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I n a very challenging economic context 
caused by two unprecedented natural di-
sasters, such as the earthquake and the 
pandemic, the further strengthening of the 

dialogue with the business is essential to accel-
erate the implementation of reforms that im-
prove the business climate in the country. 
The Investment Council has played an essential 
role by undertaking a series of valuable analyses 
on the formalization of the economy, tourism and 
agriculture, tax inspection surveys; or providing 
suggestions for speeding up the reforms aimed 
at attracting foreign investments by increasing, 
among others, the transparency of initiatives, the 
quality of human capital, as well as the involve-
ment of the business in the consultation process 
for some draft laws and strategic documents re-
lated to the economy.
The Ministry of Finance and Economy, in cooper-
ation with the Investment Council, will continue 
to foster fruitful debates focusing on the improve-
ment of the legal and regulatory framework by 
measuring the financial and social impact that 
these changes bring. 
Practices consolidated over the years to address 
the private sector’s improvement requests and 

proposals raised at the Investment Council will 
be further addressed by following up the recom-
mendations, building a more detailed work plan, 
setting up dedicated working groups for priority 
topics that affect the improvement of the business 
climate in our country.
This timely publication will serve to reflect on 
what we have achieved during the past 7 years, 
how to respond to the new challenges dictated 
by the market development and integration into 
larger markets, such as the regional and Europe-
an ones. 
Improving the business climate is one of the pri-
orities of the Ministry of Finance and Economy, 
so together with the Investment Council, we will 
further develop the communication with the busi-
ness to better address their problems, provide ad-
equate solutions and increase the business role in 
the consultation processes of key reforms.

Message from
IC Chair

Ms Delina Ibrahimaj,
Minister of Finance and Economy,

Chair of Investment Council
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Message from
IC Chair
(2016-2017)

C ommunication with the business 
through platforms like the Invest-
ment Council has enabled business-
es to timely report their situation and 

real concerns. The Investment Council plays 
an important role in the national debate and re-
mains the most structured advisory body in con-
veying messages regarding critical investment 
climate issues in the country. Its main focus of 
work is related to the institutional, regulatory 
and political environment in which companies 
invest, create jobs or expand, and also to interact 
with state institutions and other private actors 
that influence the country’s economic perfor-
mance.
During the time I chaired the IC, I highly appre-
ciated the analyses and suggestions of business 
members to prioritize and accelerate reforms 
with impact on the quality of human capital 
(2017) and innovation, investment incentives in 
Albania & the Balkans, administrative appeal, 
formalization of specific sectors of the economy 
as well as the promotion of customs adminis-

tration’s transparency and information-sharing 
by advocating periodic updated publication on 
communication platforms.
Influencing through inclusion in analyses and 
recommendations requires a serious and con-
tinuous commitment from IC partners, as well 
as accountability from institutions and credible 
arguments that can accelerate the decisions of 
governing bodies and increase transparency. 
In this context, I appreciate this publication as 
it highlights the challenges at times as well as 
the role of IC as a catalyst for debate and stim-
ulation of important climate reforms 2015-2021.

Ms Milva Ekonomi

Minister of State for the 
Standardization of Services

Former Minister for Economic Development, 
Tourism, Trade and Entrepreneurship

T he Investment Council is a consoli-
dated platform where the local and 
foreign private companies, state au-
thorities and international institu-

tions come together to discuss challenges of the 
investment climate in the country. As a platform 
that conveys the private sector’s voice, it plays 
an important role in prioritizing interventions to 
improve investment policies, consolidation and 
transparency of institutions, laws, and policies 
that promote proper functioning of the market.
The importance, the necessity and the trust in 
the Investment Council were clearly demonstrat-
ed during the Covid-19 pandemic. This platform 
identified business challenges in various sectors 
through active and effective dialogue, providing 
concrete suggestions to overcome the adverse 
effects of the pandemic and ensure economic 
recovery.
The private sector is a powerful engine for eco-
nomic growth, job creation, innovation and 
sustainable development. In this context, I take 
the opportunity to assess the approach of the In-
vestment Council model, based on inclusiveness 

and “shared values”, where the debate on the 
challenges of the businesses and policymakers 
is based on evidence and analysis with a clear 
focus on results. The role of the private sector in 
monitoring the good governance of business cli-
mate reforms is evidenced through the follow up 
of recommendations, as a testimony of challeng-
es but also commitment of the parties.
As Chair of the Investment Council (2019-2021), 
I wish that this publication brings to reconsid-
eration all the dynamics of Investment Council 
(2015-2021) documenting the work and serious 
commitment over the years of all actors (busi-
nesses, experts, heads of institutions, research-
ers or even students) as well as to further feed 
the debate on the great challenges that await us 
in the context of integration in the regional and 
global market.

Message from
IC Chair
(2019-2021)

Ms Anila Denaj,
Former Minister of Finance and Economy
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Message from the 
European Bank for 
Reconstruction 
and Development/
Member of the 
Investment Council

W e are pleased to have support-
ed since 2015 the Albanian 
Investment Council and part-
nered with its secretariat over 

the years to build a professional and influential 
platform for fact based and structured dialogue 
between the business community and the au-
thorities. Meetings ranged from sector specific 
to tackling cross cutting issues that affect invest-
ment climate in Albania. Common threads have 
consistently been well prepared research and 
analysis as basis for discussion, as well as fol-
low up on the implementation of the Investment 
Council’s recommendations.
EBRD’s strategy in Albania has a strong focus 
on governance and private sector competitive-
ness and is closely aligned with the work of 
the Investment Council, which played over the 
years an important role in the policy debate on 
key issues for Albania’s sustainable economic 

development. I would like to thank the Chairs 
of the Council over the years, the team at the 
Secretariat, our donors, the members, as well 
as the academics, experts and students that 
contributed to prepare the material included 
in this publication. This is a valuable piece of 
knowledge sharing and a solid reference point 
for the future work and continued success of 
the Albanian Investment Council.

Mr Matteo Colangeli, Head of EBRD Albania 
(2016-2021)

T he Investment Council is the right ini-
tiative undertaken by the Albanian 
Government and the EBRD on the in-
stitutionalization of the dialogue and 

cooperation between the government and the 
business through a legitimate and inclusive plat-
form which has already established its role in the 
ecosystem where it operates.
From 2015 until today, we can say that the Coun-
cil has functioned as a structured and trans-
parent body, building with expertise bridges of 
communication between the (central and local) 
public institutions and business community, 
and also hosting ad-hoc consultative roundta-
bles with experts, academics, civil society and 
development partners.
During the time I chaired the IC, I highly appre-
ciated the proposals of IC members regarding 
the measures for the formalization of specific 
sectors of the economy, and the suggestions for 
the amendment of tax procedures in 2017 aim-
ing at establishing a strong government-busi-

ness partnership.
This publication is a sequence of the unique 
transparency that the platform has brought to 
all the actors which are part of it and the wider 
business community, experts, heads of institu-
tions, and even researchers, to bring in retro-
spect our work and challenges over the years 
for the improvement of the business climate 
(2015-2021). 

Message from
IC Chair
(2015-2016,
2017-2018)

Mr Arben Ahmetaj,

Deputy PM and Minister of State for 
Reconstruction and Reforms’ Program

Former Minister of Finance and Economy

Former Minister for Economic Development, 
Tourism, Trade and Entrepreneurship
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I am pleased to present you the publication 
“On the Investment Climate 2015-2021” 
prepared by the Secretariat’s team of 
Albania Investment Council.

Since 2015, the Investment Council (IC) has 
been an effective voice for the country’s busi-
ness leaders. Our attention has been to drive 
a positive change in the local debate on the in-
vestment climate. To realize this goal, we have 
offered thoughtful, well-balanced, action-ori-
ented suggestions by always relying on data 
across a broad range of economic, legal and 
regulatory issues. 
This publication is structured around four ar-
eas that reflect the main business’ concerns 
and describe the focus of our work: the rule of 
law, tax and customs procedures, potentials 
for investment and incentives, informal econo-
my. I believe it offers valuable insights that can 
be used as a background to generate a future 
discussion among policymakers, researchers, 
students, and other stakeholders to build po-
litical will and consensus on priority policy ac-

tions as well as forwarding reforms based on 
the private sector concerns.
I would like to specifically thank the IC Chairs 
for their guidance and support and for offering 
their vision concerning the role and function-
ing of the Council, IC members and business 
partners for their serious engagement and 
trust for the platform as well as EBRD repre-
sentatives for their cooperation and the Swiss 
State Secretariat for Economic Affairs (SECO) 
for their support. 
Special thanks go to the team for their great 
commitment, hard work and support during 
these years of working experiences and re-
sults. 

Dr.  Diana LEKA (Angoni)

Head of the Secretariat of Albania Investment Council

INTRODUCTION
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T he purpose of this Working Paper is 
to review and analyse the concerns 
on the tax audit process in Albania 
and provide some practical recom-

mendations for enhancing the effectiveness of 
such process. In the analysis have been consid-
ered both views of taxpayers and tax adminis-
tration, aiming to integrate them in solid sug-
gestions for the tax system.  
Simultaneously, this analysis is initiated in the 
framework of the Government’s reform on im-
proving the tax system in Albania, such as the 
application of the online tax declaration since 
January 2015. It also comes at the moment when 
the Government has launched a large campaign 
against informality and amid debates raised 
among politicians, media and businesses. In this 
context, it aims to constructively assist the tax 
reform process as one of the main pillars in im-
proving the business climate in Albania. 
Various documents from official sources and 
stakeholders have been consulted, including but 
not limited to, FIAA Survey on “Business Envi-
ronment in Albania” (2015), IFC Survey on “Cost 
of Tax Compliance in Albania” (2013), III Index of 
Business Climate in Tourism Survey, BEEPS V 
Survey, OECD 2006 and IMF 2015 Report, etc. For 
this assessment, interviews have also been or-
ganised with relevant stakeholders. Furthermore, 

the Secretariat launched a specific Survey on Tax 
Inspection in cooperation with several business 
associations and chambers of commerce and in-
dustry, aiming to receive the taxpayers’ opinion. 
The survey was completed anonymously, entire-
ly online by 110 companies, where 78% of the re-
spondents were medium and large businesses, 
while about 22% of foreign ownership.
The findings have shown that the companies 
acknowledge the significant measures recently 
undertaken by the Government, such as the new 
VAT Law and Customs Code, new IT system, on-
going efforts for automatic VAT reimbursement, 
improvement of VAT reimbursement rules and 
procedures, the inclusion of the new audit/risk 
procedures according to the profile of tax liabili-
ties with special focus on VAT (ongoing). Howev-
er, there are still serious concerns related to the 
sustainability and clarity of the legal framework, 
implementation of tax procedures, profession-
alism of tax administration, transparency and 
timely information provided to taxpayers on leg-
islation changes that may leave room to abuse 
and corruption practices by both parties. 
The main findings and respective recommenda-
tions from the analysis have been summarised in 
three main directions: i) Tax Legal Framework; 
ii) Tax Administration; iii) Transparency and 
Awareness Raising. 
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CONTENTS T he purpose of this Working Paper is 
to review and analyse the concerns 
on the tax audit process in Albania 
and provide some practical recom-

mendations for enhancing the effectiveness of 
such process. In the analysis have been consid-
ered both views of taxpayers and tax adminis-
tration, aiming to integrate them in solid sug-
gestions for the tax system.  
Simultaneously, this analysis is initiated in the 
framework of the Government’s reform on im-
proving the tax system in Albania, such as the 
application of the online tax declaration since 
January 2015. It also comes at the moment when 
the Government has launched a large campaign 
against informality and amid debates raised 
among politicians, media and businesses. In this 
context, it aims to constructively assist the tax 
reform process as one of the main pillars in im-
proving the business climate in Albania. 
Various documents from official sources and 
stakeholders have been consulted, including but 
not limited to, FIAA Survey on “Business Envi-
ronment in Albania” (2015), IFC Survey on “Cost 
of Tax Compliance in Albania” (2013), III Index of 
Business Climate in Tourism Survey, BEEPS V 
Survey, OECD 2006 and IMF 2015 Report, etc. For 
this assessment, interviews have also been or-
ganised with relevant stakeholders. Furthermore, 

the Secretariat launched a specific Survey on Tax 
Inspection in cooperation with several business 
associations and chambers of commerce and in-
dustry, aiming to receive the taxpayers’ opinion. 
The survey was completed anonymously, entire-
ly online by 110 companies, where 78% of the re-
spondents were medium and large businesses, 
while about 22% of foreign ownership.
The findings have shown that the companies 
acknowledge the significant measures recently 
undertaken by the Government, such as the new 
VAT Law and Customs Code, new IT system, on-
going efforts for automatic VAT reimbursement, 
improvement of VAT reimbursement rules and 
procedures, the inclusion of the new audit/risk 
procedures according to the profile of tax liabili-
ties with special focus on VAT (ongoing). Howev-
er, there are still serious concerns related to the 
sustainability and clarity of the legal framework, 
implementation of tax procedures, profession-
alism of tax administration, transparency and 
timely information provided to taxpayers on leg-
islation changes that may leave room to abuse 
and corruption practices by both parties. 
The main findings and respective recommenda-
tions from the analysis have been summarised in 
three main directions: i) Tax Legal Framework; 
ii) Tax Administration; iii) Transparency and 
Awareness Raising. 

EXECUTIVE 
SUMMARY 
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The key recommendations per each direction 
are summarised as follows:

1. AMENDMENTS OF THE TAX 
LEGAL FRAMEWORK: 

 » Government should ensure in the short term 
a fully transparent system of tax inspec-
tions by publishing the main risk indica-
tors/criteria used by the Electronic System 
of Risk to identify the businesses with risk 
and therefore subject to Inspections.  

 » The decisions of TAD as the upper adminis-
trative unit to decide on appeal cases should 
be automatically binding to RTDs. The RTDs’ 
right to appeal against TAD decision needs 
to be removed. The amendments which can 
effectively increase TAD independence and 
separation of its function from the structure 
of GTD should be considered as a priority. 

 » Alternatively, to the “Bank Guarantee” as 
provided by the Law, the taxpayer should be 
legitimated to initiate the Appeal procedure 
against TAD, by paying only 50% of the tax 
due (excluding interests). Interest will, of 
course, continue to accrue on the remaining 
unpaid 50% of the tax due

 » Enlarge the role of TA in the Tax Audit, espe-
cially in re-audit procedures. Re-organising 
of the TA to increase its independence and 
active partnership with the taxpayers. 

 » The adoption at the highest level of the 90% 
electronic risk-based system in all kinds of 
audits, not only for the VAT reimbursement, 
but also for other taxes. To be considered 
the application within a medium time-term 
due to its complexity. 

2. TAX ADMINISTRATION
 » Specialised tax inspectors to be appointed in 

the short term based on the taxpayers’ pro-
file (small, medium and large taxpayers) 
and sectorial specifics. It is necessary to 
improve the capacities and resources of in-
spectors in the medium term and the provi-
sion of incentive packages in particular for 
those working in TAD and VIP Taxpayers’ 
Directorate.  

 » GTD and TAD to increase the capacities on 
legal analysis and unify their own practices 
and reflect the final decisions of the Courts 
for similar cases. GTD to prepare and pub-
lish on the official website the Annual Com-
mentary of Cases.

3. TRANSPARENCY AND 
AWARENESS

 » Publication as soon as possible of GTD and 
TAD annual reports and decisions as a means 
of increasing the standards of transparency 
to the public;

 » Website to be 100% available/accessible, as 
well as in the English language;

 » Stabilisation of the fiscal package and tax pro-
cedures in the medium term through public 
consultations in order to be properly and 
timely projected by the business in their in-
vestment’s plans. 

 » The development and publication in medi-
um-term by GTD of an annual communica-
tion programme including simple manuals 
and informing sessions with business asso-
ciations diversified by sector on tax legisla-
tion and procedures. 

w w w . i n v e s t m e n t . c o m . a l

P roper management of the tax system 
is key to success for the country’s 
public finances and macro-economic 
stability. Additionally, it creates solid 

ground for attracting investments, promoting 
business, and, therefore, economic growth. Ad-
equate procedures in tax administration, which 
ensure transparency and impartiality in relation-
ships between the state and business entities, lay 
the basis of a successful operation of the fiscal 
system. The crucial aspects in this regard are the 
organisation, professionalism and implementation 
of tax audit/inspection activities at minimum cost to 
the budget and taxpayers. 
In its first meeting held on 1st July, 2015, Invest-
ment Council decided to prepare an assessment 
on tax inspection in Albania, as one of the most 
pressing concerns for doing business identified 
in several studies and surveys and through direct 
meetings with the business community. 
According to the 2014 EU Progress Report, Alba-
nia has made some progress, notably in tax legis-
lation. Still, the capacity of the tax administration 
to fight corruption, tax evasion and the informal 

economy remains to be strengthened. 
Since 1st January 2015, the e-tax service be-
came effective, and a new IT system was im-
plemented within the tax administration. To-
gether with the recent amendments on VAT 
reimbursement procedures, these steps are 
part of the reform on Tax System and e-Ser-
vices in Albania, which are expected to posi-
tively impact the efficiency of tax audit and the 
relations with taxpayers.
This paper reviews the current legal framework 
and tax audit/inspection process, identifies gaps 
and possible implications on the business cli-
mate in Albania and provides relevant concrete 
recommendations to be adopted by the Govern-
ment for improving the effectiveness of the tax 
system in the short and medium-term. The Rec-
ommendations will be subject to discussions and 
further considerations by the Investment Council 
in its meeting scheduled on 5th October 2015. In 
case of approval, the relevant recommendations 
will be officially proposed to the Government of 
Albania for proceeding with the necessary legal 
and regulatory reviews. 

INTRODUCTION
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line survey for business entities on specific is-
sues related to tax inspections.

1. DESK REVIEW
For this paper, the relevant tax legislation, 
including laws, by-laws, annual reports and 
other working materials of the Government, 
GTD and TA, were reviewed and assessed. 
The primary source of information has been 
the GTD website. The data provided by the 
GTD and TAD on the number of audits/in-
spections have been the source of the modest 
comparative analyses in the paper. In addi-
tion, national and international studies and 
surveys on the tax system and specifically on 
tax audits published in the last three years 

F or drafting the assessment and pro-
posals for improvement on tax audit, 
the Secretariat followed an inclusive 
and analytical approach by consult-

ing various stakeholders from the public and 
private sector and international organisations 
active in the area. The paper has considered 
and integrated the perspectives of both tax-
payers and tax administration. The work start-
ed with the desk research on the legal frame-
work, relevant reports and surveys produced 
by International Organizations and Business 
Associations in Albania.  It proceeded with 
semi-structured interviews with tax officials, 
representatives of business associations and 
private companies. It was followed by an on-

METHODOLOGY

w w w . i n v e s t m e n t . c o m . a l

from IFC, FIAA and ATA served as a baseline 
for the findings and the questionnaire. A list 
of reference documents is included in Annex 
1 of the Paper.   

2. INTERVIEWS & MEETINGS 
Semi-structured interviews and meetings have 
been organised with tax administration officials 
from the highest level of policymaking to the op-
erational level involved in tax auditing and with 
representatives of business associations and 
business entities.  About ten meetings have been 
conducted with public officials and fiscal experts 
during August- September 2015 to have the views 
of those that draft the policies and legislation on 
tax audit and those that monitor its implementa-
tion. At the same time, meetings have also been 
conducted with heads of four well-known busi-
ness associations in Albania, such as FIAA, AAB, 
Tirana Chamber of Commerce and Industry and 
ATA, to get another perspective from those that 
have to comply with the tax legislation. Further-
more, one focus group discussion was organised 
with ten fiscal experts to assess the findings and 
recommendations of the paper. 

3.  SURVEY ON TAX INSPECTION 
Following the above stages, a tailored question-
naire to the tax audit process and compliance 
was deemed necessary to support preliminary 
findings and recommendations. The purpose of 
the questionnaire was to gather as much as pos-
sible feedback from the taxpayers on their ex-

perience with tax audits in Albania and express 
their opinion on the difficulties to comply with 
the current tax legislation. More specifically, the 
following topics were addressed in the question-
naire attached to this Working Paper as Annex 2: 
1. The clarity of the current applicable legislation 

related to Tax Inspection procedures;
2. The way the current legislation in force is inter-

preted by the structures of the Tax Administra-
tion (i.e. RTD, TAD, etc.)

3. Business information on the procedures ap-
plied by Tax Administration during tax inspec-
tions. 

4. The performance & professionalism of the in-
spectors during the Tax Inspections;

5. Relations of the taxpayer with the tax adminis-
tration. 

The questionnaire was launched online on the 
Investment Council website on 27th August 
and was closed on 14th September 2015, avail-
able in both languages, English and Albanian. 
Businesses Associations throughout Albania 
were approached to facilitate the distribution 
of the survey to their members, thus aiming at 
businesses of all sizes, types and geograph-
ical locations. The survey was completed by 
110 businesses, where 78% of the respondents 
were medium and large companies, while 
about 22% were of foreign ownership. The 
most significant sectors which participated 
in the survey were Services (32%), Hotels and 
Touristic Agencies (24%), Industry (22%) and 
Trade (15%). 
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A lbanian economy is heavily depen-
dent on small and micro-business-
es—about 90 % of enterprises have 
1-4 employees. As per official data, 

the large enterprises with 50 and more employ-
ees represent in number 1.3 % of total active 
enterprises, but their contribution on employ-
ment is very sensitive, 50 % (INSTAT, 2014)1. 
Moreover, the tax legislation provides anoth-
er definition of enterprises categorisation for 
taxation, based on annual turnover. According 
to the tax legislation, a small business, as per 
amendment of Law No. 9632 (2006),2 is defined 
with economic activity and an annual turnover 
equal to or less than 8 million ALL. In addition, 
the GTD has internally grouped the largest tax-
payers, known as VIP, those that have an annual 
turnover above 250 million ALL3. The number 

1  INSTAT- Business Register 2014
2  Article 10 and 11 of the Law No. 9632, dated 30.10.2006 
as amended
3  GDT Regulation dated 30.03.2015 “On Management of 
the Taxpayers of the Large Taxpayers Regional  Directorate” 

of VIP taxpayers varies from 808 at the end of 
2014 to 770 in mid-2015, counting for less than 
1% of active enterprises in Albania. 

VIP taxpayers are the most 
audited businesses by the tax 
administration. The companies 
consider excessive the number, 
frequency of the tax audits and 
direct contact with inspectors.

Although the number of VIP taxpayers is real-
ly low, their contribution to the state budget is 
significant, with around 40% of tax revenues. 
Based on the data collected during the inter-
views performed with GTD and TAD represen-
tatives, it was evidenced that all large taxpayers 
have undergone a full tax audit or fiscal visit 
procedure averagely twice in the last three 
years. According to Article 80.3 of the Instruc-
tion No.24 of the MoF “On Tax Procedures,” tax 
audits are categorised as follows:

ANALYSIS AND FINDINGS 
ON TAX AUDIT

w w w . i n v e s t m e n t . c o m . a l

a) Full on-site tax audit
These are full audits to control all aspects of 
the business of the taxpayers for all the periods 
from the last full tax audit and for all kinds of 
taxes. These audits are conducted based on risk 
analysis.

b) Fiscal visits
These are short audits performed during a short 
time to verify the accuracy of the statements and 
payments, only for a given tax period and only for 
a specific tax. 

c) On-site inspections 
These short audits aim to detect the violations 
related to the registration of taxable persons 
(identification of unregistered persons), the use 
of fiscal equipment, the use of fiscal and excise 
on goods, issuing tax invoices, etc. These audits 
are carried out without prior notification to tax-
able persons.
Additionally, the IC Survey findings have 
demonstrated that 93% of big companies have 
had a full audit during 2013 – 2015 that, on av-
erage, lasted 1- 4 weeks. Businesses are con-
cerned about the frequency of the audits and 
perceive them as a means for tax administra-
tion to meet its budget plans.  25% of big compa-
nies responding to the survey claim to have had 
all the types4 of tax control for 2013 – 2015, cor-
responding to three to four audits. Additionally, 
comments like “the most correct taxpayers are the 
most audited and punished” have arrived through 
the online IC Survey.

4	 	As	defined	in	the	Instruction	of	MoF	No.24,	dated	
02.09.2008 “On Tax Procedures in the Republic of Albania” (as 
amended)

 Figure 1:  Contribution of taxpayers’ categories in 
tax revenues

 Figure 2:  Audits frequency for categories of 
taxpayers

Source: General Tax Directorate 
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Based on the above findings, 
showing a high indication of 
tax audits performed by tax 
administration during the 
period 2013-2015, it becomes 
questionable the efficiency of 
the selection process performed 
until now, the proper use of 
limited resources by the tax 
administration and the real 
purposes of tax audits.

The purpose of a tax audit and the implement-
ing procedure is described in the Chapter X 
of Law No 9920, “On Tax Procedures in the 
Republic of Albania”, as amended. Articles 
80-87 define the main rules to be applied and 
followed by the tax administration structures. 
Additionally, the latter’s rights and competen-
cies are determined by the secondary legisla-
tion such as Instruction of MoF No. 24, dated 
02.09.2008 “On Tax Procedures” (as amend-
ed), Regulation No. 1 dated 28.04.2009 “On 
Procedures for Audit Selection” and the inter-
nal Manual on Tax Audit. According to Regu-
lation No. 1 dated 28.04.2009, the selection for 
a tax audit is made based on the risk system. 
Paragraph 1.7 of the Regulation states that sub-
ject to automatic selection for control are all 
VAT taxpayers and the taxpayers that fall un-
der Article 16 of Law No. 8438 dated 28.12.199 
“On Income Tax” (as amended). In addition, as 
per Regulation, 60% of the audits are select-
ed by the system and 40% as proposed by the 
RTD based on their own experience and in-
formation which derives from the companies’ 
balance sheets, payrolls, or information from 

third parties such as banks, notaries, mort-
gage offices, customs etc. Criteria and formu-
la for the automatic selection through the Elec-
tronic Risk System are proposed and approved 
by the high officials of the GTD and kept strict-
ly confidential. 
 However, so far, there is a general perception by 
the businesses that tax inspections are not per-
formed based on the risk factors but aim only to 
issue penalties and collect additional revenues 
to meet the planned figures as well as to pres-
sure businesses for paying bribes to the tax of-
ficials (IFC, 2013 & IC Survey, 2015).5 Using the 
limited data on tax audit/inspections provided 
by GTD for 2008-2014, it is attempted to figure 
out any potential impact on tax revenues. How-
ever, it has not been possible to identify any 
significant correlation between the number of 
tax audits/inspections and the increase of tax 
revenues (correlation coefficient 0.3 for large 
taxpayers and -0.06 for other taxpayers).
Although significant reforms have been under-
taken recently, such as new VAT and Customs 
Code, new IT system, the inclusion of the audit/
risk procedures (ongoing), the findings of the 
survey and meetings confirmed that serious con-
cerns remain from businesses related to:

• sustainability and clarity of the legal 
framework,

• implementation of tax audit procedures,
• the professionalism of tax administra-

tion, 
• transparency and relations with taxpay-

ers that may lead to corruption practices. 

5	 	IFC-IDRA,	Tax	compliance	cost	in	Albania,	2013	(only	35%	
of the businesses have the opinion that the inspection happens 
for	legal	reasons)	and	findings	of	the	Secretariat	survey	on	Tax	
Inspection (2015) in Albania for the purpose of this paper. 
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I. TAX LEGAL FRAMEWORK

Complex procedures to be 
followed by the business in 
order to be compliant with tax 
legislation. 

Explicit comments have been submitted 
through the IC Survey on “Tax Inspection” 
(2015) regarding the clarity of tax legislation 
and the complexity of procedures that create 
difficulties for taxpayers, particularly the small 
ones, to comply with the tax system. Tax legis-
lation, in general, is perceived mainly by medi-
um and small businesses as too challenging to 
deal with. Applicable procedures for specific 
cases are sometimes difficult to be identified. 
Some 56% of big companies responding to the 
IC Survey think that the adequate implementa-
tion of the laws has to do with the clarity and 
interpretation of legislation.  When it is disag-
gregated by sectors, the Trade and Industry re-
spondents are the most sensitive to the issue, 
respectively, with 61% and 55%. The same con-
cern is also evidenced in the IFC and FIAA sur-
veys conducted in 2013 and 2015, respectively. 
However, the application of the e-tax service 
has been appraised by the majority of the re-
spondents from both small and big companies 
to have eased somehow the procedures related 
to self-declarations and on paying taxes. 
The latter ones are also indicators that have 
contributed to the increase of Doing Business6 
ranking for Albania in 2015. However, as the 
“Doing Business” Report (2015) shows, Albania 
has a lot to improve on Payment and Time indi-

6  “Doing Business” Report (2015), by World Bank 

cators in the Paying Taxes category. While busi-
nesses in Albania have to make 34 payments 
of taxes during the year, countries in Europe 
and Central Asia have to make 20.5 payments, 
while OECD countries only 11.8 payments. In 
addition, businesses in Albania have to spend 
357 hours /year preparing, filing and paying (or 
withhold) the corporate income tax, value-add-
ed or sales tax and labour taxes, including pay-
roll taxes and social contributions. In contrast, 
the OECD countries have to spend half of such 
amount of time. Therefore, simplification of 
the tax system and legislation as a whole has 
become necessary to promote further improve-
ments.

Frequent changes to the tax legal 
framework do not help businesses 
consolidate their correct approach 
to the tax system.

Frequent changes to the legislation is another 
raised issue that puts at risk the business en-
vironment stability. For example, based on the 
GTD website, Law No.9920 dated 02.09.2008 
“On Tax Procedures” and its Instruction No. 24 
dated 02.09.2008 have been amended 11 times, 
while the Government has recently approved 
its 12th amendment and it will soon enter into 
force. In addition, limited consultation and in-
formation to the taxpayers about the changes 
on tax legislation remain a real issue (e.g. 12th 
amendment mentioned above was not subject 
to prior consultation with stakeholders). 
Even when the legislation is clear enough to be 
interpreted in an adequate manner, there is a 
lack of standardised interpretation by the tax 
administration structures, while treating the 
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same or similar practices. This has been a clear 
outcome from the interviews conducted by the 
Secretariat with several business associations, 
companies and experts.

2. TAX AUDIT PROCEDURES  

The Audit Reports prepared by 
the Tax Administration impose 
intentional penalties while 
arguments provided by the 
inspectors lack clarity.

The detailed tax audit and inspection process 
is explained in the Articles 80 and ongoing of 
Law No. 9920 dated 19.05.2008 “On Tax Pro-
cedures in the Republic of Albania” (as amend-
ed). These articles provide the rules beginning 
with the notification made to the taxpayer be-
fore the tax audit until the Audit Report is de-
livered to the taxpayer. The Secretariat includ-
ed in its survey a question on the clarity of the 
Audit Report concerning the content, legal ref-
erences used and conclusions. The outcomes 
of the survey show that large companies, in 
particular from Service and Trade sectors, find 
as problematic the quality of the audit reports, 
their legitimacy and accuracy. In contrast, 
companies operating in the Industry sector do 
not indicate any notable concern related to the 
tax audit report. 
Penalties resulting from a tax audit/inspection 
have been explicitly mentioned in the com-
ments section of the survey, where respon-
dents also have provided concrete examples of 
such abusive application of fines. The majority 
of the respondents have commented that after 
a tax audit/inspection, it is usually issued an 

intentional penalty, based on wrong interpre-
tations of the Law and eventually to exercise 
pressure on the business for paying bribes.  

The current legislation in force 
does not set up a timeframe for 
Notifications to the taxpayers 
before a Full Tax Audit.

The respective Articles 81 of Law No.9920 
“On Tax Procedures” and Instruction No.24 of 
MoF do not provide protection to the taxpayers 
against abusive ad-hoc and on-site inspections 
that might be performed by the tax adminis-
tration. Such timeframe for prior notification 
would reduce the abusive and discretionary 
decision of Inspectors, and it would also pro-
vide reasonable time at disposal to the taxpay-
er to prepare the massive documents and allo-
cate the necessary human resources to the tax 
audit. This change will be especially relevant to 
big taxpayers, and it will help create a positive 
environment for taxpayers and a good partner-
ship with the tax administration. 

According to the above Law 
No.9920 “On Tax Procedures”, 
risk indicator factors should 
be the basis for a tax audit 
selection. However, the 
legislation does not provide the 
definition and main composition 
of such risk criteria/factors, 
thus creating confusion to the 
taxpayers on the purpose of a 
tax audit. In addition, the main 
criteria used by the system are 
not known to the taxpayers.

w w w . i n v e s t m e n t . c o m . a l

More explanations on general risk criteria/
factors are found in the internal working docu-
ment of tax administration such as Regulation 
No.1, dated 28.04.2009, “On Selection Proce-
dures for Tax Audit”, and the “Manual on Tax 
Audit” for Inspectors, which are documents for 
public use, but still not tailored on a sectoral 
basis. 

Non-effective treatment of 
recommendations provided by 
the TA concerning tax audit 
procedures  

The issue regarding the incorrect procedure of 
the tax audit system comes from the TA office, 
mentioned in its annual Reports for 2013 and 
2014. In the majority of cases, the recommen-
dations of the TA Office for revising a specific 
audit procedure is charged to the same inspec-
tor whose report is contested. Such practice 
nourishes the taxpayer distrust on the func-
tioning of the complaint system within tax ad-
ministration and the role of TA Office. The Tax 
Administration considers only 30% of recom-
mendations of TA Office. 

3. TAX APPEALING PROCEDURES

Appeal procedure to the TAD is 
bureaucratic and non-flexible 
because the taxpayers are 
required to pay the total amount 
of the tax liabilities and the 
related interests, although 
penalties are not included. 

There have been some improvements with the 
amendments performed during 2014 to Law 
No.9920 “On Tax Procedures” (as amended) 
related to the access to appeal, under Article 
107. According to these changes, the taxpayer 
is also given the right to provide a bank guar-
antee, and not necessarily to pay 100% of the 
due tax liability, by not losing thus its busi-
ness liquidity. Still, the procedure is not flex-
ible enough and simple to be followed by the 
taxpayers while there are still margins for im-
provements. 

Most businesses have replied 
that the current appeal procedure 
against TAD is not effective, and 
they have no trust in TAD, as it 
decides in almost all the cases in 
favour of RTDs.

In Graph. 3, it is noted a general trend of de-
cline in the number of appealing cases by the 
companies. The percentage of the cases re-
pealed or returned from TAD to GTD is still 
very low (an average of 4% for the repealed 
cases and 6% for returned cases), while there 
is a tendency to keep effective the decisions of 
the RTDs.
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 Figure 3.  Tax Appeal Data

Source: Tax Appeal Directorate

The actual procedure under 
which the RTDs appeal in the 
Administrative Court against the 
decisions of TAD (considering that 
both are under the jurisdiction of 
the Ministry of Finance) it is not 
in line with the “good practices” 
principle to be followed by the 
administration. 

Even though TAD changes only a small percent-
age (3%-4%) of the decisions of RTD, the right of 
the RTD to appeal in court such decisions put 
the taxpayer under a discriminatory position 
and clearly under the pressure of tax adminis-
tration. It is not the first time this issue has been 
raised as a real problem, even by businesses. 
The Secretariat took note of all the previous and 

current comments provided to the Government, 
and it also observed that in its survey, 90% of big 
companies and 67% of small companies assess 
the appeal procedure as ineffective. 
The issue of whether the decision of TAD 
should be considered as ultimately binding to 
the parties involved in an administrative ap-
peal process was evaluated by the Secretari-
at. The issue has been analysed based on the 
current legislation in force and jurisprudence 
of the Constitutional Court. It was concluded 
that the Code of Administrative Procedures 
provisions prevails on Law No.9920 “On Tax 
Procedures”, therefore the correct interpreta-
tion is that Decision of the TAD should be ulti-
mately binding to RTDs. To this extent, it does 
not make sense for TAD decision to be subject 
to further appeal by RTD.

w w w . i n v e s t m e n t . c o m . a l

4. HUMAN RESOURCES CAPACITIES 

Lack of specialised inspectors 
as per business profile. Need 
for improvements in the human 
resources capacities.

Tax inspectors, responsible for performing tax 
audits to the taxpayers, are appointed based on 
the procedure defined under article 5.5 of the 
GTD Regulation, No. 1 dated 28.04.2009“On 
Tax Audit Selection Procedures” based on the 
following criteria:

 » Conflict of interest;
 » Nature and complexity of the taxpayer;
 » The professionalism of the tax inspector.

Taxpayers claim that in many cases, the tax in-
spectors have difficulties in understanding the 
nature and complexity of taxpayers’ business 
operations and usually intend to simplify these 
operations by wrongly qualifying and analys-
ing them. Specific concerns on ethics and com-
munication of inspectors, their competencies 
and logistical skills were presented in the IC 
Survey (2015), especially by companies in the 
service sector (in average 72% of the respon-
dents) and trade sector (in average, 61% of the 
respondents). In big companies, an inspector 
spends on average approximately 116 hours/2 
years for an inspection (IFC, 2013)7. As a result, 
this lengthy procedure becomes time-consum-
ing for both parties and, in many cases, results 
in incorrect reassessment by the tax inspector.
Referring to the Director of TAD, the capacities 
of this Directorate are very limited either in the 
number of staff and/or on its expertise.

7	 	“Tax	Compliance	Cost”	Report	(2013),	by	IFC

During the last two years, there have been some 
improvements in the direction of educating 
and training the existing and new employees of 
tax administration through specific programs 
and training sessions performed by The Center 
for Training of Tax and Customs Administra-
tion- Fiscal Academy8. The training has been 
focused more on the general aspect (Training 
Center for Tax and Customs Administration)9.
It is encouraging that incentive packages 
for staff motivation have been mentioned in 
the Law No.9920 dated 19.05.2008 with the 
amendments of 2014, but follow up on the en-
dorsement is further required. 

5. TRANSPARENCY AND 
AWARENESS-RAISING OF 
TAXPAYERS 

Need to increase the 
transparency standards and 
partnership between tax 
administration and business.

According to the “Tax Inspection” Survey (2015) 
performed by the Secretariat, the GTD website 
remains the primary source of information, as-
sistance and knowledge for taxpayers and oth-
er institutions related to the tax system in Al-
bania. Although the Survey responders highly 
appreciate its usefulness and efficiency, small 
and medium companies still reported difficul-
ties in accessing and finding the relevant clari-
fications in the website. 

8	 	The	Academy	is	a	public	legal	entity	under	the	MoF	
established	with	the	Council	of	Ministers	Decision	No.1264	
dated 16.12.2009.  
9  Based on the reports on http://www.qtatd.gov.al/
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Although GDT publishes regularly its Techni-
cal Decisions and TAD has recently started to 
publish some of its own decisions, there are 
still controversial interpretations of the laws 
and by-laws by the structures of the Tax Ad-
ministration and its officials while evaluating 
the same practices.  
Moreover, according to the TA Office, the tax-
payers, subject to the simplified small business 
tax, are unaware of their tax liabilities and are 
not adequately informed of their rights. 
Very few respondents from small and big com-
panies have attended a training organised by 
the tax administration. Training has been con-
ducted mainly for the online declaration of the 
tax liabilities since January 2015.
The role of TA Office was considered vague by 
the respondents of the “Tax Inspection” Sur-
vey (2015), and it was explicitly requested to be 
more active and more independent from GTD. 
An increase of awareness is demanded by the 
businesses by using other media and informa-
tive means. Provision of the English translation 

of the laws and relevant interpretations in the 
GTD website was considered appropriate. 

6. OTHER FINDINGS
Informality on tax system: Following the Govern-
ment’s recent campaign on fighting informality 
in tax system, one question for inciting debate 
was included in the IC Survey to get a first opin-
ion on the main factors that may lead to an in-
formal activity. Although the ranking may vary 
from small to big companies and per sectoral 
bases, the primary identified factors selected 
were VAT, Tax legislation, and Relations with 
Tax Administration. This preliminary finding 
will be subject to a deeper analysis by the Sec-
retariat in the context of the upcoming Decem-
ber IC Meeting, where informality is one of the 
agenda items. 
Additionally, the tourism sector has delivered 
real concerns on unclear tax audit procedures 
and seizure and confiscation cases by tax in-
spectors, who do not consider the sector’s spe-
cifics.

w w w . i n v e s t m e n t . c o m . a l

T he paper’s primary goal is to provide 
some practical and valuable sugges-
tions and recommendations for im-
proving the Tax Audit system in its 

both dimensions, legal aspect and institutional 
perspective. This will facilitate at the optimum 
level the doing business climate in Albania. The 
recommendations provided below refer to the 
short and medium timeframes to support a sus-
tainable improvement of the tax audit system 
and establish a reliable and constructive bridge 
of communication between the tax administra-
tion and the businesses. 
The main legislative changes should substan-
tially refer to the following:
1. Law No. 9920, dated 19.05.2008 “On Tax 

Procedures in the Republic of Albania” (as 
amended) – (Law 9920);

2. Instruction No.24, dated 02.09.2008 “On 
Tax Procedures in the Republic of Albania” 
(as amended) – (Instruction No.24);

3. Regulation No.1 of GTD, dated 28.04.2009 
“On Tax Audit Selection Procedures”;

4. Internal Manual of Inspectors.
The recommendations are divided into three 
main directions, affecting the performance of 
Albania’s tax audit system. 

1. CHANGES IN THE LEGISLATION
To be approved in the short term:
1. Government should ensure a fully transpar-

ent system of tax inspections by publishing 
the main risk indicators/criteria used by 
the Electronic System of Risk to identify the 
businesses with risk and therefore subject 
to Inspections. The criteria used should be 
tailored and customised per industry (tour-
ism, services, banking, textiles, etc.) and 
the size of the business. While obviously, 
the formula used by the system for the se-
lection should remain strictly confidential. 
The Electronic System of Risk’s main risk 
indicators/criteria might be considered to 
be generally mentioned in Article 80, para-
graph 4 of Law No.9920. This change would 
increase transparency standards of the tax 
administration while selecting the compa-
ny subject to inspection and would reduce 
the rumours according to which tax admin-
istration chooses companies based on sub-
jective criteria and not objective ones. 

2. In addition, subsequent changes have to be 
performed and approved in the Instruction 
No.24, and the internal Manual on Audits 

RECOMMENDATIONS
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where to be defined clearly and in more de-
tail the following:

 » Risk factors for automatic risk selec-
tion system. The risk factors should be 
more detailed and transparent with the 
taxpayers without disclosing the specific 
formula and other quantitative indicators. 
The automated risk-based selection sys-
tem should use all information collected 
by tax authorities (through tax returns, 
VAT books and financial statements up-
loaded by taxpayers) and the information 
received by third parties. The risk criteria 
should also consider and be tailored as per 
micro and small business activities (e.g., 
trade, services, manufacturing, transport, 
hotels, etc.)

 » Interventions in the Electronic System 
of Risk. Tax administration structures/
inspectors cannot intervene case by case 
in the Electronic System of Risk to deter-
mine the business subject of the inspection. 
If interventions for improving the system 
become a must, it should be based on ob-
jective criteria clearly stated in Instruction 
No.24. The same for the frequency of such 
interventions leaves room to tax adminis-
tration for discretionary abusive interpreta-
tions while selecting the businesses subject 
to inspection. 

 » E-audit procedures. To be conducted by 
the tax inspector in the distance using the 
information and sources already being col-
lected by the tax administration structures 
and other public institutions that may in-
clude and perform the following:
	Cross-check the declaration made by the 

customs authorities with the declaration 

available at tax authorities;
	Analyse the financial statements and oth-

er documentation/information provided 
by the taxpayer;

	Analyse taxpayers’ data to propose wheth-
er or not the taxpayer should be subject to 
tax verification procedures.

3. Article 81 of Law No. 9920 does not set up 
a timeframe for prior notifications to the 
taxpayers related to the tax audit. Law No. 
9920 and Instruction No. 24, under their 
respective Articles 81, should set up a time-
frame of 10 calendar days for prior notifica-
tion to the taxpayer in cases of a tax audit, 
except for on-site inspections. This proce-
dure would reduce the abusive and discre-
tionary decision of inspectors and provide 
reasonable time at disposal to the taxpayer 
to prepare the massive documents and al-
locate the necessary human resources to a 
tax audit. This change would be especially 
relevant to big taxpayers, and it would help 
create a positive business environment to 
the taxpayers and build a partnership with 
the tax administration. 

4. Additionally, the following amendments 
should be made to Article 81 of Law No.9920 
and Instruction No. 24 concerning the ele-
ments to be included in the Prior Notifica-
tion to a Tax Audit.
o The inspector should specify in the notifi-

cation the documentation required to the 
taxpayer during the tax audit.

o The inspector should specify in the notifi-
cation the people that will be interviewed.

o The inspector should specify in the notifi-
cation any other analysis that the tax in-
spector would like to have earlier input.

w w w . i n v e s t m e n t . c o m . a l

5. The current procedure under which the 
RTDs appeal in the administrative courts 
against the decisions of TAD is not practi-
cal, and it penalises taxpayers. In this con-
text, the following are recommended:
	Abrogation of Article 109/3 of the Law 

No.9920. The decisions of TAD as the up-
per administrative unit to decide on Ap-
peal cases should be automatically bind-
ing to the RTDs and not subject to further 
appeal to the Administrative Court. 

	The Amendments to Law No. 9920, which 
can effectively increase TAD indepen-
dence and separation of its function from 
the structure of GTD, should be considered 
a priority. 

6. The alternative of paying 100% of the tax be-
fore initiating an appeal procedure remains 
a solid barrier for the appealing process. Al-
ternatively, to the “Bank Guarantee” as pro-
vided under Article 107, the taxpayer should 
be legitimated to initiate the Appeal proce-
dure by paying only 50% of the tax due (ex-
cluding interests). Interest will, of course, 
continue to accrue on the remaining unpaid 
50% of the tax due. 

7. Amendment of the legal provisions on 
re- audit. TA Office should be considered 
to have an active role during the re-audit-
ing procedures described under Article 85 
of Law 9920. It is recommended that the 
re-auditing to be performed by the tax ad-
ministration should be made only upon re-
ceiving prior approval from the TA Office. 
In this perspective, the competencies of 
the TA in the light of Law No.9920 should 
be re-dimensioned, aiming to enlarge the 
role of the TA in the tax audits and pro-

vide additional guarantees to the business 
from abusive actions of tax administra-
tion. 

To be approved within a medium-term:
8. The adoption at the highest level of the 

90% electronic risk-based system in all 
kinds of audits, not only for the VAT reim-
bursement. The Electronic System of Risk 
could focus on VAT and other types of tax-
es (e.g. Tax on Income and Profit) for the 
automatic selection. Despite the current 
efforts undertaken, GTD needs to consider 
a plan of action in this direction due to the 
complexity of such application for the next 
3 years.

2. TAX ADMINISTRATION
To be approved within a short term:
1. It is recommended that specialised tax in-

spectors are appointed based on the taxpay-
er’s profile (small, medium and large tax-
payers) and sectoral specifics. In addition, it 
is necessary to improve the capacities and 
resources through annual training sessions 
and remuneration packages of inspectors, 
particularly those working in TAD and VIP 
Taxpayers Directorate.  

2. Although GTD publishes regularly its Tech-
nical Decisions and TAD has recently start-
ed to publish some of its own decisions, 
there are still some controversial interpre-
tations of the laws and by-laws by the struc-
tures of the Tax Administration and its offi-
cials while evaluating the same practices. 
Many replies to the taxpayers lack clarity 
and simplicity. The above could further lead 
to the increase of the perception of corrup-
tion practices. 
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	GTD and TAD should consider increasing 
the capacities on legal analyses and unify 
their practices, as well as to reflect the final 
decisions of the Courts for similar cases;

	GTD to prepare and publish on its official 
website the Annual Commentary of Cas-
es. The aim of this document should be to 
consolidate and unify the different inter-
pretations for the same practices. 

3. Tax inspectors should document and 
share with the taxpayers any findings 
during the tax inspections and tax audits. 
Although the sharing of tax audit findings 
with taxpayers is explicitly defined in the 
Law, this remains still a concern. There-
fore, administrative measures have to be 
taken for the inspectors that do not comply 
with this rule. Clear penalties should also 
be provisioned for members of tax admin-
istration structures when committing ad-
ministrative offences. 

4. Tax inspections (risk-based selected) 
should be done in teams of 2 or 3 inspectors, 
particularly in VIP businesses and in com-
prehensive and complex audits.

To be approved within a medium-term:
5. To increase inspectors’ expertise through 

continuous training in tax and accounting 
by professional and relevant organisations 
such as Institute of Approved Accounting 
Experts (IEKA) and national/ international 
reputable tax and accounting companies.

6.  The Tax Administration can develop joint 

training with tax inspectors and businesses 
on a sectoral basis.

7. 
3. TRANSPARENCY AND 
AWARENESS RAISING
To be approved within a short term:
1. Publication of GTD and TAD annual reports 

as means of increasing the standards of 
transparency to the public;

2. TAD decisions should be published system-
atically (protecting confidentiality);

3. The website to provide information also in 
the English language;

4. 100% availability/accessibility of the web-
site;

To be approved within a medium-term:
5. Stabilisation of the fiscal package and tax 

procedures through public consultation to 
be planned by the business in their invest-
ment’s plans.

6. The development and publication of an an-
nual communication program with busi-
ness associations diversified by sector on 
tax legislation and procedures.

7. GTD should consider developing a proce-
dure in its information system for the elec-
tronic notification of the taxpayers (e.g., 
through pop up notifications/alerts) on the 
relevant changes in the tax legislation. This 
is especially convenient to small business-
es which do not have the proper resources 
to keep up with the frequent changes in tax 
legislation. 
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About the Questionnaire
This questionnaire is based upon issues raised in the last assessments on tax inspections per-
formed by IFC, FIAA, ATA, and business associations. It also considers the following legal base:
1. Law No. 9920, dated 19.05.2008 “On Tax Procedures in the Republic of Albania” (amended);
2. Instruction of the Minister of Finance No. 24 dated 02.09.2008 on Tax Procedures in the Re-

public of Albania (amended);
3. Regulation No. 1, dated 28.04.2009 “On Selection Procedures for Inspection” by the General 

Tax Directorate;
4. Manual on Tax Audit by the General Tax Directorate.
5. Decision of Council of Ministers no. 922, dated 29.12.2014 “On the obligatory declaration of tax 

declarations and other documents, only through the electronic form”.

The findings and suggestions resulted from this questionnaire will be discussed in the next IC 
meeting on 30th September 2015. Recommendations approved by the Investment Council will be 
submitted to the Albanian Government for further consideration. This could entail legal and regula-
tory amendments or reviews. 
The completed questionnaire may be sent by e-mail to info@investment.com.al or directly filled 
in online at: www.investment.com.al  by 14th September 2015.

ANNEX 2
QUESTIONNAIRE
ASSESSMENT ON TAX 
INSPECTION IN ALBANIA

I. GENERAL
1. Select one of the areas below which better defines the main economic activity of your business:

 » Mining and quarrying
 » Manufacturing Industry
 » Electricity, gas, steam and air conditioning supply
 » Water supply; sewerage, waste management and remediation activities
 » Construction 
 » Services
 » Wholesale and retail trade; 
 » Transportation and storage
 » Hotels
 » Information and communication
 » Architectural and engineering activities; 
 » Travel agency, tour operator 
 » Other (please specify___________________)

2. The main shareholders (owning more than 50%) of your business are:
Albanian 
Foreign

3. Select size of your organization according to your last year turnover: 
Small (2 – 8 Million ALL)    
Medium (8 – 50 Million ALL)  
Large  (over 50 million ALL)      

2. EFFECTIVENESS OF THE TAX INSPECTION
4. Select the nature of tax inspection and define the number of times that your company was in-

spected during each respective year:

Number of inspections

Nature of audit 2013 2014 2015

Full Tax Audit

Fiscal Visit

On-site inspections

Re audits
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5. Define the time duration of the last tax audit/inspection:
□ 1 week     
□ 1 – 4 weeks   
□ 1 – 3 months    
□ 3 – 6 months            
□ More than 6 months (specify) ____________

6. Evaluate in the following the clarity of the documents provided by the Tax Administration en-
tailed during a tax inspection.

Very clear Clear Somewhat clear  Unclear Very unclear

7. Evaluate in the following the professionalism of the tax inspector with regard to:

Tax Inspector’s 
professionalism

Very 
professional Professional   

Somewhat 
professional

Unprofes-
sional

Very unpro-
fessional

Behaviour/Ethics

Communication

Competencies/
Specialization

Logistics support

8. Evaluate in the following the clarity of the Tax Audit Report issued by the inspector in the end of 
the Tax Audit with respect to:

Clarity of Tax Audit 
Report

Very clear Clear   Somewhat 
clear 

Unclear Very unclear

Content

Format

References

Findings/conclusions

3. AWARENESS OF THE TAXPAYERS
9. Have you undertaken any Tax Appeal procedures during the last 3 years?

Yes
No

If yes, please evaluate in the following the effectiveness of the procedure.
Very clear Clear Somewhat clear  Unclear Very unclear

Please provide any suggestions on the role and procedures of Tax Appeal Directorate (DAT)

10. Based on your experience, the adequate implementation of the tax legislation by the businesses 
is related mostly to the:

Clarity of legislation                              
Interpretation of the legislation   
Capacities of the tax administration   
Information of the businesses  

11. Evaluate in the following the clarity of the content of the information provided by the Tax Ad-
ministration related to the legislation on tax procedures. 

Very clear Clear Somewhat clear  Unclear Very unclear

12. Evaluate in the following the clarity of the explanations related to the legislation on tax proce-
dures provided by the Tax Administration. 

Very clear Clear Somewhat clear  Unclear Very unclear

13. Are you aware that the selection of taxpayers to be inspected will be made through the new risk-
based system?

Yes
No 
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14. Have you been trained in the last years by the Tax Administration on the implementation of tax 
legislation?

Yes
No

If yes, please provide as many details as possible

15. Evaluate in the following the satisfaction with the e-TAX services as relates to:

E-tax Very 
satisfied

Satisfied   Somewhat 
satisfied

Unsatisfied Very 
unsatisfied

Access to electronic 
filling

Reliability of the data

Accuracy of the data 
processing

16. Rank three of the most important factors related to the tax system that may lead to informality 
(1-most important and 3-important):

Tax legislation
VAT 
Tax on Profit
Tax on Personal Income
Social Security Contributions 
Tax Auditing and Inspections Procedures
Relations with tax administration

4.  ANY ADDITIONAL COMMENTS:
(In this section, please feel free to provide any feedback you might have from your experience as a taxpayer 
and/or from your perception on each of the areas below.) 

	Formal and informal penalties imposed as a result of a tax inspection:

	Suggestions for minimising corruption practices in a tax audit:

	Role and support of the Taxpayer’s Advocate Office:

	Sources of information on the tax legislation:

	Other
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T his document was drafted in the 
framework of the recommendations 
deriving from the First Meeting of the 
Investment Council in July 2015. It is 

aimed at structuring and encouraging debate 
among experts on realistic grounds and at pro-
viding concrete recommendations generated by 
businesses, with a view to formalisation being 
effective but balanced when it comes to its social 
impact and having as few costs as possible. 
The document takes into account: a) the dynam-
ics of the measures undertaken recently by the 
government as well as the reactions from differ-
ent actors; b) issues relevant to the fight against 
informality; c) recommendations on a sustain-
able reform against informality, in partnership 
with business. It is suggested to consider the 
business as a key partner of the government to be 
successful in this reform, which is challenging but 
indispensable to create a competitive economy. 
Informality is one of the main obstacles of other 
reforms to enforce fair competition in the Alba-
nian economy. Fight against informality is an 
essential precondition for a country that aims at:

 » enhancing the efficiency and competitive-
ness of its economy; 

 » improving the investments’ climate; 
 » ensuring the application of balanced tax policy;
 » ensuring a sustainable and long-term eco-

nomic growth;
 » fulfilling the obligations deriving from Agree-

ments with the EU
The competition of the grey economy against 
registered businesses and corruptive practic-
es were identified as the main obstacles of the 
business environment in Albania, according to 
analyses made by the European Bank for Recon-
struction and Development1 and FIAAs (2015)2. 
According to BEEPS V, 40.2% e of Albanian firms 
reported being unfairly competed by informal 
businesses. 
This document addresses the informality iden-
tified mainly in unregistered businesses, fiscal 
evasion, and informal employment. The analy-
sis also focuses on a sub-sector of the economy, 
namely milk processing, trying to shed light on 
the role of formalisation incentives and penal-
ties. At the same time, it addresses the indispen-
sable bilateral cooperation and transparency 
between the government and business as a pre-
condition for the success of reforms. We suggest 
a more insightful analysis to be carried out in 2016, 
considering the latest study of OECD on Albania, de-
velopments up to 2015 and future challenges.
The document is focused on five main pillars:
I. Formalisation reform where business is a 

partner 
II. A tax system and tax administration that is 

responsible for formalisation.
III. Regulatory system supporting formalisa-

tion.
IV. Access to loans and financial services as in-

centives to formalisation.
V. Consultation, transparency, and taxpayers 

education.

1  BEEPS IV and BEEPS V- Business Environment and 
Enterprise Performance Survey.
2  Foreign Investors Association of Albania (FIAA) -Business 
Environment Survey 2015

INTRODUCTION
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CONTEXT An essential aspect of the “informal economy” is 
“criminal economy,” the kind of economy result-
ing from the illegal production of products and 
services and activities forbidden by the law. The 
difference between the two is that in a criminal 
economy, what is prohibited is the activity itself, 
but in an informal economy, the activity itself is 
legal, but the income is concealed and avoided 
through illegal means6. 
Another definition of “informality” refers to “each 
legal economic activity carried out outside the gov-
ernment’s inspection range.” In this context, in-
formality refers to economic activities that 
are generally subject to fees and taxes. It ex-
cludes all activities that are considered illegal 
by the legislation (e.g. trafficking of narcotics, 
weapons, etc.)7. The latter is the largest shared 
approach towards informality and informal econ-
omy and has been used by the Secretariat while 
drafting this document. 

1. CAMPAIGN AGAINST INFORMALITY 
As of the 1st of September 2015, the government 
officially initiated an extensive campaign against 
informality in the country. This campaign was 

size of the informal economy in the EU-27, 2003-2012 –As a 
percentage of national GDP”.
6  The purpose of the fight against informality in informal 
economy is formalisation of informal activities so to have 
declaration of the income that have not been declared, 
while the purpose of the fight against informality in criminal 
economy (money laundering, illegal trafficking etc.) is related 
to the necessity to eliminate such sectors and as a results 
the income deriving from them.
7  Economic Informality: Causes, Costs, and Policies- A 
Literature Survey of International Experience, Background 
Paper prepared by Ana-Maria Oviedo for Country Economic 
Memorandum (CEM) – Informality: Causes, Consequences, 
Policies, June 2009, page 8.

FEW WORDS ON THE CONCEPT 

T o date, there is no unique definition of 
the notion of “informality” or “infor-
mal economy.” Informality and infor-
mal economy are analysed from dif-

ferent perspectives and refer to several activities. 
This is the reason why not just the definition but 
also its name is a matter of debate. The informal 
economy is also known as “shadow economy,” 
“cash economy,” “hidden economy,” “illicit econ-
omy,” “informal sector,” “underground economy,” 
etc. Informality started to become an object of 
discussion in academic circles of economists 
during the 1950s and 1960s3. This economic 
phenomenon was analysed in 1972 by the Inter-
national Labour Organisation (ILO) under the 
term “informal sector”4. Nowadays, informality 
represents an identified and serious problem 
also for developed countries, including those of 
the EU5. 

3  Klarita Gërxhani –“Informal Sector in Developed and Less 
Developed Countries: A Literature Survey”.
4  Klarita Gërxhani –“Informal Sector in Developed and Less 
Developed Countries: A Literature Survey”.
5  Policy Brief on Informal Entrepreneurship- European 
Commission and OECD- Countries in Eastern and South-
Eastern Europe, except for the Czech Republic and Slovakia, 
have a lower level of informality compared to the EU 
average, while countries of Western and Northern Europe 
have informality figures below the average EU level - “The 
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preceded by public statements during July–Au-
gust 2015 on the necessity to fully establish the 
rule of law in the economic and commercial 
sphere of the country. The campaign was also 
preceded by a series of concrete (not published) 
steps by the government, including the estab-
lishment of a working group within the Council 
of Ministers, discussions in the Inter-ministeri-
al Strategic Planning Committee (SPC), and the 
presentation of the campaign to the National 
Economic Council (NEC).

The process was accompanied by a large num-
ber of on-site tax inspections (fiscal visits) aimed 
at scanning the informality situation, numerous 
media statements by all stakeholders, followed 
by a series of legal initiatives. A “unique” intensity 
of debate and reaction was observed concerning this 
campaign, involving the government, the business 
and its representative associations, as well as inter-
national institutions.  
You may find below a chronological presenta-
tion of the main actions undertaken by the gov-
ernment and the most notable reactions of the 
business concerning the campaign against in-
formality:

1. From July 2015 and on, the govern-
ment intensified public statements gen-
erally towards the public and specifically 
towards the business regarding the neces-
sity of a campaign against informality, 
which would aim at reinstating fair com-
petition grounds in the market and pro-
tecting consumers from abusive practices 
of companies. It seems that the initiation 
of this campaign was considerably condi-
tioned also by the failure to meet the objectives 
related to the state budget incomes during the 

first half of 2015. 
2. On the 31st of August 2015, during the 
meeting of the National Economic Coun-
cil, the Prime Minister of Albania present-
ed the campaign against informality to 
businesses, while the Minister of Finance 
explained the plan of measures.8The 
campaign is composed of 2 stages: The 
short-term action plan; and the drafting 
of a final, inclusive, 2-year action plan. 
The short-term plan is composed of three 
components related to communication: 
public awareness, business awareness, 
and public administration awareness on 
the relevance of the fight against informal-
ity; legislation: toughening legal measures 
against those that do not abide by the law, 
legal measures for the taxation and cus-
toms administration, legal amendments 
to increase of incentives on the implemen-
tation of the law; terrain: identification of 
high-risk areas, sectors, and businesses, 
the establishment of a joint task force 
comprising the General Directorate of 
Taxation (GDT), General Directorate of 
Customs (GDC), Sector against Economic 
Crime, and Labour Inspectorate.
3. For an effective fight against infor-
mality in the country, on the 17th of Septem-
ber 2015, a Memorandum of Cooperation 
on the Fight against Evasion and Infor-
mality was signed between the Ministry 
of Finance, Ministry of Interior, and the 
General Prosecutor’s Office. The Memo-
randum aimed to formalise sustainable 
institutional cooperation to investigate 

8 Source http://kek.al/njoftime/takim-i-keshillit-ekonomik-
kombetar/
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evasion in taxation and customs and es-
tablish specific inter-institutional struc-
tures against informality, following the 
model used in 2014 in the campaign on 
the payment of electricity bills. Moreover, 
some Cooperation Agreements have been 
signed between the Ministry of Finance 
and the Ministry of Healthcare, Ministry 
of Environment, Ministry of Agriculture, 
Ministry of Social Welfare and Youth, 
which aimed to coordinate efforts for the 
priority on the fight against informality.
4. The start of the campaign was ac-
companied by legal initiatives9 of the gov-
ernment aimed at toughening the admin-
istrative and criminal measures against 
businesses that exercised economic activ-
ity without being registered, without fiscal 
devices in accordance with the criteria 
stipulated by the effective legislation, and 
against entities that didn’t carry out the 
real declaration of incomes or employees, 
etc. 
5. Even though there was tough public 
debate over their proportionality,  the pro-
posed amendments to the Law on Tax 
Procedures and to the Criminal Code were 
approved by the Assembly of Albania10. 
6. By the end of September 2015, the 
Minister of Finance and the Minister of 
Economic Development, Tourism, Trade, 

9 Law No. 99/2015 ‘On amendments and additions to the 
Law On tax Procedures in the Republic of Albania’ and the 
draft-law “On some amendments and additions to the Criminal 
Code of the Republic of Albania”.
10  Law No. 99/2015 “On some amendments and additions 
to Law No. 9920, dated 19.5.2008, “On ax Procedures in the 
Republic of Albania,” as amended” and Law No. 135/2015 
“On some amendments and additions to Law No.7895, dated 
27.1.1995, “Criminal Code of the Republic of Albania,” as 
amended”

and Entrepreneurship launched the ap-
plication of the Risk Model on the grounds 
of which the General Directorate of Tax-
ation would select a business of a high-
risk category as subject of tax inspection. 
Moreover, the General Directorate of Tax-
ation published the 2014-2017 Strategy in 
the area of taxation. On the 2nd of October 
2015, the public was also presented with 
some government measures related to in-
formality in the transport sector. 
7. The campaign was accompanied by 
media reports and reports from business-
es on added on-site tax inspections and 
the concern that such inspections consid-
erably penalised small companies as the 
defenceless category. 
8. The government has stated in sev-
eral instances, to the public and during 
meetings organised with businesses that 
the campaign would focus on large business-
es, while the on-site inspections towards 
small businesses were of an awareness na-
ture on the necessity to exercise their ac-
tivity as entities that are properly regis-
tered in the National Registration Centre. 
An emphasis was made on the legal obli-
gation to be equipped with fiscal devices 
and to issue the tax coupon. On the other 
hand, farmers have been constantly called 
to register and equip with NUIS (Unique 
Identification Number) to benefit from 
VAT reimbursement schemes and grants 
of different projects under the assistance 
of the government.
9. On the 16th of November 2015, The 
Prime Minister presented to small busi-
nesses some of the measures envisaged in 
the 2016 Fiscal Package, unveiling facilita-
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tions of the fiscal burden. For small busi-
nesses with an annual turnover between 
0 and 5 million ALL, the simplified profit 
tax would be 0, while for businesses with 
an annual turnover between 5 million and 
8 million, the simplified profit tax would 
be 5%11. Moreover, small businesses were 
given the guarantee that tax inspectors 
would be withdrawn from on-site inspec-
tions and that inspections would be made 
on the grounds of the Risk Model.
10. On the 7th of December 2015, in a 
hearing session organised by the Parlia-
mentary Committee of Economy and Fi-
nance, business associations presented 
their suggestions and comments on the 
amendments envisaged in the 2016 Fis-
cal Package 201612, as well as on different 
economy-related laws, mainly emphasis-
ing the reduction of the fiscal burden. 
11. The campaign against informality 
has been supported in principle by many 
international institutions and missions 
operating in Albania, business associa-
tions, and economic experts, considering 
it indispensable for the Albanian econo-
my.

You may find below some of the most notable 
comments of stakeholders: 

 » Different economy experts emphasise the 
necessity of incentives for formalisation 

11 As part of the draft-laws of the 2016 Fiscal package, 
these amendments are still under legislative process in the 
Assembly of Albania.
12 The 2016 Fiscal Package was officially published on the 
18th of November 2015 by the Ministry of Finance http://www..
financa.gov.al/al/legjislacioni/aktet-ligjore-dhe-nenligjore-per-
taksat/paketa-fiskale-

and the improvement of fiscal administra-
tion as preconditions for applying penal-
ties and fines against businesses.
 » Regarding the campaign, FIAA stated in a 
press statement on the 10th of September 
2015 that: “This is a very welcomed step for 
the country’s economy, and it will noticeably 
improve the business environment with vis-
ible benefits for the entire population. More-
over, FIAA believes that an effective fight 
against informality is one of the best ways of 
preventing a further increase of taxes, which 
would hamper economic growth”13.
 » The Chamber of Commerce and Industry 
of Tirana has supported the campaign 
against informality but expressing reserves 
on the government’s repressive measures and 
legal amendments to law no. 9920 “On 
Tax Procedures in the Republic of Albania” 
regarding increased fines in the taxation 
sphere and amendments carried out with-
out preliminary consultation with busi-
nesses14.
 » The American Chamber of Commerce 
has expressed its concerns regarding the 
campaign against informality undertaken 
by the government, concluding that the 
toughening of tax procedures have an op-
posite effect and oblige businesses to go 
bankrupt.
 » The German Chamber of Commerce has 
supported the campaign against informal-
ity but stating that the “devil is in the detail.” 

13  Such statements were also made on the 6th of October 
2015 during the presentation of the Survey performed by 
Foreign Investors Albanian Association (FIAA)- “Business 
Environment”.
14  This stance was held by the Head of the Chamber of 
Commerce and Industry of Tirana, Mr. Nikolin Jaka in media 
and different fora including the 5th of October 2015 meeting of 
the Investment Council.
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It has emphasised the aggressive nature of 
the campaign and the proportionality of the 
punitive measures against tax evasion 
against the damage caused15.
 » Confindustria has supported the cam-
paign in principle and has proposed con-
crete steps to reduce informality in the 
country, steps such as reducing the fiscal 
burden and the liberalisation of the fiscal de-
vices’ market. 
 » The People’s Advocate has emphasised 
that social policies must accompany the 
campaign against informality. 
 » The Representative of the International 
Monetary Fund (IMF) in Albania has ex-
pressed appreciation for the campaign 
emphasising that: “The initiative has been 
undertaken  due to the high level of informal-
ity, lack of income, and failure to fully apply 
tax laws. When it comes to the application of 
tax laws, we support it. I have never had the 
impression that it is especially focused on 
small businesses. What the government is 
aiming to achieve is to fight informality wher-
ever it is, in all economic transactions”16. 
 » The Representative of the World Bank in 
Albania has emphasised that: “the fight 
against informality must be continuous and 
it must be applied fairly by all segments of 

15 8  http://www.balkanweb.com/site/kasten-
mbeshtesim-aksionin-ndaj-informalitetit-por-djalli-fshihet-ne-
detaje/
16  Interview on Ora News (14th October 2014)

economy and business, which would create 
confidence in the eyes of the public that re-
forms are fair and that the application of the 
law is equal for all”. Moreover, according to 
her “The government would have to ensure 
adequate social mechanisms to address the 
short-term consequences or issues that may 
come to the poorest segments of the society.”17 
 » The Bank of Albania Banka has supported 

the campaign against informality, stating in 
a press statement: “The fight against infor-
mality would lead to the avoidance of double 
standards in companies’ financial state-
ments and balance sheets. Formalisation 
would also result in the development of capi-
tal markets, while the effects of the campaigns 
are being considered”18.

Thus, it can be concisely said that discussions and 
debates of different actors have focused on wheth-
er “the measures undertaken by the Government 
are the right ones,” regarding their proportional-
ity, form, and content, them being often also con-
sidered as “repressive” or aimed at “penalising 
businesses.” Meanwhile, we notice the government 
has undertaken a series of measures to create an 
environment of fair competition. So, what are the 
reasons for different actors’ perceptions mentioned 
above?!

17 10  http://www.mapo.al/2015/09/bb-mbeshtesim-luften-
kunder-informalitetit-kujdes-me-te-varferit

18 11  http://www.bankofalbania.org/web/NJOFTIM_PER_
SHTYP_7325_1.php
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1. DESK-RESEARCH 

T o make a realistic but comparative 
analysis, the Secretariat also con-
sidered numerous academic stud-
ies on informality, its measurement, 

its impact on the economy, and how to address 
the phenomenon. We studied the best reforms 
against informality applied by governments of 
EU countries (Italy and Slovakia), Turkey, Moldo-
va, Georgia, the region (Macedonia), etc. We also 
analysed studies of the OECD, IMF, World Bank, 
IFC, EBRD. Interviews with different business ac-
tors have been organised, and open and inclusive 
consultation with representatives of 14 chambers 
of commerce and business associations19. 
Furthermore, regarding how to address infor-
mality in the Albanian context, we researched 
the primary official documents published and 
approved by Albanian governments that focus 
on the fight against the informal economy. They 
are chronologically listed as follows:

19  https://www.investment.com.al/sq/per-nje-reforme-efikase-
kunder-informalitetit/

METHODOLOGY 

APPROVED AND PUBLISHED ACTS AND 
DOCUMENTS 

1. By the end of 2003, the Ministry of 
Economy asked OECD Investment Com-
pact to carry out a study on the informal 
economy in the country, with the purpose 
to come up with necessary recommenda-
tions for reducing the informal economy. 
To date, this is the most comprehensive 
study carried out on the informality of the 
Albanian economy. The study was carried 
out using a combination of macro and mi-
croeconomic statistics. It considered the 
extent and intensity of informal activities 
in the trade business sector, the impact of 
tax regimes and social insurance, and the 
relation between informal economy and 
expansion of unfair competition. In com-
pliance with the findings and recommen-
dations of this study, the Albanian govern-
ment established a Committee to prepare, 
draft, and implement an action plan on the 

w w w . i n v e s t m e n t . c o m . a l

a. The 2014-2016 Economic and Fiscal 
Program of Albania,24 which identifies 
the main directions of the fight against 
informality: 
 » increase of the number of inspec-
tions by the State Labour Inspec-
torate (SLI);
 » increase of the number of inspec-
tions by the Task-Force Implemen-
tation Unit of the Tax Investigation 
Directorate;
 » higher use of fiscal devices.

b. Action Plan on the improvement and 
monitoring of indicators “Doing Busi-
ness 2015”25;

c. The 2014-2020 National Strategy on 
Employment and Skills and the rele-
vant Action Plan identifies the issues 
of informality from the perspective of 
employment issues.

d. The 2014-2020 Public Funds Man-
agement Strategy,26 which, even 
though it is not directly related to 
economic informality, is aimed at en-
suring a public finance system that 
encourages transparency, accounta-
bility, fiscal discipline, and effective-
ness of management and use of pub-
lic resources to provide improved 
services and economic development.

2. INDIVIDUAL MEETINGS 
During October-November 2015, the Secretari-
at has held a considerable number of meetings 
with different actors involved in discussions on 

24 DCM No. 33 dated 29.01.2014
25 DCM No. 591 dated 10.09.2014
26 Public Funds Management Strategy –Ministry of Finance

reduction of the informal economy20. 
2. In December 2004, this Committee 
drafted a detailed Action Plan on the re-
duction of the informal economy. The Ac-
tion Plan identified the aimed objectives, 
applied measures, concrete timeframes, 
responsible institutions, and monitoring 
indicators. The Action Plan envisaged the 
implementation of the measures during 
the 2005-2009 period, and it was ap-
proved in April 200521. 
3. Following the 2005 general elec-
tions, the Albanian government approved 
an action plan of the regulatory reform to 
improve the business climate, state the 
non-qualitative regulatory framework 
that had been in force up to that period 
had encouraged a high degree of informality 
in the Albanian economy22.
4. The Action Plan on Reducing Infor-
mal Economy was reviewed for the 2006-
2009 period23, again on the ground of the 
same main pillars, such as 1) Improvement 
and regulation of statistical estimates and 
GDP; 2) Identification and proper collec-
tion of social contributions; 3) Improve-
ment of the business environment and 
facilitation of procedures on starting and 
developing a business.
5. From 2014 and on, a series of other 
documents have been approved which 
have also had an impact in the reduction 
of informality in the economy, such as:

20  Order No. 180 dated 11.11.2004 of the Prime Minister 
“On the establishment of the Committee on the Drafting and 
Implementation of an Action Plan on the Reduction of Informal 
Economy”
21 DCM No. 246, dated 21.04.2005
22 DCM No. 157, dated 15.03.2006
23 DCM No. 430 dated 28.06.2006
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the campaign against informality, such as com-
mercial companies, business associations and 
organisations, civil society actors, independent 
economy experts, representatives of interna-
tional organisations and officials of the fiscal 
administration, etc. The meetings were aimed 
at collecting as many opinions as possible on 
the campaign, causes of informality, and sugges-
tions on how to effectively address the phenom-
enon.

3. ONLINE SURVEY
Moreover, the Secretariat set up an anony-
mous survey on informality and launched it 
on the IC web page to obtain businesses’ direct 
opinions. The survey was filled in online by 89 
companies and by 11 companies during direct 
meetings. Around 60% of the companies have a 
turnover of over 8 million ALL, and respectively 
73% are subject to VAT, and 20% are classified 
as VIP business by the Regional Directorate of 
Large Taxpayers. Foreign companies comprise 
around 30% of answers. The more represent-
ed sectors in the survey include services at the 
level of 36%, commerce 35%, and industry 29 %. 
The survey questions were focused on the ben-

efits and costs of formalisation, identification 
of causes that lead to informality, and measures 
businesses think should be applied to encour-
age and facilitate the formalisation of the Alba-
nian economy. 

4. CASE STUDY – THE MILK SECTOR 
To identify the problems at a sector and concrete 
level, the analysis was also accompanied by a 
preliminary study of informality in the milk-pro-
cessing sector. The purpose was to have a more 
focused study on the sector aspect to concretely 
identify the problems to provide realistic recom-
mendations for successful reform.
The reflected findings are based on the prob-
lems raised during discussions with approx-
imately 200 actors of the sector, mainly milk 
producers from the regions of Fier, Berat and 
Vlora, the Albanian Dairy and Meat Associa-
tion (ADAMA), representatives of the largest 
dairy farms in the country, and individual pro-
cessors in the areas of Përmet, Fier and Vlora. 
It considers the entire chain of values with all 
actors and the formal/informal operations re-
garding production, distribution, and employ-
ment.

w w w . i n v e s t m e n t . c o m . a l

1. STARTING POINT 

S tudies carried out by international 
organisations show that Albania has 
a considerable degree of economic 
informality. The survey of EBRD and 

the World Bank Group with enterprises (BEEPS 
V) has identified that 40.2% of the companies 
surveyed report competing against the infor-
mal sector, which is especially noticeable for 
small and medium enterprises. The Schneider 
(2010) study estimates Albania’s informal econ-
omy during 1999-2007 at an average of 34.3% of 
the GDP. A later study from Boka and Torluccio 
(2013) has calculated that the informal econo-
my during 1996-2012, depending on the method 
used, can be estimated at an average between 
13.6% and 38% of the GDP. According to the Alba-
nian Government, the degree of economic informal-
ity is over 50%.
Informality is not a phenomenon encountered 
only in Albania or in countries in transition. Sch-
neider (2010) has performed calculations about 
27 countries of the EU on the informal econo-
my during 2003-2012, concluding that Bulgaria 
had the highest level of informality, at 30.1% of 

INFORMALITY 
ANALYSIS IN 
ALBANIA

the GDP in 2012 and that Austria had the lowest 
level of informality, at 7.6% of the GDP, while the 
European average for the same year is estimated 
at 18.2% of the GDP. More detailed information 
about EU countries can be found in Annex 1. 
Many approaches in addressing informality fo-
cus on enterprises and identify the criteria that 
distinguish formalised enterprises from infor-
mal ones. Some of the main indicators27 kept into 
account to identify informal enterprises concern: 
the size; registration status or recognition of the 
enterprise by a governmental agency; employer/
social insurance contributions paid by the enter-
prise; the legal form of organisation of the enter-
prise and nature of financial accounts; legal and 
property rights. 
However, to have a full analysis of factors that 
encourage informality, a deeper analysis is re-
quired with a multilateral legal and institutional 
observation of the shortcomings that may allow 
room or encourage informality, such as, e.g. the 
labour legislation, property issue, registration 

27  Note: Informality, Inclusiveness, and Economic Growth: 
An Overview of Key Issues; James Heintz University of 
Massachusetts, Amherst, USA Political Economy Research 
Institute- July 2012.
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and licensing of private activities, financial mar-
ket, fiscal burden and tax system, etc. In fact, this 
document does not aim to exhaust all issues over 
the causes and measures to address informality. 
It is aimed at encouraging the debate by struc-
turing the reactions towards the actions under-
taken by the decision-makers and prioritising 
the concrete recommendations generated from 
businesses to improve the business climate.  
In general, we can say there is an awareness and 
understanding by all actors over the necessity 
and benefits that can be generated in the long-
term by the formalisation of the economy. Thus, 
around 80% of businesses who answered the 
survey confirm they face unfair competition be-
cause of informality. According to the same sur-
vey results, the major part of businesses (around 
60%) considered being informal of having more 
costs than benefits. Businesses think that being 
informal brings short-term benefits, considering 
the current legal and administrative context. At 

the same time, they admit that there are more 
costs related to bribery, business security, and 
fear of tax inspections.  
According to an ILO study28 (2011) on informal 
employment, the reasons for informality in Alba-
nia are related to the complicated legislation and 
administrative regulations, fiscal burden, lack of 
confidence in institutions, as well as to the lack 
of culture and ethics to pay taxes and broad ac-
ceptance of illicit employment by the public. 
The degree of informality is also a reflection of 
the economic development model of the country. 
The Albanian economy is mainly based on ser-
vices and agriculture, where the agricultural sec-
tor has a considerable contribution to the GDP 
compared to countries of the region, but on the 
other hand, it also has the lowest productivity in 
the region (Figure 1) 

28  A comparative study on informal employment in Albania, 
Bosnia and Herzegovina, Moldova and Montenegro. (ILO)
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Figure 1.  Contribution of Sectors in the Gross Domestic Product during 2006-2014

Source: World Bank Data 
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The contribution of agriculture at approximately 
22% of the GDP in 2014 is even more considera-
ble in employment where on average 50% of the 

Source: INSTAT

According to INSTAT, during 2014, only 13% of reg-
istered economic activities belonged to agriculture, 
while the most significant weight of the number 
of enterprises is held by commerce at 47%, which 
also has the most considerable number of physical 
persons, 27% of the total of registered persons. It is 

thought that the sectors with more informality in-
clude commerce, services, and agriculture. 
Fiscal data show that the weight of the public 
sector against the GDP is at the lowest levels in 
the region, comparable with Kosovo, at 25%-
26% of the GDP during 2000 – 2015. 

workforce during 2012-2015 declare themselves 
to be self-employed in this sector, according to 
official statistics of INSTAT29 (Figure 2).

29  Labour Force Survey, Q-2 2015, INSTAT

Figure 2.   Self-employed in the private agricultural sector 
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 Figure 3.  Government’s income against GDP in countries of the Western Balkans during 2000 – 2015

Source: IMF, WEO, October 2015
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The primary source of government’s income 
comprises taxation and customs income, where 
the VAT contribution is more noticeable and 

is followed by social insurance and excise, as 
shown in Table 1 below, which includes data 
from 2005 and on. 

 Table 1.  Income from a tax against the total tax income
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From Taxation and 
Customs 74% 75% 77% 78% 77% 77% 77% 77% 76% 75% 75%

VAT 35% 36% 38% 41% 41% 40% 39% 39% 37% 37% 36%

Profit tax 10% 11% 9% 7% 6% 6% 6% 6% 5% 6% 7%

Excise 10% 11% 13% 12% 12% 13% 13% 12% 13% 12% 12%

Income Tax 4% 4% 7% 9% 10% 9% 9% 9% 10% 9% 9%

Social Insurance 18% 17% 16% 16% 16% 16% 16% 16% 17% 18% 17%

Health Insurance 2% 2% 2% 2% 2% 2% 2% 2% 2% 2% 3%

Source: Ministry of Finance – October 2015
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According to the IFC (2013) study,30 the costs of 
fulfilling taxation obligations represent a heavier 
weight for smaller companies, comprising 4.7% 
of total income for Micro companies, 3.9% for 
small companies, 1.4% for medium companies, 
and 0.3% for large companies. The World Bank 
Doing Business 2016 report concludes, “Albania 
ranks 142nd when it comes to Paying Taxes indica-
tor, and a company has to make an average of 34 tax 
payments annually and spend 357 hours on prepa-
ration, filling in, and payments while paying a total 
of taxes equal to 36.5% of the income”.  
As mentioned above, informality is complex, and 
materialisation and addressing it requires a mul-
ti-layered perspective that is in essence related 
also to the business climate. This document has 
identified only some of the mainly mentioned 
causes during interviews, discussions with in-
terested parties, and in the answers of the survey 

30  Tax Compliance Cost in Albania IFC- IDRA (2013)

and some encountered in international practic-
es. 

Therefore, the Secretariat has identified that in 
the case of Albania, the concrete factors that en-
courage informality are related to (i) the tax sys-
tem, (ii) the quality of institutions, (iii) access in 
funding and (iv) punitive measures. 

A. Findings of the Analysis 

On the grounds of the survey results, meetings, 
and the table with business representatives, 
conclusions have been achieved over a series 
of causes perceived as encouraging informality, 
but which can at the same time become obsta-
cles for the phenomenon and contribute to the 
business climate. In their answers to the survey, 
businesses say they face greater difficulties re-
garding the tax system (number of taxes, fiscal 
burden, and taxation procedures) and access to 
loans (Figure 4)

 Figure 4.
The most problematic 
factors of doing 
business according to 
the survey 

Source: Authors’ 
elaboration of the 
answers to the survey 
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2. TAX SYSTEM 
The tax system represents one of the main pillars 
that facilitates or impedes the formalisation of 
the economy, making the business climate more 
attractive or not. Regarding the tax system, busi-
nesses have identified the following concerns: 
tax burden, fragmentation of the tax system, tax 
administration, and tax procedures. 
The administration of taxes is mentioned as an 
issue in different recent reports of international 
organisations on the business climate of Alba-
nia, but it is also a genuine concern businesses 
shared during the direct meetings and through 
the answers of the online survey. Businesses 
have continuously emphasised and made vari-
ous comments, generally negative ones, over the 
capacities of the administration, interpretation 
of the legislation, and frequent tax inspections. 
Such comments continue to be in line also with 
the findings and recommendations of the Work-
ing Document of the Secretariat “Proposals on the 
Improvement of the Tax Inspection Process: Analysis 
in the framework of Improving the Business Climate 
in Albania,” presented during the meeting held 
on the 5th of October, in which VAT, lack of clarity, 
and frequent amendments to the tax legislation 
were identified as factors that can lead to infor-
mality. (Chart 5)

 Figure 5.  Opinions of businesses over the main tax 
system factors that lead to informality

Source: Tax Inspection Survey: Elaboration of the 
Secretariat, September-October 2015

There are concerns expressed by businesses 
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of field losses) by the tax administration and 
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specific technological processes. There are 
numerous reactions from businesses and fis-
cal experts concerning the current fragment-
ed fiscal policy that is perceived as an encour-
agement for informality, while they emphasise 
the existence of a non-professional tax ad-
ministration that does not meet the intensity 
and professionalism required by the reform 
against informality. 
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has recently undertaken essential steps, such 
as the application of the Risk Model and organ-
isation of intensive training for the tax adminis-
tration, we think there is room for changing the 
approach of the tax administration-business 
relation. The establishment of a bilateral under-
standing and development would benefit from 
the first tax inspection to be consultative, and in 
the event of failure to apply the instructions given 
by the tax administration, the second inspection 
could lead to the application of strict penalties. This 
would avoid confusion, misinterpretation, and 
abuse from both parties. According to the direct 
answers to the survey, corruption of the admin-
istration encourages informality and failure to 
pay taxes.
You can find below the issues identified: 

a) Fragmentation of the tax system:
 » The VAT threshold of ALL 5 million turnover 

for small businesses results in the VAT chain 
breaking and doesn’t allow the link to the 
final consumer, which should be the one to 
pay this indirect tax. Even though it has been 
considered a supportive measure for small 
businesses and to lower the price for con-
sumers, many experts and companies con-
sider it an encouragement of informality and 
fiscal evasion. The VAT chain’s interruption 
is deemed to be unfair, as it prevents the in-
spection of the actual turnover of businesses, 
the possibility to cross-check VAT invoices, 
and the verification of inventories and trade 
of intermediary goods. Meanwhile, there 
is pressure from companies that consider 
themselves “small” not to receive VAT invoic-
es from wholesale sellers and suppliers, so to 
avoid inspection and keep the declared turn-
over under the VAT threshold. 

 » Profit tax and business category according 
to annual turnover. In the new 2016 fiscal 
package, the government has envisaged 
as an incentive for small businesses, in the 
framework of measures against informality, 
the exemption of the profit tax for companies 
with an annual turnover up to ALL 5 million 
and the reduction of the profit tax to 5% for 
the businesses with a turnover between ALL 
5 – 8 million.  Again, the three levels of prof-
it tax for small businesses, 0%, 5%, and then 
15%, are considered a reason to stay under 
the annual turnover of ALL 5 million or ALL 
8 Million.

Customs reference prices and customs fees 
on imports from non-EU countries, such as, 
e.g. from China, have often become the cause 
of smuggling, evasion, as well abuses with the 
concealment or overpricing of the actual costs 
of products. Meanwhile, the low customs fees 
in the region encourage the illicit introduction of 
goods as personal consumables and unfair com-
petition in markets.

b) Fiscal equipment. 
There is a perception that the Government’s 
Campaign is focused on the equipment with 
fiscal devices, issuance, and receipt of the tax 
coupon. The equipment with fiscal devices is 
deemed an essential means for the avoidance of 
fiscal evasion. However, there are discussions 
over the price of fiscal devices, which are diffi-
cult to cope with, especially by small business-
es, and the timely maintenance assistance by 
companies providing fiscal devices. Moreover, 
it has been identified that the tax administration 
doesn’t unify its practice in cases the legislation 
stipulates there is no need for fiscal devices – 
even in such cases, businesses are obliged to 
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be equipped with fiscal devices due to the fear 
of penalties. There is also a need to encourage 
small businesses to be motivated to use bank-
ing channels as much as possible since the legal 
framework doesn’t stipulate the obligation to be 
equipped with fiscal devices when the business 
cashes in through banking channels. You may 
find below the legal analysis on such cases, pre-
pared by the Secretariat and sent to the Ministry 
of Finance and the General Directorate of Taxa-
tion. 

LEGAL ANALYSIS OF THE OBLIGATION 
TO BE EQUIPPED WITH FISCAL 
DEVICES 

Businesses and individuals that are 
properly registered in the national Reg-
istration Centre as commercial entities 
or physical persons, due to their limited 
commercial activity, do not make cash 
payments for the circulation of their 
goods or services. Such payments are 
regularly made through second-tier 
banks in the Republic of Albania, there-
fore documenting all the money cashed 
in and/or the payments made. 
In these circumstances, such busi-
nesses issue proper tax bills (VAT for-
mat or simple tax invoice), but are not 
equipped with fiscal devices in com-
pliance with the provisions of article 
55 of law no.9920, dated 19.05.2008 
(as amended), which envisages the 
general rule in paragraph q as follows: 
“Taxpayers that carry out circulation 
of goods and services, for which pay-
ment is not made through banks, shall 
be obliged to install and use the fiscal 

system, through the use of fiscal de-
vices, so to record cash payments and to 
issue, mandatorily, the tax coupon...” and 
following legal details stipulated in the 
Minister of Finance instruction no. 24, 
dated 02.09.2008 “On tax Procedures” 
(as amended).
Regardless of the abovementioned legal 
provisions, during on-site inspections 
carried out by the tax administration 
and due to the interpretations made to 
this issue by Regional Directorates of 
Taxation, such businesses are being 
required to install fiscal devices, even 
though they make no cash payments. 
As a justification, such businesses are 
being told that the type of activity they 
perform is not exempted from the obli-
gation to issue the tax coupon, in accor-
dance with the specifications of DCM 
no.781 dated 14.11.2007 “On Technical 
and Functional Characteristics of Fiscal 
Devices,” paragraph 1, point 9.2.3 and 
paragraph III.
According to the Secretariat of the In-
vestment Council and not only, such 
interpretations go against the letter and 
spirit of law No.9920 and instruction 
No. 24 and create confusion among tax-
payers. According to the analysis of the 
Secretariat, taxpayers who do not make 
cash payments, but perform such pay-
ments only through banks, do not have 
the obligation to install fiscal devices. 
If it was otherwise, the legislator would 
have not expressively stipulated the 
phrase “for which payment is not made 
through banks” in Article 55.

w w w . i n v e s t m e n t . c o m . a l

3. QUALITY OF INSTITUTIONS
Businesses indicate a certain lack of trust in 
public institutions, generally, and on fiscal ad-
ministration, in particular. Corruption and polit-
ical influence are considered factors that have 
generated a high degree of informality. In the 
meantime, there are concerns about the smug-
gling of goods that are imported, as well as a lack 
of capacities and standardisation for the control 
of domestic production. A summary of the main 
problems is provided below: 

a) Capacities of the public administration
 » Businesses have constantly indicated con-

cerns regarding the capacities of the public 
administration and, in particular, those of 
the Tax Administration in terms of being in 
line with the intensity of actions against in-
formality. The lack of trust and lack of posi-
tive reaction to the quality of the administra-
tion are evident in the survey’s answers. This 
is also seen in the interviews held in person 
with the private sector. About the Tax Con-
trol work, the administration’s capacities are 
viewed as limited in some aspects, such as 
administrative infrastructure, communica-
tion, and professionalism. Businesses say 
that inspectors, both from the tax adminis-
tration and customs administration, are not 
specialised according to the nature of the 
business to provide a fair judgment, which 
leads to conflicts, penalties, and costs. A 
spirit of cooperation and partnership with 
the public administration is required.  

b) Extensive number of inspections
 » Contacted businesses report a large number 

of controls by different administration insti-
tutions, including the tax administration. A 

lack of coordination is noticed amongst the 
state inspectorates, which creates negative 
pressure on the business and does not have 
clarity on the object of control and why the 
taxpayer is subject to control. 

 
c) Administrative burden in licences and 
procedures for the agro-industry, etc. 

 » In the survey, there are comments about the 
high number of licences and institutions en-
gaged in the control of a producing business 
in the agro-industry, such as the production 
of wines, where it is stated that 4 licences are 
needed from different institutions, a bank 
guarantee for 30% of products, payments for 
fiscal stamps, without calculating taxes, etc. 

d) Real possibility to control production 
businesses in the country 

 » Businesses say that domestic production in 
the agro-industry and other sectors, such as 
the clothing industry, creates premises for 
evasion because it is difficult for the tax ad-
ministration to control the quantity of pro-
duction. This leads to unfair competition in 
the market and raises suspicions about the 
quality of products offered to the consumer. 

e) Lack of preliminary consultation on 
legislation and lack of inclusiveness 

 » Based on the provisions of Article no. 
146/2014, “On Public Notification and Con-
sultation”, the process of public and prelim-
inary notification and consultation, national 
and local strategic draft projects and also 
policies of high public interests is manda-
tory. Executive bodies proposing law initia-
tives shall fulfil their obligations concerning 
provision of information on the process of 
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notification and public consultation at all 
stages, starting from publishing the draft 
act, receiving comments and recommenda-
tions for its improvement, organising public 
debates, and approving the final act.  Re-
gardless of the above, frequent legal chang-
es become public only after the Council of 
Ministers reviews the draft laws and when 
these draft laws are sent to the Assembly of 
Albania for approval. A concrete case lack-
ing public consultation with a group of inter-
est, including business associations, was the 
approval of law no. 99/2015 dated 23.09.2015 
“On several changes and addendums to law 
no. 9920 dated 19.05.2008 “On tax proce-
dures in the Republic of Albania” amended” 
(“law no. 99/2015 dated 23.09.2015”). The 
approval of this law which harshens the 
sanctions against the business for violation 
of tax nature, was accompanied by debates 
on the lack of necessary transparency, and it 
caused reactions of the vast business com-
munity, as mentioned above.

e) Confusion of the business as a result of 
continuous and poor quality legal changes

 » As identified in the working document - “Pro-
posals to Improve the Tax Control Process: 
Analysis in the framework of the Improve-
ment of Business Climate in Albania” – Fre-
quent changes to the tax legal framework do not 
help businesses consolidate their exact approach 
to the tax system. Frequent changes in the legis-
lation are another issue raised, which puts the 
stability of the business environment at risk 31. In 
the conditions when the tax legislation, espe-
cially legislation related to the tax procedures, 

31  Law no.9920 dated 19.05.2008 has been amended 12 
times.

is subject to frequent changes and when the 
capacities of the tax administration to adapt 
to such changes and to update itself remain 
uncertain, the risk for arbitrarity in the field as 
a result of erroneous interpretation of the law 
and procedures that it sets forth is very high, it 
brings about uncertainty in the business com-
munity and mutual lack of trust. Also, con-
sidering the considerable lack of knowledge 
of taxpayers in the tax and financial fields32, 
particularly regarding the small business, fre-
quent legal changes not only do not improve 
the situation but may have a counter effect 
regardless of their positive intention. On the 
other hand, hurried, inharmonious chang-
es carried out without consultation result in 
confusion and contradictory juridical norms. 
Also, it is indispensable that secondary leg-
islation – instructions regarding taxation – 
be detailed through examples and concrete 
cases for all norms and procedures that are 
set forth by law instead of referring word per 
word to the provisions of the law.  

CONFUSION WITH THE LEGISLATION ON 
SIMPLIFIED PROFIT TAX INSTALMENTS’ 
PAYMENT 

The provisions of article 13 of law no. 
99/2015, dated 23.09.2015 create confu-
sion regarding the deadlines for taxpayers 
to prepay the instalments of the profit tax 
and the simplified profit tax, as they clash 
with the provisions of law no. 9632, dated 
30.10.2006 “On Local Taxes System” (as 
amended) (“Law No. 9632”) 

32  According to the report from Standard & Poors 2015: 
“Albania ranks penultimate globally as regards financial 
literacy”.
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Article 13 of law no. 99/2015 makes an ad-
dition to law no. 9920, dated 19.05.2008. 
article 114/1, entitled “Failure to pay instal-
ments of the profit tax and simplified prof-
it tax” is added and has the following con-
tent: The failure to meet the deadline on 
the payment of preliminary instalments 
of the profit tax and simplified profit tax, 
in compliance to Article 30 of law no. 
8438, dated 28.12.1998, “On income tax,” 
as amended, shall be punishable by fine 
equal to 15 percent of the amount of the in-
stalment that is to be paid”.
Article 13 relates the prepayment deadlines 
with the provisions of article 30 “Prepay-
ments” of law no. 8438, dated 28.12.1998 
“On Income Tax” (“law no. 8438”). Article 
30 of law no. 8438 stipulates: “During the 
next tax period, taxpayers shall pay, in the tax 
bodies’ account, the quarterly instalments of 
the profit tax, within the 30th of March, for 
January, February, and March; within the 
30th of June, for April, May, and June; within 
the 30th of September, for July, August, and 
September and, within the 30th of Decem-
ber, for October, November, and December.”  
Article 30 of law No.8438 envisages the 
deadlines for the prepayment of instal-
ments of the profit tax, and not of the sim-
plified profit tax (7.5%) which is regulated 
by special law, namely law no. 9632. Arti-
cle 15 of law no. 9632 stipulates, inter alia, 
that: “During the next tax period, taxpayers 
shall pay, in the tax bodies’ account or in the 
account of the Albanian Post Office, the quar-
terly instalments of the simplified profit tax of 
small businesses, within the 20th of April, for 
January, February, and March; within the 
20th of July, for April, May, and June; with-

in the 20th of October, for July, August, and 
September and within the 20th of Decem-
ber, for October, November, and December”.
Therefore, the content of article 114/1 
of law no. 9920, dated 19.05.2008 com-
bined with article 13 of law no. 99/2015, 
dated 23.09.2015, goes against the pro-
visions of article 15 of law no. 9632. 
This confusion with the deadlines will 
create blur in the implementation of the 
obligation and the legal norm both for 
taxpayers as well as for the tax admin-
istration, and will also create conflict, 
taking into account that the sanction en-
visaged for the failure to timely pay the 
simplified profit tax is a fine equal to 15 
percent of the amount of the instalment 
that is to be paid. Confusion goes further 
since the same amended article was put 
and reflected in point 14 of decision no.31, 
dated 27.11.2015 “On some additions and 
amendments to instruction no. 24, dated 
02.09.2008 “On Tax Procedures in the Re-
public of Albania,” as amended.
We are of the opinion that the deadlines 
for the prepayment of the simplified 
profit tax are those envisaged in article 
30 of law no. 9632, which is a special 
law, the provisions of which, on the leg-
islative technique context, cannot be in-
directly amended by a law that does not 
amend the special law, but another law 
namely Law no. 9920, dated 19.05.2008. 
It is necessary to make corrections through 
relevant legal interventions to article 114/1 
of law no. 9920, dated 19.05.2008, unify-
ing the deadlines of this article with the 
deadlines envisaged in law no. 9632.
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4. ACCESS TO FINANCE AS AN 
INCENTIVE FOR FORMALISATION
The low degree of economic growth, the decrease 
of the aggregate demand and options for attractive 
investments have led to shrinkage of funding by 
banks and stricter requirements for the business-
es. Informal loans are another growing phenom-
enon that is being confirmed by the survey. Such 
loans bear very high-interest rates and create a 
chain of debts and difficulties in formalising busi-
nesses. The results of the Survey on Informality 
indicate that loans have become very difficult for 
companies to attain. This is shown in 49% of an-
swers, and, as a result, an incentive for formalisa-
tion cannot be taken into consideration (Figure 6).

 Figure 6.  Difficulties regarding loans as a factor in 
the business climate 

Source: Secretariat’s analysis of answers in the Sur-
vey on Informality 

Efforts to decrease bad loans in the banking 
system through the plan of measures undertak-

en by the Government and the Bank of Albania, 
with the support of the IMF, as well as efforts to 
finalise the new draft law “On bankruptcy in the 
Republic of Albania”, drafted with the support of 
the KFN, are commendable.
On the other side, there are some government 
and donor grant and loan programs which facili-
tate the situation for certain sectors such as agri-
business, exports, women as entrepreneurs, etc. 
from the AARD, AIDA, IPARD, EBRD, etc., which 
must be coordinated and must support the ef-
forts of the government for successful reform.

5. PUNITIVE MEASURES AGAINST 
INFORMALITY
International experiences suggest that more 
substantial penalties function better when ade-
quate incentives have been created preliminarily 
for formalisation purposes and when informal 
companies have a more successful transition to-
wards formalisation. On the other side, it is to be 
considered that penalties (such as in Brazil and 
Argentina) may result in a counter-productivity 
and counter employment effect.33 
Businesses that have participated in the survey 
and those directly contacted admit to the need 
for penalties to reduce informality and fight un-
fair competition. But there is also almost a unani-
mous stance on the irrational severity of punitive 
measures, assessed in the conditions when there 
is a lot of scepticism regarding the quality of the 
tax and customs administration and the ability to 
make the right decisions. 
On the other side, there are many question marks 
on the efficiency of the complaint system, includ-
ing tax appeal procedures and complaints proce-
dures through the judicial system. The answers 

33  Economic Informality: Causes, Costs and Policies A 
literature Survey of International Experience, Ana Maria Oviedo
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to the survey on the Tax Control of the Secretariat 
(October 2015) pointed to the concern about the 
structure of the tax appeal structure, where only 
in 4% of cases, the decision taken was in favour 
of the taxpayers. Still, as regards this particular 
point, the regional tax administration had the 
right to appeal in judicial ways. 
It is also reported that Administrative Courts34 
are going through a paralysis due to workload, 
staff structure, limited infrastructure, and lack of 
transparency. None of the First Instance Admin-
istrative Courts has an official online webpage. 
Besides delays in trials that are extended beyond 
the legal timeframe of 3 (three) months, there is 
a problem with the quality of trials that, as busi-
nesses complain, are finalised in favour of the 
public administration. 

34  The Administrative Court of Appleals in Tirana alone 
counts 11,500 cases during 2014. These cases are to be tried 
by a total of only 7 judges.

6. CASE STUDY: MILK PROCESSING 
INDUSTRY35

In all the chains of the milk processing industry, 
some actors operate in an informal way (without 
the business identification number NIPT and 
without VAT tax invoices). Such “empty pockets” 
create premises for informality and lead to com-
plex operations for the other actors (formal ones) 
in this chain, as presented in the scheme below. 
Particularly, informal milk collectors and infor-
mal dairies circulate huge quantitites of milk and 
considerable capital, but not only; through their 
informal operations, they also harm the efforts 
made for quality control and safety of products.  
Given that the VAT cycle is not closed, it can not 
be sufficiently efficient as a result.

35  The full study has been published at www.investment.
com.al

The scheme of the chain of value in the processing of milk 
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Transactions through the banking system 
for all producers are not efficient. Moreover, 
most of them have to travel long distances 
to reach banks in the towns, and the sum of 
money earned from selling milk is too small 
compared to the efforts, time and costs. 
There is a lack of information, and there are 
difficulties in raising awareness of farmers 
on tax legislation and amendments to it and the 
formalisation scheme. The responsible regional 
administrative capacities are limited and often 
not close to assist the farmer. 
Problems regarding land registration and its 
market, animal identification and registra-
tion, lack of credibility of statistical data need 
to be tackled accordingly to enable a long-term 
formalisation of the sector. 

A more detailed picture of the food chain is 
provided below. Two examples are given about 
the cost the farmer faces for bank transfers 
and the continuation of the VAT chain. 

The Albanian farming sector is and will 
continue to be part of the growing demand 
for quantity and quality to meet the popu-
lation’s needs. Even though agricultural 
statistics do not provide fully credible and 
accurate data, some of the figures about 
the farming sector show that the number 
of farms dealing with farming is 352 315; 
farms that mainly deal in cattle are 214 
970, those that mainly deal in goats are 23 
445 and in sheep are 47 039. The quantity 
of milk at an amount of 1 133 000 tonnes 
per year are produced by 358 000 cows, 1 
896 000 sheep, and 904 000 goats36. Due 
to better management, there is a trend 
(even though a slow one) towards reduc-

36 Institute of Statistics (INSTAT) 2014

ing the number of livestock and increas-
ing milk and meat production. 
Approximately 80% (equals to 170 000 
cattle farms) have from 2 to 4 cows, ap-
proximately 15% (equals to 35 000 cattle 
farms) have from 5 to 10 cows, approxi-
mately 4% (equals to 9000 cattle farms) 
have from 10 to 15 cows, and only 1% 
(equals to 2500 cattle farms) have over 
15 cows. The milk is processed in dairy 
farms, which number has been roughly 
estimated to 450, out of which some 35% 
perform formal activity (are registered, 
with value added tax - VAT), while 65%37 

perform informal activity.
 A direct payment system for the area 
(subsidy scheme), at a total value of Euro 
6 million, started to be applied for the first 
time in 2006. Currently, the government’s 
support for the agricultural sector is equal 
to Euro 12,5 million, which, in the case of 
farming, is addressed to farmers that are 
registered in accordance with the law 
(have a NIPT number), according to the 
VAT scheme, who perform the identifica-
tion and registration (I & R) of livestock. 
A special regime has been designed for 
the formalisation of the agricultural pro-
ducers and VAT compensation38. Based 
on instruction No. 19, the buyer of agricul-
tural products is subject to VAT and other 
taxes and follows a normal VAT regime. 
The buyer issues a VAT invoice for each 
agricultural product purchased from 
farmers (auto-invoice), which includes 
the seller (producer) of agricultural prod-

37 Albanian Dairy and Meat Association (ADAMA).
38 Instruction of the Minister of Finance No. 19, dated 3 
November 2014 “On the application of the special regime of 
the compensation scheme for agricultural producers, for the 
purpose of the value added tax”.
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ucts, the NIPT of the seller, and other data 
as required in the official invoice form. 
The total amount of the invoice includes 
the amount paid to the farmer, compris-
ing the farmer’s compensation rate of 
20%. This amount of 20% is intended to 
cover the VAT paid by farmers to pur-
chase inputs and services for the produc-
tion of agricultural products. 
Instruction of the Minister of Finance no. 
26, dated 26.10.2015, specifies that the 
buyer does not have the right to charge 
20% VAT in the event they do not prove 
the performance of compensation to the 
farmer through banking transactions 
(from the bank account of the buyer to 
the bank account of the farmer) or the Al-
banian Postal Service. 
According to the General Directorate of 
Taxation, farmers with an annual turn-
over under Lek 5 million are not consid-
ered merchants. In this case, the NIPT is 
necessary only for VAT compensation. 
Farmers with a yearly turnover of over 
ALL 5 million have to register as regular 
taxpayers using VAT invoices. Currently, 
only some 20 000 farmers have NIPT39. 

Chain of values and its actors 
The milk sub-products sector includes 
goods suppliers and service providers, 
producers, milk collectors, milk proces-
sors, transporters, wholesale sellers, 
retail sellers, markets, and final users. 
Below, each of the actors is analysed re-
garding activity formality and informali-
ty. The milk production industry includes 
several goods suppliers and service pro-
viders, such as seeds companies (corn, 

39 Directorate of Agricultural Policies. MARDWA

alfalfa); fodder suppliers (concentrates); 
minerals and vitamins suppliers; veter-
inary pharmacies; sperm suppliers; vet-
erinary service; artificial breeding ser-
vice; mechanisation service. Currently, 
most suppliers and inputs are registered 
as VAT taxpayers, while in many cas-
es, the veterinarians, artificial breeding 
technicians, and mechanic machinery 
operators are not registered as taxpay-
ers. As mentioned above, to date, only 20 
000 farmers have NIPT, through which 
they are part of the VAT compensation 
scheme, on the grounds of VAT invoices 
issued by buyers. However, the majority 
of farmers have not yet registered.
Milk collectors. There are two types of milk 
collectors; individuals that collect milk 
and sell it to dairy farms (small or large 
factories) or directly to rural consumers, 
and collectors employed by dairy farms. 
In many cases, the first ones work infor-
mally, while the second ones are part of 
the milk sub-products factories’ staff.  
Processers. Of 450 units (small process-
ing units, or “Dairy farms” and factories), 
approximately 300 of them operate in-
formally, and only 150 are registered and 
operate as formal businesses. Many of 
the illegal units operate to supply the lo-
cal rural population. 
Due to the obligation to abide by the law, 
transporters are operating formally, es-
pecially those that transport milk and its 
sub-products to urban areas. Wholesale 
and retail sellers are becoming more and 
more formal in their activities, especially 
those wholesale and retail sellers that op-
erate in urban areas.
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EXAMPLE 1: PAYMENTS THROUGH 
BANK SYSTEM FOR FARMERS
The volume of milk sold out every day: 
70%-80% of farmers sell up to 10-15 liters a 
day.  The price of milk is: 38 All/liter.  Daily 
profit: 380-570 All. 
Payments made by buyers are made ev-
ery 10 or 15 days, so the total sum of pay-
ment (or transaction) varies from 3800 to 
5700 All (in 10 days), or 5700- 8550 All (in 
15 days).  The average distance of farms 
from city centers where the banks are lo-
cated is 40-50 km.  The transportation 
cost is about 400 All.  To receive they need 
at least 3 hours, which if converted into All 
is about 400 All.  Monthly bank commis-
sions vary from 150 to 500 All.

Total expenses for every payment with-
drawal are 950 - 1300 All.
Due to transaction through bank system, 
farm expenses in relation to income re-
alized by selling milk are calculated to be 
between:
16.6% to 25% when the payment is made 
every 10 days and bank fees are 150 All;
11.1% to 16.6% when the payment is made 
every 15 days and bank fees are 150 All;  
22.8% to 34.2% when the payment is made 
every 10 days and bank fees are 500 All;  
15.2% to 22.8% when the payment is made 
every 15 days and bank fees are 500 All. 

EXAMPLE 2: UNREGISTERED DAIRY
The minimum quantity of processed milk 
in a dairy is 500 lt./day.  In the case when 
dairies work throughout the year, the an-
nual capacity of processing is 500 lt. x 365 
days = 182,500 lt.  Buying price is: 38 All/lt. 
X 182,500 lt. = 6,935,000 All/milk a year.
26,071 kg of cheese are produced from this 
quantity of collected milk.  The price of 
cheese is 350 All/kg (minimum possible 
price) Annual turnover: 9,124,850 All.
Note: Taking into consideration the above 
mentioned argument, it is recommend-
ed that all processing units become part of 
voucher system with VAT, otherwise the un-
fair competition will increase and the quality 
of products remain problematic.  Apart from 
this, regarding the operations standards, all 
dairies shall be inspected rigorously by com-
petent authorities.
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V arious actors have a broad consen-
sus on the “need to formalise” and 
the benefits this process will bring 
to fair competition, the attraction of 

serious investments, and economic growth in 
the long term. On the other hand, there are un-
certainties for the business as to the further steps 
and extension in time of the action undertaken 
and the lack of information on the action plan.  
Word experience has shown that the approach to 
formalisation (a summary in Annex 3) implies a 
structure of reforms extended in time, consider-
ing legal and institutional dimensions (including 
but not limited to the tax and customs adminis-
tration), the provision of incentives and the grad-
ual toughening of penalties, the protection of 
vulnerable groups and certain sectors that tend 
to be informal.  Although the Minister of Finance 
has announced in the media the preparation of a 
two-year plan in December40, there is still no gov-
ernmental document concerning the platform of 
measures, if there is any sectorial analysis based 

40  http://www.ata.gov.al/operacioni-kunder-informalitetit-cani-
do-te-siguroje-rritjen-e-pagave-dhe-uljen-e-taksave

on which those measures will be taken.  More-
over, the groups of interest expressed the need 
for preliminary consultation and the necessity of 
partnership in this field.
According to the international literature41, on the 
reduction of informality, it is suggested to take 
into consideration three main principles:
a) Gradual approach for formalisation through 

preparations, discussion and implementation 
of integrated strategy against informality;

b) Taking care of the correct order of taken meas-
ures. Burdensome regulations should come 
after good rules are applied.  If you fight 
shadow economy with repression and you 
have bad rules, you risk harming the econo-
my; they might get unemployed

c) Building social capital.  It is essential to apply 
measures aimed at increasing transparency 
and fight against corruption. Even good rules 
may not work if there is a low level of social 
capital and weak institutions.

41  The shadow economy and how to fight against it ( with 
focus on Moldova and the best Slovak experience) Peter 
Golias, Institute for economic and social reforms (INEKO) 
Slovakia, April 2013

RECOMMENDATIONS

INFORMALITY / A COMMON 
GOVERNMENT - BUSINESS CHALLENGE  

68 69



Referring to the findings of analysis with groups 
of interest, the recommendations are oriented in 
five major pillars, detailed as following:

1. FORMALISATION REFORM – 
PARTNERSHIP WITH BUSINESS 

RECOMMENDATION 1. SHORT TERM 

Preparation and approval by the Council 
of Ministers of a Comprehensive Strategy 
against informal economy based on 
sectorial analysis, which considers the 
work done to date and  creates the image 
of a serious and long term commitment of 
government.
The document should be published, and the 
preparation process should be transparent and 
all-inclusive. The formalisation could be gradual 
and based on a platform with clear rules for the 
business. This is because different sectors have 
different fiscal and social specificities, which im-
pact the level of informality. For example, the en-
ergy sector or banking sector is more formal and 
regulated than the agribusiness or trade, where 
a higher degree of informality is easily observed.

2. A TAX SYSTEM RESPONSIVE TO 
FORMALISATION

RECOMMENDATION 2. MID-TERM

Reassessment and analysis of the current 
tax system (the burden and the politics) 
whether it discourages or encourages 
formalisation based on the following 
elements:
a. The discourse on the VAT /Profit Tax 

threshold
Some tax experts and many undertakings rec-
ommend the reassessment with a tendency 
to decrease the VAT threshold not to cut off its 

chain. In contrast, others do not see the VAT 
threshold as a problem but rather emphasise the 
improvement of the tax administration.  For pur-
poses of its gradual application, depending on 
whether being a large/small enterprise, the prof-
it tax threshold should guarantee fair treatment 
of taxpayers and avoid creating room for tax eva-
sion. Meanwhile, the attention must be focused 
on simplifying the procedures for payments in 
tax and customs offices, the usage level and ef-
ficiency of tax register machines (in tourism, 
agriculture, etc.), the analysis and registration 
of losses or even the income tax, applicable de-
pending on the professions.  Escalation of pen-
alties or fines and the perception of corruption 
associated with them call for a deeper analysis, 
including the respective costs and benefits.

b. Incentives that may accompany the 
fight against informality 

 » Fiscal facilities for new businesses which 
re-invest a certain amount of their profits, 
employ a certain number of staff and operate 
in underdeveloped areas. The possibility of 
applying differentiated taxes in certain re-
gions of the country must be considered. 

 » Assessment of the efficiency of reference 
prices in customs, whether they are cause 
for contraband and evasion. Removal of ref-
erence prices is identified by the companies 
as a potential incentive, such as, for example, 
from the importers of tiles, construction ma-
terials, coatings, etc.  

 » Clear incentives for the consumer related to 
taking the tax coupon while enabling direct 
benefits from the declaration of annual in-
come.

 » The subsidy scheme in agriculture does not 
sufficiently incentivise formalisation be-

w w w . i n v e s t m e n t . c o m . a l

cause it reaches only a limited category of 
farmers. The strengthening of the current 
scheme to incentivise through VAT reim-
bursement is suggested. The situation is 
more complicated and requires a deeper 
analysis in the wine sector due to a large 
number of needed licences and permits or in 
the sector of medicinal plants and milk pro-
cessing.

RECOMMENDATION 3. SHORT TERM

Simplified administrative bureaucracy 
to reduce the number and time for 
carrying out payments, particularly for 
medium, small and micro businesses, 
and making available innovative services 
such as online tax payment, etc.  From 
the perspective that 90% of enterprises 
are micro, and the level of awareness and 
financial know-how among enterprises is 
very low42, such measures would facilitate 
the tax compliance of this category.

RECOMMENDATION 4. SHORT-TERM

Enhancement of administration 
accountability to respond to the 
formalisation reform through:
a) Investment transparency and acceleration of 

information technology modernisation, such as 
the well-functioning of the new tax system and 
risk system, must precede the field actions, thus 
increasing public confidence.

b) Specialised training sessions for the employees, 
especially for the tax and customs administra-
tion43.

42 http://www.monitor.al/shqipëria-e-parafundit-në-botë-për-
njohuri-financiare/ 
43 Please refer to the Recommendations of the Investment 

c) Fast and effective appeal and advisory struc-
tures, and the preparation of manuals and com-
mentaries for inspectors and enterprises regard-
ing their reciprocal rights and duties

3. A REGULATORY SYSTEM, 
SUPPORTIVE TO FORMALISATION 

RECOMMENDATION 5. MID-TERM

The formalisation reform must also have 
a goal to relieve the administrative burden 
for taxpayers by promoting compliance 
with the tax system and the regulatory 
system as well as a higher standard of the 
final goods and services in the following 
aspects:
a) Improvement of public institutions’ infrastruc-

ture concerning application of online systems 
and enhancing the exchange of information in 
real time.  More concretely, the online coordina-
tion of state inspectors and online exchange of 
information on Inspections as well as coordinat-
ed registration of private entities, with institu-
tions such as the NRC, Tax Office, Employment 
Office and other Inspectorates (e.g. NFA, the 
Environment Inspectorate, etc.) or the General 
Directorate of Customs for imports of raw mate-
rials (necessary for agro-business).

b) Accurate categorisation of professions from legal 
and administrative aspects and their harmoni-
sation through NRC, Tax Office and INSTAT, to 
avoid confusion among taxpayers and the dif-
ference in treatment by tax administration, for 
instance, freelance professions.

c) Unification of investigation and inspection units 
of the tax administration and custom adminis-
tration to enable effective control and detection 

Council in meeting No. 2 https://www.investment.com.al/sq/
events/mbledhja-nr-2-5-tetor-2015-1600-2/
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of cases of tax avoidance, but also exchange of 
information and expertise.

d) Recognition of the Technological Card for cer-
tain operations, especially in agro-business and 
coordination with the tax administration to ac-
knowledge the respective losses.

e) Clear legal definition of wholesale and retail mar-
kets44 to prevent switching from a certain status 
to another.  Clear definition of the street-trader. 
Redefinition of the functions of inspection to such 
businesses by central and local institutions

f) Enabling the connection between the NUIS of the 
farmer to the electronic land registry and elec-
tronic animals’ registry, etc.

g) Formalisation in agriculture must be preceded 
by the completion of the land registration, for-
malisation of the land market, registration of the 
farms and livestock and improvement of official 
statistics.

h) Enhancement of the coordinating capacities and 
functions of responsible institutions subordinate 
to the Ministry of Agriculture, Rural Development 
and Water Administration, in charge of imposing 
and monitoring the quality on value added ap-
proach in agro-industry starting from raw mate-
rials, assisting ones, up to the final product.

TECHNOLOGICAL CHARTS AND 
STANDARDS IN PROCESSING MILK

It is necessary to prepare/update, approve 
and implement some technoplogical 
charts and standards. The process should 
include Ministry of Agriculture, Rural 
Development and Water Administration, 
AKU, Center of Transfering Agricultural 

44  Their definition in item 59.2.2 of the Directive of Minister 
of Finance No. 24 dated 02.09.2008 leaves room for 
interpretation and it is not clear.

Technology, Veterinary Authorities, artifi-
cial insemination operators, input suppli-
ers, pertinent NGO, etc. Some of the main 
technological charts shall include:
» Construction of garners
» Construction of fodder storehouses
» Construction of mechanical devices 

warehouse 
» Construction of areas for psocessing 

milk
» Milk standards and milk processing 

standards
» Expected losses from technological 

processes
» Remains of veterinary medicaments
It is recommended that every branch of 
farm sector and sub-products of milk 
should issue a list of products, services, 
operations which require intervention 
for preparation/updating technological 
charts and standards for implementation, 
followed by proposals prepared by work-
ing groups of experts.

4. ACCESS TO FINANCE AND 
IMPROVEMENT OF FINANCIAL 
SERVICES - AN INCENTIVE IN 
FORMALISATION

RECOMMENDATION 6. SHORT TERM

a) Further cooperation with banking financial in-
stitutions and non-bank financial institutions 
should be considered in the context of the 
formalisation strategy and its expected ben-
efits. For instance, micro-credit institutions 
may play an essential role in reducing the 
informal economy, especially in rural areas 
where they have extensive access.
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b) The recent changes regarding channelling 
payments to farmers by the collectors through 
the banking system require a deeper analysis 
on the threshold of and the category of farmers 
who shall pass through the banking system, 
in the context where the rural population has 
very limited access to the banking system and 
such services entail considerable costs.

c) Encouraging banking transactions and elec-
tronic payments such as through PoS, espe-
cially in trade and services.  Implementation 
by the tax administration of the existing legal 
provisions, which do not pose the obligation 
to use the tax registration machines when 
the taxpayer does not collect any cash, shall 
help small enterprises reduce costs. For this 
purpose, the Ministry of Finance and the 
General Directorate of Taxation must unify 
their interpretations regarding such cases. 

5. CONSULTATION, TRANSPARENCY 
AND EDUCATION

RECOMMENDATION 7. SHORT TERM

Implementation of the Law No. 146/2014 
“On Public Notification and Consultation” 
regulating the process of public and prior 
notification and consultation of bills, draft 
national and local strategic documents, and 
policies with a significant public interest

RECOMMENDATION 8. MID-TERM

 » Grant and crediting programs by the gov-
ernment and donors may play a key role 
in awareness-raising and consultation on 
the formalisation of certain private-sector 
groups, such as supporting the govern-
ment’s action during the first 2-3 years.  
More concretely, it is suggested that the 
governmental subsidiary schemes on the 
milk sector shall be based on the volume 
and quality of products.

 » In agriculture, it is suggested to increase 
the consultation and awareness-raising 
to the farmers.  To be considered the es-
tablishment of an intermediate unit for the 
provision of assistance and information to 
farmers regarding the registration and the 
benefits of formalisation, upon the assis-
tance of the donors and the government. 

 » Organising targeted awareness-raising 
campaigns in cooperation with the busi-
ness associations or other private partners 
such as micro-financing institutions in ru-
ral areas.

 » Publicly appreciating regular businesses 
over the years or exchanging experiences 
with other companies, through tax admin-
istration.

INFORMALITY / A COMMON 
GOVERNMENT - BUSINESS CHALLENGE  

72 73



ANNEX 1  Size and Development of 
the Shadow Economy of 27 EU Countries 
in the percentage of GDP 2003 - 2012

  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Austria 10,8 11 10,3 9,7 9,4 8,1 8,5 8,2 7,9 7,6
Belgium 21,4 20,7 20,1 19,2 18,3 17,5 17,8 17,4 17,1 16,8
Bulgaria 35,9 35,3 34,4 34 32,7 32,1 32,5 32,6 32,3 31,9
Cyprus 28,7 28,3 28,1 27,9 26,5 26 26,5 26,2 26 25,6
Czech Republic 19,5 19,1 18,5 18,1 17 16,6 16,9 16,7 16,4 16
Denmark 17,4 17,1 16,5 15,4 14,8 13,9 14,3 14 13,8 13,4
Estonia 30,7 30,8 30,2 29,6 29,5 29 29,6 29,3 28,6 28,2
EU-27 (simple average) 22,3 21,9 21,5 20,8 19,9 19,3 19,8 19,5 19,2 18,4
Finland 17,6 17,2 16,6 15,3 14,5 13,8 14,2 14 13,7 13,3
France 14,7 14,3 13,8 12,4 11,8 11,1 11,6 11,3 11 10,8
Germany 17,1 16,1 15,4 15 14,7 14,2 14,6 13,9 13,7 13,3
Greece 28,2 28,1 27,6 26,2 25,1 24,3 25 25,4 24,3 24
Hungary 25 24,7 24,5 24,4 23,7 23 23,5 23,3 22,8 22,5
Ireland 15,4 15,2 14,8 13,4 12,7 12,2 13,1 13 12,8 12,7
Italy 26,1 25,2 24,4 23,2 22,3 21,4 22 21,8 21,2 21,6
Latvia 30,4 30 29,5 29 27,5 26,5 27,1 27,3 26,5 26,1
Lithuania 32 31,7 31,1 30,6 29,7 29,1 29,6 29,7 29 28,5
Luxemburg 9,8 9,8 9,9 10 9,4 8,5 8,8 8,4 8,2 8,2
Malta 26,7 26,7 26,9 27,2 26,4 25,8 25,9 26 25,8 25,3
Netherlands 12,7 12,5 12 10,9 10,1 9,6 10,2 10 9,8 9,5
Poland 27,7 27,4 27,1 26,8 26 25,3 25,9 25,4 25 24,4
Portugal 22,2 21,7 21,2 20,1 19,2 18,7 19,5 19,2 19,4 19,4
Romania 33,6 32,5 32,2 31,4 30,2 29,4 29,4 29,8 29,6 29,1
Slovakia 18,4 18,2 17,6 17,3 16,8 16 16,8 16,4 16 15,5
Slovenia 26,7 26,5 26 25,8 24,7 24 24,6 24,3 24,1 23,6
Spain 22,2 21,9 21,3 20,2 19,3 18,4 19,5 19,4 19,2 19,2
Sweden 18,6 18,1 17,5 16,2 15,6 14,9 15,4 15 14,7 14,3
United Kingdom 12,2 12,3 12 11,1 10,6 10,1 10,9 10,7 10,5 10,1

Source: Schneider F. (undated), “Size and Development of the Shadow Economy of 31 European and 5 other OECD Countries from 
2003 to 2012: Some New Facts”, http://wwe.econ.jku.at/members/Schneider/files/publications/2013/ShadEcEurope31_Jan2013.pdf
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T he Secretariat of Investment Council 
undertakes this survey in the frame-
work of the discussion of the subject 
of informality in the plenary meeting 

of the Council of Investments in December 2015.  
The purpose of the survey is to incite the debate 
on the causes of informality and offer concrete 
suggestions for proper tackling of the phenome-
non to improve the business climate in Albania 
and promote investments in the economy.
The survey remains anonymous and is filled on-
line on the internet web page of the Investment 
Council.  Your contribution is essential to bring 
the business community’s concerns and address 
them professionally and comprehensively to 
governmental bodies.

1. The main economic activity of your business 
is:

 □ Extractive industry
 □ Processing industry
 □ Electric power supply, gas steam and air 

condition
 □ Activities with running on hot water, 

sewage, waste management and ar-
rangements

 □ Construction
 □ Service
 □ Wholesale and retail
 □ Transporting and storage
 □ Hotels
 □ Information and Communication
 □ Architectural and engineering activities 
 □ Travel agencies, touristic operators

 » Others (please specify___________________)

2. Biggest shareholders (with more than 50% of 
shares) of your business are:

 □ Locals 
 □ Foreigners

3. For how long are you present in the market?
___________

4. The size of your business based on the annu-
al turnover of the last year:

 □ 2 – 8 million Lek
 □ More than 8 – million Lek

5. Are you a subject to VAT?
 □ Yes
 □ No

ANNEX 2
SURVEY / ASSESSMENT ON FACTORS 
OF INFORMALITY IN ALBANIAN ECONOMY
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6. Are you classified as a VIP Business by the 
General Directorate of Taxes?

 □ Yes 
 □ No

7. Please specify if you face competition by in-
formal activities in your sector?

 □ Yes
 □ No

If yes, please give your comments on what is the 
nature of informality in your sector (tax evasion, 
lack of registration, corruption, smuggling, un-
declared work, etc) and at what stage of activity 
it appears (registration of activity, production 
process, introduction of product/service to the 
market, import/export, relations with the suppli-
ers, etc.)?
____________________________________________
____________________________________________
____________________________________________
____________________________________________
____________________________________________
_____

8. Please rank from 1 to 5 (where 1 is the easiest/
smallest and 5 is the most difficult/biggest) 
concerning doing business in Albania, refer-
ring to the following issues:

 □ Registration of business (from 1 to 5)

 □ Licensing the activity (from 1 to 5) 

 □ Number of taxes (from 1 to 5)

 □ Procedures to comply with taxes (for in-
stance, the time spent, service costs, the 
way of payment, etc.) (from 1 to 5)

 □ Fiscal burden (such as VAT limit, Social 
Security, tax on profit, etc.) (from 1 to 5)

 □ Employment of workers (from 1 to 5)

 □ Business crediting by banking sector 
(from 1 to 5)

 □ Importing/exporting goods and services 
(from 1 to 5)

 □ Different inspections by state adminis-
tration (from 1 to 5)

 □ Procurement of public funds (from 1 to 5)

 □ Consultation (from 1 to 5)

 □ Others,  _____________________________
________________________

Comments and specifications on the above, if any:
________________________________________
________________________________________
________________________________________
________________________________________
________________________________________
________________________________________
________________________________________
______

9. Please give your opinion on the reasons 
which incite informality in your sector:

____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
___________________________
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10. In your opinion, being informal in your sector 
has more profit of more costs (not registered 
/ tax evasion), and if you can articulate in de-
tail:

____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
___________________________

11. If you have somehow informality in your 
business, do you have a long-term strategy to 
formalise?

 □ Yes
 □ No

12. Do you think that penalties are necessary to 
reduce informality in the economy?  If yes, to 
what level do you consider them as effective?

____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
___________________________

13. What can be some of effective incentives to 
reduce informality in your sector? _________
________________________________________
________________________________________
________________________________________
________________________________________
________________________________________
________________________________________
___________________________

14. Can you suggest some incentives in the for-
malisation of the Albanian economy as a 
whole?

____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
________________________
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ANNEX 3 
SUMMARY MATRIX OF SOME 
INTERNATIONAL EXPERIENCES IN 
REDUCING INFORMAL ECONOMY

THE EXPERIENCE OF OTHER COUNTRIES ON 
MEASURES TO REDUCE INFORMALITY
(NOTE: FOR EASE OF RESEARCH, THE SOURCES ARE INTENTIONALLY LEFT IN THEIR ORIGINAL LANGUAGE)

SOURCE: “TACKLING THE UNDECLARED ECONOMY IN FYR MACEDONIA: A BASELINE ASSESSMENT 2014  
(ADAPTED FROM WILLIAMS, BARIC AND RENOOY  - 2013)”

SUMMARY OF MEASURES IN 31 EU COUNTRIES

PUNITIVE MEASURES

 » Administrative sanctions for purchasers/companies 

 » Administrative sanctions for suppliers/employees 

 » Penal sanctions for purchasers/companies

 » Punitive sanctions for suppliers/employees
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MEASURES TO IMPROVE DETECTION

 » Penal sanctions for suppliers/employees

 » Workplace inspections

 » Registration of workers before starting work or on the first day of work

 » Coordinating strategy across government

 » Certification of business, certifying payments of social contribution and taxes

 » Usage of surveillance through reporting

 » Coordination across governmental institutions

 » Exchange of data across governmental institutions

 » Mandatory ID in the workplace

PREVENTIVE MEASURES

 » Reduce regulations

 » Simplify compliance procedures

 » Technological innovations (e.g. certified cash registers)

 » New categories of work

 » Direct tax incentives (e.g. exemptions, deduction)

 » Social security incentives

 » Ease transitions from unemployment to self-employment

 » Changing minimum wage upwards

 » Changing minimum wage downwards

 » Training and support to  businesses start-ups

 » Microfinance to businesses in start-ups

 » Advice on how to formalise

 » Connecting pension schemes to formal labour

 » Introducing supply chain responsibility

 » Restricting free movement of (foreign) workers
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CURATIVE MEASURES

 » Encourage purchasers to buy declared goods and services

 » Service vouchers

 » Targeted direct tax incentives

 » Targeted indirect tax incentives

 » Stimulate suppliers to formalise

 » Society-wide amnesties 

 » Individual-level amnesties for voluntary disclosure 

 » Targeted VAT reductions 

 » Free record-keeping software to businesses

 » Free advice/training on record-keeping

 » Gradual formalisation schemes

FOSTERING COMMITMENT TO DECLARED WORK

 » Campaigns to inform undeclared workers of risks and costs of working 
undeclared

 » Campaigns to inform undeclared workers of the benefits of formalising their 
work

 » Campaign to inform the users of undeclared work on risks and benefits of 
formalisation

 » Use of normative appeals to people to declare their activities

 » Measures to change perceived fairness of the system

 » Measures to improve procedural justice of the system (i.e. degree to which 
people believe the government has treated them in a respectful, impartial and 
responsible manner).

 » Measures to improve knowledge on taxes, social security and labour law

 » Adoption of commitment rather than compliance approach (e.g. ‘responsive 
regulation’)

 » Campaigns to encourage a culture of commitment to the declaration
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MACEDONIA

IMPROVING DETECTION

 » Work inspection

 » Control on tax and social security payments.  Establishment of ‘Centre for debt 
collection’, ‘Centre for seized goods’, ‘Tax Academy for training’ and a ‘forensic 
laboratory’ within the Public Revenue Office to tackle high-risk fraud and tax 
evasion

 » Strengthened administrative cooperation and mutual assistance through 
electronic data exchange between taxes and labour inspectorate

 » Increasing penalties and increasing perception about the risk that comes with 
undeclared jobs

OPPORTUNITIES FOR FORMALISATION

 » Simplifying regulations on starting a business

 » Decentralisation of tax service payments, e.g., the opening of local ‘Service 
Points’ (2011)

 » Encouragement of electronic filing of tax returns and electronic payment of the 
corporate income and VAT taxes

 » Electronic payments of the income of corporate and VAT

DIRECT TAX INCENTIVES

 » Reduction and equalisation of the corporate and the personal income 
tax rate (‘flat-tax rate’) at 10%

 » Reduction and equalisation of the corporate and the personal income 
tax rate (‘flat-tax rate’) at 10%

 » Tax relief for re-invested profit (for investments over 100,000 Euros)

 » Zero corporate income tax for non-distributed profits
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INCENTIVES FOR INVOLVEMENT IN OFFICIAL EMPLOYMENT AND 
BUSINESS OPERATIONS

 » Reduction in the cost of seasonal workers by easing the requirements for 
severance pay 

 » Lower tax base for registered individual farmers (20% of the national average 
net wage)

 » Farmers with an annual income lower than 300000 MKD are exempted from 
paying any income tax

RAISING AWARENESS AND PUBLIC CAMPAIGNS

 » Hotlines for reporting undeclared work and labour

 » Checklist for employers and employees of their respective legal rights and 
obligations

 » Awareness-raising campaign targeted at youths to promote a successful 
transition to decent work

GEORGIA – “MSM TAX SIMPLIFICATION REFORM: CAN 
IT TACKLE INFORMALITY, WORLD BANK, IFC”

 » Definition of micro business, small, medium and large business

 » Developing guidance for tax accounting for micro-businesses

 » Simplifying reporting of small businesses, payments twice a year, elective
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“ECONOMIC INFORMALITY: CAUSES, COSTS AND POLICIES A LITERATURE 
SURVEY OF INTERNATIONAL EXPERIENCE, ANA MARIA OVIEDO”

INCREASING TAX COMPLIANCE

 » Reduced tax rates for low-wage earners -  Belgium, Bulgaria, The Netherlands, 
and France

 » Tax exemptions and reductions in sectors that rely on undeclared work - 
Hungary, Sweden, Belgium, and France

 » Reduced VAT in labour-intensive sectors - The Netherlands

 » Targeted awareness campaigns and in cooperation with trade associations to 
tackle industries with a high incidence of non-compliance - Australia, Belgium 
and Sweden

 » Offering voluntary disclosure schemes, media and internet campaigns, 
“vouchers” for work etc. - UK, Belgium, and Australia

 » Replace VAT/income tax/social security contributions of small businesses with a 
single tax - Argentine, Bolivia, Brazil and Peru

 » An integrated system for small and large enterprises unifies the collection of 
federal tax payments and social security contributions. All firms with revenues 
below US $1,000,000 that work in services, trade, manufacturing, or agriculture 
are eligible, which represents 75 per cent of the business register and 7 per 
cent of GDP - Brazil

 » The program substitutes 6 types of taxes and 5 types of social security 
contributions with a progressive tax levied on gross revenues.  An important 
feature is that it has de-linked social security contributions from the number of 
declared workers employed or the wage bill, instead of making the contributions 
proportional to the firm‘s revenues - Brazil

 » Establishing Business Service Centers offering several services to 
entrepreneurs, from information and business counselling to registration facilities 
- Colombia
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REDUCING TAX BURDEN FOR COMPLIERS

 » Reduction of corporate income tax - Hungary, Poland, Slovakia

 » Tax exemptions for employing underprivileged workers – Hungary

 » Tax concessions in industries with a high percentage of undeclared workers - 
Sweden, Belgium, France

 » Tax relief for new employees - Montenegro

 » Tax amnesty - Cyprus, Turkey

 » Tax exemption on re-invested earnings – Estonia

 » Reduce aggregate tax burden (as a % GDP) (Most EU27 countries)

 » Increase non-taxable income threshold/introduce tax reductions for low-wage 
earners - Bulgaria, Belgium, Netherlands, France

INCREASING TAX BASE

 » Introduce online filing and payment - Estonia

 » Harmonisation of tax regulations/forms - Austria, Greece, Netherlands, France, 
Portugal, Denmark

 » Simplified tax system for SMEs - Kenya, Tanzania, Uruguay

 » Replace VAT/income tax/social security contributions of small businesses with 
single tax – Countries of Latin America

 » Appreciation for honest businesses - 15 EU countries

 » Increase the flexibility of temporary work contracts – 15 EU countries
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“POLICY BREAF ON INFORMAL 
ENTERPRENEURSHIP - EUROPEAN COMMISSION”

 » Tax thresholds and exemptions, advice and training and offering social benefits 
for a short term till starting the business and enjoy benefits from employment – 
The example of Italy with temporary periods and reduced taxes.

 » Deduction of taxes and vouchers for undeclared workers from the consumers’ 
viewpoint, for household employees – Denmark model

“THE SHADOW ECONOMY AND HOW TO FIGHT 
AGAINST IT (WITH FOCUS ON MOLDOVA AND 
THE BEST SLOVAK EXPERIENCE) PETER GOLIAS, 
INSTITUTE FOR ECONOMIC AND SOCIAL REFORMS 
(INEKO) SLOVAKIA, APRIL 2013”

 » Hartz IV Reform in Germany from the year 2000.  The reform introduced that the 
“mini jobs” of monthly wages less than €400 are not subject to social insurance 
contributions.  And for wages between €401 and €800, the contribution rate 
rises gradually to the full share.

 » Flat tax reform in Slovakia.  Unifying direct income taxes to 19% for individuals 
and businesses.  The reform also decreased the corporate income tax rate from 
25% to 19% and cancelled the dividend tax rate of 15%.

 » Increasing the indirect consumption taxes. In the old system, the two VAT rates: 
standard rate of 20% and reduced rate of 14%, were unified in 19%

 » Radical simplification of the tax code.
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CONTEXT 

D isputes between public administra-
tion institutions and businesses bear 
considerable costs for both parties 
and, at the same time, cause uncer-

tainties and lack of trust for domestic and for-
eign businesses when it comes to making further 
investments. In many of the meetings held with 
businesses and in the surveys conducted by the 
Secretariat, businesses have emphasised that: 
“budgetary institutions and their relevant staff often 
ignore or do not know the laws and rules pertaining 
to their operations and take decisions that are arbi-
trary and incompliant with effective laws.”
This paper aims to identify the main problems 
related to administrative complaints/appeals, 
while focusing on the profile of disputes that 
occur more frequently between businesses and 
public administration institutions and the mech-
anism that parties have at their disposal to re-
solve disputes. 
The identification of institutions with the most 
frequent disputes with businesses started with 
data received from administrative courts during 
2014 and 2015. Institutions pertaining to spheres 
such as taxation, customs, and inspectorates, the 
decisions of which have a considerable financial 

impact for businesses1, result in having the high-
est number of lawsuits2 filed by businesses at all 
levels of the Administrative Courts during 2014 
and 2015. 
Meanwhile, administrative courts do not pos-
sess capacities to review cases within legal 
deadlines objectively. Considering the high num-
ber of cases filed in such courts and the limited 
number of judges (the backlog in the Administra-
tive Court of Appeals alone is about 12,000 cas-
es, pending adjudication by 7 judges), it is clear 
there are obvious problems. Delays also result 
from the broad range of administrative disputes 
adjudicated in these courts, where about 50% of 
the administrative cases are not directly related 
to business.
Therefore, a quick, efficient and fair resolution of 
such disputes remains indispensable for encour-
aging investments in the country. This requires 
the improvement of the country’s institutional 
capacities. 

1  Companies in accordance to the provisions of Law No. 
9901, dated 14 April 2008 “On Entrepreneurs and Commercial 
Companies” (as amended).
2  Approximately 75% of all lawsuits filed by businesses 
against the administration regard the abovementioned 
institutions.

CONTEXT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93

METHODOLOGY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95
1.  Legislation research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95
2. Individual meetings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95
3. Data . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95

ADMINISTRATIVE APPEAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96
1.  Meaning of Administrative Appeal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96
2. Principles of Internal Administrative Review . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97

a. Open and transparent administration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97
b. Credibility and Predictability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98
c. Accountability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98
d. Efficiency and effectiveness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98
e. Fairness and impartiality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98

ANALYSIS AND FINDINGS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99
1. Administrative Appeals Review by Institutions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102

a. Tax Appeal Directorate (TAD) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103
b. Public Procurement Commission (PPC) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104
c. General Directorate of Customs (GDC) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105
d. State Inspectorates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106

2.  Findings of the analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107
a. Access to administrative appeal procedures is limited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 107
b. Administrative appeal to appeal structures – an inefficient process . . . . . . . . . . . . . . . . . . . . . 109
c. Lack of transparency regarding appeal procedures and decision-making . . . . . . . . . . . . . 114
d. Other findings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115

RECOMMENDATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120

BIBLIOGRAPHY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 124

ANNEX 1. STATISTICAL DATA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129

ANNEX 2. THE QUESTIONNAIRE OF INTERVIEWS WITH STAKEHOLDERS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131

CONTENTS

92 93



On the other hand, businesses themselves must 
make more efforts to enhance their internal ca-
pacities with expertise to be informed and fulfil 
their legal obligations towards institutions.
In the framework of analysing all potential dis-
pute resolution mechanisms between business-
es and the administration, the Secretariat also 
took into account Mediation and National Arbi-
tration as alternative dispute resolution meth-
ods. However, they have not been addressed in 
detail in this paper for as long as also in the prac-
tice of EU countries, the administrative disputes 

continue to be the domain of internal administra-
tive jurisdiction and administrative courts estab-
lished by law. 
This paper is not intended to exhaust all issues 
related to the administrative appeal but to ana-
lyse those elements that are often pointed out and 
identified by businesses as needing necessary im-
provement to facilitate the investment climate in the 
country. In this context, we have included some 
examples of problems related to administrative 
appeal pertaining to the banking sector and the 
oil and gas research and development sector.

w w w . i n v e s t m e n t . c o m . a l

1. LEGISLATION RESEARCH 

T o make a realistic analysis of the sub-
ject of this paper, we preliminarily 
processed the concerns expressed 
by businesses and recorded by the 

Secretariat through surveys conducted during 
2015. Moreover, we consulted the Administra-
tive Procedure Code (as updated in October 
2015), the New Administrative Procedure Code, 
and substantive laws regulating the organisa-
tion and functioning of institutions pertaining to 
the areas of taxation, customs, inspections, and 
public procurement, as well as the secondary 
legislation, which stipulates concrete aspects of 
administrative appeal. Furthermore, we made a 
comparative view of legislations and practices of 
different countries (Kosovo, Macedonia, Lithua-
nia) regarding the models applied to review ad-
ministrative appeals.
2. INDIVIDUAL MEETINGS 
During January-February 2016, the Secretari-
at organised about 40 individual meetings and 
group meetings with experts, representatives 
of legal offices, businesses, chambers of com-

merce, heads of administrative courts and public 
institutions, and the results of the meetings have 
been analysed in this paper. All findings and rec-
ommendations have been preliminarily consoli-
dated with all above-mentioned stakeholders to 
deliver, for as much as possible, all perspectives 
of those stakeholders. This paper also includes 
some comments, findings, and recommenda-
tions submitted in writing to the Secretariat of 
the Investment Council by the American Cham-
ber of Commerce and the Albanian Commercial 
Union Association regarding administrative ap-
peal issues.
3. DATA 
For this paper, the Secretariat also analysed data 
on cases filed by businesses to administrative 
courts, intending to have a profile of institutions 
to address and make the relevant analysis. The 
Ministry of Justice and the Tirana Administra-
tive Court provided data on administrative cases 
involving businesses and the Public Administra-
tion from 2014 -2015. Moreover, we received sta-
tistical data from business surveys conducted by 
CI, GDC, NRC, PPC, etc. 
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1. MEANING OF ADMINISTRATIVE 
APPEAL3 

D ispute resolution between business 
and administration is carried out in 
2 stages of administrative review4, 
internal administrative review5 and 

administrative judicial review6. 
Internal administrative review may be pursued 
through 1- informal requests addressed to the 
body responsible for the act or administrative 
decision, 2- through administrative appeal. An 
informal request bears the features of a simple 

3 The administrative appeal is a legal tool of entities, 
through which they may request revoking, abrogation, or 
change of the administrative act.
4 The principle of internal and judicial review, sanctioned by 
Article 18 of the Administrative Procedure Code, which states: 
In order to protect the constitutional and legal rights of the 
individuals, the administrative activity shall be subject to: 
a) internal administrative review in accordance with the 
provisions of this Code concerning the administrative appeal; 
and b) judicial review in compliance with the provisions of the 
Civil Procedure Code (Administrative Courts). The principle of 
internal review is also known as administrative recourse.
5  Internal review of the administrative act
6  The judicial review of the administrative activity is carried 
out by Administrative Courts pursuant to and for the purpose 
of Law Nr. 49/2012 “On the Organisation and Functioning 
of Administrative Courts and Resolution of Administrative 
Disputes” and the Administrative Procedure Code (as updated 
in October 2012).

complaint, which does not include the necessary 
procedural elements of an administrative ap-
peal, but for the body to carry out the review, it 
has the same legal effects. That body is obliged 
to send a reasoned reply to the appellant within 1 
month from the submission of the request7. 
Whereas administrative appeal is a more com-
prehensive legal tool used to request the abro-
gation or the alteration of an administrative 
act, as it requires following a special review pro-
cedure. Formally speaking, this type of appeal 
is almost identical to the judicial review of an 
act triggered by a lawsuit in the relevant court.
The appeal against an administrative act is ini-
tially addressed to the body issuing the act /deci-
sion or the one that has refused to do so, as well 
as to the superior body of the body in question8. 
In principle, the interested parties may address 
the court only after exhausting the administra-
tive recourse.

7  Article 136 of the Administrative procedure Code (as 
updated in October 2012).
8  Article 137 of the Administrative Procedure Code (as 
updated in October 2012).

ADMINISTRATIVE 
APPEAL 

w w w . i n v e s t m e n t . c o m . a l

Entities are obliged to administratively pursuit 
an administrative appeal before addressing it 
to courts, only if the substantive law regulating 
the respective administrative activity explicitly 
states that against the administrative act, the ad-
ministrative appeal may be exercised and it clearly 
determines the concrete administrative body or bod-
ies to which eventually the administrative appeal is 
addressed, according to the hierarchy. 
Substantive laws also stipulate the concrete mo-
dalities on the deadlines, conditions, and proce-
dures to abide by to make the administrative ap-
peal admissible for review on the merits, the re-
view procedures, and the nature of the decision 
by the administrative body. In the case of institu-
tions analysed for this paper, it can be observed 
that in every case the relevant laws stipulate an 
appealing structure within the administration to 
review appeals made by businesses before the 
parties send the case to court. 

2. PRINCIPLES OF INTERNAL 
ADMINISTRATIVE REVIEW 
The Administrative Procedure Code into force 
stipulates the general mandatory principles to be 
applied by the public administration and eventu-
ally by appealing structures that review admin-
istrative appeals of businesses. These principles 
have been further detailed in the New Adminis-
trative Procedure Code9. The latter also provides 
some other additional principles compared to 
the current Code, setting higher standards of 
applicable guarantees for the parties during the 
administrative review. 

The basic principles stipulated in the Albanian 

9  Law No. 44/2015 “Administrative Procedure Code of the 
Republic of Albania” will enter into force on the 29th of May 
2016.

legislation in this regard are almost identical to 
the applicable principles of administrations of 
western countries. The problem remains in sanc-
tioning them in the applicable substantive laws of 
certain institutions, their implementation into prac-
tice, and making sure the administration endorses 
their essence. The analysis made by the Secretar-
iat shows the administration is more inclined to 
strictly apply the provisions of substantive laws 
than other legal provisions, including here the 
principles sanctioned in the Administrative Pro-
cedure Code, which is a law approved by quali-
fied majority and is “more important” in the con-
text of the hierarchy of legal norms.
For this reason, we deem it necessary to provide 
a summary of the groups of main principles10 that 
are mandatory for the administration in general. 
Their implementation during the internal review 
procedure is of particular importance.

a. Open and transparent 
administration11

As a general rule, the activity of the public admin-
istration must be transparent and open. Cases 
must be kept secret or confidential only in spe-
cial circumstances, such as when national se-
curity is affected and alike. An essential element 
of the open and transparent administration is the 
publication of the activity of the administrative 
body through the systematic publication of rea-
soned decisions, especially decisions of appeal 

10  For the purpose of this paper, reference was made to 
the document “European Principles for Public Administration”- 
Sigma Publication No.27
11  The principle of openness and transparency of the public 
administration serve two specific purposes. On the one hand 
they protect public interest, as they reduce the potential of 
mismanagement and corruption. On the other hand, they are 
essential for the protection of individual rights, because they 
supply reasons for the administrative decision and eventually 
assist the interested party to effectively exercise the right 
to appeal. Each entity (read: business) must have effective 
possibilities at its disposal to appeal an administrative act.
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structures, and the publication of annual perfor-
mance reports.

b. Credibility and Predictability 
There is a series of principles aimed at the credi-
bility and predictability of actions and decisions 
of the public administration, known as legal cer-
tainty. The public administration must decide on 
effective rules and interpretative criteria set by 
courts without any other consideration. Admin-
istration bodies may only decide on issues for which 
they have legal authority. 

c. Accountability 
Each administration institution must be held ac-
countable for its actions by other administrative, 
legislative, and legal authorities. No institution 
should be exempted from an investigation from 
other institutions, e.g., a higher administrative 
body, courts, etc. Accountability is an instrument 
that shows the degree of compliance with the 
principles of lawfulness, openness, transparen-
cy, impartiality, and equality before the law. Ac-
countability is essential to ensure values such as 
efficiency, effectiveness, credibility, and predict-
ability of the public administration. 

d. Efficiency and effectiveness 
Efficiency is, in essence, a managerial value 
related to keeping an adequate ratio between 

resources and results achieved by the adminis-
tration. Due to fiscal limitations, many states are 
increasingly studying the efficient and effective 
performance of the public administrations when 
it comes to providing public services for society. 
Effectiveness is about ensuring the perfor-
mance of the public administration is success-
ful in achieving the goals and providing solu-
tions to public problems, as determined by laws 
and by the government. Effectiveness requires 
analysing and evaluating public policies in 
place and assessing how the public administra-
tion and civil servants implement them. In Alba-
nia, where human and budgetary resources are 
limited, the efficiency and effectiveness of the 
administration are not just necessary, they are 
indispensable.

e. Fairness and impartiality 
When exercising its functions, the public admin-
istration protects in every case the public interest 
as well as the constitutional and legal rights and 
interests of private entities. When discharging 
its functions, it must provide fair and impartial 
treatment for all entities it operates with. On the 
grounds of this principle, it is essential for the ad-
ministration to apply the same standards for busi-
nesses and guarantee that its decisions and stances 
are the same, for as much as possible, for similar ad-
ministrative cases.

w w w . i n v e s t m e n t . c o m . a l

T he groups of principles identified 
above are all important when it comes 
to being applied in all procedures fol-
lowed by public administration bod-

ies, but they are of an essential and special nature 
in the case of administrative structures established 
to review administrative appeals of businesses in the 
areas of taxation, customs, inspection, and public 
procurement. 
These appeal structures12 are the ones who make 
the final decisions, which lead to legal and finan-
cial consequences for businesses. Based on the 
meetings held and on the issues raised in the sur-
veys of the Secretariat, we decided to focus the 
analysis on 3 main principles as follows: 

1. Efficient access to administrative 
appeal procedures

2. Efficiency of appeal structures within 
public institutions

12  They are named differently depending on the institution: 
1) in the taxation sphere, appeals are reviewed by the Tax 
Appeal Directorate, 2) in the customs sphere, appeals are 
reviewed by the General Director of Customs, 3) in the sphere 
of inspections, appeals are reviewed by Appeal Commissions 
established within each inspectorate, 4) in the procurement 
sphere, appeals are reviewed in the last stage by the Public 
Procurement Commission.

ANALYSIS AND 
FINDINGS 

3. Transparency of these structures

None of these principles was analysed separate-
ly from the others and from the institutional and 
functional context of appeal structures estab-
lished to review administrative appeals in Alba-
nia. As mentioned above, our analysis started 
with identifying the number of administrative 
court cases (recorded, reviewed, and backlog) in 
which one of the parties is a business entity. 

 Table 1.  Number of cases between businesses and 
public institutions in Administrative Courts 

2014 2015
First Instance Administra-
tive Courts (total)

1250 2744

Administrative Court of 
Appeal (total)

2820 1638

High Court (recorded) 228 322

Source: Ministry of Justice

First Instance Administrative Courts, as 
shown in Table 1, and especially the one in Ti-
rana, have a large caseload of administrative 
cases related to businesses for 2014 and 2015. 
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In the meantime, these courts report having 
limited human capacities for adjudication 
since their scope of work includes all types 
of administrative disputes. Business-related 
cases comprise only 50% of the caseload of 
these courts, and the Administrative Court of 

Appeal has a backlog of about 12,00013 cases 
to be reviewed by only 7 judges. 
Figures 1, 2, and 3 show in detail the data regard-
ing the institutions that were most appealed by 
businesses at all instances of the judiciary dur-
ing 2014 and 2015

13  According to official statistics until the end of 2015.

 Figure 1.  Administrative lawsuits of businesses against public administration institutions reviewed by the 
first instance administrative courts 

Burimi: 
Ministria e Drejtësisë

Source: Ministry of Justice 

Data show that approximately 50% of lawsuits 
filed by businesses to the First Instance Ad-
ministrative Courts regard the tax administra-
tion, followed by state inspectorates, customs 
administration, and public procurement insti-

tutions (PPA and PPC). The same trend applies 
to other instances of administrative courts, as 
shown in Figure 2 and Figure 3, which include 
data about 2014 and 2015.

w w w . i n v e s t m e n t . c o m . a l
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 Figure 2.  Administrative lawsuits of businesses against public administration institutions in the 
administrative court of appeals 

Source:
Ministry of Justice 

Source:
Ministry of Justice 

 Figure 3.  Administrative lawsuits of businesses against public administration institutions filed to the high court 
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The data above show that administrative courts 
cannot review the cases within legal deadlines, 
considering the high number of cases filed in 
such courts, the limited number of judges, and 
the fact that approximately 50% of cases are not 
directly related to businesses. It has been ob-
served that for the sake of meeting the speedy 
trial deadlines, the quality of decisions is put into 
question, with a visible prevalence of decisions 
in favour of public administration institutions at 
an average level of 70%. 
The data above, along with the profile of busi-
ness concerns identified during meetings and 
surveys of the Secretariat during September and 
November 2015, comprise the grounds for fram-
ing the analysis on dispute resolution in the be-
low institutions: 

1. Tax Appeal Directorate 
2. General Directorate of Customs
3. Appeal Commissions (Inspectorates)
4. Public Procurement Commission 

On the other hand, data from these institutions 
show there are only a few cases when the ap-
peals of businesses have been accepted. In tan-
gible figures, only in about 4% of cases by TAD, 
about 2% of cases by Customs, and from 0% up to 
40% by state inspectorates. Meanwhile, the PPC 

provides a different landscape, as decisions in 
favour of businesses against the number of cas-
es, were about 40% during 2014 and 50% during 
2015. These institutions also represent the most 
typical models within the administration when it 
comes to addressing administrative appeals. 

1. ADMINISTRATIVE APPEALS REVIEW 
BY INSTITUTIONS 
Below, you may find some specific elements for 
each complaint/appeal structure taken into ac-
count for this paper. The Secretariat focused on 
how these elements are stipulated in substantive 
laws:
 
1.  Subordination of the relevant 

complaint/appeal structure 
2.  Principles of administrative review 
3.  Access to administrative appeal 

procedures 
4.  Administrative appeal deadlines 
5.  How administrative appeals are 

reviewed – decision-making 
6.  Transparency of the administrative 

review process and decision-making 

a. Tax Appeal Directorate (TAD)
Appeal procedures against acts of the tax admin-
istration are stipulated in articles 106-110 of Law 
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STRUCTURE • Directorate part of the Tax Administration
• Director appointed by the Minister of Finance

PRINCIPLES
• Right to be heard and produce evidence; 
 Burden of proof is of the taxpayer;
• Decision reasoned by TAD

ACCESS
• To fully p repay the amount of the appealed tax liability
 (excluding fines), or   • To place a bank guarantee for 
 a minimum of 6 months for the amount of the liability

DEADLINES
• 30 days to submit the appeal
• 60 days for TAD, which can be postponed 
 by 30 days in special cases

DECISION • The decision may be appealed at the First
 Instance AdministrativeCourt, within 30 days

TRANSPARENCY • Stances must be posted in the GDT webpage. 
 Information on the procedures is provided in the website.

no.9920, dated 19 May 2008 “On Tax Procedures 
in the Republic of Albania” (as amended) (Law 
No.9920). 
Taxpayers may appeal against any notice of as-

sessment, decision affecting their tax liabilities, 
request for reimbursement or tax facilitation, 
and any particular executive tax act regarding 
the taxpayer. The appeal must be in writing. 

 Diagram 1.  Functioning of TAD 
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b. Public Procurement Commission (PPC) 
The appeal procedures to the Public Procurement Commission are stipulated by the following:

1.  Law no. 9643, dated 20 November 2006, “On Public Procurement” (as amended)

2.  Law no. 125/2013 “On Concessions and Public-Private Partnership”

3.  Law no. 9874, dated 14 February 2008 “On Public Auctions” (as amended)

4.  DCM no. 184, dated 17 March 2010, as amended, on the approval of the Rules 
of Procedure “On the organisation and functioning of the Public Procurement 
Commission “

 Diagram 2.  Functioning of PPC

• PPC is a public juridical person subordinated to the Council 
 of Ministers. It is composed of 5 members, the Chair, 
 Deputy Chair, and three members appointed by set mandates.

• The appeal suspends the procedure of the Contracting
 Authority. PPC is a specific quasi-judicial state body. 
 Transparency, a basic principle.

• Payment of 0.5% of the total estimated procurement 
 value (VAT excludet)   •   Payment of 10% of the bid security 
 or 2% of the amount of the concessionary contract;
• 0.5% of the initial auction estimate

• 5 days, 7 days, and 10 days in accordance with the 
 procurement model. PPC must take a decision within 7 days.

• Decisions are approved by majority of votes. They are
 binding by law. They may be appealed to the First 
 Instance Administrative Court

• Info rmation, decisions, appeal forms, annual 
 reports are posted in the PPC webpage

STRUCTURE

PRINCIPLES

ACCESS

DEADLINES

DECISION

TRANSPARENCY
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e. General Directorate of Customs 
(GDC)
Procedures of appeal against acts of the customs 
administration are stipulated in article 289 of 
law no. 8449, dated 27 January 1999, “Customs 
Code of the Republic of Albania”. This provision 

will be effective until the 1st of June 2017, when the 
provisions of the New Customs Code, approved 
by law no. 102/2014, dated 31 July 2014, enter 
into force. Entities may submit administrative 
appeals against any decision of customs author-
ities related to a liability or customs sanction.

 Diagram 3.  Administrative appeal to GDC

• It has no dedicated structure. The appeal procedure 
 is reviewed by the Legal Directorate and 
 approved by the General Director

• The Customs Code does not stipulate specific 
 appeal review principles. The appeal does 
 not suspend the Administrative act

• The entity must prepay 100% of the customs liability. 
 Prepay 40% (100% in the event of excise) of the fine 
 determined in the decision of the customs authority

• 5 days to appeal; 30 days in the event of excise. 
 GDC must give a decision within 30 days

• The decision may be appealed within 30 days
 to the First Instance Administrative Court

• The Customs Code doesn't specify the 
 specific principles on appeals review

STRUCTURE

PRINCIPLES

ACCESS

DEADLINES

DECISION

TRANSPARENCY
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f. State Inspectorates 
The basic law related to inspections is law no. 
10433, dated 16 June 2011 “On Inspection in the 
Republic of Albania.” This law stipulates the 
main principles of inspection, while the proce-

dural aspects of administrative appeal are stipu-
lated by the relevant specific DCMs that regulate 
the organisation and functioning of specific in-
spectorates.

 Diagram 4.  Administrative appeal to State Inspectorates

• It has no dedicated structure.Thereis a collegial appeal 
 unit or troop established within the state inspectorate

• In accordance with Provisions of the 
 Administrative Procedure Code.

• No specific conditions

• Entities must apeal within 30 days
• The Inspectorate must review the appeal within 30 days

• Within 30 days from the decision, to appeal to the Court

• Template appeal form in the webpage of the Central
 Inspectorate. Thereis no information on appeal 
 procedures in SIH and TISI or other Inspectorates

STRUCTURE

PRINCIPLES

ACCESS

DEADLINES

DECISION

TRANSPARENCY
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2. FINDINGS OF THE ANALYSIS 

g. Access to administrative appeal 
procedures is limited 
As presented above, the right to administrative-
ly appeal to a superior complaint/appeal body 
is formally and legally guaranteed, as it is stipu-
lated in all laws applied by the above-mentioned 
institutions.14 
The analysis shows that the rules of adminis-
trative appeal against administrative acts are 
in general organised and are easily identifiable 
by businesses through simple research of the 
content of laws. Regardless of the differences 
among them and their wording, the laws reflect 
the basic principles used as grounds for review-
ing administrative appeals. 
Some laws explicitly limit the right to the effec-
tive exercise of administrative appeal through 
stipulation of some financial preconditions to be 

14  The right to appeal is regulated by the following 
provisions:
Administrative appeals in the sphere of tax procedures: 
Articles 38 and 106 ff of Chapter III of Law No.9920, dated 
19.05.2008, “On Tax Procedures in the Republic of Albania” 
(as amended)
Administrative appeals in the customs sphere:  Article 289 
of Law No.8449, dated 27.01.1999, “Customs Code of the 
Republic of Albania”. This provision is currently into force and 
will remain as such until the 1st of June 2017, when the new 
provisions of the New Customs Code, approved by Law No. 
102/2014, dated 31.07.2014, enter into force.
Administrative appeals in the sphere of inspections: Article 
51 of Law no.10433, dated 16.06.2011, “On Inspection in 
the Republic of Albania”; the concrete provisions of the 
relevant DCMs regulating the organisation and functioning 
of the relevant inspectorates as well as the provisions of 
substantive laws applied by each inspectorate.
Administrative appeals in the sphere of public procurement: 
Article 63 ff of Law no. 9643, dated 20.11.2006, “On Public 
Procurement” (as amended) 

fulfilled by the businesses. This is especially evi-
dent for laws applied by the fiscal administration 
(taxation and customs), which, according to of-
ficial statistics and compared to other intuitions 
analysed in this paper, have the highest number 
of administrative appeals to their relevant appeal 
structures and appeals to administrative courts. 
a. Article 10715 of law no. 9920, dated 19 May 

2008 “On Tax Procedures” (as amended) 
stipulates that the appeal of taxpayers is tak-
en into consideration only in the event the 
taxpayer meets one of the following condi-
tions:

 » pays the tax liability object of the appeal, or; 
 » submits a banking document certifying the 

bank guarantee for not less than 6 months 
for the amount of the liability.

In the absence of fulfilment of one of the above 
conditions, Tax Appeal Directorate has the right 
to refuse to review the appeal and not to review 
it on the merits, even though the taxpayer may 
have met all other procedural conditions and 

15   1. The taxpayer seeking to appeal, in accordance with 
point 1 of Article 106 of this law, must, along with the appeal, 
pay the full amount of the tax liability or place a bank 
guarantee for a minimum of 6 months, but not less than the 
deadline according to which the decision becomes of a final 
form for the full amount of the tax liability, determined in the 
notice of assessment of the tax administration. 
2. The payable amount or the amount placed as bank 
guarantee, in accordance with point 1 of this article, shall 
exclude the fines included in the appealed tax assessment. 
3. The appeal shall be reviewed only in the event the taxpayer 
pays the tax liability that is object of appeal, or produces 
a banking document that certifies the placement of the 
guarantee, in accordance with the provisions of points 1 and 2 
of this article.
4. Administrative acts issued by the tax administration, which 
are not appealed administratively, may not be appealed 
judicially. 
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those related to the appeal submission deadlines 
in accordance with the provisions of law no. 
9920.
b. Article 289 of law no.8449, dated 27 January 

1999, “Customs Code of the Republic of Al-
bania”, stipulates that the appellant, before 
appealing the decision of a customs author-
ity to the General Director of Customs, must 
cumulatively meet the following conditions:

 » pay 100% of the liability determined in the 
decision of the customs authority.

 » pay 40% of the amount of the fine determined 
in the decision of the customs authority.  

c. Article 105 of Law No.61/2012, “On Excise in 
the Republic of Albania” (as amended) stip-
ulates that the entity submitting an admin-
istrative appeal must cumulatively meet the 
following conditions:

 » pay 100% of the excise liability determined in 
the decision of the customs authority.

 » provide a Guarantee16 on 100% of the amount 
of the fine specified in the decision of the cus-
toms authority.

The Legal Directorate, which is the structure in 
the General Directorate of Customs to address 
cases of administrative appeals, reviews them 
only when the relevant customs authorities con-
firm the above conditions have been fulfilled. In 
many cases, this directorate provides advice to 
businesses to meet the preconditions for submit-
ting administrative appeals.
Interviews conducted with businesses show 
that: the obligations to prepay liabilities (in the 

16  The guarantee on 100% of the amount of the fine, 
pursuant to Order No.4, dated 14.04.2015, “On rejection of 
guarantees issued by insurance companies for the purpose of 
administrative recourse in the framework of Law No.61/2012” 
(as amended) is accepted only when issued by Second-Tier 
Banks. Moreover, this guarantee must be in compliance with 
the format approved in accordance with Article 76 and Annex 
23 of DCM No.612 dated 05.09.2012, “On applicable provisions 
of the law “On Excise” (as amended).

event of tax liabilities) and to prepay the liability 
plus 40% of the fine imposed (in the event of cus-
toms liabilities) are considered to be substantial 
limitations and non-objective obstacles to the ef-
fective exercise of the right to appeal before the 
administrative body. According to businesses, 
these conditions (especially the prepayment of 
the fine in the event of customs re-assessment) 
are disproportionate and penalising, creating ar-
tificial barriers for businesses to appeal arbitrary 
decisions of the tax and customs administration. 
This indeed constitutes a significant problem for 
businesses that wish to appeal administrative 
decisions. 
There is a general perception that the relevant 
administrations arbitrarily perform re-assess-
ment of tax or customs liabilities for the sole pur-
pose of generating income and meeting their ob-
jectives and budgetary plans by exploiting these 
legal “opportunities”. In this aspect, businesses 
believe that the provisions of the applicable leg-
islation, especially in the areas of taxation and 
customs, favour the administration in making 
arbitrary decisions. Fiscal institutions are “de 
facto” legally superior to businesses since the lat-
ter must prepay liabilities before the dispute is 
essentially reviewed.
Another concern relates to certain entities that 
are de facto bankrupt and cannot prepay their li-
abilities in accordance with the legal provisions 
mentioned above. In the absence of fulfilment of 
such conditions, appeal bodies “rightfully” reject 
administrative appeals.

Following the explanations above, there are two 
negative aspects:

 » The internal review of administrative acts 
issued by the relevant administrations is not 
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carried out (Notices of Assessment and Cus-
toms Liability Notices are not reviewed);

 » Entities face limitations in effectively exer-
cising the right to administrative appeal by 
not having the possibility to produce evi-
dence, reason the violations of the adminis-
tration, and object to the elements of admin-
istrative acts. 

The findings above, were already identified by 
the Secretariat in the Working Document “Rec-
ommendations for Improvements on Tax Inspection: 
Analysis in the framework of Improving Business 
Climate in Albania”17 drafted in September 2015. 
The Secretariat believes that such preconditions 
place businesses in an inferior position and the 
tax administration in a dominant position.
Regarding administrative appeals submitted to 
the state inspectorates, the legislation in force 
does not stipulate any precondition of a financial 
nature for the appealing entity. 
The same situation applies to administrative ap-
peals to the Public Procurement Commission18. 
The paid fee is returned to the appellant to public 
procurements, auctions, and concessions/PPP, 
in case the appeal of the entity is accepted at the 
conclusion of the appeal process. In case the ap-

17  https://www.investment.com.al/sq/events/mbledhja-nr-2-5-
tetor-2015-1600-2/
18  What is specific here is that the administrative appeal 
to the Public procurement Commission is subject to fees. 
Concretely, paragraph 10 of Article 63 of Law No. 9643, dated 
20.11.2006, “On Public Procurement” (as amended) stipulates 
that “each appeal to the Public procurement Commission shall 
be made against payment. The rules and fees for the payment 
shall be determined by Decision of the Council of Ministers”. 
The applicable DCMs for this purpose are as follows:
Regarding procurement procedures, a fee is to be paid in 
accordance with DCM No.261, dated 17.03.2010, which is 
equal to 0.5% of the amount of the total estimated value (VAT 
excluded);
Regarding concessions/ppp procedures, a fee is to be paid 
in accordance with DCM No. 401, dated 13.05.2015, which is 
equal to 10 % of the bid security, when bid security is required, 
or 2% of the amount envisaged in the concessionary contract.
Regarding auction procedures, a fee is to be paid in 
accordance with DCM No.56, dated 19.01.2011, equal to 0.5 % 
of the initial auction estimate. 

peal is rejected, the entire amount of the appeal 
fee is deposited in the State Budget. 

b.  Administrative appeal to appeal 
structures – an inefficient process 
Our analysis shows that businesses are doubt-
ful about the administrative appeal to appeal 
structures established within administration 
institutions. There is no trust between the par-
ties. As a legal tool to oppose acts of the admin-
istration in these structures, the administrative 
appeal is perceived by businesses more like a 
condition or a mandatory preliminary stage to 
fulfil to be able to, later on, address administra-
tive courts19. 
This finding is also based on the statistics above 
regarding the low number of decisions in favour 
of businesses, especially regarding administra-
tive appeals reviewed by the Tax Appeal Directo-
rate and the General Director of Customs, where 
the financial impact for businesses is higher. 
Also, the fact that in almost all cases of dispute 
with these institutions, businesses address the 
judiciary to resolve administrative disputes is 
another indicator of the high degree of the busi-
nesses’ mistrust towards the decisions of these 
structures. Despite being at a lower degree, the 
same perception exists for decisions of the Ap-
peal Commissions, established as appeal struc-
tures within certain state inspectorates. During 
2015, there was an increase of appeals to admin-
istrative courts against decisions of such struc-
tures.   
The decisions of the above-mentioned institu-
tions are often subject to prejudice due to the way 
they are established, organised, and function as 

19 In principle, the interested parties may address the court 
only after exhausting the administrative recourse (Article 
137/3 of the Administrative Procedure Code (as updated in 
October 2012)
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stipulated by the law and due to the “conflict of in-
terest” elements of collegial bodies dealing with 
the review of appeals. To make it more tangible, 
we analysed two cases below:   

Case 1: The Tax Appeal Directorate 
(TAD) is not perceived as a 
structure independent from the tax 
administration and impartial in its 
decisions. In the majority of cases, 
the decisions of this directorate are 
against businesses and in favour 
of the administration itself.

According to law no. 9920, dated 19 May 2008, 
“On Tax Procedures” (as amended), administra-
tive appeals against acts of tax directorates are 
appealed to the Tax Appeal Directorate (TAD). 
The law equips TAD also with the competence 
of reviewing acts of regional directorates by re-
viewing tax appeals of taxpayers. After the ad-
ministrative proceeding, it has the right to: a) 
uphold the act that is subject to appeal and reject the 
appeal; b) abrogate /revoke the act that is subject to 
appeal; c) change the act that is subject to appeal, by 
partially accepting the appeal. 
TAD is formally20 envisaged as an independent 
unit within the administration, but the fact it op-
erates under the structure of the General Directo-
rate of Taxation, and with structure and person-
nel provided by the General Directorate, raises 
suspicions on the sovereignty of its decisions on 
administrative appeals. Moreover, as also previ-

20 Paragraph 4 of Article 16: “The appeal directorate shall 
be an independent unit within the central tax administration”. 
Article 18: “The Tax Appeal Directorate shall be under the 
composition of the central tax administration an d shall have 
independent decision-making. The Tax Appeal Director shall be 
appointed by the Minister of Finance”

ously identified by the Secretariat,21 the low num-
ber of decisions in favour of taxpayers has led for 
this body to be perceived as an extension of the 
tax administration rather than an independent 
body. Furthermore, the role of TAD is put into 
question by law no. 9920 itself, as it stipulates 
that: decisions of TAD are again appealable by the 
tax administration when the latter does not agree 
with them.22 According to data from the Tirana 
First Instance Administrative Court, the latter 
has adjudicated in favour of the tax administra-
tion (regional directorates), when they appealed 
the decision of TAD, in only 1.4% (2014) and 2.4% 
(2015) of cases. 
In essence, the opportunity for appeal that law 
no. 9920 grants to regional directorates are ex-
ploited in 100% of cases by the latter, and it is 
estimated this is done on purpose; to make it 
impossible for taxpayers to be refunded on the 
amount prepaid for the appeal review, in ac-
cordance with the provisions of article 110 of law 
no.9920, this way artificially increasing the costs 
of businesses and the administration in the form 
of judicial pursuit of cases.

21  https://www.investment.com.al/sq/events/mbledhja-nr-2-5-
tetor-2015-1600-2/
22  Paragraph 3 of Article 109: “The tax administration, 
which issues the administrative decision, may appeal the 
decision of the tax appeal directorate to the court within 30 
days from being informed on the decision”. Decision No. 39, 
dated 30.06.2014, of the Constitutional Court of the Republic 
of Albania, in a struggling reasoning, rejected the request 
of the Tirana Court of Appeal to abrogate Article 109/3, as 
incompatible with the Constitution, reasoning, inter alia, that: 
The Regional Directorate of Taxation and the Tax Appeal 
Directorate with the General Directorate of Taxation do not 
have a relation of hierarchic subordination among them, 
since the lawmaker hasn’t stipulated the main element of 
administrative hierarchical subordination, namely the element 
of accountability; the obligation of the Regional Directorate of 
Taxation to provide information and explain its stances about 
the inspection activity. In absence of such features, according 
to the majority, the existence of the Tax Appeal Directorate 
by law, inter alia, also with the competence of abolishing/
revoking acts of the Regional Directorate of Taxation, is not 
an expression of hierarchy between these two bodies, but it 
represents control mechanisms on the exercised of activity 
of the regional Directorate of taxation in compliance with the 
law” 
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Case 2: In some cases, the 
inspector issuing the administrative 
act of the relevant administrative 
penalty (e.g., a fine) is a member of 
Appeal Commissions, established 
as appeal structures within state 
inspectorates. This is a flagrant 
case of conflict of interest, which is 
prohibited by the principles of the 
Administrative Procedure Code and 
provisions of law no.10433, dated 
16 June 2011, “On Inspection in the 
Republic of Albania”. An example 
of this is the Chief Inspector of the 
ACO, who reviews administrative 
appeals and takes final decisions in 
the event of administrative appeals 
against penalties imposed by him in 
the first place.

The analysis of the Secretariat and the informa-
tion collected by experts of the area led to the 
observation that administrative appeals are not 
effectively reviewed within appeal structures. 
This is due to several reasons, which we are pre-
senting below in brief:

1. There are no proper sessions of internal 
administrative review or administrative 
appeal review. Except for the Tax Appeal 
Directorate23 and the Public Procurement 
Commission24, which follow a consolidat-

23  Paragraph 4 of Article 108 of Law No.9920 stipulates 
the following: “Taxpayers shall have the right to personally 
present the case before the tax appeal directorate or to 
appoint a person to represent them before this directorate”.
24  Article 19/1 of Law No. 9643, dated 20 November 
2006, “On Public Procurement” (as amended) stipulates 
the following “The Public Procurement Commission shall 
be the highest body in the area of procurements to review 
appeals on procurement procedures, in compliance with the 
requirements of this law. The Public Procurement Commission 

ed procedure regarding the organisation of 
meetings for appealed cases, giving the pos-
sibility to appealing entities to be heard and 
to produce evidence and arguments, other 
appeal structures just carry out a review of 
written acts submitted by the parties. Com-
plaining to the General Directorate of Cus-
toms depends exclusively on the General 
Director. There is no proper structure for the 
review of administrative appeals. Concrete 
cases are reviewed by the Legal Directorate, 
which deals with administrative appeals, 
among other things. Only 1.6% of appeals re-
viewed by the GDC during 2015 are in favour 
of businesses. The rest of the appeals are al-
most all appealed in administrative courts. 
In the meantime, other appeal structures just 
carry out a review of written acts submitted 
by the parties in the absence of the latter. 
This is evident in the event of appeals review 
in the GDC and Inspectorates.

2. The competencies stipulated in substan-
tive laws for different institutions leave 
room for interpretation. Even when these 
competencies are well-defined, the appeal 
structures again decide to go beyond such 
competences25. This is because these appeal 
structures do not recognise the principles 
and provisions of the Administrative Proce-
dure Code but are inclined to rigidly apply 
only the provisions of the substantive law 

shall be a collegial body organized as a quasi-court, which, 
in comparison to all other parallel structures of different 
institutions, shall have broad competences and rights which 
adequately guarantee the fulfilment of administrative review 
principles, in accordance with the principles sanctioned in the 
Administrative Procedure Code.
25 In some cases, TAD also decides on issues that are 
not called for review by the appealing party, tasking the tax 
administration to carry out inspections or fiscal visits to re-
evaluate the tax liability.
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pertaining to their organisation and func-
tioning.

There are several cases in which the provisions 
of substantive laws/instructions go against 
those of the Administrative Procedure Code, 
which should nevertheless enjoy priority as part 
of a law with a higher26 hierarchy compared to 
simple laws.

3. In many cases, the administration bodies 
do not interpret the legal provisions of the 
legislation in the conditions of trust and do 
not guarantee the general legal principle, 
according to which when a legal provision 
regulating a particular situation is vague, 
the provision will be interpreted in favour 
of the other party and not of the State. This 
is particularly evident, especially concerning 
the implementation of laws by the tax ad-
ministration. For example, the classification 
of subjects for purposes of VAT tax liability is 
often done by overlooking the requirements 
of the decision of the Council of Ministers 
(DCM) no. 953, date 29/12/2014 “On imple-
menting provisions of law no. 92/2014, “On 
the value-added tax in the Republic of Alba-
nia”, regarding the classification of profes-
sion or the sum of annual turnover for the 
effect of classification as a tax-paying entity 
with VAT tax liability. Such cases bring about 
a considerable number of disputes which are 
later followed in administrative and judicial 
ways by artificially increasing the workload 
for the respective administrations. In oth-
er cases, the latter presumes “a priori” that 
taxpayers have committed a violation by 

26  Codes are adopted with qualified majority of 3/5 of 
members of the Assembly of Albania.

putting taxpayers in a position where they 
have to prove that they have not committed 
any tax violations. The contrary should be 
the case: the administration should provide 
evidence and arguments to prove the viola-
tion and then the taxpayer should have an 
obligation to present his counterarguments 
or evidence. However, different laws, such as 
Law No. 10433, dated 16.06.2014 “On inspec-
tion” have brought some novelties to certain 
principles of the administrative law provi-
sions that guarantee that inspection admin-
istrations provide a highly honest treatment. 
Concretely, Article 8 “The principle of the fa-
vourable legal provision,” provides the follow-
ing: 1. When legal provisions based on which 
inspection works are vague or contradict each 
other, the inspector shall act in a way that less 
affects the object of inspection. 2. When the ob-
ject of inspection has acted in accordance with a 
legal requirement that contradicts another legal 
requirement, its action shall not be considered 
as breaching the law”. 

4. In practice, a lack of institutional coor-
dination, contradicting instructions, le-
gal vacuums or substantial violations of 
the principles of law become a cost to the 
businesses, making their activity more 
difficult. For example, the procedures over 
the years for the acknowledgement of the 
expenses in the hydrocarbon operations, as 
exempted from the VAT (the hydrocarbon 
sector) have been unclear and unmonitored, 
creating thus confusion among the business-
es of the sector, which brings an important 
contribution to the economy of the country. 
Today, these procedures are becoming a 
boomerang for these businesses, causing 
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ongoing costs and uncertainty for further 
investments. Also, practices of requests for 
the Authorisation to Acknowledge the Exempt-
ed Expenses submitted by businesses and 
which the NANR has yet not responded, even 
to date, have been carried over the years. An 
absurd and exhaustive example of basic vio-
lations by the administration is the request 
by one IPRO to the Bank of the second tier to 
equip IPRO with the text of legal basis (DCM) 
with the ink stamp of the Council of Minis-
ters!

5. Lack of consolidated and unified practic-
es by the administration, further hindered 
by frequent legal changes. In the meetings 
held with businesses, associations, and pub-
lic institutions, there is a consensus regard-
ing the necessity of unified administration 
practices, especially tax and customs ad-
ministration. In many cases, businesses are 
not clear on how to address specific cases 
such as loan loss provisions in the banking 
sector and VAT for financial services; for the 
acknowledgement of expenses exempted 
from VAT in the case of hydrocarbon sector 
(research and development operations); in 
the case of IT sector for importing computer 
programs or in the case of the construction 
sector. There is an ambiguous approach 
to the stance and clarity of final responses 
given to the businesses, leaving at any time 
“an open window” for the tax administration 
to find businesses guilty and penalise them, 
for example, the case of fines for the instal-
lation of fiscal devices for certain types of 
businesses which, even though performing 
transactions through banks, were obliged to 
be equipped with fiscal devices. Only recent-

ly, the TAD published a decision on how to 
address such cases.

6. Lack of adequate infrastructure to hold ses-
sions to review the administrative appeal.

7. Lack of sustainable capacities, trained 
and updated with the legislation, dynam-
ics of its changes, and shaped with the 
spirit of treating business as a partner. In 
almost all the meetings held with the busi-
ness, a concern was raised regarding the 
frequent staff turnover in the institutions 
offering services for the business27. They 
think that this results in a loss of the “institu-
tional memory”, the need to conduct training 
constantly and delays in responding, even 
regarding simple and already consolidated 
procedures, which artificially increase the 
number of disputes between businesses and 
the administration. There is dissatisfaction 
regarding the professional skills of the ad-
ministration and the knowledge/update of 
legislation, the dynamics of its changes and, 
at the same time, communication and spirit 
in treating businesses. 

8. Businesses themselves are not fully 
knowledgeable on the administrative 
appeal system against administration 
acts. In many cases, they are content with 
following their problems through simple 
complaints or direct contact, when the ad-
ministration responds on delay or does not 
respond at all, by not following the proce-
dures and deadlines for submitting formal 
administrative appeals. There is room here 

27  Examples presented by businesses: IPRO
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for investment from the businesses to in-
crease in-house professional capacities, ade-
quately get to know and respect institutions’ 
procedures regarding the specificities of the 
administrative appeal and principles out-
lined in the Administrative Procedure Code.

b. Lack of transparency regarding 
appeal procedures and decision-
making 
The conducted analysis indicates that only some 
public institutions provide clear, complete and 
accurate information regarding the appeal pro-
cedures of the administrative acts.
Concretely, regarding the administrative appeal 
procedures at DAT, PPC, NRC or Central Inspec-
torate, there is information in the online desig-
nated sections regarding the appeal and actual 
tools that businesses have at their disposal to 
appeal the decisions of these institutions. 
On the other side, only the PPC has periodically 
posted its decisions and satisfactory justification 
about them. These published decisions give way 
to the administrative unification28 of the practice 
in solving similar cases related to public procure-
ment, they provide to entities a complete picture 
of the stances regarding particular or specific 
cases and charge the administration with the 
“burden” of standing up to the interpretations it 
has provided earlier by limiting excessive discre-
tion. 
The PPC also publishes the institution’s annual 
working reports, which contain statistics regard-
ing the number of examined cases, the results of 
such examination, the number of cases appealed 
at the court, the manner and deadlines within 
which problems have been addressed as well 

28  Judicial unification is a competence of unified colleges of 
the Supreme Court only. 

as their complete picture. The other institutions 
leave a lot to be desired regarding the online 
posting of the decisions. There are cases when 
they do not even have a website, such as some 
inspectorates like the Mining Inspectorate. 
Regarding the publishing of decisions by TAD, 
it is found out that TAD does not yet periodical-
ly publish its decisions/stances29. The published 
decisions do not clarify the main problems that 
concern big businesses and impact them (for ex-
ample, regarding bank loss loan provisions de-
ductible and non-deductible expenditures, etc.) 
The annual work reports and other instructions 
of TAD about how the administration structures 
must address certain cases are only for internal 
use by the administration and are not made pub-
lic.
In the absence of a Manual on Tax Procedures, 
it is becoming more difficult for the business to 
have an idea regarding the approaches of the tax 
administration and the latter itself has difficul-
ties in establishing consolidated practices. The 
absence of unified approaches of the tax admin-
istration has been addressed previously by the 
Secretariat.30 In the case of the tax administra-
tion, the treatment of informal complaints sub-
mitted by the businesses and the failure of the 
tax administration to respond within the general 
30-day deadline remains a problem. In most cas-
es, the answers and reasoning related to specific 
cases about which the business requests final 
interpretation are unclear and further confuse 
businesses. 

29  It results that until 11.02.2015 only 34 decisions are 
published at https://www.tatime.gov.al/sq al/Sherbimet/
Apelimet%20Tatimore/Pages/Vendime.aspx
30  https://www.investment.com.al/sq/events/mbledhja-nr-2-5-
tetor-2015-1600-2/
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The CI31, TAD32 and PPC33 have posted some 
standard forms regarding the administrative 
appeal by providing reasonable assistance to 
entities regarding the administrative appeal. If, 
in the case of TAD or Central Inspectorate, the 
administrative appeal forms are only for orien-
tation purposes, the administrative appeal at the 
PPC must be carried out in accordance with the 
Standard Form endorsed for this purpose.

b. Other findings
1. Unequal position of the businesses in 

front of the state institutions 
a. The main concern for the businesses 

and the experts is that during the ad-
ministrative review of disputes related 
to an administrative act, the business 
is placed in an inferior position and not 
equal to that of the administrative body. 
For example, when the appeals related 
to the illegality or invalidity of the ad-
ministrative act/decision of the appeal 
bodies are sent to the courts, business-
es have to confront several institutions 
simultaneously. The most typical cases 
are the appeals against the decisions of 
the Tax Appeal Directorate, the Gener-
al Directorate of Customs or the Public 
Procurement Commission, to which is 
also added the State Advocate Office, 
by duplicating the functions defending 
the state interests in a dispute under re-
view. The institutions interviewed by the 
Secretariat confirm that this situation is 
the result of an institutional internal con-
traction – of the need “to be compliant with 

31  Standard inspection form – Appeal for the final decision
32  Tax appeal form
33  Procurement complaint form

the duty and not feel prejudiced,” and to 
accomplish the mission to protect at any 
case the interests of the State, even in 
those cases when the judiciary practice, 
in a final and consolidated manner, has 
confirmed the flagrant violation made by 
the administration. 

b. Also, another reason as to the above 
pertains to the fact that public adminis-
tration bodies feel “obliged” to fulfil the 
recommendations as decided by the 
Supreme State Audit (SSA), by being, 
thus, in any case, face to face with the 
business. Although the public admin-
istration bodies do not agree with the 
recommendations of the Supreme State 
Audit, which are not obligatory for them 
to be a priori implemented, these bodies 
still prefer to apply them even when such 
recommendations unlawfully damage 
the legal and economic rights of the busi-
ness. 

c. In this way, the administration bodies 
feel protected by the “prejudices”, admin-
istrative penalties, or criminal charges 
recommended by the Supreme State 
Audit, increasing the cost of the business 
for violations/irregularities committed 
by the administration itself.  

d. The public administration is not ade-
quately familiar with the institution’s role 
of the State Advocacy Office and its com-
petencies. The public administration 
does not request from the State Advoca-
cy Office interpretations, professional le-
gal assistance or the unification of stanc-
es for several practices, not utilising the 
capacities of this institution. The State 
Advocacy Office has, in no case, been 
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engaged by the public administration 
bodies, even though the latter has the ca-
pacities and possibilities to do so in com-
pliance with the provisions of Article 1734 
of Law No. 10018 date 13.11.2008.  

Everything mentioned above has caused con-
stant pressure on businesses, courts, and parties 
involved in accomplishing the actual mission, 
which is to assist businesses and not punish 
them.  
2. The business is not guaranteed legal certain-

ty and fair treatment. The lack of institution-
al cooperation - cost to the business

The administration’s awareness of treating busi-
nesses, especially strategic businesses, has in-
creased according to the contractual provisions. 
However, gaps in institutional coordination vio-
late essential principles of law, and it is the busi-
ness to bear often the costs that come with such 
gaps. 
Below there is a concrete case in the hydro-
carbon sector, exhausting at the same time 
many of the problems mentioned above. 

a. Investors who operate based on perti-
nent contracts in petroleum research 
and development can’t be exempted 
from VAT regarding several expenses 
incurred by their subcontractors. These 
expenses are directly related to hydro-
carbon operations. 

34  Article 17 “Mediation and reconciliation”
1. The State Advocacy shall mediate for a dispute settlement 
resolution between central bodies of the public administration 
and the public entities. The State Advocacy Office shall 
send the settlement, which the parties have agreed for, to 
the Minister of Justice and the Minister of Finance. Their 
endorsement shall be materialized in a joint order and, only 
upon that order, it shall be made biding for the parties in 
dispute.
2. The State Advocacy Office shall recommend a dispute 
settlement resolution between a public administration central 
or local body and another central or local body, when they so 
require. There cannot be provided recommendations regarding 
cases of dispute over competencies. 

b. For these expenses not to be an object of 
the 20% VAT, investors/subcontractors 
would have to apply at the NANR35 with-
in 30 days from the issuance of the rel-
evant invoice by presenting in advance 
several explanatory documents (among 
which the tax invoice which was issued 
in advance with 0 VAT). The purpose for 
such application is to be equipped with 
the pertinent authorisation that certifies 
the acknowledgement of these expenses 
for the effects of hydrocarbon operations 
and, consequently, their exemptions 
from 20% VAT in accordance with the tax 
legislation regarding the VAT. 

c. The Authorisation issued by the NANR 
was to be kept by the subcontractors, as 
evidence for the tax bodies, to prove that 
the invoices issued by the subcontractors 
for the expenses incurred are valid be-
cause the NANR confirmed the nature of 
the expense for hydrocarbon operations. 

d. It results that several practices carried 
over from 2012 until the end of 2014 by 
these subcontractors, who request to be 
exempted from VAT with regards to their 
services, have not yet been reviewed by 
the NANR. Due to this delay, the NANR has 
neither addressed nor decided on wheth-
er to endorse these applications or not. As 
a result, investors can’t enjoy their legal 
rights regarding VAT exemption for the 
supplies provided by their subcontractors. 
In the absence of an administrative act by 
the NANR, authorising or rejecting the ac-

35  The National Agency of Natural Resources – a specialized 
body that monitors and confirms the performance or not of 
hydrocarbon operations in the research-development stage 
and their concrete nature. The NANR has not been confined 
by any binding legal timeframe within which it should have 
issued these Authorizations.
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knowledgement for VAT exemption, these 
entities are incapable of objecting through 
judicial ways. On the other side, the legis-
lation, in this case, has not provided for a 
procedure for the internal administrative 
appeal. Even in those cases for which until 
2015 the NANR has issued the Authorisa-
tion within 40-45 days, the tax bodies have 
again not acknowledged it for businesses, 
on the pretence that the VAT declaration 
was made monthly, by forcing their annul-
ment and the issuance of VAT invoices.  

e. On the other side, instruction36 no. 17 dat-
ed 12.06.2015 sets forth that: “the NANR 
must confirm (issue the Authorisation) for 
every supply or supplies made, within 30 
calendar days from the date of the issuance 
of the fiscal invoice by its contractor/sub-
contractor. In case the contractor/subcon-
tractor has not obtained the authorisation 
from NANR within the 30 days, the supply 
subject of authorisation will be considered 
as taxable with VAT, and the contractor/
subcontractor should correct the invoice”. 
This provision contradicts the general 
principles of law, according to which 
the silence of the administrative body 
regarding a request by the entity means 
the endorsement of that request.  Legal 
experts, businesses and the Secretar-
iat view that the provision mentioned 
above is legal nonsense. Moreover, 
this provision contradicts the princi-
ples sanctioned in Article 9737 of the 

36  Joint instruction of the Minister of Finance and Minister of 
Energy, issued more than 6 months on delay from the moment 
of the entry into force of Law No.92/2014 “On Added Value 
Tax in the Republic of Albania” which resulted in a legal gap of 
consequence for the entities involved in this specific sector.
37  “Article 97 – Assent in silence 1. If the party has 
requested during the administrative procedure the issuance 

New Administrative Procedure Code. 
Regardless of this law’s delayed entry 
into force, it should have been tak-
en automatically into consideration 
when the Instruction was drafted.

f. It results that the NANR and entities 
themselves are also under the pressure 
of the recommendations of the Supreme 
State Audit, according to which several 
authorisations previously issued by the 
NANR for the VAT exemption are to be 
revoked. In such cases, the principle of 
legal certainty is also violated through 
the revocation of legal rights which were 
granted earlier to businesses by the Al-
banian state institutions. When such 
authorisations are revoked, it results in 
financial collapse for these businesses 
and their contractors’ and subcontrac-
tors’ chain due to unusual financial costs 
related to a) cancellation of invoices; b) 
their correction by re-issuing them with 
VAT; c) payment of fines for purposes of 
carrying out such corrections; d) correc-
tions in the accounting books of respec-
tive companies. 

of a written administrative act and the public body does 
not inform on its decision within the extended deadline, the 
request shall be considered as granted and the requested 
written administrative act as assented in silence (the act of 
silence) in cases when special laws have so stipulated. 
2. The party shall have the right to request from the public 
authority, which has not issued the requested administrative 
act, a written confirmation that its request is considered 
approved pursuant to point 1 of this Article. The confirmation 
shall contain the text of the request, the date of its 
submission and the fact that the public body did not inform on 
its decision within the deadline set forth in accordance with 
point 1 of this Article. 
3. If the authority does not issue a confirmation pursuant 
to point 2 of this Article within 7 days from the date of the 
filing of the request of the party pursuant to point 2 of this 
Article, or, at the same time, does not issue the requested 
administrative act, the party may file a lawsuit at the 
competent administrative court to specify the rights and 
obligations between the plaintiff and the public body.”
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The problem mentioned above must be swift-
ly addressed to provide a final solution for 
the concerns of businesses in this regard. 
The principle of legal certainty must prevail 
over the institutional lack of coordination to 
date.
2. Problems identified in the banking sector
All the findings presented above are also a reflec-
tion of the comments made by the banking sec-
tor regarding various aspects of administrative 
appeal within the administration and, further on, 
at the administrative courts. 
Below we address a summary of some of the 
concrete concerns of this sector, which cause ad-
ministrative disputes between banks and public 
administration bodies.

a. The most typical problems regarding 
administrative appeals are those related 
to taxes. The tax administration has con-
ducted the re-assessment of liabilities in 
several banks due to non-recognition of 
the provisions carried out by banks as 
deductible expenses, in compliance with 
the standards of the Bank of Albania 
regulations. According to the tax admin-
istration, the criteria of international ac-
counting standards should have applied 
to the provisions’ criteria because they 
offer a different reporting mechanism 
of provisions for bad loans, unlike the 
one provided for in the regulations of the 
Bank of Albania.

b. The frequent staff turnover at the IPROs. 
It is claimed that they are not knowl-
edgeable on the applicable legislation. 
Practices of the IPROs are often abusive 
because there are delays in the filing of 
decisions of the Court or Judicial Bai-
liffs. Such abuse leads to the incapacity 

to request at the court the application 
of the right. They do not know the real-
ity, and they do not implement the rules 
and principles for the codification of 
administrative practices. The unifica-
tion of practices by the administration is 
viewed as another problematic aspect at 
the core of which stands the administra-
tion’s lack of will.

c. The orders for account blocking by tax 
directorates are uncoordinated and 
cause conflict with the customers who, 
in many cases, are not notified in ad-
vance by the tax bodies for the voluntary 
execution of tax liabilities. The shift of 
the payments’ priority resulting from tax 
liabilities, pursuant to article 605 of the 
Civil Code, has brought about the need 
to prepare a joint execution procedure, 
inexistent so far, with other relevant en-
tities (bailiff, customs authorities, etc.), 
because the “clash” of payment orders 
issued by these entities in line with the 
respective procedure of each of them, 
brings about problems and managerial 
difficulties for the Bank in handling the 
situation. The latter has a limited role 
and must obey the orders of the relevant 
entities authorised by law by performing 
actions to block and/or execute. When 
the time limits of performing these ac-
tions are different for every entity and 
often contradict one another, the Bank 
is found in a difficult situation and can-
not “choose” the preferred creditor. The 
Bank is put in an absurd situation be-
cause, whatever action it performs, it will 
be nonetheless penalised by the dissatis-
fied entity/entities. In light of the above 
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concerning the tax institution and judi-
cial bailiffs, the Bank is obliged to under-
go a process of information processing 
in line with the requests of these entities, 
a fact, which is reflected in the exten-
sive need for human resources working 
hours, consumption material, etc. 

d. According to banks, it is evident that the 
decisions of administrative courts fa-
vour state institutions. The administra-
tive court judges are inclined to prioritise 

state institutions, especially central ones 
and those that are part of the fiscal ad-
ministration. Obviously, in the case of an 
administrative appeal with a second-tier 
bank as a party in the dispute, court de-
cisions mainly favour state institutions. 
If a commune or municipality is the op-
posing party in a dispute with a bank, it is 
easier for the court to implement the law 
and recognise the rights to the advantage 
of banks. 
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RECOMMENDATION 1:

Facilitate the access of businesses to 
their administrative appeal right.
1. Respective laws, especially laws in the fiscal 

area, must facilitate the preconditions for the 
administrative appeal against the adminis-
tration’s acts to increase business access to 
it. Although some improvements in this per-
spective have been made (i.e., Banking Guar-
antee as an alternative to prepayment has 
been stipulated under the Law 9920), further 
improvements are requested. Improved ac-
cess can be achieved through one of the fol-
lowing alternatives:
a. Businesses prepay only a small portion 

of the reassessed tax or customs liability 
amount (excluding fines); or 

b. Instead of prepaying a portion of the li-
ability, entities pay only an irretrievable 
administrative tariff to deposit the ad-
ministrative appeal at the appeal struc-
ture (for example, pursuant to the model 
currently used for the appeals submitted by 
businesses at the PPC).

The Secretariat, interviewed business and ex-
perts, think that the second alternative is the 
most appropriate. In this case, the adminis-
tration fee would be dedicated to cover only 
the administrative expenses of the independ-
ent structure reviewing the tax and customs 
related administrative appeals38.  This would 
facilitate not only the access of the business 
to the administrative appeal procedures, but 
it would also alleviate the appeal structures 
from the “burden” to protect in any case the 
actions of the tax and customs administration, 
and on the other hand, it would increase their 
effective independence.
2. The legislation on tax and customs should 

also allow appealing to the de facto bank-
rupt entities when the latter can prove 
insolvency (for example, through an inde-
pendent expert report in this area). 

38  Refer to Recommendation No. 3

RECOMMENDATIONS
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RECOMMENDATION 2:

The decisions of TAD, as the upper 
administrative unit that decides on appeal 
matters, should be automatically binding 
for the Regional Tax Directorates. 
The right of the Regional Tax Directorates to 
appeal the decisions of TAD further in court, ac-
cording to the provisions of Article 109/3 of Law 
No.9920, should be abolished.

RECOMMENDATION 3: 

To effectively increase the independence 
of TAD and separate its functions from 
the structure of the General Directorate 
of Taxation (GDT). 
In the framework of the plans for the unification 
of tax and customs administration, it is also rec-
ommended that a collegial body of appeal be es-
tablished in the form of a “quasi court”.
This appealing structure should be estab-
lished via a specific law and have the com-
petence to review the administrative appeals 
(above a certain amount) regarding tax and 
customs administration acts. Its composition 
should be professionals of high integrity from 
law and economy with experience in tax and 
customs issues. The functioning of this struc-
ture should be based on the arbitration princi-
ples, where the litigating parties should have 
the right to choose the relevant commission 
(or only some of its members) which will per-
form the administrative appeal review. The 
decisions of this structure may be appealed as 
currently done before administrative courts. 
Unified timelines are recommended for sub-
mitting appeal requests for administrative 
acts 30 days from the day of the acknowledge-
ment of the administrative act. 

RECOMMENDATION 4:

It is also suggested to merge and 
centralise inspectorates’ appeals at 
the Central Inspectorate to enhance 
the professionalism, independence, and 
trust regarding the appeal in the State 
Inspectorates.

RECOMMENDATION 5: 

To establish the mechanisms of prior 
consultation with businesses to discuss 
problems and potential solutions. 
The lack of prior consultation with businesses 
in several initiatives has increased the number 
of administrative disputes handled by the ap-
peal structures. It is assessed that the existence 
of these mechanisms would encourage dialogue 
between parties and would also reduce the num-
ber of disputes. 

RECOMMENDATION 6: 

The unification of the timelines for 
exercising the right of the administrative 
appeal is deemed necessary.  We 
recommend a timeline of 30 days from 
the day of the acknowledgement of the 
administrative act (as above). 
Referring to the EU Progress Report for 2015, 
the entry into force of the New Code of Admin-
istrative Procedures, 39 drafted according to 
European standards, is expected to facilitate 
administrative procedures for businesses and 
citizens further. In this framework, it is re-
quired to prepare, review, publish in due time 
the special administrative procedures to be in 

39  Law No. 44/2015 “The Code of Administrative Procedures in 
the Republic of Albania” shall enter into force on May 29, 2016. 
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conformity with the New Code and for aware-
ness-raising purposes in the respective insti-
tutions themselves.

RECOMMENDATION 7:

Staff sustainability and continuous 
professional advancement of staff 
working at the appeal structures in 
institutions. 
Joint training programs between businesses and 
administration would prevent disputes among 
parties. It is also suggested to organise joint 
training programs for the Administrative Courts, 
the Tax and Customs Administrations through 
the school of Magistrates with the assistance of 
business associations, such as the Albanian As-
sociation of Banks. This would also help in the 
unification of practices for both the administra-
tion and the judiciary. 

RECOMMENDATION 8: 

The unification of practices and 
preparation of commentaries for similar 
cases, especially in the Tax, Customs 
and Inspectorates, possibly in the sector 
viewpoint, such as banking, agro-industry, 
natural resources, etc. 
From the viewpoint of businesses, experts and 
groups of interest contacted by the Secretariat, 
the unification of consolidated practices is consid-
ered as one of the most indispensable elements, 
which would reduce to a considerable extent the 
number of appeals filed against the decisions of 
the tax administration and would improve the 
business perception indicator related to it.  A cru-
cial role in the unification may be played also by 

the State Advocacy Office through its active role 
in interpreting legal cases for the entire public 
administration. This also requires legal amend-
ments to Law No. 10018, dated 13.11.2008 “On the 
State Advocacy Office”.

RECOMMENDATION 9: 

The improvement of institutional 
coordination, computerisation of systems 
between institutions of the administration 
and exchange of information, possibly 
electronically and in real time, such as for 
instance among the tax administration, 
customs administration, IPRO, transport 
directorates, etc. 
This would relieve businesses from going back 
and forth from the bureaucracy, and looking for 
official documents in different institutions. Pre-
liminary cooperation among institutions and 
the opinion of the State Advocate are essential 
before cases end in Courts so that the burden of 
costs for both businesses and the administration 
can be reduced.

RECOMMENDATION 10: 

It is suggested that the Council of 
Ministers instructs its subordinate public 
administration bodies for procedures to 
be followed regarding recommendations 
reported by the Supreme State Audit. 
Public administration bodies should review with 
working groups the tasks and recommendations 
made by the Supreme State Audit to avoid their a 
priori implementation, especially when their ar-
bitrary implementation violates the legal certain-
ty and the businesses legal rights. This would 
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also reduce the costs of the State Budget in cases 
when the business rights would be put in place 
by courts, and the State would be obliged to com-
pensate the business for the caused damages.

RECOMMENDATION 11: 
The decisions of TAD/Inspectorates/GDC 
must be made public systematically (by 
ensuring the protection of confidential 
data to the extent possible). 
This obligation should be clearly stipulated un-
der the respective applicable legislation applied 
by these institutions.

RECOMMENDATION 12: 
The publication of annual reports of GDT, 
GDC and special Inspectorates, including 
the outcome of administrative appeals 
and their progress in court.
There have also been concrete recommenda-
tions suggested during the meetings of the Sec-

retariat with courts, experts and chambers of 
commerce to facilitate the work of Administra-
tive Courts or appeal structures in institutions. 
e would like to mention the following recommen-
dations:
1. When the Administrative Court of Appeal 

leaves into force, with the same reasoning, 
the decision of the Administrative Court of 
First Instance, it should not be obliged to pro-
vide a reason for the decision, except for cas-
es when one of the parties so requests. This 
recommendation would relieve the burden 
of the Administrative Court of Appeals and 
would make its work faster.

2. Preliminary consultation with businesses 
about legal and institutional initiatives that 
affect them is indispensable. Institutions 
should apply the provisions of Law No. 
146/2014 “On public Notification and Con-
sultation”. This would reduce the number of 
administrative disputes.
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ANNEX 1 
STATISTICAL DATA

Acepted RTD
sue to TAD

Accepted business sue
to Tax Administration

Accepted  business sue 
to Custom Administration

10 15 20 25 30 3550
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24.19%

21.60%

2014 2015

 Figure 4.  The outcome of cases reviewed by the Administrative Court of Tirana District

Source: Administrative Court of Tirana District 
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 Figure 5.  Ratio between administrative penalties and inspections (2015)

Source: Central Inspectorate

 Figure 6.  Ratio between administrative appeals and administrative penalties in Inspections (2015)

Source: Central Inspectorate 

ON THE IMPROVEMENT OF DISPUTE 
RESOLUTION MECHANISMS BETWEEN 
BUSINESS AND PUBLIC ADMINISTRATION

124 125



ISHPSHSH

ISHSH

ZSHDA

AKBPM

AKU

ISHMP

40%

9%15%

19%

18%

1%

AKU 28%

40%

6%

51%

80%

75%

AKBPM

ISHA

ISHSH

DPM

ISHPSHSH

20 30 40 50 60 35100

 Figure 7.  Ratio between Business appeals accepted by Inspectorates (2015)

 Figure 8.  Ratio between trial cases and appeals rejected in Inspectorates (2015)

Source: CI

Source: CI
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Source: CI

Table 2: Results of appeals at the NRC (2015)

Type Number %/ of the total of reviewed cases 
(156,241 registrations alone)

Administrative 
appeals 

90 0,05 %

Judicial proceedings: 
NRC as respondent

29 0,01%

Judicial proceedings: 
NRC as a third party

21 0,01%

Total 140 0.08%
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 Figure 10.  Outcome of Administrative Appeals at 
the General Directorate of Customs

Source: GDC

 Figure 13.  Cases followed by the State Advocate

Source: State Advocate Office 

Source: PPC

 Figure 11.  Outcome of appeals at the PPC
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T he purpose of the questionnaire is 
to identify concrete concerns of the 
business in its relations with the 
public administration and, more 

concretely, during the process of appealing a 
decision of the administration within the ad-
ministrative jurisdiction. The analysis of the 
Secretariat will be focused on current mecha-

ANNEX 2
THE QUESTIONNAIRE 
OF INTERVIEWS WITH 
STAKEHOLDERS

nisms and the efficiency of resolving disagree-
ments in Administrative Jurisdiction and of-
fering practical recommendations to facilitate 
the process within public institutions and to 
reduce the burden of the business for further 
legal actions (for example, judicial system) 
with an impact in the business climate in the 
country.
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No. Question/Issue intended for 
discussion

Comments

1 Have you appealed any decision/proce-
dure of the public administration, such as 
Tax, Customs, State Inspectorate, Public 
Procurement, etc.?
What were the concrete problems and the 
most typical issues you have submitted an 
administrative appeal against (clarity of 
legislation, arbitrary treatment by public 
administration, non-compliance of dead-
lines, the attitude of businesses, lack of 
legislation knowledge, notification in due 
time, etc.)?

2 Was the appeal resolved within the ad-
ministrative components, or did you have 
to address the issue at the court?

3 Any assessments regarding the appeal 
costs (time, human resources, legal fees 
and hidden costs)

4 Do you believe in a fair and honest resolu-
tion of your appeal within the administra-
tive jurisdiction?

5 How do you see the quality of decisions of 
the administrative jurisdiction? Are they 
justified, are there valid legal grounds and 
are they unified or not?

6 Difficulties encountered in addressing 
disputes to the public institutions (burden 
of proof, institutional capacities, bureau-
cracies, communication, ethics, etc.)

7 List the three most applicable recommen-
dations to address institutional and legal 
issues to facilitate dispute resolution at 
and within the administration.

w w w . i n v e s t m e n t . c o m . a l
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T he consequences of the global crisis 
were reflected in the Western Bal-
kans after 2008 with a considerable 
decline in economic growth, which 

according to studies, is not yet being recov-
ered to the levels before the crisis (currently 
estimated at only 2.11% as a region mean for 
2015). Meanwhile, weak economic growth has 
made convergence of living standards of the 
region with the EU more difficult. According to 
purchasing power parity, the income per capi-
ta in Western Balkans is less than half of those 
of the EU countries, and a third of the south EU 
countries and almost a quarter of the EU rich-
est countries (Sanfey, Milatovic, Kresic, 2016).
Western Balkan economies are still considered 

1  World Bank Group, South East Europe, Regular Economic 
Report, No.9 Spring 2016

economies in transition2 that have experienced 
growing inflows of foreign direct investment 
(FDI) for 2006 - 2014. The average rate of FDI 
inflows to GDP was mainly significant for Mon-
tenegro with 14%, Albania with 8.2%, and Ser-
bia with 7.7%. Meanwhile, the region is viewed 
with much interest by foreign investors for the 
advantages it offers, such as 1) EU member-
ship perspective; 2) macroeconomic stability; 
3) strategic location; 4) favourable taxes; 5) di-
verse economies; 6) cheaper labour costs com-
bined with 7) a relatively well-educated popula-
tion3.

2  Referred to World Bank data they vary in the value of 
income per capita, assessed for 2015, from 4029 USD for 
Bosnia and Herzegovina, to 4200 USD for Albania, 4900 
USD for Macedonia, 5100 USD for Serbia, to 6400 USD for 
Montenegro.
3  Peter Sanfey, Jakov Milatović and Ana Krešić, January 2016, 
“How the Western Balkans can catch up” EBRD, Working Paper 186

INTRODUCTION

w w w . i n v e s t m e n t . c o m . a l

The issue that arises from policymakers 
and experts for a solution is what will be the 
sources of growth in the region? One of the al-
ternatives remains to attract sustainable for-
eign investments in the region in response to 
the comparative advantages of each country. 
Therefore, countries in the region, including 
Albania, have taken somewhat aggressive in-
centive policies to be as competitive as possi-
ble in attracting foreign investments. But are 
these incentives on themselves sufficient to 
attract productive investments in the econo-
my?
The subject of analysis in this paper is to iden-
tify incentive investment policies for Alba-
nia compared with the other countries in the 

region to bring the investors’ perspective on 
these policies and their specific concerns on 
the to-do-business climate in the country. The 
analysis was developed in collaboration and 
with the contribution of the Albanian Invest-
ment Development Agency (AIDA).
Moreover, reports and the most recent studies 
by EBRD, OECD, GIZ, DIHA on the investment 
climate and competitiveness of the Western 
Balkans and Albania in particular have been 
considered. The statistics used for this analy-
sis were consulted with the Bank of Albania, 
INSTAT, NBC4. Around 20 meetings were held 
with representatives of business associations 
and major companies that invest in Albania 
and the region.

4  Matrix of Incentives in Annex 2 has been confirmed also 
with Deloitte Albania
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A lbania in the region appears among 
the countries with the highest inflow 
of foreign direct investments in the 
past five years, listed behind Serbia, 

CONTEXT

while in terms of GDP listed behind Montenegro 
(8.7% of GDP for 2014), as shown in Figure 1.
 Figure 1.  Foreign Investment Inflow in the Western 
Balkan Countries

a) In billion USD b) in GDP percentage 
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Based on data from the Bank of Albania (BoA), 
the FDI stock in Albania is concentrated in: 
transportation and communication at about 27% 
of the total, financial services at around 17%, and 
the extractive industry for about 15%. According 
to BoA, the FDI inflow for 2015 is calculated at 
EUR 881 mln, compared to EUR 869 mln EUR in 
2014. This inflow during 2015 was concentrated 
in the extractive industry 39%, energy 35% and 
financial intermediaries 10%. While for 2014, the 
inflow of FDI was concentrated in the extractive 
industry for about 58% of the value, transport 
and telecommunications for about 13% and en-
ergy for about 9%. Meanwhile, in the region, 
the picture of the sectorial distribution of FDIs 
appears different. Thus, the main FDI sectors 
in Serbia are the financial sector and the manu-
facturing industry, such as automotive, electric, 

food and textile industries; FDIs in recent years 
in Macedonia have been focused on the auto-
motive industry; the industry, banks and tele-
communications are the sectors with the highest 
inflow in Bosnia and Herzegovina; tourism is the 
dominant sector in Montenegro. A good part of 
the FDI inflow in the region is dedicated to the 
privatisation of state assets, which are now seen 
as depleted in terms of attracting foreign invest-
ment.
The economies of the region present different 
structures, with agriculture making a signifi-
cant contribution in Albania in contrast to other 
countries (Figure 2). Regarding the performance 
of goods and services export in terms of GDP 
(Figure 3), the country lags again behind Serbia, 
Macedonia and Montenegro and is comparable 
with Bosnia and Herzegovina.

 Figure 2.  Sector contribution in terms of GDP %, 
2014

 Figure 3.  Goods and services export (GDP %) 

Source: World Bank Data Source: World Bank Data

INCENTIVE POLICIES FOR 
INVESTMENT PROMOTION: ALBANIA 
VS WESTERN BALKANS COUNTRIES

138 139



-

  20

  40

  60

  80

  100

  120

  140

ALB BIH MKD MNE SRB

2003
2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

ALB BIH MKD MNE SRB

2003
2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

 

-

 1 000

 2 000

 3 000

 4 000

 5 000

 6 000

 7 000

 8 000

Albania Bosnia and Herzegovina

Montenegro Serbia

Macedonia

Regarding the structure of goods exported by the 
level of technology (Sanfey, Milatovic, Kresic, 
2016), Albania shows a remarkable difference 
with the other countries, where 90% of the export-
ed goods are mainly labour intensive and natural 
resources. The Balkan average for this category of 
products is 50% of the exported goods. This poses 
a challenge to the country’s competitiveness against 
the region in attracting industries with high tech-
nological level and increase the value of products 
for both, domestic and export markets. Mean-

while, UNCTAD5 data show a very low number of 
Greenfield projects in the country compared to the 
region, being at the very end in the focus of projects of 
foreign investors in 2013 and 2014 (Figure 4).
The data from fDiMarkets until August 2015 
shows that the number of projects announced 
for Albania for 2015 is 3, with an investment val-
ue worth USD 118 million and 100 jobs created.

5  UNCTAD which refers to information from the Financial 
Times Ltd, fDi Markets (www.fDimarkets.com)

Regional countries, including Albania, have a 
supportive legal framework for treating foreign 
investments and investors. In the meantime, sev-
eral incentivising policies have been undertaken 
to attract investors in specific sectors and areas. 
But how important was this legal framework 
and these measures to have an impact on invest-
ments in the country?

6  Sebastian James,  September 2013, “Tax and Non-Tax Incentives and Investments: Evidence and Policy Implications”, 
Investment Climate Advisory Service of the World Bank

Investment incentives are defined6 as measurable 
economic advantages that governments provide for 
certain enterprises or groups of enterprises to orient 
investments in specific sectors or regions or influence 
the nature of these investments. These benefits may 
be fiscal (like tax relief) or non-fiscal (such as grants, 
loans or regulatory incentives to support business de-
velopment or increase competitiveness).

Figure 4: Data on Greenfield: 
a) Number of announced Greenfield projects

 Source: UNCTAD 

b) Value of announced greenfield projects (mln USD)

Source: UNCTAD

w w w . i n v e s t m e n t . c o m . a l

T he Albanian Government is contin-
uously promoting priority sectors to 
encourage foreign investment, such 
as agribusiness, energy, tourism, 

ICT, clothing and footwear industry, etc. Invest-
ments in these sectors are also targeted by oth-
er countries in the region, considering that they 
are viewed as sectors of continued growth po-
tential and real opportunities for opening new 
jobs. In the meantime, countries such as Serbia 
and Macedonia have attracted significant in-
vestments in the automotive industry. Moreover, 
through AIDA, Albania is promoting investment 
opportunities in the transport sector (logistics) 
and renewable energy, compared to Macedonia 
and Serbia (Annex 1). To evaluate advantages in 
terms of concrete incentives offered by the West-
ern Balkan countries, a matrix of incentives was 

COMPARATIVE 
ANALYSIS

prepared for each country, as referred to in the 
official websites of their government agencies 
for the promotion of investments, as shown in 
Annex 2. Concretely, some aspects such as fis-
cal burden, fiscal relief, economic zones, other 
non-fiscal incentives, or incentives provided to 
specific sectors are taken into account and are 
summarised below.

1. FISCAL BURDEN AND LABOUR COST
In terms of the total tax burden for businesses, 
Albania seems less attractive compared to the 
other countries of the region. It ranks only after 
Serbia for the highest rate of tax on profit, tax on 
the source and social contribution of employers. 
The World Bank also confirms the data through 
the indicators of the total tax rate (% of commer-
cial profits) as in the following table:

Table 1.  Total tax rate (% of commercial profits)7

Countries/Year 2009 2010 2011 2012 2013 2014 2015
ALB 43.6 40.3 38.3 38.5 31.5 31.4 36.57

BIH 25.9 22.2 23.6 23.6 22.2 23.3 23.3

KSV 28.3 16.5 15.8 15.6 15.4 15.4 15.2

MKD 13 8.1 7.5 7.4 7.4 8.3 12.9

MNE 29.9 29 24.4 21.6 21.6 21.6 21.6

SRB 31.2 33.3 33.3 33.3 33.2 38.6 39.7
Source: World Bank Data 

7 Tax burden of 36,5 % is composed of 14,1% tax on profit, 18.8% income tax and 3,8% other taxes.
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On the other hand, Albania is comparable to 
Kosovo and B&H for the minimum salary. Still, 
it presents a significant difference in average 
wages making the country attractive because 
of the low cost of relatively skilled workers. 
Based on meetings with businesses and some 
surveys, there is a lack of skilled labour force 

and lack of qualified and certified workers on 
specific technological processes necessary 
for example, in projects in the area of indus-
try (oil, gas, TAP etc.), projects which have not 
been preceeded with investments by the state 
in terms of education and professional train-
ing of specialists.

 Table 2.  Monthly labour cost for the Employer in EUR8

ALB8 MKD SRB MNE KSV BIH 

Gross minimum salary 157 200 226 288 170 164

Gross average salary 357 530 500 739 360 424

Employer’s social contribution 16.7% 0.0% 17.9% 10.0% 5.0% 10.5%

Labour cost for minimum salary 183 200 266 317 179 181

Labour cost for average salary 417 530 590 813 378 469

Source: Respective statistical offices. Table processed by the Secretariat

8 For Albania, average monthly salary is referred to public sector for 2014

2. INCENTIVE COMPARISON
a. Fiscal incentives
Countries are comparable in the fiscal relief that 
they provide for the import of machinery and raw 
materials. Serbia and Bosnia also provide a tax 
on profit relief associated with specific indica-
tors on the amount of investment and number 
of employees. Concerning the tax loss carryfor-
ward as part of fiscal incentives, Albania offers the 
possibility of carrying losses forward for 3 years, 
although the region has different patterns. Some 
countries do not offer loss carryforward, but 
some countries offer from 5 to 7 years, such as 
Serbia and Kosovo. Loss carryforward becomes 
especially important for Greenfield investments, 
which present investment projects spread out in 
time and need several years to generate profits. 

We can also say that Albania has disadvantages 
compared to the region’s countries in terms of 
profit re-investment by taxing it at 15%. In con-
trast, some other countries apply a  lower rate 
or do not apply at all to the part of the profit to 
be re-invested, like Macedonia or Serbia, versus 
some criteria for capital investments and new 
jobs creation.  The businesses have also consid-
ered this tax as an element that, combined with 
the business climate, restraints investment of 
profits in the country and encourages foreign in-
vestors to transfer them outside the country. 
b. Economic Zones
Economic zones in Albania, Macedonia and Ser-
bia, are organised at the national level. Kosovo 
and Bosnia enable the establishment and devel-
opment of economic zones by local government 
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bodies as well. Currently, Albania has no active 
zone, an aspect in which it differs from Serbia, 
with 12 operational zones and Macedonia, with 
6 of such zones. Fiscal incentives are competi-
tive in all three countries. In accordance with the 
TEDA law, Albania provides non-fiscal incen-
tives to promote employment by increasing ex-
penses that are recognised as deductible for the 
training of staff and R&D.
c. Non-fiscal incentives
By implementing the law on strategic invest-
ments and through AIDA, Albania provides ex-
pedited assistance and procedure to strategic in-
vestors in accordance with legal specifications. 
Serbia differs from other countries because it 
provides a more complex grant scheme ranging 
from EUR 150,000 – 600,000 and a decrease of 
social contributions depending on the nature of 
the investment, number of employees and zones 
where investment will make. This scheme ap-

plies to both domestic and foreign investors.
d. Sectoral incentives
Although it is difficult to have a complete list of all 
the incentives in the sectoral laws, several forms 
of sectorial incentives, such as the façon package, 
funds to support SMEs, programs for start-up 
businesses, employment fund or farming subsi-
dies, were recognised during discussions with 
AIDA and other stakeholders. Information from 
meetings with companies shows that very few 
of them have applied for any specific incentives. 
They think that funds are minimal or that there 
is a lack of confidence in the fair distribution of 
these benefits, such as the employment fund 
for labour-intensive industries. In the meantime, 
Macedonia and Montenegro offer fiscal incen-
tives and subsidies intended for the tourism 
sector. This creates advantages in respect to in-
vestor attraction, considering that the tourist in-
frastructure of these countries is more intact.
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A mong the strongest elements Alba-
nia has today in attracting foreign 
investments is, indisputably, the 
favourable geographical position, 

which presents a high potential for developing 
investments in the country, particularly those 
with regional character. Ports are considered a 
significant advantage in relation to other coun-
tries in the region regarding the possibility of 
connection to international markets.
Albania turns out to be one of the countries with 
the lowest social cost in the region. Albania is 
an economy with the lowest minimum salary in 
comparison with other countries of South-East-
ern Europe. This somehow reflects the relatively 
low levels of labour productivity that still char-
acterise the country, but on the other hand, it is 
a driving factor for attracting foreign investment. 
In the meantime, the trend of the qualified labour 
force (compared to the working-age population) 
is growing and represents an essential source 
of economic development. Another indicator of 
the labour market progress in Albania is the im-
provement of the performance in new job open-
ings.  
A healthy economic growth resulting from sev-

eral new reforms guided by the new macroeco-
nomic model is seen over the last year. Thanks to 
implementing macro-economic reform and fis-
cal stability, Albania is no longer part of the map 
of macroeconomic risk. The data refer to an FDI 
progressive increase. The FDI inflow has experi-
enced a growth of 15.7%, or a value of Euro 100 
Million during January - September 2015, com-
pared with the same period of the previous year.

1. LEGISLATION WITH AMBITIOUS 
OBJECTIVES FOR THE ATTRACTION OF 
FOREIGN INVESTMENTS
Albania has adopted liberal legislation in the 
field of investments to enable the growth of the 
foreign direct investment. The applicable leg-
islation does not discriminate against foreign 
investors, while taxation policies do not distin-
guish between domestic and foreign investment 
by putting investors in equal terms. The law  “On 
Strategic Investment”, which enables foreign 
investments in the most important sectors to 
legally move more quickly and avoid the numer-
ous unproductive and administrative obstacles 
arising before investors, was also adopted last 
year. Therefore, AIDA is foreseen to play a more 

FINDINGS
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active role by serving as an agent of the strategic 
investor before all other public administration 
institutions. 
The purpose of adopting the law is to encourage 
the inflow of essential investments in the econ-
omy until 31 December 2018, while the law was 
completed with the respective bylaws at the end 
of 2015, which were approved9. The new law “On 
Economic Zones” (TEDA) listed several fiscal 
administrative and legal incentives10. Moreover, 
the Government has incorporated the sectoral 
laws, such as Law 93/2015 “On Tourism”11, law 
125/2013 “On Concessions and Public-Private 
Partnerships”, which aim at encouraging invest-
ment in these sectors. Taking into consideration 
the above, the specific legal framework for for-
eign investments can be regarded as stabilised. 
Annex 3 provides a detailed overview of key leg-
islation on investments in the country.
It is concluded that the package of laws and by-
laws is ambitious, with serious and strategic 
objectives,12 compared to countries in the region. 
However, there is still no concrete case of a stra-
tegic investor declared as such or as a developer 
of the TEDA. There are currently two strategic 
investment projects that have applied to AIDA 
for the status of the strategic investor. Incentives 
provided for in the legislation have not currently 

9  9 DCMs issued based on and for purposes of 
implementing Law No. 55/2015
10  Incentives in Law No. 9789 dated 19.07.2007 (as 
amended) are mainly set forth in its Article 13. Some remarks 
may be done here on the not-so-simple way of determining 
these incentives, which cause difficulties with regards to their 
promotion in practice to foreing investors.  Regardless of this, 
this is the only law which concretely provides a number of 
incentives that are unified with regards to a certain aspect.
11  The DCM for purposes of implementing the law is 
expected to be issued.
12  Law on Strategic Investments aims at categories 
of potencial investors in high values, pusuant to sectors 
declared as strategic. The minimum monetary threshold of 
proposed investments aim at an immediate increase of the 
inflow of foreign investments in the country. For more details 
refer to Annex 3.

resulted in an enormous and important boost of 
foreign investment. The Secretariat held meet-
ings with investors operating in various fields of 
economy in Albania and the region who positive-
ly assessed the drafting of the legal framework, 
but who underlined their scepticism about the 
efficiency of this legal framework (minimum 
monetary threshold of proposed investments 
to consider the latter as strategic are ambitious, 
but difficult to meet). Therefore it will not be easy 
to attract strategic investments in the country. 
However, it is estimated that it is still early to 
determine the effectiveness of these legal initia-
tives.

2. INCENTIVES AND UNSTABLE FISCAL 
LEGISLATION. 
Specifically, businesses raise issues and con-
cerns related to the overall business climate, 
focusing on elements of corruption, lack of ad-
ministrative capacity, and doubt about frequent 
changes in the fiscal package. Findings from in-
terviews conducted with some businesses point 
at the lack of fiscal predictability as a disadvan-
tage against countries in the region for invest-
ment in the country. It is generally accepted that 
the TEDA law has listed several significant fis-
cal facilities13 for developers and users in TEDA. 
However, fiscal instability in the country and 
especially scepticism about how the administra-
tion in general and tax administration in partic-
ular implement legislation14, can hinder their ap-

13  Article 13 of Law No. 9789 dated 19.07.2007 sets forth 10 
incetives/fiscal relief.
14  Regarding problems in the taxation area, including the 
legal and administration framework, the Secretariat has 
focust erlier in details in the Working Papers: “Proposal for 
the Improvement of the Tax Inspection Process in Albania”- 
September 2015, “Informality: A Common Government-
Business Challenge”-December 2015 and “On the improvement 
of Dispute Resolution Mechanisms between the Business and 
Public Administration”- February 2016. https://www.investment.
com.al/sq/kalendari-i-mbledhjeve-2015
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plication in practice15 and undermine the positive 
purpose of the law. The recent public engage-
ment of the Government pro legislative changes 
aimed at simplifying procedures for businesses, 
not changes in the fiscal package, is considered 
very encouraging.

3. THE OPERATIONAL PERIOD FOR 
CARRYING FORWARD TAX LOSSES IS 
SHORT
Referring to the Matrix on the Comparative In-
centives (Annex 2), a difference between Albania 
and other countries in the region  is 
evidenced about the time-term at disposal to the 
businesses for carrying forward the fiscal losses. 
Albanian tax legislation provides that compa-
nies can carry forward their fiscal losses for a 
time-term of 3 consecutive years. While in other 
countries (except for Macedonia), businesses 
can carry forward tax losses for a period of 5 to 
7 years. Companies contacted by the Secretariat 
stressed that a short period of 3 years for carrying 
forward fiscal losses in Albania penalises new 
investments such as “Greenfield Investments” or 
similar investments that need an initial term for 
investing more than 3 years. The period required 
for Greenfield investments to start generating 
profits is from 3-5 years or even more, depending 
on the type of activity. In these cases, the oppor-
tunity to benefit from the use of fiscal losses of 
previous years is essential for these businesses 
so that the losses carried to be compensated with 
forecasted profits expected from these types of 
businesses.

15  Paragraph 1 point b) of Article 13 “Fiscal Facilities” of 
Law No.9789, sets forth as fiscal facilities: “developers and 
users are exempted from the payment of the 50 percent tax 
on-profit rate for the first 5 years from the commencement of 
their activity in the area”. Investors do not consider this a full 
guarantee in the conditions of the potential change (increase) 
of the corporate tax on-proft rate, as a result of changes in 
the fiscal package.

4. THERE IS A LACK OF FINAL 
PRODUCTS TO BE PROMOTED FOR 
INVESTMENT IN STRATEGIC AND 
COMPETITIVE SECTORS 

a. There is no available systematic 
inventory of all sectorial incentives
The Secretariat failed to identify an exhaustive 
list of all the incentives, specified according to 
sectors, published or made available to investors 
according to their specific interests. AIDA has 
not yet finalised the full list despite its ongoing ef-
forts to get this information by the line Ministries.

b. No feasibility studies at sectorial 
levels to be offered in advance to the 
foreign investors 
Investors that do not enter the country with con-
crete investment plans should be provided with    
feasibility studies and concrete projects on sec-
tors. Referring to the meetings of the Secretariat 
with the chambers of commerce was highlight-
ed the interest in investing in tourism, but it is 
required that Government to provide a study, a 
promotional package at least in a pilot area to be 
addressed to investors, or a register of possible 
areas for development in tourism (in implemen-
tation of the new law on tourism). AIDA should 
have a comprehensive list of state assets free 
from the property problems to be provided to 
the investors and a list of concrete state projects 
to be funded by investors. This information will 
help AIDA to promote at its best the investment 
opportunities offered in the country.  
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c. The advantage that brings the 
country’s geographical position in 
relation to other countries in the 
region it is not used properly 
Albania’s geographical position is considered a 
significant advantage in relation to other coun-
tries in the region, regarding the possibility of 
connection to international markets. Despite 
lower costs of service processing capabilities, 
portal infrastructure in the country remains lim-
ited due to the low depth and thus the inability to 
provide processing for high-tonnage ships. On 
the other hand, businesses operating in the area 
of transport underline the need for sustained in-
vestment in port infrastructure and full compli-
ance with concessionary contracts. Also, there 
are identified issues regarding the processing 
time and the bureaucratic procedural aspects 
which hinder the free movement of goods. Intelli-
gence systems for risk control to operate the cus-
toms authorities should not create unreasonable 
obstacles and delays in the transport of goods. 
As noted earlier by the Secretariat, goods scan-
ning commissions of 22 Eur/ customs declara-
tion increased the costs for businesses, which 
have considered other transportation routes, es-
pecially for region businesses that imports their 
goods transiting through Albania. 

4. INSTITUTIONS AND PROFESSIONAL 
ADMINISTRATION AS A PRECONDITION 
FOR DESIGNING AND IMPLEMENTATION 
IN PRACTICE OF THE INCENTIVES 
In the meetings of the Secretariat with particular 
businesses and business associations, it 
was underlined that “incentives are important 
indicators for attracting foreign investment, but are 
not the determining factor based on which investors 
decide to invest in the country”. Businesses express 
concerns related to the following issues:

a. Institutions and administration do 
not always demonstrate a positive 
approach to business
Despite the improvements, businesses ex-
press continuous complaints about excessive 
administrative bureaucracy and slow perfor-
mance and far to the rhythm business need. 
There are many cases of delays in responses 
to business or business questions that remain 
with no answer by the administration. Busi-
nesses perceive a lack of transparency and 
discussable discretionary interpretations of 
laws and regulations by competent authorities 
as a strong indication of corruption. One of the 
main issues raised by businesses interviewed 
by the Secretariat is the administration’s rela-
tions, which should be more sensitive to the 
business needs, more accountable and ready 
for cooperation.

b. Lack of coordination between 
institutions, administrative burden for 
businesses 
Repeatedly, the private sector stresses the lack 
of exchange of information between tax and 
customs administration, which translates to 
cost for businesses. Businesses estimate that 
the administrative burden should be reduced 
by reducing the number of statements, confir-
mations requested by the companies. The infor-
mation exchanged between the tax and customs 
administration should be done electronically 
and should not be left to business the burden to 
prove the administration acts. VAT instruction16 
foresees some extensive bureaucracies with re-
gard to international transport, which is fiscally 
treated as service with 0 VAT. More specifically, 

16  VAT Instruction No. 6 dated 20.01.2015
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the operators in the international transport ser-
vices, to prove the transport services with 0 VAT, 
have to possess a large number of attestations, 
authorisations, and registrations, as justifiying 
documents for tax purposes a prerequisite of 
the Instruction. Meanwhile, the lack of even one 
of these documents, issuance of which does not 
depend on the transport operator, but also from 
the foreign taxpayer (e.g. some of the abovemen-
tioned documents might not be issued at all as 
requested by domestic Instruction) determines 
the acknowledgement of the service as subject to 
20% VAT. This creates an administrative burden 

to the business considering the large volume of 
the operations. 

c. The mutual lack of transparency and 
cooperation administration – business 
In numerous meetings of Secretariat with the 
private sector, it is perceived a continued cli-
mate of distrust towards public administration 
and unwillingness to consultation and cooper-
ation. Businesses require more flexibility and 
goodwill by the administration, transparency in 
its actions and preferably prior consultation in 
drafting bylaws that directly impact them.
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RECOMMENDATIONS 1

ON THE INCENTIVES

1. AIDA, with the support of the Ministry of Eco-
nomic Development, Trade, Tourism and 
Entrepreneurship (MEDTTE) and in coordi-
nation with the line ministries to prepare an 
inventory of all the incentives provided by 
the Albanian legislation on investments and 
sectors to be published on AIDA’s website. 

2. To be considered by the Ministry of Finance 
in discussion with groups of interest the 
option to not apply tax on the part of profits 
to be re-invested, as a measure requested 
by businesses to incentivise domestic and 
foreign investors. The provision of fiscal in-
centives for re-investments is a well-known 
international practice. If a company or in-
vestor, which results in profits for the fiscal 
year and the profit is immediately taxed to a 
15% rate, would be more interested to re-in-
vest and expand the activity and operations 
if the re-invested profit would not be subject 

to taxation. In this context, it is suggested a 
deep discussion among public administra-
tion and business on the impacts, applica-
tion and capacities of both parties to monitor 
the accurate destination of re-investments. 
To be considered by the Ministry of Finance 
in discussion with focus groups the exten-
sion of the period for tax-loss carryforward 
beyond 3 (three) years. This would be bene-
ficial not only to the initial investments with 
a high capital cost but also to enhance Alba-
nia’s competition in attracting FDIs, consid-
ering that the neighbouring countries have 
already put available to the companies for 
this purpose a minimal period of 5 years.    

3. For labour-intensive sectors such as BPO17 
there is a high employee turnover as well 
as high costs for their initial training, to be 
considered by the Ministry of Social Wel-
fare and Youth, legal interventions to enable 
entrepreneurs in this sector not to pay con-
tributions for social and health insurance 

17  Business Process Outsourcing
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for the first month (training period) for the 
returned employees. This cost to be covered 
by the state as a direct incentive for this sec-
tor which is estimated to create a turnover 
of around 500 million euros18 (about 5% of 
GDP)  and about 40,000 job positions, main-
ly for new graduates and at the same time a 
perspective for further growth. Support to be 
provided by AIDA for the promotion of BOP 
sector in international markets. On the oth-
er side, the state can put at disposal to these 
companies, locations and training of the 
staff.

4. Ministry of Social Welfare and Youth along 
with the National Employment Service to 
make available to AIDA clear supporting 
schemes which the state provides to the in-
vestors (according to the investment sec-
tors). Current schemes function on applica-
tion basis. AIDA should be well-informed on 
the procedures. 

5. Preparation of promotional products and 
fisibity studies from AIDA with the support 
of MEDTTE starting initially with the pilot 
areas or pilot sectors. The automotive in-
dustry is a sector of particular interest that 
demands a lot of engagement from many 
institutions to prepare a comprehensive 
promotional product. The interest of this in-
dustry is linked with many reasons such as 
the recent trend of investment projects in the 
region, advantages offered by Albania in low 
labour cost, closeness to European markets, 
exemption from export duties, etc. For this 
reason, it is also requested finalisation as 
soon as possible of the full database and files 
of the state properties and the fesability stud-

18  Based on Albania Outsourcing Association (AOA)

ies to be made available to AIDA. 
6. Improvement of the information provided 

by AIDA through its website to the investors. 
Preferably, provision of sectorial data and a 
database with the list of places/premises for 
concrete investments. Increase the sources 
made available to AIDA in function and to 
fulfil obligations deriving from the Law “On 
Strategic Investments”.

7. To make concrete the contribution of Minis-
tries to periodically make available to AIDA 
the sources. Specifically:

 » In preparing the inventory for all the incen-
tives provisioned by the Albanian legislation 
on investment and sectors to be made public 
on its website.

 » MEDTTE should make available the inte-
grated database of public assets under its ad-
ministration for AIDA to promote investment 
opportunities.

 » Line ministries should make available secto-
rial data for AIDA to develop informative and 
promotional sectorial leaflets.

 » Line ministries should make available in-
formation on concrete investment projects 
specifying which ministry is the initiator or 
in charge of promoting these projects to in-
vestors without concrete investment plans.

 » Each ministry (or competent subordinate 
institution) should make available to AIDA 
detailed information on all the administra-
tive steps and procedures (permissions/
licences/authorisations) necessary to im-
plement an investment in the sector under 
competence. This information is needed 
to create a clear flowchart for every sector 
(deadlines, procedures, permissions). This 
“flow chart” assists not in the implementation 
of the law “On Strategic Investments”, but 
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it makes AIDA a “unique window” also for 
non-strategic investments because having a 
clear map of procedures and documentation 
for each sector is of help to every investment. 
Furthermore, the analysis of this flowchart 
in a second moment enables AIDA and other 
competent institutions to identify problems 
and suggest recommendations. 

8. Legal provisions to enable effective oppor-
tunities to new Municipalities also in the 
framework of the administrative-territorial 
reform, to design and develop their own eco-
nomic zones based on the assets and sourc-
es they own. It is recommended that the local 
authorities should abide by the obligation for 
periodic reporting (once in 6 months) on the 
list of assets/zones under their administra-
tion to MEDTTE. This process helps in the 
update of the register at the national level.

RECOMMENDATION 2

ON THE INVESTMENT CLIMATE

9. A fundamental review of the tax legisla-
tion to reduce red tape and uphold it is a 
continuous demand by the business and an 
endeavour that requires a political compro-
mise. Consultation and inclusion of business 

thoughts since the first drafting stages of 
the fiscal package is a necessity. As previ-
ously mentioned by the Secretariat, law no. 
146/2014 “On Public Notification and Con-
sultation” should be strictly applied by the 
administration. Changing the administra-
tion spirit, especially of the customs and tax 
one in the relationship with the business, will 
enhance the trust of the institutions. 

10. Ownership remains a problem for those 
who want to invest and require significant 
spacious areas, especially in agriculture and 
tourism. It is recommended by the business 
that due to the high interest shown by power-
ful foreign investors, the establishment of pi-
lot zones for investment in tourism with eco-
nomic and urbanistic development plans.

11. Although it is of low cost, the labour force is 
very low compared to the regional countries. 
It should be given priority to workforce devel-
opment, especially in sectors with potential 
such as tourism, hydrocarbon and natural 
resources. Creating a skilled and qualified 
workforce for specific technological pro-
cesses requires the state education and pro-
fessional preparation of proper specialists. 
This is a necessary step to anticipate possi-
ble strategic projects.
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Agriculture / Food processing Y Y Y Y Y Y Y Y

Automotive Y Y Y Y Y

Business services Y Y Y

Chemicals Y

Construction Y Y

Electronics Y Y Y

Energy Y Y Y Y

Financial services Y Y

Healthcare Y

ICT Y Y Y Y Y Y Y

Logistics Y Y Y

Machine building Y Y

Metal-processing Y Y Y

Mining Y Y Y

Pharmaceuticals Y Y

Processing of decorative stone Y

Textiles Y Y Y Y

Tourism Y Y Y Y Y Y

Food-processing Y Y

ANNEX 1
Priority sectors in Investment 
Promotion Agencies
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ANNEX 2
Comparative matrix of incentives for 
investments in the countries of the 
western balkans

INCENTIVES ALBANIA NORTH 
MACEDONIA

SERBIA MONTENEGRO KOSOVO BOSNIA AND 
HERZEGOVINA

FISCAL BURDEN
Corporate profit 
tax

15% 10% 15%
Exempted from 
profit tax for big 
investors who 
invest more 
than 1 billion 
RSD in assets 
and employ 
more than 100 
persons.

9% 10 % 10%

1. COMMON ASPECTS:
1. Free Trade Agreements such as CEFTA and EFTA
2. Double Taxation Avoidance Agreements for with many states 
3. Legal Framework on Investments and Protection of Foreign Investments
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Income tax on 
interest and 
dividends

15% 10% for 
non-residents, 
except for when 
the agreement 
for the elimina-
tions of double 
taxation fore-
sees a lower 
norm

Interests paid to 
non-residents 
are subject to 
20% tax except 
when otherwise 
foreseen in the 
double taxation 
treaties.

9% for non-res-
ident compa-
nies and 5% for 
non-resident 
individuals ex-
cept for cases 
when otherwise 
foreseen in the 
DTT

10 % 10 %

Personal 
income tax

0%/13%/23% 10% Income from 
employment 
and income 
from business 
10%; 

income from 
copyright and 
income from 
rent 20%; 

income from 
capital 15% by 
exempting from 
taxation the sale 
of assets that 
were property 
of the seller for 
more than 10 
years.

9%
Taxation at 11% 
for income of 
more than 720 
Euro net/month 
from employ-
ment 
Startup employ-
ment salaries 
(except for the 
agriculture 
sector, fisheries, 
transport, ship-
building sector) 
are exempt 
from taxation 
for 8 years, up 
to EUR 200,000.

Progressive
0%/4%, 8%, 
/10%

10%

Social 
contribution of 
the employer

16,7% 0% 17,9% 10%
The maximum 
contribution 
base is EUR 
50,000 in a cal-
endar year

5% + 10% vol-
untary

10,5%

Social 
contribution of 
the employee

11,2% 27% 19,9% 24% 5% + 10% 
voluntary

31%

INCENTIVES ALBANIA NORTH 
MACEDONIA

SERBIA MONTENEGRO KOSOVO BOSNIA AND 
HERZEGOVINA
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Value Added Tax 
(VAT)

20% 18% standard 
rate
5% reduced 
rate (food, 
computers, 
software, solar 
thermal sys-
tems, first sale 
of residential 
buildings)

20%
10% for basic 
food items and 
public services.

19% Taxpayers 
with more than 
EUR 18000 
income are sub-
ject to VAT.

7% for basic 
food items, 
medicine, 
books, public 
services and 
transport.

0% VAT for 
international 
transport

VAT standard 
rate is 18% for 
entities with 
more than EUR 
30,000 income. 

Reduced rate of 
8% is applied 
for supplies 
of basic food 
items within 
the country and 
imported.

17%

Carrying 
Forward Losses

Carried forward 
for 3 consecu-
tive years

The tax loss can 
be carried for-
ward for three 
years

Carried forward 
for 5 years

Tax loss, includ-
ing capital loss, 
may be carried 
forward for 5 
years.

Carried forward 
for up to 7 
consecutive 
years

Loss may be 
carried forward 
for 5 consecu-
tive years

VAT 
reimbursement

Immediate or 
from 30 – 60 
days.

VAT 
reimbursement 
is done 
immediately 
within 30 days 
from the filing 
of the tax 
declaration.

The foreign in-
vestor does not 
have to pay every 
order for exported 
goods but is 
obliged to pay 0% 
VAT, according 
to the Law on 
VAT. This means 
that the foreign 
investor who has 
paid VAT for raw 
materials and at 
the moment he 
exports finished 
goods he will pay 
VAT and will have 
the right to VAT 
reimbursement for 
raw materials.

Every three 
months for do-
mestic supplies 
if the VAT cred-
iting is carried 
forward for 3 
months, and at 
the end of the 
third month, the 
VAT crediting 
value exceeds 
EUR 3,000.
Every month for 
exports, if the 
VAT crediting is 
more than EUR 
3,000
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CONCRETE INCENTIVES
1. Fiscal VAT exempt 

when import-
ed: 
1. Agricultural 
machinery and 
equipment, for 
inward process-
ing regime and 
agribusiness;
2. machinery 
dedicated for 
investment ≥ 
EUR 360 000 

Exempt from 
customs duty 
for the import of 
raw materials 
and semi-fin-
ished materials 
intended for 
export.

Exempt from 
on-profit tax 
for investors 
for a 10-year 
period, if:
• they invest 
in fixed assets 
with a sum that 
exceeds about 
EUR 9 million, 
and
• they have 
employed at 
least 100 staff 
legally 

Exempt from 
customs duty 
for the import of 
raw materials 
and semi-fin-
ished materials 
intended for 
export and for 
the import of 
machinery and 
equipment for 
foreign inves-
tors.   

Exemption 
from profit tax 
for the first 3 
years is provid-
ed for compa-
nies engaged in 
production ac-
tivities in an un-
developed area. 
(This incentive 
is not applicable 
in the agricul-
ture, transport, 
shipbuilding, 
steel and fish-
ery sectors.)

VAT exempt 
when import-
ed:
Goods that are 
processed for 
purposes of 
export;
IT equipment; 
Production ma-
chinery;
Raw materials 
entering a pro-
duction process;  
Exempt from 
customs duty 
for raw materi-
als and produc-
tion machinery.
Return of ex-
cise on fuel 
consumed in 
the production 
process
Deductible 
expenses from  
Corporate 
Profit Tax: 
Representation 
expenses up to 
10% of the pre-
tax profit, plus 
another 10% for 
sponsorships.
Deductable 
expense from 
10% beyond the 
depreciation ex-
pense for new 
production ma-
chineries during 
the first year of 
their use.

Reduction by 
30% of the 
profit tax when 
they invest 
more than 50% 
of current profit 
in production 
equipment. 
Reduction by 
50% of the 
profit tax when 
they invest EUR 
10 million from 
their funds 
constantly in 5 
years, no less 
than EUO 2 
million in the 1st 
year. 
Twice the 
amount of 
gross salary of 
new employ-
ees is con-
sidered as a 
deductible ex-
pense for tax-
ation purposes 
on the condition 
that the dura-
tion of the work 
contract has to 
be at least 12 
months full time 
and that the 
new employee 
must not have 
worked previ-
ously with the 
same taxpayer 
during the last 5 
years. 

2. Economic 
zones

3 zones in the 
process

15 Economic 
Zones, 3 fully 
functional (Sko-
pje 1, Skopje 
2 and Stip) 1 
is undergoing 
PPP procedures 
(Tetovo)
11 others 
in different 
development 
stages

14 approved 
zones, 12 
operational 
zones

N/A
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Fiscal 
incentives 
within 
Economic 
Zones

1. 50% reduc-
tion of profit tax 
for the first 5 
years. 
2. Entry and 
exit of goods 
pursuant to the 
provisions of 
the Customs 
Code.
3. Deductable 
expenses 20% 
of the annual 
capital for the 
first three years.
4. Supply of 
Albanian goods 
in the zone is 
considered as 
export supply at 
zero VAT rate.
5. The develop-
er is exempted 
from the tax on 
infrastructure 
effect 
6. Buildings 
are exempted 
from immovable 
property tax for 
5 years.
7. The develop-
er and user are 
exempted from 
the property 
transfer tax

1- Exemption 
from profit/ in-
come tax for a 
period of up to 
ten years from 
the day of starting 
the activity in the 
TIDZ. In order 
to fully use this 
exemption from 
taxes, the investor 
must have started 
the business 
activity no later 
than two years 
following the 
official decision to 
start work in the 
TIDZ.
2-Exempted from 
personal income 
tax on salaries 
of employees, 
regardless of 
the number of 
employees, for 
the first 10 years 
of activity in the 
TIDZ;
3- VAT exemption 
of goods and ser-
vices’ supplies, 
besides sales to 
the end consumer 
that is done with-
in the economic 
zone. 
4- VAT exemption 
for the import of 
goods that will 
be sent in an 
economic zone 
on the condition 
that they are not 
sold for end con-
sumption 
5- Deductions 
from annual in-
come tax 
Annual personal 
compensation 
in the amount of 
87.228 dinars 
or 7269 dinars 
(approx. € 117) 
per month may 
be deducted from 
the salary. The 
compensation is 
subject to annual 
indexing.

1. 0 % VAT on 
goods and 
services 
within free 
zones and 
for those 
who enter 
the area

2. The supply 
of electricity 
and gas with 
0 % VAT

3. Entry and 
exit of goods 
that are 
exempted 
from cus-
toms duty

4. Exemption 
from local 
taxes

N/A
Exempt from 
VAT on imports 
of goods.

Exemption from 
customs duties 
on import of 
equipment for 
production
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Non-fiscal 
incentives 
within Economic 
Zones

1. Expenses for 
salaries and so-
cial contributions 
of the employer 
are recognised 
at 150% of their 
value during 
the first fiscal 
year. Additional 
expenses for 
salaries in the 
following years 
are recognised 
as expenses at 
150% of their 
value. 
2. Training costs 
are considered 
as deductible 
expenses at 
twice their value 
for 10 years. 
3. Research de-
velopment costs 
are considered 
deductible ex-
penses at twice 
their value for 10 
years.

-  

3. Non-fiscal 
incentives

Assisted pro-
cedure by AIDA 
as per sectors 
and value of 
investment:
 1. Energy 
and mining, 
transport, in-
frastructure, 
electronic com-
munications, 
urban waste, for 
investments ≥ 
EUR 30 million;
2. Tourism at 
least 80 new 
jobs, TEDA ≥ 
EUR 5 million;
3. Agriculture 
and fisheries ≥ 
EUR 3 million 
and at least 50 
new jobs;
4. Priority Devel-
opment Areas ≥ 
EUR 1 million at 
least 150 jobs.

Employer’s 
contribution 
reduction for 
new hires for 
the period 1 July 
2014 – 31 De-
cember 2017:
1 – 9 new hires, 
65 % reduction
10 – 99 new 
hires, 70 % re-
duction
Over 10 new 
hires, 75% 
reduction. It is 
assessed that 
this reduces 
the employer’s 
expenses for 
salaries to 20%
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Non-fiscal 
incentives 
within Economic 
Zones

1. Expenses for 
salaries and so-
cial contributions 
of the employer 
are recognised 
at 150% of their 
value during 
the first fiscal 
year. Additional 
expenses for 
salaries in the 
following years 
are recognised 
as expenses at 
150% of their 
value. 
2. Training costs 
are considered 
as deductible 
expenses at 
twice their value 
for 10 years. 
3. Research de-
velopment costs 
are considered 
deductible ex-
penses at twice 
their value for 10 
years.

-  

3. Non-fiscal 
incentives

Assisted pro-
cedure by AIDA 
as per sectors 
and value of 
investment:
 1. Energy 
and mining, 
transport, in-
frastructure, 
electronic com-
munications, 
urban waste, for 
investments ≥ 
EUR 30 million;
2. Tourism at 
least 80 new 
jobs, TEDA ≥ 
EUR 5 million;
3. Agriculture 
and fisheries ≥ 
EUR 3 million 
and at least 50 
new jobs;
4. Priority Devel-
opment Areas ≥ 
EUR 1 million at 
least 150 jobs.

Employer’s 
contribution 
reduction for 
new hires for 
the period 1 July 
2014 – 31 De-
cember 2017:
1 – 9 new hires, 
65 % reduction
10 – 99 new 
hires, 70 % re-
duction
Over 10 new 
hires, 75% 
reduction. It is 
assessed that 
this reduces 
the employer’s 
expenses for 
salaries to 20%

Special 
approval 
procedure 
by the 
Government 
and 
expropriation 
for:
4. investments 
≥ EUR 50 million 
for the above 
sectors;
5. for invest-
ments ≥ EUR 10 
million and 600 
jobs in the PDAs. 
6. For every in-
vestment ≥ EUR 
100 million

State grants 
for investments 
by foreign 
investors, too, 
Greenfield 
projects and 
brownfield 
projects in the 
manufacturing 
sector and 
international 
trade varying 
from EUR 150 
000 to EUR 
600 000 of the 
investment cost 
or covering 
costs for new 
staff hired for 
purposes of the 
investment for 2 
years.
Allocation of 
funds in line 
with the criteria:  
Degree of 
regional 
economic 
development;
New jobs from 
a minimum of 
20 – 50, as per 
regions.
For labour-
intensive 
sectors, 
grants may be 
progressively 
increased (by 
10%, 15%, 
20%) for new 
jobs (more than 
200, 500 and 
1000).
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4. Sectoral 
incentives

Agriculture 

66 available sites 
in 6 communes
• Offer price 
Starting from € 
1 / m²
• Offer price 
Starting from € 
0.1 / m² for 99 
years of lease
• Average size of 
the site: 3000m 
² - 4000m ²
• State aid in 
the form of 
co-funding made 
available

Income tax: For 
persons who 
are engaged 
in agricultural 
activity, as first 
profession, the 
following tax 
exemptions are 
allowed: 
• Up to 300.000 
dinars (income), 
they are allowed 
100% of stan-
dard expenses 
and 
• From 300,001 
to 1.300.000 
dinars (income), 
they are allowed 
80% of standard 
expenses. 
For persons en-
gaged in agricul-
tural activity, as 
a secondary pro-
fession, standard 
expenses are set 
at the amount 
of 80% from the 
derived income.

a) Direct 
payment from 
EUR 80 000– 
EUR 160 000. 

b) Incentives 
dedicated 
to rural 
development.

c) Specific 
incentives for 
technical and 
professional 
assistance.
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Tourism - Vat reduction 
for tourism from 
18% to 5%
•Attracting 
foreign inves-
tors for the 
construction of 
hotels and tour-
istic objects
• Subsidies for 
Tour and Air 
Operator. The 
scheme was 
prepared as 
below:
- Depending 
on the countries 
tourists were 
coming from, 
the tourist op-
erator would 
make from EUR 
10-25 for every 
tourist;
- For the trans-
port of tourists 
by train, the 
operator makes 
EUR 15 per 
tourist;
- For combined 
transport (tour 
guides) from 
EUR 10-15 per 
tourist.

VAT exemption 
for the import 
of goods and 
services for the 
construction of 
5-star hotels.

Reduction of 
the property 
tax by 30% for 
4-star hotels 
and 70% for 
5-star hotels. 

Grant sup-
port for the 
northern part 
of Montenegro 
for investment 
in tourism – 
minimum EUR 
500,000 and 
minimum 20 
jobs within 3 
years (construc-
tion of hotels 
of more than 3 
stars)
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ANNEX 3
Legal framework on investments in Albania

LEGAL FRAMEWORK ON INVESTMENTS IN ALBANIA

LAW CONTEXT INCENTIVES/ADVANTAGES

LAW NO. 
7764 DATED 
02.11.1993 
“ON FOREIGN 
INVEST-
MENTS”

• The law guarantees all foreigners 
(natural or legal persons) who are 
willing to invest in Albania. The law 
allows 100% company ownership 
by foreigners. It guarantees specific 
protection for foreign investors.

• FDIs are allowed and treated 
equally with domestic investments. 
Foreign investors are also entitled 
to purchase private residential 
properties. Foreign investors cannot 
purchase agricultural land, which 
can only be leased for up to 99 
years. In contrast, other properties 
of commercial purpose can be pur-
chased only if the investment has 
a value three times higher than the 
price of the land.

1. No prior authorisation is needed for foreign investments. No sector 
restrictions apply;

2. There is no limit on the quota/share of foreign investors in a compa-
ny (100% foreign ownership is possible);

3. Foreign investments may not be expropriated or nationalised direct-
ly or indirectly, with the exception of exceptional cases when this is 
in the interest of the public and in accordance with the law;

4. In principle, foreign investors have the right to transfer abroad all 
assets and contributions in kind;

5. Foreign investors receive equal and unbiased treatment and have 
full protection in all cases;

6. In any case, foreign investments will be treated equally to what rec-
ognised international practices provide for;

7. Special state protection through replacement with full rights of for-
eign investors in legal and civil conflict with private third parties1.

A lbania has adopted liberal legislation on investments to 
boost foreign direct investments (FDI). A summary of 
main laws on investments, along with concrete incen-
tives foreseen for investors, is found below. 

1  The law underwent several amendments in 2010 (Law No. 10316 dated 16.09.2010) which aimed to provide protection to foreign investors in 
property-related conflicts they could have with third parties. It was foreseen that the state would provide special protection to foreign investors 
in cases when, due to legal conflicts with private third parties, the implementation of foreign investments or exercise of economic activity was 
hindered. By providing special protected status, the state was replacing the foreign investor in court proceedings with private third parties. The 
special state protection, pursuant to these provisions, was provided until 31 December 2014. 

w w w . i n v e s t m e n t . c o m . a l

LAW NO. 
55/2015 “ON 
STRATEGIC 
INVEST-
MENTS”

Strategic investments are foreseen 
by the law all private, public or pub-
lic-private investments in the following 
sectors:

• Energy and mining;
• Transport, telecommunications, 

infrastructure and urban waste;
• Tourism;
• Agriculture and fisheries
• TEDA

Clear procedures for the investors 
to facilitate and expedite their ad-
ministrative procedures. AIDA is the 
responsible structure for providing 
administrative services to investors in 
a “single window”. AIDA performs the 
role of the supporting agent – admin-
istrative procedures till the realisation 
of the investment project, through one 
of the following procedures “assisted 
procedure” or “special procedure”. 
One of the main criteria in selecting 
the investor/strategic investment is 
the investment value which is based 
on the strategic sector varies from 1 
million euros to 50 million euros, as 
well as the new job vacancies pro-
posed to be opened by the investors. 
Evaluation criteria for the investments 
are detailed in Article 8 of the Law.

A. Assisted procedure
completion of preparatory actions, preparation of documents and adminis-
trative application in an expedited procedure by the assisting agent, includ-
ing necessary accompanying documents, when they are issued by a state 
administration body, following the request of another state administration 
body;
 priority handling of documentation preparation, provision of opinions or 
employment of procedures which are included in the area of activity of the 
state administration bodies, represented in the operational group, for the 
preparation and implementation of the strategic investment;
land consolidation;
supporting programs;
support with assistive infrastructure;
provision of access to the state-owned immovable property to develop and 
execute strategic investment projects.

B. Special procedure
expropriation of private immovable assets to enable the development and 
execution of strategic investment projects;
approval by the Assembly, following assessment made by the Council of 
Ministers, of the relevant strategic investment contracts, upon the request 
of the strategic investor, in order to enhance the safety of the regulated 
judicial relationship between the investor and the Albanian state.

TEDA - LAW 
NO. 9789 DAT-
ED 19.07.2007 
“ON THE 
ESTABLISH-
MENT AND 
OPERATION 
OF TECHNO-
LOGICAL AND 
ECONOMIC 
DEVELOP-
MENT AREAS” 
AS AMENDED 
BY LAW NO. 
54/2015.

All previous denominations “economic 
zones”, “free zones”, and “industrial 
parks” are replaced with TEDA

1. Predictability
Government services in a “single window” for TEDA developers and users
Long lease term for TEDA
International arbitration

2. Productivity
Reliable infrastructure established and provided to TEDA
Provision of outward processing regime for TEDA products
Fiscal incentives for R&D and training of the labour force.

3. Profitability
Customs and VAT exemptions in relation to goods, raw materials and ma-
chinery for developers, users and operators of TEDAs.
Fiscal incentives and exemptions from income tax and immovable property 
tax for buildings to minimise start-up costs.
Fiscal incentives for increasing employment.

4. Specific incentives can be divided into fiscal and administrative or proce-
dural incentives as presented in Annex 2, “Incentive Matrix”.

Besides the above special laws aimed mainly for the investors, the Government has incorporated sectorial laws, such as 
the Law “On Tourism” and the Law “On Concessions and Public-Private Partnership.” Other essential incentives are in-
cluded in the current legislation, such as exemption from VAT of imported machinery intended for investments for at least 
50 million ALL. 
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A griculture is one of the main sectors 
of the Albanian economy, contribut-
ing to about 25%1 of the GDP during 
1996 – 2014 and employing about 

half of the workforce. Exports of agricultural 
products are primarily oriented on medicinal, 
aromatic and etheric oil plants, vegetables and 
fruits and have experienced a continuous in-
crease for 2014 and 20152. Currently, the sector 
is part of the government’s strategic priorities for 
development and has been provided with pro-
cedural facilities according to law “On Strategic 
Investments”3. In the meantime, agriculture con-
tinues to be one of the most informal sectors of 
the economy, with informality being noticed at 
different levels in all the chains of the production, 
collection, processing and trading of agricultural 
and livestock products.
This paper attempts to identify the formalisation 
of the sector in the framework of the government 
initiatives for the provision of TIN to the farmers, 
the 20% VAT compensation scheme for agricul-
tural producers and the financial support to the 

1  National Accounts, Production Method ( 1996-2014), 
INSTAT
2  Respectively with 9% and 44% for the period January – 
September, Data from General Directorate of Customs.
3  Based on article 8, paragraph 3, point ç) of Law No. 
55/2015 “On strategic investments” agriculture is considered 
a strategic sector: “ç) The investment for “Agriculture 
(establishing a model of big agricultural farms) and fishing” 
shall be:  Equal to or more than 3 000 000 (three million) Euros, 
and at the same time creating at least 50 jobs, for investors/
projects which will obtain the “Strategic Investment/Investor, 
assisted procedure” status;  Equal to or more than 50 000 000 
(fifty million) euros, for investors /projects which will obtain the 
“Strategic Investment/Investor, assisted procedure” status”;

sector. The focus of the analysis is mainly relat-
ed to the role and impact these measures have 
played in formalising farmers/collectors, struc-
turing the market, investment promotion and 
food safety. In this context, this analysis aims to 
draw attention to specific facts and encourage 
constructive debate among the involved stake-
holders—farmers, businesses, institutions and 
donors—regarding the measures needed for an 
integrated and sustainable formalisation of all 
the chains across the sector.
This document was prepared by the Secretariat 
of Investment Council (ICS) after performing an 
analysis of several legal and political documents 
of the government on the agriculture sector. 
Moreover, about 25 meetings were held during 
May – June 2016 with various public and private 
actors in the sector, providing the point of view 
of different stakeholders,4 as well as two meet-
ings with focus groups; one meeting with farm-
ers and collectors of vegetables (22 participants) 
in Samatica in Berat and another meeting with 
fiscal and agriculture experts in (12 participants) 
in Tirana. Additionally, the ICS took part in the 
discussions on the formalisation and problems 
in agriculture, organised by the AAC and attend-
ed by circa 25 farmers and their associations in 
Saranda, in the presence of the Minister of Agri-
culture and representatives of structures of agri-
culture and taxation.

4  Institutions such as the Minister of MSRP; Minister of MSLG; 
MARDWA; NFA; MoF; General Tax GTD; AARD, T), Regional Ag-
riculture Directorates RAD in Tirana and Lushnje, INSTAT, donors, 
farmers, collectors and exporters operating in the sector.
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S everal initiatives have been under-
taken by the Albanian government 
and foreign donors such as EBRD, 
European Union (EU), USAID, DANI-

DA etc., to support investments in this sector to 
further encourage its production and process-
ing potentials for both domestic and interna-
tional markets. However, the trade balance for 
food, drinks, and tobacco products remains 

negative (the export-import ratio is approxi-
mately 1:5), even though agricultural exports 
have constantly increased. According to IN-
STAT data, domestic exports of agricultural 
products grew substantially in 2015 compared 
to 2014. Precisely, 46% increase in value for the 
products of plants, fruit and vegetables, and 
26% increase in value for the total of products in 
food, drinks and tobacco.5 

 Figure 1.  
Contribution 
of Agriculture 
in GDP (in %), 
2004–2014

5  Agricultural exports, INSTAT
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Regardless of the positive signals from exports 
and the interest to expand investments in the sec-
tor, Albanian agriculture continues to suffer from 
very low productivity due to operating with very 
small farms, extreme land fragmentation that 
continues to build up, lack of contemporary tech-
nology and limited investments. In reference to 
the Bank of Albania6 (BoA), credits in agriculture 
and fisheries constituted only 2% of total credit 
loans since 2011 and onwards, pointing out the 
low investment levels in the sector. Besides that, 
data from the GCD indicate a slight decrease by 
2% of the agricultural machinery’ imports during 
2015 compared to 2014.   
The Inter-sectoral Strategy for Agriculture and Ru-
ral Development (ISARD) 2014 – 20207 has fore-
seen the strategic framework to tackle challeng-
es faced by the agriculture and agro-processing 
sectors and has guided the development of rural 

6  Bank of Albania – Quarterly monetary policy report, 2016/II
7  Adopted by the Council of Ministers (CoM) in October 2014,

areas in a sustainable economic, environmental 
and social way. Among other things, the strate-
gy addresses the promotion of agriculture for-
malisation through support schemes and the 
increase of food safety through the traceability of 
agricultural products. 
The Albanian government has a designated 
program in the state budget for support schemes 
in agriculture being implemented by MARDWA 
through AARD. The fund of support schemes 
for 2016 is approximately 2 billion ALL8 with a 
growth of 7% in comparison to 2015. AARD offers 
support in 19 schemes for agricultural, livestock 
and agro-processing products, in accordance 
with the agricultural map. These schemes are 
guided toward investment promotion, techno-
logical improvement, production of agricultur-
al and livestock products, increased quality, 
improved product standards, and support for 
formalisation and agricultural cooperation9. 
The application criteria are almost the same, 
where the requirement to have the Taxpayer 
Identification Number (TIN) is indispensable in 
all schemes. Investment schemes and support 
schemes for payments of loan interests also have 
some more specific requirements, such as con-
struction permits, contracts with banks, offers 
to implement the investment, registration in the 
National Registration Centre, criminal record 
certificate, etc.
Besides government-run support schemes, do-
nors as well offer support programs for the sec-
tor, such as the SARED program (Danish Gov-

8  MoF, State Budget 2016
9  The basic criteria for sectors to be supported are 
determined by the DCM No. 91 dated 10.02.2016 “On basic 
criteria for determining the sectors to be supported and the 
amount of benefit from the program fund for agriculture and 
rural development for 2016”, while the procedures and the 
manner of administering are determined based on the Joint 
Instruction of MARDWA and MoF No. 2 dated 17.02.2016.
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ernment and German Government (GIZ)), the 
EU’s IPARD program, which is expected to start 
by the end of 2016. However, donor schemes, too, 
include requirements for the formalisation of 
beneficiaries as the primary application criteria, 
among other requirements. The AARD scheme, 
IPARD Like, and SARED, inter-alia serve to ed-
ucate farmers and raise their awareness on ap-
plication procedures so that they are ready on a 
second moment to apply to a more detailed and 
stricter application to benefit from EU funds 
through the IPARD program.
In 2008, in the context of the formalisation of ag-
riculture, farmers began registering and provid-
ing them with the “Farmer’s Card”. This process 
aimed to identify the farmer as the entity carry-
ing out agricultural and livestock production 
activities to benefit from the support schemes. 
However, regardless of being equipped with the 
Farmer’s Card, benefits from support schemes 
were limited due to many other reasons, which 
brought about the decrease in the interest shown 
initially for the card, resulting in about 33,000 
farmers having the card, a figure that the MARD-
WA has also confirmed.
Formalisation in agriculture is seen also closely 
linked with the obligatory contributions to the 
Health and Social Insurance. Law No. 153/2014 
“On amnesty of late payment penalties and fines 
for the unpaid mandatory contributions to the So-
cial Insurance Scheme by self-employed persons in 
the agriculture sector” constitutes another effort 
for purposes of consolidating agricultural econ-
omies while aiming at the registration and for-
malisation of a considerable number of self-em-
ployed persons (including emigrants)10. In the 

10  This law amnesties  all interests  for delayed contributions 
to the mandatory social and health insurance scheme, unpaid 
by self-employed persons in the agriculture sector, who would 

meantime, according to SII statistics, the number 
of self-employed persons in the agriculture sec-
tor who declared their mandatory social insur-
ance contributions is 89,527 for 2015 compared 
to 127,728 reported for 2014. 
The institutional responsibility of data collection 
and processing for the agriculture sector was 
transferred from MARDWA to INSTAT (since 
2010 to date). Discussions are being held cur-
rently about the system to bring it back to MARD-
WA’s responsibility. The collection and process-
ing of accurate data for the sector is essential in 
analysing agricultural and livestock production, 
the entities dealing with production activities by 
subsectors or mixed subsectors, product pro-
cessing, volumes of exports, volumes of imports, 
and the monetary values generated by the sec-
tor, etc. Such data are the basis for more detailed 
analyses and policies designed to support the ag-
ricultural sector. INSTAT’s administrative data 
sourced from MARDWA indicate that there were 
352,315 farms across the country in 2014. How-
ever, in meetings held, agriculture experts placed 
a question mark on these statistics, considering 
that the main criterion for identifying farms and 
farmers is the principle of agricultural land allo-
cation under law 7501. Problems related to statis-
tics in the agricultural sector were also identified 
by the European Commission 2015 Progress Re-
port. It is recommended that the country should 
improve statistics in the agricultural sector.
Law no. 38 / 2012 “On Agricultural Cooperation 
Associations” (ACA) tends to encourage formali-
sation and cooperation of Albanian farmers. The 
established ACAs under this law are subject to 
fiscal incentives and support schemes. Current-
ly, it turns out that only 58 ACAs are registered 

pay unpaid contributions by 31.12.2014.
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at the National Business Center. However, there 
is scepticism from the people met on their ac-
tivities, alluding to a much smaller number that 
operates in reality. In practice, ACAs themselves 
are unclear as to what advantages they have, as 
long as secondary legislation does not provide 
fiscal incentives or subsidies intended exclusive-
ly to them.
Savings and Credit Companies (SCCs) and Unions 
collect deposits and grant favourable loans to 
their contributing members, especially in rural 
areas. The number of SCCs has continued to de-
crease due to the liquidation process for some of 
them. Currently, there are 113 SCAs and 2 Unions 
of theirs operating.  The share of loans provid-
ed by this network represents about 0.80% of 
loans of the banking system in the Republic of 
Albania11. SCCs and Unions are considered as an 
alternative in terms of access to credit related to 
investment in agriculture and awareness of for-
malisation. However, their lending value for the 
individual remains small and insignificant for 
considerable investment in agriculture.
In the framework of the fiscal package in agri-
culture and efforts for the formalisation of the 
production chain and trading of the agricultural 
products, the Ministry of Finance has approved 
instruction no. 19 dated 03.11.2014 “For the Imple-
mentation of the Special Regime for the Compensa-
tion Scheme of the Agricultural Producers for Value 
Added Tax Purposes”. The scheme was developed 
on the basis and for the implementation of the 
new law no. 92/2014 dated 24.07.2014 “On Val-
ue-Added Tax”12. 

11  Source: Supervision Annual Report 2014 of the Bank of 
Albania
12  Governments have continuously made efforts to help out 
agriculture sector, and on issue is removing or reimbursing VAT 
of agricultural inputs. Therefore, the Law No. 111/2013 “On 
Several Addendums to Law No. 7928, dated 27.4.1995 “On 
the Value Added Tax”, as changed, foresaw as excluded supply 

The scheme was designed to enable VAT 
compensation for farmers as a direct in-
centive for them. Its purpose is to cover 
the VAT paid by the farmers for the pur-
chase of inputs and services for produc-
ing agricultural products. The scheme 
foresees farmers’ compensation based 
on the preparation of the auto-invoice 
by the collectors. Instruction no. 19 dat-
ed 03.11.2014 in a short period, has been 
three times subject to changes by the 
Ministry of Finance (Instruction no. 23 
dated 07.09.2015; Instruction no. 26 dat-
ed 26.10.2015 dhe Instruction no. 10 dat-
ed 03.05.2016). These changes intended 
to resolve promptly those confusions 
which arise in practice. Among others it 
was gradually shifted from the possibil-
ity of making transactions (payments) 
between collectors and farmers only 
through the Bank, toward alternative 
ways through Albanian Post and pay-
ments in cash by tackling the concerns of 
farmers and collectors. In Annex 1 is sum-
marized the functioning of the scheme 
and its actors

According to the latest data from the GTD, the 
number of registered farmers until April 2016 
was 29,919 (Figure 3). 

a string of agricultural and livestock inputs purchased by the 
farmer. However, due to the lack of a clear vision on these 
incentives, the Law No.142/2013 approved on 02.05.2013, just 
a few days from approving the Law No. 111/2013, abrogated 
the latter one. The new law on VAT No. 92/2014 dated 
24.07.2014, agricultural inputs were not excluded by VAT, but it 
simply changed the scheme of compensation which was based 
on Instruction No. 19.
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 Figure 3.  Farmers registered with Taxpayer Identification Number (TIN) according to Regional 
Agricultural Directorates

period is limited to 18 months, and the data is also 
influenced by the seasonality of the production 
in agriculture. According to the GTD, the VAT 
compensation value is estimated circa 627 
million ALL from the moment of application 
till today. 

Source: General Tax Directorate

According to the General Tax Directorate re-
porting, there is a growth in the dynamics of 
purchases from farmers with TIN in line with 
the growing number of registrations. However, 
it is difficult to judge the scheme’s effectiveness 
based on the purchase’s declarations because the 

w w w . i n v e s t m e n t . c o m . a l

A ll contacted actors confirmed the 
need for a thorough reform in the 
agriculture sector that covers all the 
chains; otherwise, fair competition 

would be damaged, and standards about food safe-
ty will be put in question. From another point of 
view, the formalisation of the sector relates to 
strengthening traceability by guaranteeing thus 
food safety for the end consumer. According to 
this point of view, ensuring food safety in accor-
dance with EU standards will impose the formal-
isation of the entire chain and will result in an in-
creased competition of Albanian products in the 
regional and international markets by boosting 
thus investments in agriculture. 

1. VAT COMPENSATION SCHEME
a. Positive aspects of the scheme 
01. Unlike the previous schemes (before 2014), 

one of the most important actions under-
taken in the current instruction was the 
VAT acknowledgement for compensation 
purposes of the agricultural products by 
20% compared to the previous 6% for agricul-
tural producers and collectors, by defining in 

detail the way of functioning of the respective 
scheme and by creating uniformity in the ap-
plication of VAT. The new instruction is seen 
as an opportunity to create new, formal and 
safe markets for the farmers by providing 
them with TIN and a compensation of 20%. 
The previous schemes aimed at providing 
support to the farmers by providing only 6% 
of reimbursement, but on the other hand that 
incurred additional costs for the collectors, 
for whom it was impossible to charge (except 
to the final customer) with the difference of 
14% between the VAT in the purchase and the 
sale of the product.

02. The scheme’s reimbursement rate of 20% 
is deemed to balance and neutralise the 
payable VAT for the collector and proces-
sor by encouraging the latter to issue a 
VAT invoice (by crediting it). It increases the 
farmer’s interest in obtaining a TIN, for this 
scheme, in the Regional Tax Directorate, 
increases his interest to obtain the auto in-
voice, VAT inclusive, by the seller (collector/
processor) because it allows for the sale of 
products to the latter at a higher price (20% 

FINDINGS 
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more), as well as making it more practical 
for the farmer to receive the subsidies and be 
also monitored by the structures in charge of 
the incentive schemes in agriculture, which 
have as a prerequisite the provision with TIN.

03. The scheme has alleviated exporters. The 
combination of this measure with some 
procedural facilities such as classification 
with zero risks of exporting collectors ac-
cording to the criteria established in DCM no. 
953 dated 29.12.2014 “On the implementing 
dispositions of the law no.92/2014, “On the 
Value Added Tax in the Republic of Albania”;  
the exemption from VAT in the import 
of agricultural machinery13; or 24-hour 
customs service for the export of agricul-
tural products; and classification of the 
agricultural products to the “green chan-
nel”, waiving customs checks, has created 
a favourable climate for the business in the 
agricultural sector. Thus, during 2015, an in-
crease in the exports14 in plants, vegetables 
and fruit to 46% is noted.

04. Provision with TIN for the purposes of this 
instruction does not make the farmer liable 
to any tax or fiscal obligation but creates an 
opportunity for the farmers, on the one hand, 
to secure a market and sell their products at a 
higher price to formal and identified subjects 
(companies); on the other hand, it strength-
ens the role of the collectors of agricultur-
al products as intermediaries between the 

13  According to the specifications of Article 56, paragraph 
41 of the Law No.92/2014 “On the Value Added Tax in the 
Republic of Albania” (as changed) and Article 8 of DCM No. 
953 dated 29.12.2014“On implementing provisions of Law 
No.92/2014, “On the Value Added Tax in the Republic of 
Albania”
14  Exporting collectors are not excluded from the benefits 
of this Scheme, benefiting in this way not only the opportunity 
to compensate VAT but also from the regime of exports in the 
Republic of Albania, according to which the VAT for export is 0.

farmers and exporters/traders by enabling/
creating new and safe markers for the agri-
cultural products of farmers.

05. Allowing sales transactions in cash, up to 
the amount of 30,000 ALL. Even though 
there is a lot of debate on the effectiveness of 
this threshold, the automatic reimbursement 
of VAT within 30 days15 for exporters of the 
agricultural products which are classified as 
zero risk subjects and the possibility to issue 
electronic computerised invoices, represents 
an improvement of this scheme to make it 
more attractive to all the stakeholders.

b. Problems found in the 
implementation of the scheme in 
practice
01. Insufficient information and awareness of 

farmers on the registration with TIN – reduces 
the efficiency of the scheme

The campaign launched at the end of 2014 for the 
registration and TIN obtaining of farmers was 
accompanied by a substantial number of regis-
trations at the end of 2014 and during 2015. Ac-
cording to interviews with the farmers, we can 
say that the registration with TIN is a result of the 
“pressure” and role of the collector and proces-
sor rather than a reflection and awareness of the 
farmer on his benefits from the VAT scheme. An-
other reason for the past registrations was the in-
troduction of TIN as an application criterion for 
benefiting from all agriculture support schemes 
designed by the Albanian government through 
AARD and donors.  

15  The sum of 20% paid to the farmer for the norm of 
compensation for purchasing his products, but also any 
VAT sum paid for general expenses that exporter makes in 
the framework of his activity, is reimbursed within 30 days.  
Thereof, this business has the opportunity to expand its own 
processing and exporting capacities.

w w w . i n v e s t m e n t . c o m . a l

In the field, we noted a lack of professional in-
forming or even misleading information to the 
farmers. There is a perception among the farm-
ers that getting a TIN is associated with the ob-
ligation to make a declaration for tax purposes, 
whereas the instruction clearly explains that 
the farmers are exempted from this administra-
tive burden. Despite that, the provision with TIN 
also means the establishment of a relationship 
between the farmer and tax authorities, which re-
quires a certain level of understanding of the notion 
and the functioning of the individual as a taxpayer. 
Considering that 76%16 of the rural population 
over 14 years old have completed up to ten years 
of education, it is necessary an intensive aware-
ness and information campaign on their obtain-
ing of TIN, on the role of TIN in relation to the tax 
authorities, and other stakeholders, as well as to 
the inclusion in VAT schemes. The majority of 
the farmers17 contacted by ICS admitted that they 
have not received any advice on how this com-
pensation scheme works and the procedural 
requirements of registration for the purposes of 
this scheme or provision with TIN18. They perceive 
the obtaining of TIN as very difficult due to some pro-
cedural requests such as receipt of the certifications 
in RAD and later the registration at RTD, which in 
some cases are far from their living area. The farm-
ers were sceptical about the benefits that could 
bring the provision with TIN. They fear to regis-
ter in the regional tax directorates as they do not 
believe that the provision with TIN will not be fol-

16  INSTAT, 2011 Census
17  This fact is confirmed by the farmers and their 
associations, including KASH in their meetings held in 
Samaticë- Kutalli Commune and in Saranda.
18  In other occasions, such as Lushnjë, the process of 
information, awareness and information of the farmers by the 
respective structures,  (Regional Directorate of Agriculture and 
Tax Regional Directorate) has been much quicker and more 
coordinated. 

lowed by tax obligations and audits, even though 
the scheme guarantees no administrative and 
fiscal burden for the farmers with TIN which 
have an annual turnover of up to 5 million ALL.
02. Although the instruction is clear, there is still 

confusion over TIN registration – Farmers’ 
Card – Farm Register – ID Card

Under the current conditions, the farmer has an 
available Identification (ID) Card (as every citi-
zen of the Republic of Albania), the farmer’s card 
as well the TIN, which creates confusion to the 
farmer over their use. As reported by the collec-
tors of the products (who prepare the auto in-
voices), the auto invoices can be issued at the ad-
dress of the TIN holder, the address of the holder 
of the farmer’s card or the holders of ID cards. A 
collector of vegetables informs us that he collects 
products from circa 120 farmers who have been 
provided with a TIN, and 500 farmers who have 
not been provided with TIN, by referring to their 
ID number. A company that collects herbs, me-
dicinal and aromatic plants from 300-400 farm-
ers prepares auto invoices with TIN only for 15% 
of them, while for the rest of the farmers, the auto 
invoices are prepared by referring to the number 
of ID Card. 
03. Different perceptions on the beneficiaries of the 

VAT compensation scheme 
According to the majority of the collectors and 
processors, the scheme works in practice, while 
farmers claim that the scheme can be functional 
only for the collectors and processors and not for 
those who sell their products at the same price 
as they did before the implementation of this 
scheme. 
04. Collectors, processors and traders underline 

the lack of preliminary information on the pro-
cedural aspects which have a financial impact 
and increase the distrust in these initiatives.
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Even though instruction 19 provides simple 
administrative procedures on how the reim-
bursement scheme works and is applied, it is 
found that some of the collectors, processors 
and traders lack information on some proce-
dural aspects, which are indispensable for the 
functioning of the scheme and its implemen-
tation in practice. Specifically, the agricultur-
al businesses in Saranda claim that there has 
been no preliminary information by RAD or 
RTD regarding the documents to be submitted 
to apply for VAT compensation.
According to them, in the absence of guidance, 
information and advice from these structures 
and misleading information, they have bought 
agricultural products through auto invoices by 
the farmers equipped with TIN, but missing 
the agreement act with the farmers, which is 
clearly specified in the instruction. Due to the 
absence of this documentation, their applica-
tions in the RTD Saranda on VAT compensa-
tion have not been considered, thus incurring 
financial losses and making them subject to 
penalties. According to them, the core of the 
problem is not the scheme in itself and its con-
ception, but the deep lack of information and 
of clarity from the responsible structures in 
conveying the application requirements of this 
scheme into practice. Under these conditions, 
there is growing scepticism among these busi-
nesses on the goal of this scheme, from a way 
of receiving benefits to a means of imposing 
penalties by the administration.

05. Although it is too early, there are reactions 
on the low threshold for cash transactions 
of 30,000 ALL that may create artifices to 
adapt to the scheme

All the stakeholders have welcomed the re-

vision of instruction no. 19 on allowing cash 
transactions between the farmers and the col-
lectors, processors and traders, at the thresh-
old of 30,000 ALL. However, the limit for cash 
transactions due to the application of the VAT 
compensation scheme still remains a concern 
for both parties (farmers and collectors, pro-
cessors and traders). According to the farmers 
and collectors, the concern relates mainly to 
the difficulties and costs for both parties that 
run their economic activity in remote rural 
areas in accessing banking services that are 
mostly concentrated in urban areas. Thus, the 
farmers in some cases have introduced some 
artifices by fragmenting the real business 
transactions to a value of 30,000 ALL or by 
performing transactions using the TIN of each 
other.
06. The existence of informal parallel wholesale 

markets – unfair competition for the licensed 
collectors

According to collectors, especially in the tra-
ditional agricultural areas (Lushnje and Fier), 
it is noted the phenomenon of the informal 
wholesale market, where farmers themselves, 
in search of a higher price for their agricultural 
products, sell without any type of documenta-
tion by not sending their products to licensed 
collection sites. Referring to FIAA and Alba-
nian Savings- Credit Union survey in 201419, 
circa 50% of the farmers directly sell their 
product to the markets or street. According to 
the perception of important actors of the field 
such as farmers, collectors, processors, or 
other state structures like RAD and municipal-
ities, the current market model and its moni-

19  FIAA, ASC Union “Albanian Agriculture seen from the 
everyday farming: a Survey on Albanian farmers and EU 
exports” support by EU, July 2014 
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toring do not function in terms of food safety 
and prices. The collectors claim that another 
informal way is the purchase of agricultur-
al products from the importers (mainly from 
Kosova and Macedonia) directly from the ag-
ricultural farms. These importers are willing 
to pay a price even higher than those of the 
Albanian collectors or pay the same price as 
the Albanian collectors by not requesting from 
the farmers the preliminary quality selection 
of the agricultural products. These concerns 
of the collectors were discussed even in the 
meetings of ICS with the farmers. The latter 
admit this fact, but according to them, this 
situation is conditioned by the unfavourable 
prices established by the big collectors. These 
prices, in many cases, are abusive and below 
the actual cost of their agricultural products. 
According to the farmers, the domestic agri-
cultural products have a higher cost than the 
agricultural products in other parts of the re-
gion, as in the countries of the region, there 
are lower prices of agricultural inputs20 , and 
there is a higher level of direct subsidies for 
the farmers. There is a general perception 
that being informal leaves you out of the ‘ra-
dius’ of the control of state institutions as you 
are unidentified. A persistent problem is the 
site of collection and milk and meat process-
ing. Many of these informal entities avoid the 
standards required by law by decreasing the 
food safety for the consumer. In addition, the 
existence of these informal parallel markets 
has allowed the farmers to avoid the formali-
sation and registration with TIN.

20  They have a lower VAT on agricultural inputs than Albania: 
f.eg. Kosovo 0%, Macedonia 5%, Serbia 8%, Montenegro 7%

3. SUPPORT SCHEMES - AS 
INCENTIVES FOR THE FORMALISATION 
AND INVESTMENTS

a. Despite the growth in the last 2 
years – the budget is limited
Despite its growth during the last two years (by 
50% in 2015 and 7% in 2016), the fund of support 
schemes of the Albanian government for agricul-
ture remains low (circa 15 mln EUR for 2016) and 
much lower than in the neighbouring countries 
(Macedonia 150 mln EUR, Kosovo circa 60 mln 
EUR), making Albanian agriculture less compet-
itive in the region. Under these conditions, even 
though the farmer might have met the criteria, 
the opportunities to benefit from the schemes 
are reduced by decreasing the applicants’ trust. 

b. Simplification of the procedures on 
the applications, especially for the 
farmers
Farmers consider the application process com-
plex due to the need to fill out many documents 
and go back and forth from one institution to 
another. Such criteria, as the criminal records 
certificate, registration extract from the Nation-
al Registration Center, construction permits, in 
case of support for investments, or certification 
from the Energy Distribution System Operator, 
the farmer’s certificate or the farm register, the 
social insurance attestations etc., can be avoid-
ed by implementing direct online verifications 
from the institutions, or access to their respec-
tive databases, to allow the farmers to concen-
trate on drafting business plans or receiving 
the construction permit, or property certificate. 
While the expenses incurred and the time spent 
by farmers to process the application file are the 
same, despite the value of the support requested. 
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The 30-day application deadline for the incen-
tive scheme, especially the investment schemes, 
is considered limited due to the aforementioned 
bureaucracies.  

3. OTHER

a. The persisting issue of agricultural 
land parcelling - a problem for 
sustainable investments
According to INSTAT, in 2014, compared with 
the previous year, an increase by 0.4% in the 
number of farms was noted, followed by a de-
cline of average farm size by 0.6%21. Agricultural 
land in which a farming family operates in Alba-
nia is currently limited to an average of 1.16 ha. 
The size and fragmentation into several parcels 
(average 3-4) for any agricultural economy is a 
significant impediment to the rise of economies 
to the level of competitiveness in regional and 
European markets.

b. Lack of land ownership titles and 
dynamics of local government reform
The shortcomings in the official registration 
of agricultural land and lack of property titles 
(land deeds) are one of the issues that effects 
informality, the establishment of the land mar-
ket, the lack of investment and the application 
of the current support schemes and those ex-
pected to be realised through EU/IPARD and 
ARDA program22. Farmers report difficulties ac-
quiring the title deeds as there are many inaccu-
racies among the cadastral maps and the actual 
division and land use situation. With the new 

21  Source: INSTAT: Agriculture and Animal Husbandry for 
2014. Press release Tirana, June 22, 2015
22  One of the main criteria of supporting schemes for farmers 
is that the applicant farmers much be equipped with the title 
deeds certificate of the agricultural land. 

territorial reform, the municipalities are in 
charge of preparing the farmlands’ footprint 
and informing farmers on the registration pro-
cess of agricultural land. In this aspect, it is ev-
idenced that municipalities have made some 
efforts to raise the awareness of rural commu-
nities to obtain title deeds for agricultural land 
by applying to the municipalities with the rele-
vant documentation. Municipalities will cover 
administrative procedures and institutional 
coordination in cooperation with the Local Of-
fices for Immovable Property Registration (IP-
ROs). The conclusion of this process requires, 
of course, time.

c. The terms and specifications of 
construction permits in agriculture
Obtaining the construction permits and the 
related procedures is considered problematic 
and a hurdle to sustained investment in agri-
culture, particularly attracting foreign grants. 
Among the requirements for application for 
the support schemes is the permit for the con-
struction of buildings, stalls, processing sta-
tions, warehouses, refrigerating rooms, etc. 
Referring to the Albanian legislation for the 
construction sector,23 the procedures are uni-
fied both for residential and industrial build-
ings. However, the recent lifting of bans on 
construction permits by the Municipality via 
the adoption of DCM no. 271 dated 06.04.2016, 
which is intended to create and put into use 
the Electronic Permits System24, allows the 
procedures for permit application as well as 

23  Law No. 107/2014 “On Territorial Planning and 
Development”, DCM No. 408 dated 13.05.2015 and DCM 
No.271 dated 06.04.2016 and DCM No. 283 dated 1.4.2015
24  Starting from September 1, 2016 each and every 
application for construction permit will be made through the 
electronic portal.
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the procedures for application review and 
approval to be conducted electronically. This 
constitutes a positive step. All the adopted 
and effective legislation for territorial devel-
opment and planning, which provisions state 
clear deadlines and the principle of tacit ap-
proval25 from the City Hall, is expected to create 
new opportunities, reduce the current red tape 
as well as help in terms of the general scope of 
construction related to agriculture.

d. Violation of food safety for the 
consumer – e.g. the quality of 
agricultural inputs
The formalisation of the agricultural sector 
carried out in the whole chain of stakeholders 
involved, including input providers, producers, 
collectors, processors, traders, etc., also brings 
about the premises for enhancing the quality 
and standards by enabling them to create trace-
ability of the production. From the information 
received in the field, there are serious problems 
pertaining to the quality of agricultural inputs, 
especially drugs, fertilisers, chemical preparations, 
livestock food, seeds, young plants, etc. In many cas-
es, agricultural pharmacies impose abusive and 
very high prices, sell uncontrolled products, and do 
not provide the farmer with the cash register receipt 
or tax invoice. Since the non-registered farm-
er does not prepare the tax invoice in the sale, 
the farmer shows little interest to obtain such a 
receipt or tax voucher when purchasing inputs 
or services. It is worthy of mentioning here the 
critical issues raised in the milk processing 

25  According to Article 44.3 of Law No. 107/2014 the 
construction permit is considered approved tacitly if the 
relevant authority (Municipality) does not make a decision 
within 60 days from the day of application and in case that the 
competent authorities, responsible for the planning under the 
local authority has not presented a negative opinion pertaining 
the request.

industry where a considerable part of the pro-
cessing lines is informal and does not operate 
under the control of public institutions. There-
fore, abiding by the formalised procedures dur-
ing the sale transactions in all its components 
becomes a prerequisite to ensure the delivery of 
a safe and quality product to the end-user - the 
consumer.
Farmers express concerns that they have no 
information on governmental initiatives and 
programs to assist them and find no support 
regarding the quality of seeds, pesticides, crops 
to be planted, nor consultancy support in their 
economic activity. Referring to FIAA and Alba-
nian Savings and Loans Union’s survey (2014),26 
about 90% of farmers do not regularly do the 
tests of their agricultural land. Also, awareness 
of their fiscal contribution and the financial 
book-keeping remains very low, thereby creat-
ing difficulties in drafting business plans and 
applying for finance programs. 

e. Uncertainties over the function, role 
and interpretation regarding ACAs
From discussions with focus groups, it is ev-
idenced that Law on ACA is not clear to actors; 
just interpretations to this law are made on sub-
jective criteria. While in practice, ACA enjoys no 
clear advantage compared to LLC, the law still 
provides fiscal incentives that should have been 
cleared by the by-laws, which are still missing. 
Thus, in Saranda as reported are established the 
first ACAs in agriculture, livestock, forests, pas-
tures, etc. Still, due to the above unclarities, they 
have ceased to exist and are facing liabilities 
problems with tax authorities.

26  FIAA, ASC Union “Albanian Agriculture from the 
Perspective of Everyday Farming: a Survey on Albanian 
farmers and EU exports” supported by EU, July 2014
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f. Unclear statistics on the farmer’s 
register and the agricultural activity in 
the country
The meetings with public institutions and agricul-
tural experts highlight the lack of comprehensive 
and unified data associated with agriculture. IN-
STAT data show MARDWA administrative data, 
whereas the results of statistical surveys in the 
field are not published yet. It is not clear whether 

the farmer is identified with the farm as the latter 
is defined by law no. 9817, dated 22.10.2007 “On 
Agriculture and Rural Development”27. Also, the 
meetings of the ICS have highlighted that there is 
still no consolidated register of farms that would 
correspond to farmer’s card or TIN that monitors 
his economic and/or production activity, the sur-
face area of used land, putting thus in question 
the data related to the sector.

27  A ‘farm’ is the basic economical unit in agriculture and 
economical activities related to it. It is a land area or activity 
that is dedicated mainly to the production and management of 
food or livestock products.
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FOR A REFORM ON FORMALISATION 
WHICH ENCOURAGES INVESTMENTS 
AND INCREASES FOOD SAFETY

01. To establish a working group (task force) to car-
ry out in-depth studies and analysis on the issue 
of formalisation and functioning of the VAT 
scheme in a pilot area of intensive agricultural 
activity (for example, in an area with a higher 
number of registered farmers), a process which 
an economic and social impact analysis should 
accompany.  The analysis results should be 
documented in a clear plan of measures over 
time and well-coordinated among the main 
actors involved in the process, considering 
the formalisation as a necessary and irre-
versible process.

02. To specify clear, unique data on the farmer and 
his register and the vision on steps to be taken 
forward by the authorities’ i.e. if there will be any 
link between TIN and farmers’ land. The imme-
diate need to solve this problem was under-
lined in the meeting held with public institu-
tions and agriculture experts. The 2015 EU 

Progress Report28 emphasised on the need of 
registration of the farm as soon as possible, 
on the basis of which are determined the real 
number of farms and farmers. However so 
far there is not any tangible and final result 
which adresses this problem.

03. To prepare and put in practice: modules 
through which the registration of the farmer 
and the farm is linked to TIN and for an effi-
cient VAT compensation scheme. 

04. It is recommended to be established a one-stop-
shop platform that provides specific assistance to 
farmers on fiscal and financial education. Lat-
er on, the platform can be used to eliminate 
the use of paper documentation that banks 
require for financing purposes.

05. It is recommended that formalisation be closely 
linked to the traceability of products and food 
safety, where particular importance is given 
to the preparation of technological cards. This 
recommendation should be closely consid-
ered in the light of the recommendations ap-
proved in the IC Meeting of December 2015, 

28  This recommendation is articulated also by other public 
and private institutions.
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which tackled the formalisation, even specif-
ically referring to the milk sector. 

06. Property remains a hurdle for more produc-
tive investments covering large agricultural 
surfaces; therefore, IPROs, Municipalities, 
and the Ministry of Agriculture should pri-
oritise advancement in this process. Even 
though farmers are now more aware of ad-
dressing the Municipalities for the registra-
tion of the land, there are still impediments 
in the sources that municipalities have allo-
cated for this process and discrepancies be-
tween maps blueprint and land in the field. 

07. It is recommended that local government units, 
in the context of new responsibilities and wider 
territorial coverage, take measures to create 
special markets for farmers to promote products 
that are characteristic of their area and enable 
control of the traded products. It is recom-
mended that pilot models be implemented in 
several municipalities, which Tirana Munic-
ipality is currently attempting. Opening sev-
eral parallel markets in different locations of 
local units will avoid the oligopoly created by 
wholesale markets and several traders vis-a-
vis farmers.

OTHER – FACILITATING THE 
FORMALISATION PROCESS

01. To enable within a short-time-term online veri-
fication of farmers’ certifications by the Region-
al Agriculture Directorates. Clarification and 
awareness on the TIN. It is recommended to re-
lieve farmers from the obligation of applying 
for attestation of the farmer before regional 
agriculture directorates and to carry out the 
verification among institutions electronical-
ly. Additionally, the Regional Tax Director-

ate, the Regional Agriculture Directorate and 
agro-industry associations should intensify 
the information campaign and provide clear-
er details to farmers on the TIN, what TIN 
serves for and how the procedures work.

02. To take into consideration an increase of sub-
sidies in production and facilitation of proce-
dures for this scheme. In meetings held with 
farmers, they have appreciated the subsidy 
scheme based on the sale invoices of pro-
duced quantities as a very good measure 
that encourages formalisation. Therefore, it 
is recommended to consider extending it to 
a certain threshold based on production for 
a wider group of farmers, as a direct formali-
sation incentive, for instance, to simplify the 
requirements for this scheme by submitting 
the auto invoice of the collector/processor 
and not the rest of documents. 

03. Assistance in simplification of application pro-
cedures in subsidy schemes, especially on in-
vestments, for instance, for the winning ap-
plicants, requirements/attestations such as 
the Criminal Records Certificate, the Extract 
from NRC or proof of having paid obligations 
to the Energy Distribution System Operator, 
social insurance and taxes can be carried out 
by AARD itself to relieve farmers from going 
back and forth to institutions. 

04. Due to the seasonality of the sales in agriculture, 
it can be further considered the increase of the 
limit for transactions in cash above 30,000 
ALL. This request was brought to the Secre-
tariat from farmers and collectors following 
their inability to access finances. Therefore, 
it is suggested that this issue might be sub-
ject to revision after a transitory period of 
1-2 years, which is estimated as necessary to 
verify the efficacy of the current threshold. 

w w w . i n v e s t m e n t . c o m . a l

05. To facilitate scheme implementation for farmers 
and collectors. Buyers (collectors) of agricultur-
al products should be no longer obliged to inform 
the tax authorities in advance of the agreement 
between parties. Because the process of buy-
ing and selling in rural areas is still unconsol-
idated, where relations among farmers and 
collectors are still made occasionally, the 
implementation of the provision, as current-
ly provided in the instruction, is challenging 
and not realistic. It is recommended that the 
agreement between parties (the buyer of ag-
ricultural products of the farmer, taxable per-
son and farmer) be drafted and printed out 
when the selling and purchase are executed 
between the parties and at the moment the 
collector prepares the auto-invoice.

06. To identify informal markets and informal 
collection points of agricultural and livestock 
products, which engage in unfair competition 
and avoid legal standards. The coordination 
among the NFA, the Regional Tax Director-
ates and Municipalities is necessary to pre-
vent informality in trading uncontrolled ag-

ricultural and livestock products. Referring 
to recommendations received in meetings, 
formalisation in the agro-industry should be-
gin from the final product, i.e., from the retail 
and wholesale market to follow all the value 
chain. Trade of milk and meat and of the re-
lated byproducts remain a big problem. 

07. Information/awareness-raising of farmers 
from the central government in coordination 
with local government authorities. A contin-
uous information and awareness-raising 
campaign on the government’s initiatives 
and agricultural cultures and necessary in-
puts is essential to improve the quality of 
agricultural products in accordance with in-
ternational market standards. The Regional 
Agriculture Directorates play an indispens-
able role; therefore, it is necessary to clearly 
determine their vertical hierarchy among 
central and local government authorities. 
In the meantime, agriculture experts should 
be more present in the field and closer to the 
farmers to assist and guide them during the 
production process.
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ANNEX 1
VAT COMPENSATION SCHEME

1. SCHEME ACTORS 
01. The compensation scheme is applied to 

agricultural producers according to a de-
termined list of agricultural production ac-
tivities, which are not subject to the regular 
VAT regime because using the normal VAT 
regime creates administrative difficulties. 
The following actors cannot benefit from the 
scheme: 
a) Farmers supplying (selling) their agri-

cultural products according to this re-
gime, the annual turnover of whom ex-
ceeds the minimum limit of 5,000,000 
ALL needed for VAT registration, who 
are obliged to be registered as taxpayers 
to have VAT tax liability; and 

b) Regardless of being part of the compen-
sation scheme (with a turnover of up 
to 5,000,000 Lek), farmers voluntari-
ly choose to be subject to regular VAT 
regime, thus being granted rights and 
obligations in terms of VAT registration, 
declaration, calculation and payment, in 
accordance with the legal provisions.

02. The instruction puts the administrative bur-
den on the “collectors” who serve as “agents” 
for putting in practice the VAT scheme and 
paying VAT to farmers and, later on, to car-
ry out the application procedures at the tax 
authorities for the VAT compensation.  More 
specifically, according to the instruction, ev-
ery buyer (collector) of farmers’ products, 
who applies the compensation scheme, shall 
inform the pertinent regional tax directorate 
which carries out the compensation scheme 
for the farmer, before initiating its application 
and shall attach to the notification the agree-
ment between parties (buyer of the farmers’ 
products, taxable person, and the farmer), as 
per the agreement template attached to the in-
struction.  The buyer, a taxable person, should 
inform the pertinent regional tax directorate 
of every agreement he enters into a transac-
tion with a new farmer. Failure to duly notify 
and properly apply in accordance with this 
procedure shall prevent the buyer from de-
ducting the VAT as a compensation norm 
written in the invoice issued in the name of 

the farmer, the agreement with whom has 
not been sent (notified) to the tax authorities.

2. THE PROCEDURE OF OBTAINING THE TIN 
AS PER THE VAT COMPENSATION SCHEME
The registration of the farmer is done at the Re-
gional Tax Directorate. The documentation the 
farmer needs to submit is as follows:

a) Registration application as per the perti-
nent form containing the following data:
• The farmer’s identification data, ad-

dress, contact numbers;
• The address where the agricultural 

production activity is carried out;
• The area of agricultural production 

activity;
b) The original identification document or 

notarised copy, attached to the registra-
tion application;

c) The original certificate according to the 
template provided in the instruction, as 
issued by the Regional Directorate of Ag-
riculture, Rural Development and Water 
Administration to prove the agricultural 

production activity of the farmer.
Following verifications made by the Regional 
Tax Directorate to prove that the registration re-
quirements have been met, the Regional Tax Di-
rectorate registers the farmer in the tax register. 
According to the Instruction, the registration cer-
tificate should be issued within 2 days from the 
day of the application submission.

3. FARMER – COLLECTOR 
TRANSACTIONS
From bank transactions to transactions ac-
cording to different thresholds.
Allowing sales in cash, up to the value of 30,000 
ALL, that a farmer makes for various buyers, 
agribusiness companies or companies dealing 
with the processing of agricultural and livestock 
products, or for the exporters of these products, 
or any other entity that buys products of farm-
ers who have obtained the TIN. Farmer-buyer 
transactions from 30,000 ALL to 150,000 ALL 
are made through any post office. Farmer-buy-
er transactions for values greater than 150,000 
ALL must be done through the bank.
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ANNEX 2
Analysis of vegetable 
subsector actors  

V egetables constitute one of Alba-
nian agriculture’s most produc-
tive and essential subsectors, with 
good growth opportunities for the 

domestic and export markets. Currently, the 
data show an increasing trend in this subsec-
tor, considering that in the year 2000, the pro-
duction of vegetables in the field was 620,000 
tons, whereas, in 2014, it reached 950,000 
tons. Remarkably, the cultivation of vegeta-
bles in greenhouses has attracted the atten-
tion of farmers as a profitable activity provid-
ing safer export markets, leading not only to 

an increase of the greenhouses’ areas (from 
462 ha in 2000 to 1.085 ha in 2014), but also to 
an increased production in greenhouses by 2.4 
times over the same period.
Vegetables are increasingly seen as a good 
source of income generation for the economy, 
considering their increasing share in the Alba-
nian exports, as the value of exported vegetables 
has doubled from 2014 to 2015, respectively from 
2,282 million ALL to 4,112 million ALL.
Actors which contribute to this sector and 
their activities from the viewpoint of formalis-
ing agricultural economy.

SMALL TRADITIONAL FARMERS
In terms of number, these farmers are the lead-
ing producers in the sector, constituting about 
80% of the total number of producers. Their 
production is based on operations carried out 
by family members in an area ranging from 
0.9 to 1.2 ha. This category produces for fam-
ily consumption as well as for trade purposes. 
They generally enter the market either directly 
on an individual basis, mainly in street markets 
or through dealers. At the same time, this seg-
ment of producers acts as a buyer of agricul-
tural inputs like seeds, young plants, fertilisers, 
pesticides, herbicides, etc. They constitute the 
leading group of producing farmers who oper-
ate informally when they sell products and buy 
inputs.

LARGE MODERN FARMERS, MAINLY 
CULTIVATING IN OPEN FIELDS
This category is part of larger farms ranging 
from 2 to 25 ha, mainly positioned in the lower 
areas of the country, mainly in Fier, Lushnje, 
Berat, Shkodra, etc. They are typically involved 

in producing annual plants with a good rate of 
investment return and mainly cultivate water-
melon, cauliflower, carrots, broccoli, tomatoes, 
cucumber and potatoes. Their primary mar-
ket is the wholesale market which purchases 
mainly through auto invoicing. While the sup-
pling with young plants, fertilisers, pesticides, 
insecticide, etc., is made through input traders, 
but remain indifferent buying with tax invoices. 
This category of farmers carries out operations 
in the farm depending on the size of the farm 
and processes involved engaging family mem-
bers and/or mostly part-time employees. They 
work mainly with their mechanical tools or pay 
for specialised mechanised services, which in 
most cases do not come as a formalised service.

LARGE MODERN FARMERS, MAINLY 
OPERATING IN GREENHOUSES 
This group consists mainly of farmers who cul-
tivate vegetables in greenhouses. The number of 
farmers engaged in the cultivation of vegetables 
and their respective area of cultivation in green-
houses have significantly increased during the 

The diagram of actors in the sector 

PROCESSORS

Input Suppliers Input Suppliers

Traditional 
small 

farmers

Traditional 
large

farmers

Large
modern
farmers

WholesalersLocal
Traders

Consolidators
Distributors

Street
Vendors

    Open
Markets

  Supermarkets  Regional Export 
Markets

    Other Export 
Markets

   Minimarkets /
Small Shops

DISTRIBUTION

PRODUCTION

END MARKETS

FOR FORMALISATION OF 
AGRICULTURE: THE WELL FUNCTIONING 
OF THE VAT COMPENSATION SCHEME
AND PROMOTION OF INVESTMENTS

188 189



past five years, with the increasing volume of 
exports. They are users of intensive cultivation 
technologies with substantial use of fertilisers, 
chemicals, labour force, mechanised services, 
etc., also depending on the cultivated area. This 
category of farmers sells products primarily to 
wholesale merchants and consolidators/distrib-
utors intended for export, domestic consump-
tion, and processing. They represent the main 
category of producing farmers in a formalised 
sector (equipped with TIN), but they are also au-
to-invoiced by the collectors, and in some cases, 
are directly included in the VAT scheme. These 
farmers show interest in obtaining tax invoices 
when buying inputs or services for their activity.

COLLECTORS/CONSOLIDATORS
Consolidators are businessmen (or buyers from 
the region or Albania) who collect products 
directly from farmers with whom they have 
regular contracts for fresh vegetables, export-
ing them in the region or European markets, 
or beyond. This system offers the cultivators 
a degree of security on the market and guides 
them in their production planning. They use 
two sources for collection, either directly from 
the farm or collection centres in villages. Col-
lection centres are increasingly becoming more 
important; some of them are supported by state 
schemes or schemes of the EU/IPARD Like pro-
gram, thus improving traceability and produc-
tion standards through grading, selection and 
proper packaging of products. They serve as 
the driving force not only in terms of the volume 
they collect but also in the formalising process 
of the agricultural economy. Therefore, farm-
ers and merchants see collection centres as an 
essential factor in the entire value chain. Their 
relationship with the seller (farmer) is based 

on the auto-invoice. However, this category is 
placed under the pressure of unfair competition 
by unidentified collectors.

PROCESSORS 
Most processing companies use raw materials, 
raw vegetables and fruit. Although such enter-
prises are found everywhere, most of them are 
located mainly in areas where the production 
is concentrated and where there is tradition 
and experience, such as in Shkodra, Lezha, Di-
bra, Berat, Lushnja, Kavaja, Fier, Gjirokastra, 
Përmet, Tirana, Elbasan, Durrës. Besides large 
processing enterprises, there is an informal 
processing segment in the form of small work-
shops or at home facilities and that provides the 
basis for the informality of this segment, gener-
ating food safety issues and unfair competition. 
Formalised processors mostly purchase raw 
materials directly from big Albanian farmers, 
while the rest is bought from wholesale markets 
or imported from the countries in the region. All 
these resources depend on the volume of prod-
ucts and their prices. Usually, processors have 
contracts with the collectors/consolidators, 
which in turn have contracts with producers, 
mainly small ones who produce specific prod-
ucts as requested by the processors. Collectors 
rarely work with big producers, who are pri-
marily inclined towards products with higher 
value.

WHOLESALERS
Wholesale markets have developed in key pro-
duction areas such as Lushnja, Vlora, Shkodra, 
Berat, Tirana and Korca. These are active year-
round markets with large volumes of packaging 
such as crates of 20-25 kg. Wholesalers usually 
have one or more vehicles of 7–10 ton capacity 

and are the leading carriers of products in the 
entire country. They get supply by all categories 
of farmers, and their primary market is the do-
mestic wholesale market. Their relationship is 
mainly based on the auto invoice reflected in the 
transport vehicle documentation.

RETAILERS
They are represented by a very fragmented mar-
ket of hundreds of thousands of small stores 
mainly supplied by wholesalers operating at the 
regional level. Besides this supply channel, retail 
trade markets sell their products, as well. Some 
of these retail markets are not just small shops or 
outdoor markets, but also supermarkets, which 
in some cases have their own chains in some 
areas of the country such as Conad, Big Market, 
TEG, Carrefour, etc., representing a more formal-
ised grouping of this segment.

EXPORTERS
Vegetable exports are mainly based on collec-
tors/consolidators; however, such markets are 
still volatile and unsystematic for various reasons 
such as the timing and volume of sales, quality of 
products, uniformity of weight, packaging size, 
packaging material, its model, traceability, cer-
tification, preservation and keeping them fresh. 
However, export is regarded as a driving force 
for production, for a better price, fulfilment of the 
social aspects (employment), and the formalisa-
tion of agricultural economies. This segment op-

erates through auto-invoicing with the producer 
and accompanies the sold merchandise with a 
tax invoice subject to verification by Albanian 
customs.

INPUT SUPPLIERS AND SERVICE 
PROVIDERS
The main part of the basic materials used for the 
production of vegetables (besides the main asset 
such as land, greenhouses, mechanisation) in-
cludes plastic rolls, seeds and/or young plants, 
fertilisers, herbicides, pesticides, tools, etc. In 
many cases, especially in large farms, they have 
established cooperation relations with dealers 
or consolidators, who in some cases are young 
plants producers. Further supply with young 
plants is “paid” by farmers through the products 
they give to traders/consolidators/collectors. In 
the case of other products such as fertilisers, her-
bicides, pesticides, the farmers receive supplies 
in agricultural pharmacies.
Currently, under the Ministry of Agriculture, Ru-
ral Development and Water Management, the 
regulation for the activity of these pharmacies 
has entered into force. Farmers can buy inputs 
only in licensed agricultural pharmacies and 
based on prescriptions issued by licensed spe-
cialists, but this scheme is rarely applied in real-
ity. The farmer receives a fiscal or tax invoice for 
the inputs that he/she buys or for the services re-
ceived, such as the mechanisation of operations 
in only a few cases.
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V alue-Added Tax (VAT) is one of 
the primary sources of revenues to 
the state budget, constituting circa 
75% of the revenue line from taxes 

and customs, or circa 9.1% of the GDP, accord-
ing to the state budget for 2015 and 20161. Due 
to this, VAT management is a sensitive issue 
for the tax administration in meeting its objec-
tives and for businesses subject to this obli-
gation. As a consumption tax carried forward 
to the final user of goods and services, VAT 
creates opportunities for businesses that pay 
VAT, resulting in recoverable VAT amount, to 
receive it back through refund procedures de-
tailed in the applicable legal framework. 
According to the IMF2, experience from many 
countries regarding VAT refund procedures 
has shown that the VAT refund has been the 
“Achilles’ heel” of the VAT system. Meanwhile, 
untimely and delayed refunds and bureaucrat-
ic procedures have been a source of tension 
between the tax authorities and businesses. 
This is because the VAT nature changes from 
a tax on final consumption to a tax on produc-
tion when the tax authorities delay/refuse ap-

1  Ministry of Finance, Law on State Budget, 2015 and 2016
2  IMF Working Paper, VAT Refunds: A Review of Country 
Experience, Graham Harrison and Rusell Krelove, November 
2005

proval of legitimate business applications for 
the VAT refund. This is why VAT policymakers 
should reciprocally set the same “binding mea-
sures”, legal and administrative deadlines as 
those requested to be respected by businesses 
when paying VAT.
A timely VAT refund directly impacts business 
activities because it leads further to liquidity 
for daily operations and reduced investment 
costs. This is important not only for export-
ers but also for companies that execute large 
capital purchases (investments) in relation to 
sales, which can be limited, especially at the 
first steps of the business or extended in time. 
Meanwhile, the Albanian Government has 
made legal and institutional changes during 
2014-2016 to address the concern, continu-
ously raised by businesses, over VAT refund 
obstacles, with the final aim of easing refund 
procedures for taxpayers in general and ex-
porters in particular.
While addressing business concerns in 2015, 
especially tax control and informality is-
sues, the Secretariat identified the need for 
a prompt VAT refund with the least possible 
administrative burden. This analysis aims to 
assess the performance of the current VAT 
refund model, considering recent legislative 
changes and businesses’ experience, espe-
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cially during 2015-2016. To this end, we have 
relied on the best regional and EU practices, 
on reports of international institutions such as 
the IMF and OECD on addressing VAT refund 
in the context of fiscal policies and manage-
ment. For purposes of this paper, a survey was 

conducted online during 5 September – 31 Oc-
tober 2016. Survey responses have contribut-
ed to drafting this paper. Preliminary findings 
were discussed in advance with a group of 
fiscal experts and businesses, subject to VAT 
refund during 2015-2016.

w w w . i n v e s t m e n t . c o m . a l

L ong delays in refunding VAT were 
among the significant problems 
identified by the business commu-
nity until mid-2013. According to 

claims from businesses in the media or discus-
sion and consultation platforms, VAT refund 
procedures were considered and perceived as 
bureaucratic, where the refund was executed 
on selective grounds, corrupt practices and 
was conditioned from the tax administration 
plan on meeting projected revenue targets. 
Following 2013, the tax administration dis-
covered some abusive schemes related to VAT 
refund. According to the EU Progress Report for 
2016, circa 116 tax fraud and tax evasion cases 
were reported to the public prosecutor from 
September 2015 – July 20163. In the meantime, 
failure to refund the VAT for years resulted in 
a chain of debts for companies—mainly ex-
porting companies but not only—toward sup-
pliers and banks, which resulted directly in 
increased lack of trust in the state and limited 
financial resources for investments. 
In 20134, the Government admitted that failure 

3  European Commission, Albania 2016 Progress Report, Nov.2016
4  In September 2013 the Government started to assess late 

to refund the VAT or late refunds caused sig-
nificant problems to businesses. An audit on 
late payments of the state to companies iden-
tified a debt of 72.57 billion ALL. According to 
this audit, the line for VAT refund alone that 
the state owed to businesses was 12.84 billion 
ALL, or circa 18% of the total late payments. 
For the first time, the state’s late payments 
to companies, including those related to the 
non-refunding of the VAT, were acknowl-
edged officially following the approval of DCM 
no. 50, dated 05.02.2014 “On the adoption of the 
Arrears Clearance and Prevention Strategy and 
action plan.” 
The adoption of such a strategy was an ex-
pression of the serious commitment of the 
Government to settle arrears as soon as pos-
sible in a correct, transparent and reliable 
manner, as well as to strengthen fiscal disci-
pline to prevent new liabilities accrued in the 
future5. This strategy was intended to not only 
ensure better-improved finances as part of the 

financial obligations.
5  Commitments of the government program – economic 
development pillar: “On the payment of outstanding refundable 
VAT amounts”;
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obligations of the Albanian Government to the 
IMF in the context of the mid-term program 
of assistance6 from this institution but also to 
establish a new partnership relationship with 
the business community. According to the 
Ministry of Finance, by 31 December 2015, cir-
ca 18 billion ALL were paid in total for the VAT 
refund alone.
The achievement of the above objectives was 
supported by changes in the legal framework, 
namely: amendments to the law “On Value 
Added Tax”, changes to tax procedures and re-
lated guidelines7 that provided clear deadlines 
within which the administration must meet its 
obligation to refund VAT to businesses. Such 
refund must be executed within 30 days from 
the application of exporting taxpayers and 
within 60 days for all other taxpayers.
Later on, DCM no. 460, dated 22.06.2016, pro-
vided also automatic VAT refund (without risk 
control/analysis) for exporters the value of the 
exports of which amounts to more than 70% of 
the total sale value during the tax period/peri-
ods for which refund is applied, being consid-
ered thus as zero risk taxpayers. According to 
the Ministry of Finance, the effects of this new 
provision extend to over 1050 companies that 
constitute 40% of the total exporting compa-
nies in the country. The prompt payment of 
accrued liabilities to businesses, including ac-
crued recoverable VAT, as well as identifica-
tion of fraudulent fictitious VAT refunds with 
a considerable financial impact on the state 

6  Ratification of the IMF loan - Law No. 33/2014 “On 
the approval of the loan of 295 420 000 Sdr-Sh, that the 
International Monetary Funds grants to Albania for the 
36-months Support Program. (EFF)” and Memorandum of 
Economic and Financial Policies.
7  Law No. 92/2014 “On VAT” entered into force on January 
1 2015 and was amended by Law No. 90/2015, whereas Law 
No. 9920 dated 19.05.2008 “On tax procedures in the Republic 
of Albania” was amended by Law No. 92/2015.  

budget, intended to show the serious commit-
ment of the Government and assist in restor-
ing confidence in state mechanisms, especial-
ly concerning easing restrictions of liquidity in 
the private sector.
 
1. METHODOLOGY
The steps taken by the Secretariat to bring to 
the attention of the Investment Council pro-
ceedings on VAT refund are as follows:

 » Desk research on the applicable legislation 
on VAT refund and its dynamic and mod-
els set forth in the legislation of some EU 
countries. This was done to identify qual-
itative changes adopted for purposes of 
easing the VAT refund process.

 » Conduct online a Survey (Annex B) for VAT 
taxpayers. Businesses filled in this survey 
anonymously by their direct experience 
with the tax administration concerning 
the VAT refund procedure. The survey 
contained close and open questions to be 
answered from 5 September – 31 October 
2016. 77 businesses filled in the survey, 
40% of which of foreign capital, 80% 
with exporting activity, 60% with ex-
ports exceeding 70% of sales. The most 
representative sectors in the survey 
were processing industries (56%), trade 
(27%) and services (24%). Also, 55% of 
survey respondents have filed for VAT 
refunds from September 2015 – Octo-
ber 2016. According to the answers in the 
survey, 63% of VAT refund applications 
are filed by exporting taxpayers, 16% by 
taxpayers with a recoverable VAT amount 
from investments and 21% by other tax-
payers. The survey had a specific section 
where businesses could identify some of 
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the problems faced in doing business. The 
most typical problems identified, also con-
firmed by experts of the area, have been 
included in this paper under section 3.7, 
“Other findings”.

 » Meetings and face-to-face interviews were 
held with the chambers of commerce and 
industry across the country8. In total, we 
held 27 consultation meetings.

 » The findings were consulted in focus 
groups with businesses and fiscal experts. 
2 meetings were held to this end: one with 
the business community (12 companies) 
in cooperation with the Chamber of Com-
merce and Industry in Elbasan and a joint 
meeting with fiscal experts and business 
associations in Tirana. Consultations with 
businesses were held in collaboration with 
the Chamber of Commerce in Gjirokastra, 
Durrës, Fier, Shkodër, associations, inde-
pendent and administration’s fiscal ex-
perts.

2. APPLICABLE LEGAL FRAMEWORK
Albanian legislation which addresses, among 
others, issues related to VAT refund is as fol-
lows:

 » Law No.92/2014 “On Value Added Tax” 
(amended)

 » MoF Instruction No. 6 dated 30.01.2015 
“On Value Added Tax” (amended)

 » Law No.9920 dated 19.05.2008 “On Tax 
Procedures” (amended)

 » MoF Instruction No.24 dated 02.09.2008 
“On Tax Procedures” (amended)

 » DCM No. 953 dated 29.12.2014 “On imple-
menting provisions of Law No. 92/2014, 

8  Durrës, Elbasan, Gjirokastër, Fier, Shkodër.

“On Value Added Tax in the Republic of Al-
bania” (amended)

 » DCM No. 460 dated 22.06.2016 “On 
an amendment to DCM No.953 dated 
29.12.2014”

Conditions and deadlines
1. Law No. 92/2014 “On Value Added Tax” 

(amended) sets forth cases when a tax-
payer can apply for the VAT refund. 

The general criteria9 that a taxpayer must meet 
to request a VAT refund are as follows: 
a) The taxpayer must have carried forward a 

recoverable VAT amount for 3 consecutive 
months; 

b) The total amount requested for VAT refund 
exceeds 400,000 (four hundred thousand) 
ALL.

In the case of exporters10, it is stipulated that 
they are entitled to apply for a VAT refund 
when their recoverable VAT amount exceeds 
400,000 (four hundred thousand) ALL. DCM 
no. 953 dated 29.12.2014 “On implementing 
provisions of Law No. 92/2014, “On value-add-
ed tax in the Republic of Albania” provides 
details on categories of exporters. Before pro-
cessing an application for a VAT refund for a 
taxpayer, the tax administration has the right 
to demand the taxpayers prove that their eco-
nomic activity’s purpose is to execute taxable 
transactions that entitle them to VAT deduc-
tion.
The tax administration carries out the refund 
procedure under the rules outlined in Law No. 
9920 dated 19.05.2008 “On tax procedures” 
(amended), with VAT refund deadlines being:
a) within 60 days of a taxpayer filing a re-

9  Article 77 paragraph 1 
10  Article 77 paragraph 3
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quest11; 
b) within 30 days of an exporter filing a re-

quest. 
2. DCM No. 953 dated 29.12.2014 “On the 

implementing provisions of Law No. 
92/2014, “On Value Added Tax in the Re-
public of Albania” among other things, 
foresees in detail in Article 10 the catego-
ries of exporters, for purposes of VAT re-
fund procedures, as well as the criteria on 
the grounds of which the tax administra-
tion identifies them. 

Currently, for VAT refund purposes, catego-
ries of exporters are taxpaying exporters, as 
well as taxpayer persons who re-export for-
eign goods under the active processing regime 
in the Republic of Albania, as outlined in the 
Customs Code, who concurrently meet the fol-
lowing criteria:
a) The value of the exports during the tax pe-

riod/periods for which refund is requested 
constitutes more than 70% of the total sale 
value, including exports;

b) Have more than 1 year of export activity;
c) Present the export declaration form issued 

in accordance with the Customs Code of 
the Republic of Albania, as evidence for 
having carried out the export;

ç) Do not have any unpaid social and health 
insurance contributions.

The DCM outlines two procedures on VAT re-
fund according to the degree of risk, which can 
also be found summarised in graph 1 below: 
a) Automatic refund12: According to the DCM, 

taxable persons who meet the above crite-

11  All other taxpayers except for exporters
12  As per amendments effected with DCM No. 460 dated 
22.06.2016

ria are automatically refunded13 within 30 
days from the day of submitting the VAT 
refund application, as zero risk taxpayers.  

b) Refund on the grounds of Risk Analysis 14: 
- Taxable persons, with exports of more 

than 50% to 70% of the total sales, 
during the period/periods for which 
refund is requested, are refunded with-
in 30 days from the day of the filing of the 
VAT refund application, while becoming 
subject to the risk analysis procedure 
first. 

- If the risk analysis finds that the tax-
able person that is classified under this 
category must undergo the tax control 
procedure, the entire procedure, in-
cluding the control, is completed within 
30 days from the day of the filing of the 
application. On the contrary, the refund 
is executed through the State Treasury 
system within 30 days from the day of 
filing the refund application.

- All other taxable persons who carry 
out exports but do not meet any of the 
above conditions15are refunded within 
60 days from the filing of the refund ap-
plication while becoming subject to the 
risk analysis procedure.

13  It is assumed to be without control by the tax administration 
14  As per amendments effected with DCM No. 460 dated 
22.06.2016
15  The conditions set forth in paragraphs 1 and 3 of Article 
10 of the DCM
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Non-exporting taxpayers
1. Recoverable VAT amount carried forward for 3 consecutive months 

2. VAT amount requested exceeds 400,000 ALL
Exporters are entitled to request reimbursement when

the recoverable VAT amount is over 400,000 ALL

VAT Refund

AUTOMATIC
30 DAYS

1. >70% Exports
2.More than 1 year
of export activity

3. Customs declaration 
for export

4. Do not have outstanding 
payments for contributions

RISK
ANALYSIS
30 DAYS

RISK
ANALYSIS
60 DAYS

NO RISK/ NO CONTROL

50% - 70%
Export

<50% - Export
+ Taxpayers

Administration and procedure
3. Law No. 9920 dated 19.05.2008 “On tax 

procedures” (amended) determines the rel-
evant bodies that will follow the implementa-
tion of the VAT refund procedures16. 

Concretely:
a) The taxpayer electronically applies for the 

VAT refund17 , which goes to the centralised 
VAT Refund Department at the General Tax 
Directorate.  

b) In cooperation with the Regional Tax Direc-
torate where the taxpayer is registered, the 
VAT Refund Department verifies the taxpay-
er’s tax situation and approves the recover-

16  Article 75/1 
17  https://www.tatime.gov.al/sq-al/Pages/Video-Gallery.aspx

able VAT amount. When necessary, the tax 
administration conducts controls based on 
the risk analysis. 

The 2015 amendments18 to law no. 9920, con-
crete deadlines were set for the first time about 
refundable VAT amount and additional guaran-
tees for the taxpayer about his rights toward the 
tax administration, providing for an honest re-
lationship between businesses on the one hand 
and the administration on the other. Concretely, 
article 75/1 stipulates that: “The payment of the 
recoverable VAT amount shall be carried out within 
5 days, through the treasury system, based on the 
rules outlined in the instruction of the Ministry of 
Finance. On the contrary, the taxable person shall 

18  Amendments to Law No. 91/2015, dated 23.07.2015
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be entitled to be exempted from other tax liabilities to 
the amount of the VAT claimed for refund”. 
4. Instruction no. 24 dated 02.09.2008 

(amended), provides details on the concrete 
application of the above provisions regard-
ing the VAT refund, from the moment of the 
taxpayer filing the request up to the moment 
the payment is executed through the trea-
sury19. 

19  The detailed procedure was set forth by MoF Instruction 
No.14/1 dated 04.09.2015

The GTD used to utilise specific Internal Rules 
of Procedure for VAT refund, also published 
online, 20 that were in line with the legal frame-
work until the end of 2014, but which were en-
tirely abolished following the amendments of 
the last two years, as described above. Current-
ly, there are no Rules of Procedure on VAT re-
fund procedures that reflect the applicable legal 
framework. 

20 https://wwwtatime.gov.al/sqal/Legjislacioni/Vendime%20
Teknike/Documents/Rregullore%20per%20rimbursimin%20
e%20TVSH-se.pdf#search=rimbursim 
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V AT refund remains an essential indi-
cator in the doing business climate. 
According to the World Bank Report 
“Doing Business 2017,” the post-filing 

index - part of the Paying Taxes indicator - for the 
first time includes VAT refund applications. Al-
bania has received a satisfactory score (83 points) 
vis-à-vis the best model, Estonia (98.5 points), but 
lags behind countries in the region, such as Croatia, 
Macedonia and Montenegro. Considering that this 
indicator is included for the first time in the Do-
ing Business methodology, the progress of Alba-
nia regarding this indicator remains to be seen in 
the years to come.  
According to IMF studies, the more developed 
a country is, the higher the level of refunded 
VAT vis-à-vis gross VAT value, amounting even 
at 40% of the gross VAT value21. Data from the 
Ministry of Finance for 2011 -2015 on fiscal 
indicators show that VAT refund has a minor 
role in the total gross revenue values generated 
from VAT. 

21  IMF, VAT Refunds: “A Review of Country Experience”, 2005

Source: Fiscal analytic indicators, Ministry of Fi-
nance 
As presented in the above graph, the value of 
refunded VAT has fluctuated over time from 6%-
8% vis-à-vis the total gross VAT value. Accord-
ing to most recent data from the Ministry of Fi-
nance, VAT refund for January – August 2016 has 
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value, 2011 - 2015
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reached 5,504 million ALL with a growth of 22% 
compared to the same period of 2015, i.e., circa 
6% of the gross VAT value collected from tax and 
customs offices.  
Most recent data from the GTD point out an in-
creased number of refund applications during 
these 10 months of 2016 compared to the 12 
months of 2015, both for businesses operating in 
the active processing regime22 (APR) and all oth-
er taxpayers. 

22  Active processing is an economic customs regime the main 
purpose of which is to export labour, technology and other eco-
nomic factors which simply or finally transform goods into goods 
ready to be used as products in other processing, assembling 
operations or for consumption. The procedure allows the use of 
non-Albanian goods into the customs territory of the Republic of 
Albania, in one or more processing operations if they are export-
ed outside the customs territory of the Republic of Albania in the 
form of compensating products. The active processing regime 
allows the processing of non-Albanian goods destined for re-ex-
port in the form of compensating products: i) without payment 
of customs duties (suspension system), or; ii) reimbursement 
after their re-export (refund system).

 » The number of approved applications for 
2015 was 94% of the total requests filed by 
taxpayers. For APR businesses, this level 
was 99%. 

 » Refund in the case of approved applications 
has been executed 100% for both periods. 

Figures below present a reflection of requests 
and factual refunds in number a value for all tax-
payers generally and APR businesses specifical-
ly, for 2015 and 2016 (until October). 
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The analysis conducted by the Secretariat, 
based on the Survey results and consultation 
meetings, found that VAT refund procedures 
have improved both in the formal and practi-
cal sense. Thus, 54% of respondents confirm 
that the VAT refund application procedures 
have been simplified. Also, 72% of those who 
said they had applied, confirm that the appli-
cation had been approved and received the 
VAT refund.

 Figure 3.  Actual VAT refund in number and amount 
(thousands ALL)

 Figure 2.  Requests for VAT refund in number and 
value (thousand ALL)

Source: General Tax Directorate (2016)
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Yes No Ongoing Yes No Ongoing

72%

9%

19%

7%

16%

77%

Main comments from businesses participat-
ing in the survey and during meetings held 
with them and experts of the area focus on the 
following: 

1. THE VAT REFUND CRITERIA ARE 
CONSIDERED HARMONISED, BUT 
SECONDARY LEGISLATION NEEDS TO 
BE UPDATED (MOF INSTRUCTION NO. 
24, DATED 02.09.2008)
Criteria for VAT refund are generally harmon-
ised in legislation. However, criteria outlined 
in the secondary legislation and concretely in 
the Minister of Finance’s Instruction No. 24 dat-
ed 02.09.2008 “On tax procedures”, point 75/1, 
are not the case. These criteria have not been 
updated in line with the provisions of DCM No. 

460 dated 22.06.2016. The instruction reads: 
“If the taxpayer is not a zero-risk exporter (100% 
exporter), but it goes through the active processing 
regime, or is an exporter in more than 60% of the 
total sales value, then it shall be refunded within 
30 days, while being subject to the risk analysis”. 
Meanwhile, DCM No. 460 dated 22.06.2016, 
which was issued later on and was drafted in the 
context of the Government’s package to encour-
age exports and to increase liquidity at their dis-
posal, stipulates that zero risk exporters shall be 
considered those exporters who, besides general 
conditions meet concurrently the requirement to 
export more than 70% and not necessarily 100% 
of the total sales value. The other exporter’s cate-
gory, which shall be refunded within 30 days and 
on the grounds of the risk analysis, is that of tax-

 Figure 4.  Have you received a VAT refund?

a) All taxpayers b) Exports above 70%

The data has been processed by the Secretariat based on the answers to the Survey, November 2016
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able persons who export from 50% to 70%, not 
the one for those who export over 60% of their 
total sales value.   
This discrepancy results from interventions, at dif-
ferent times, in the above by-laws that are part of the 
legal framework architecture that regulates fiscal 
matters. Regardless of this discrepancy, the tax ad-
ministration directly applies the criteria outlined in 
DCM No. 460. We must underline that many busi-
nesses that participated in the survey or attended 
meetings with the Secretariat were still referring 
to the old criteria pursuant to the specifications 
of Instruction no. 24.
During meetings of the Secretariat with the GTD 
and MoF, it was found out that institutions are 
aware of this discrepancy and that it is expected 
to be remedied by the final amendments to In-
struction no. 24. The latter will also reflect some 
other additions and changes to the tax proce-
dures, which were being discussed until recently 
and finally adopted by the Assembly of Albania 
on 03.11.2016.

2. THERE IS IMPROVED AWARENESS 
REGARDING REFUNDS (2015-2016); 
HOWEVER, MEETING VAT REFUND 
DEADLINES REMAINS A CHALLENGE 
FOR THE ADMINISTRATION 
Almost all stakeholders, businesses and experts 
contacted by the Secretariat found improved 
awareness of the administration in carrying out 
VAT refunds in compliance with legal deadlines. 
Regardless of this, answers to the survey (Sep-
tember-October 2016) indicate that in many cas-
es, a refund has been made after the expiration 
of 30- and 60-days deadlines. Thus, the survey 
results show that the refund was made in 54% of 
cases after the lapse of 60 days. Only 11% of re-
spondents said that refund within 30 days was 

completed for businesses “exporting more than 
70% of their total sale value”. The GTD confirms 
that during 2016 only 13 applications have been 
approved within 30 days and 174 within 60 days 
and that in many cases, delays result from the 
actual lack of administration’s ability to conduct 
the control, to write the report within 30 or 60 
days, especially when the taxpayer’s transac-
tions are complex. 

3. CURRENT VAT REFUND 
PROCEDURES ARE CONSIDERED AS 
SIMPLIFIED WHEN COMPARED TO 
PREVIOUS YEARS 
More than 56% of businesses responding to the 
survey consider the VAT refund procedure sim-
plified compared to the procedure before 2015.  
We underline that VAT refund procedures have 
been specified in detail under point 75/1 of In-
struction No. 2423. Point 75/1 describes elements 
that must be followed by the taxpayer from the 
moment they fill in the refund application and 
steps that the tax administration must take from 
the moment it receives the application until its 
approval. These provisions provide for a more 
transparent VAT refund system due to increased 
accountability of the tax administration to tax-
payers. In the meantime, the centralisation of the 
process in its entirety at the GTD’s VAT Refund 
Department enables for more rigorous control 
of the VAT refund applications through the risk 
system.

23  These amendments were done by Instruction No. 14/1, 
dated 04.09.2015. Published in the Official Journal No. 156 on 
7 September 2015 
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4. LARGE NUMBER OF CONTROLS FROM 
THE TAX ADMINISTRATION REGARDING 
VAT REFUND APPLICATIONS
It is worth noting in advance that DCM no. 460 dat-
ed 22.06.2016 (which provides for an automatic 
refund within 30 days for exporters exporting more 
than 70% of their total sales value) entered into force 
only on 28 June 2016. As such, its real impact in de-
creasing the number of tax controls from the admin-
istration for this category of exporters will be better 
identified during 2017.
According to the survey results, 87% of all com-
panies that have applied for VAT refund were 
currently subjected to VAT tax controls, includ-
ing “over 70%” exporters (in 88% of cases in the 
survey). The outcome of interviews and meet-
ings confirms this fact that the Secretariat held 
with businesses. Meanwhile, a very small num-
ber of companies, mainly from the apparel in-
dustry, have declared to have benefited from the 
automatic VAT refund, i.e., within 30 days and 
without controls. GTD data also point out a very 
low number of automatic refund cases, specifi-
cally 5 cases for 2015 and 11 cases for 2016.    
According to the applicable legal framework, tax 
control is not always requisite, but only when it 
results to be necessary from the risk analysis. In-
struction no. 24, point 75/1.1 reads: “When neces-
sary, in accordance with the risk analysis, the VAT 
Refund Department, which reviews the refund ap-
plication and carries out the refund procedure as a 
whole, shall request that the pertinent Regional Tax 
Directorate conducts a tax control before approving 
the refundable amount”.  
Businesses are concerned over the high number 
of controls that the administration generally, and 
tax administration specifically, carry out; con-
trols conducted by the tax administration follow-
ing their VAT refund application are bureaucrat-

ic, especially when these entities were subjected 
to a thorough tax control soon before. According 
to data from the General Tax Directorate fraud-
ulent applications discovered during controls on 
VAT refund remain quite low at 4.3% of the con-
trols for 2015 and 3.4% for the 10 months of 2016. 
This figure can be interpreted in a way as evi-
dence of businesses’ responsible actions when 
applying for VAT refund to ensure they are strict-
ly in line with the applicable legislation. 
The fact that the number of controls remains high 
and concerning for businesses leaves room for dis-
cussions on the efficiency of the risk analysis system 
initiated in 2015 and the criteria that the adminis-
tration uses for this system. It is deemed as neces-
sary, a more detailed analysis with a focus on the 
efficiency of tax checks on VAT refund, the prop-
er use of the risk analysis system, the exchange 
of information between tax and customs admin-
istration, especially in relation to active process-
ing regime activities and overall efficiency of the 
administration’s resources.

5. THERE IS SOME IMPROVEMENT 
(OVER 40% OF THE SURVEY 
RESPONDENTS RATED AS “SOMEWHAT 
GOOD” AND 30% AS “GOOD”) 
THE RELATIONSHIP BUSINESS-
ADMINISTRATION 
There is some improvement in general on the 
business opinion about the behaviour of tax ad-
ministration not only in the framework of VAT 
refund. Therefore, according to the survey’s data, 
the work of tax administration regarding the re-
quests for refund has been rated as “somewhat 
good” by 40% of the respondents and as “good” 
by 31% of respondents.  
On the other side, it is noted a kind of hesitation 
from a group of businesses to apply for VAT re-
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fund even on cases when they have enough re-
coverable VAT amounts for refund. According 
to the Secretariat’s Survey, in the responses of 
those who have not applied for VAT refund, 32% 
of them state “lack of trust” for Vat refund, while 
42% of them state other reasons such as “fear” 
that if they apply for VAT refund, they will have to 
undergo for sure a tax inspection and very likely 
to be penalised by the tax inspection.
There is still a perception from the business that 
inspectors during an inspection have the objec-
tive to reduce as much as possible the recover-
able VAT amount to be refunded to the business. 
For this purpose, some vain reasons and justi-
fications unbased on the legislation24 are used, 
such as: ignoring invoices due to small formal 
mistakes; accept VAT only as recoverable and not 
refundable with the claim that the business has 
not made any sales in relation to this purchase, 
but instead keeps it still in inventory/storage (e.g. 
in the trade of cigarettes and cement); ignoring 
recoverable VAT for pre-payment invoices al-
though there is a justified documentation (e.g. 
order contracting or contractual engagement 
between typical parties in the sector of con-
struction) etc. Such cases are in particular more 
evident when refund requests are of substantial 
amount of money. E.g., in the case of taxpayers 
who exercise their economic activity upon con-
cessionary contracts in the sector of energy and 
for this purpose make new investments. In some 
cases, tax administration has not acknowledged 
some expenditures for works done (streets, 
bridges) in function of the economic activity with 
the reason that “the investment value despite being 
proved with regular invoices, goes beyond the con-
cessionary contract and consequently not in func-

24   Reasons also unaccepted by various decisions of the 
Administrative Courts

tion of the economic activity.”  
Asked during consultations, businesses and in-
dependent expert of the area relate this fact also 
with the conditionality of the tax administration 
to fulfil the monthly revenue plan. According to 
them, it is this plan which perhaps “conditions” 
the behaviour of the administration toward busi-
nesses and consequently the approval or not of 
the requests and the current VAT refund within 
the legal deadlines mentioned above. Mean-
while, based on the survey and on the consulta-
tions held with the businesses, e.g., during meet-
ings with some investors in the energy sector, 
there still persist the issue of “delays and non-ap-
proval of VAT refund related to expenditure occurred 
during project design and development stage.”

6. BUSINESSES OUTDATED 
INFORMATION BECAUSE OF THE 
DYNAMICS OF LEGAL CHANGES. 
CONTINUOUS COMMUNICATION 
ADMINISTRATION – BUSINESS TO 
ENHANCE THE COMPLIANCE OF 
BUSINESSES REGARDING THE TAX 
SYSTEM – STILL INSUFFICIENT.
Based on consultation meetings held with busi-
nesses, it came out that many of them, for exam-
ple in Elbasan, did not have all the necessary in-
formation on applicable VAT refund procedures, 
or risk system operation and legal amendments 
in this area during the last years. We learned from 
interviews with some of them that businesses re-
quest information in traditional ways, for exam-
ple, they directly contact the tax administration 
instead of using updated information on amend-
ed legislation, or the video-demonstration in the 
official webpage of the GTD25. They admitted 
that they decided whether to file an application 

25  https://www.tatime.gov.al/sq-al/Pages/Video-Gallery.aspx 
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for VAT refund or not after personally contact-
ing the tax administration. In most cases they 
had given up the VAT refund application from 
fear of tax controls, not receiving, thus, needed 
information on the automatic refund opportuni-
ties in cases when they classified as business-
es exporting over 70% of their total sales value. 
Lack of information on updated legislation and 
applicable procedures is also noticed among the 
administration itself26, experts or associations 
that defend the interests of a certain category of 
businesses as a whole. This is not only due to the 
dynamics the legislation goes through in Alba-
nia, as the Secretariat has previously identified27, 
but it is also the result of inadequate education 
and a mentality according to which efforts are 
made to avoid official communication with the 
administration. Preliminary studies conducted 
by the Secretariat found out that 1,457 officials of 
the tax administration have been trained during 
October 2015 – March 2016, while there is as well 
a training program for 2016. We would suggest 
including specific training on the dynamics of 
changes regarding VAT refund procedures (GTD 
webpage).

7. ON BUSINESS CLIMATE - OTHER 
FINDINGS
The following findings have been identified by 
businesses themselves when filling in Section 
III of the Survey on the problems in doing busi-
ness in Albania, and by the Secretariat during 
meetings and focus groups. To enable a compre-

26  In one occasion, during a tax inspection carried out 
in 2016 for an APR entity, the tax inspector had requested 
the order for the release of goods from the customs, as a 
justifying document. Meanwhile, MoF Instruction No. 6, dated 
30.01.2015 “On VAT” and DCM No. 953, dated 29.12.2014 
specify that the customs declaration is the only justifying 
document for exporters.
27  Refer to customs control

hensive analysis of findings with the objective to 
bring a more accurate information in this Tech-
nical Note, the Secretariat has also consulted 
with the customs administration. 

a. Applying reference prices at the 
Customs
Some businesses commented on the application 
of reference prices in some customs offices, for 
goods imported both from EU and non-EU coun-
tries. These businesses claim that even when 
they had all the documentation justifying the 
transaction (including original invoices which 
can be easily verified by the Albanian customs 
administration through information exchange 
with the customs administrations of exporting 
countries), they were still obliged to pay VAT at 
the customs, with VAT being calculated on the 
computed value based on reference pricing lists, 
in line with alternative evaluation methods. Ac-
cording to these businesses, customs’ failure to 
acknowledge the real price of the transaction/
invoice and application of alternative methods 
increases chances of corruption, due to direct 
contacts of economic operators with customs 
officers, confusion, lack of stability and room for 
evasive interpretation. Viewed from a broader 
perspective, this makes it difficult for the busi-
ness to ensure fiscal and financial compliance.
According to the customs administration at the 
beginning of this year it was established and 
made operational the National Valuation Data-
base as per WCO28 recommendations. National 
Valuation Database unifies customs valuations 
in different branches of customs and ensures 
equal treatment of all operators nationwide. 
Based on the current legislation regarding cus-

28  World Customs Organisation
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toms valuation of goods, the revaluation is done 
in cases where there is reasonable suspicion. De-
spite this, the customs administration is obliged 
to justify such interventions. 
GCD clarifies that the use of the method of trans-
action has increased.  Presently, the transaction 
method is used for about 88% of the declarations. 
Alternative methods are used mainly for goods 
originating outside the EU. The list of goods has 
been diminishing in number. For 2015, have been 
removed from the list 92 items while 83 items re-
moved for 2016.

b. Customs procedures/commodity 
codes
Some companies (apparel industry) have been 
subject to fines on the justification that the com-
modity code in the customs declaration was in-
correct, according to an assessment of the cus-
tom’s laboratory, which businesses say to have 
not received. They add that even after filing an 
administrative appeal they have not been provid-
ed with the laboratory results and “the answer to 
the appeal was vague, indicating only legal refer-
ences”. According to businesses, the code is as-
signed by the Customs Office of the other coun-
tries (e.g., Italy) and their change does not bear 
any financial consequences for the customs, 
because they are commodity codes for active 
processing regime goods, which are not, under 
any circumstances, subject to the customs’ code. 
For this reason, fines on these kinds of cases are 
considered by the business as excessive.
In the meantime, GCD clarifies that laboratory 
response should be sent to the businesses. Spe-
cifically, based on the Directive 8909/1, dated 
10.04.2014, article 6.2 /a, states explicitly that 
“the laboratory sends 2 copies of Certificate to Cus-
toms Branch. Customs branches have the obligation 

to attach to the customs practice the “Certificate of 
Verification of the type of goods and Tariff Classifi-
cation” issued by the Customs Laboratory. Customs 
branches send the other original certificate to 
the entity or its representative for information 
about the conclusions issued by the Customs 
Laboratory”.  Also, GCD informs that Ministry 
of Finance has proposed in the fiscal package 
for 2017, changes in the law on customs tariffs, 
where is proposed that for a significant list of 
products which are used by the apparel (cut-
and-trim) industries, customs tariffs become 0% 
starting from 1 January, 2017.

c. Non-release of customs guarantees 
and failure to timely communicate 
pertinent reasons to businesses
Even though customs procedures have im-
proved (as also confirmed by the Chambers 
of Commerce and Industry of Gjirokastra and 
Durrës), non-release of customs guarantees, set 
upon request of the customs administration, still 
remains a problem. It was reported during meet-
ings (2-3 cases) that even though the 6-month 
deadline needed for the guarantee had expired 
and the customs administration had already 
controlled the cleared goods, customs guarantees 
had not yet been released even following constant 
requests from businesses. Moreover, there was 
no answer whatsoever to businesses’ requests. 
The said businesses understood this to result 
from the pertinent customs offices’ need to in-
crease “their revenues”. 
After verifying with GCD this concern of the busi-
ness, GCD states that “These cases relate to bank 
guarantees hold by custom branches when they ac-
cept the transaction as customs value till the verifica-
tion of the invoice. There are cases when the reply from 
corresponding customs office is delayed more then 6 
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months (the legal deadline), then the customs cannot 
release the guarantee. This issue is not related to cus-
toms revenues, since the guarantees are seized in the 
bank and cannot be used by customs or business”.

d. Informality and unfair competition
Regardless of the positive impact of the mea-
sures that were applied during September –De-
cember 2015 against informality, these mea-
sures are currently becoming less persuasive. 
This has encouraged again a high degree of in-
formality, identified mainly among small busi-
nesses that execute transactions with the final 
consumer and which have been selling products 

without using fiscal devices. So as not to exceed 
the VAT threshold (5 million) these businesses 
refuse to take invoiced goods from businesses 
that sell at retail prices. In the conditions when 
retail businesses cannot legally sell with a fiscal 
invoice (fiscal device)29, but only through tax in-
voices, they end up reporting lower turnover and 
unfair competition from other entities that sell 
without an invoice by encouraging, thus, infor-
mality. This situation has brought about serious 
difficulties for honest businesses, distortion of 
the market and fair competition and, as a result, 
fewer revenues for the state budget from VAT or 
profit tax.  

29  Article 54/5 of Law No. 9920 dated 19.05.2008 “On tax 
procedures” (amended) stipulates that: “Until 31.3.2016, for 
any wholesale taxpayer who sells goods to buyers who do 
not exercise any commercial activities (individuals), the sales 
by invoice issued by the fiscal cash register shall not exceed 
10% of the taxable amount of the goods sold on the same tax 
period of the previous year, VAT excluded. As of 1 April 2016, 
wholesale taxpayers shall not be allowed to sell with tax invoice 
to buyers who do not exercise any commercial activities 
(individuals)“
(Amended by Law No. 99/2015, dated 23.09.2015. Published 
in the Official Journal No. 187, dated October 28, 2015).
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RECOMMENDATIONS
According to the IMF study30, it is suggested that the best VAT refund practices should have the follow-
ing characteristics:

 » Adequate prediction and monitoring systems to anticipate the degree of VAT refund applications;
 » The refund should take place within a reasonable legal timeframe (e.g. 30 days from the refund 

application) and be accordingly reported;
 » The administration should pay interest on late refunds;
 » The recoverable VAT amount should go for the payment of VAT and other tax liabilities.
 » Exporters should be refunded immediately.
 » The verification of VAT refund applications should be integrated in the broader tax control programs, 

where preliminary controls are limited only to high risk cases.
 » Appropriate sanctions should be applied for taxpayers who claim fraudulent refunds.
 » On reasonable grounds, taxpayers should have the right to appeal decisions of the tax administration 

that reject refunds.
 » The tax administration should offer clear information to the taxpayers on the rights and obligations relat-

ed to procedures that make a refund application valid.

30 IMF Working Paper, VAT Refunds: A Review of Country Experience, Graham Harrison and Rusell Krelove, November 2005

R ecommendations processed by the 
Secretariat as a remedy to the find-
ings of the survey and discussions 
held with the groups of interest are 

as below: 

RECOMMENDATION 1.

Respect deadlines set forth in the 
applicable legal framework.
Automatic VAT refund should continue to be ex-
ecuted within 30 days for taxable persons that 
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export more than 70% and between 50%-70% of 
their total sales value, according to the risk anal-
ysis, and within 60 days for all other taxpayers, 
again in accordance with the risk analysis. Con-
clusion of procedures within the ambitious dead-
lines set forth in the legal framework remains a 
challenge for the administration. Regardless of 
the fact that these deadlines can be somehow 
short, procedures should be carried out based on 
the following elements:

 » Efficient risk analysis criteria, as in Recom-
mendation No. 2.

 » Constant periodic training for the tax admin-
istration. 

 » Obligatory interest on late VAT refunds for 
tax administration to businesses, in accor-
dance with Article 76 of Law No. 9920. 

RECOMMENDATION 2.

Ease the procedural burden for the tax 
administration and businesses. 

 » Efficient application of the risk system to en-
able a reduction in practice of the number of 
controls, generally, of the tax administration 
(including controls on VAT refund). In this 
context cooperation and exchange of infor-
mation should be strengthened between the 
GTD and the GCD regarding risk assessment 
on VAT refund, as part of plans to conduct 
joint analysis on risk in tax and customs of-
fices31.

 » Consideration of the risk elements in cases 
when the business has shifted within a cer-
tain period of time, for example, 1 year to full/
thorough control to avoid the control on VAT 
refunds for tax periods included in this time-
frame. This element should be acknowledged 
in internal guidelines for GTD inspectors.

 »  Proper application of VAT refund principles 
when the taxpayer meets the basic criteria, 

31   IMF Country Report No. 16/143, Albania June 2016 

for example the amount of 400,000 ALL and 
for 3 consecutive months. Practices when the 
requested VAT amounts are acknowledged 
as recoverable to the businesses, but not re-
fundable on the basis of unreasonable doubts 
or not grounded on the legal framework 
should be avoided.

Some of the businesses and experts contacted by 
the Secretariat go even farther in their suggestion 
to simplify the process through automatic VAT 
refund on monthly basis for every recoverable 
VAT amount. They are of the opinion that the risk 
of abusive practices can be fully avoided in this 
case through the conduct of thorough controls in 
accordance with the criteria of the risk system, 
real-time exchange of information between in-
stitutions, such as for example between tax and 
customs administrations, tax and NBC etc. From 
the Secretariat’s viewpoint such a reform should 
be seen as a long-term objective, rather than as 
a realistic opportunity for short term implemen-
tation in the conditions when the administration 
and the businesses themselves are at very early 
stages of consolidating their activity to guarantee 
compatibility with the applicable legislation.   

RECOMMENDATION 3.

Transparency over internal procedures 
in addressing VAT refund cases.
It is suggested that an internal document on the 
tax administration is drafted and published – 
Rules of procedure for the VAT refund, detailing 
the fundamental principles and risk criteria, 
concrete steps, procedures and deadlines that 
various levels within the tax administration, in-
cluding the Risk Department, Control Depart-
ment and VAT Refund Department should bear 
in mind regarding this procedure. The document 
will enable the professional enhancement of in-
spectors, especially at the local level, but will also 
standardise the process from central to local lev-
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el. The publication of these Rules of Procedure 
is recommended as an expression of high stan-
dards of a transparent, accountable administra-
tion with a view on taxpayers. 

RECOMMENDATION 4.

Improve information offered by 
GTD through an interactive website 
(including a helpdesk or hub) for 
businesses, to enable the fiscal 
education of taxpayers and increased 
transparency, but above all, to 
facilitate a more structured service. 
From the Secretariat’s point-of-view and as 
businesses underlined, this information is indis-
pensable, but remains basic and does not offer 
guidance for businesses’ specific needs. It is nec-
essary that information reaches taxpayers in a 
more structured way, be it via the official webpage 
or through online training sessions, at set times, 
for certain business categories. For example, it is 
difficult for the average taxpayer to surf the cur-
rent webpage, even when searching for the most 
recent legislative amendments (2015-2016). 

RECOMMENDATION 5.

Budget plans should not determine the 
tax administration’s decision-making 
for refund delays on recoverable VAT. 
This recommendation was presented during 
the Focus Group meeting of the Secretariat 
with experts of the area on 07.11.2016. It was 
admitted that the tax administration is condi-
tioned in respecting VAT refund procedures, 
among other things, from the need to respect 
the plan of revenues generated from tax, as 
projected by the Ministry of Finance. Accord-
ing to the experts, the refundable VAT line 
must not be the responsibility of the tax ad-
ministration, but must be planned as a sep-
arate budget line. 

In this way the tax administration would avoid 
“conflict of interest” in accomplishing its rev-
enue plan on one hand and respecting dead-
lines for the refund of the recoverable VAT.

RECOMMENDATION 6.

The reform launched in 2015, should be 
structured, efforts for the enforcement 
of anti-informality measures should be 
improved
As the IC recommended during meeting 
No. 3 “Informality as a common Government 
– Business challenge” every measure in the 
context of the formalisation reform must take 
place in partnership with honest businesses. 
Constant application of measures against 
businesses which carry out their economic 
activities without issuing tax invoices must be 
of priority. The application of such measures 
should not only be punitive, but educational 
at the same time, for all taxpayers, and should 
finally aim to provide proper conditions for 
fair competition. 

RECOMMENDATION 7.

Businesses need to further build 
“their capacities” in terms of 
receiving timely and accurate 
information regarding any changes 
that affect the environment they 
operate in. 
The analysis of the Secretariat and meetings with 
all stakeholders found that, in order to provide 
this service to the business, it is indispensable 
for business associations to perhaps engage 
“dedicated people,”, by putting at their disposal 
timely and accurate information that would 
enable a more structured discussion and 
consultation process about changes affecting 
the businesses.
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T his analysis has been prepared by the Secretariat of 
the Investment Council as an “exploratory” step to stim-
ulate the debate due to the lack of previous studies 

in the BPO sector and based on the issues identified by the 
Secretariat with the aim to introduce pillars for intervention on 
the necessary improvements required by the business. The 
material was prepared by Ms Ermelinda Xhaja, Economic Ex-
pert and Mr Elvis Zerva, Legal Expert, under the direction of the 
Head of the Secretariat, Ms Diana Leka (Angoni). Supported in 
the organisation of meetings with partners, survey’s implemen-
tation and promotion, and language editing of the material, Ms 
Elisa Lula, Administrative and Communications Officer of the 
Secretariat. We thank for the special collaboration the admin-
istrators/CEOs of 17 interviewed companies, also the business 
associations, chambers of commerce, public institutions, and 
independent experts Ms Sidita Dibra and Ms Anni Dasho, for 
their contribution and suggestions in the process of finalising 
the recommendations. The views expressed herein are those 
of the authors and do not necessarily reflect those of the In-
vestment Council or the EBRD.
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ABBREVIATIONS

AOA Albanian Outsourcing Association
GTD General Tax Directorate
LB Labor Inspectorate
NLS National Labor Service
MES Ministry of Education and Sport
MIPA Ministria e Inovation and Public Administration
AIDA Albanian Investment Development Agency
MEDTTE Ministry of Economic Development, Tourism, Trade and Entrepreneurship
MSWY Ministry of Social Welfare and Youth
MoF Ministry of Finance

QUALIFIED WORKFORCE 
– AN OPPORTUNITY 
FOR INVESTMENTS

220 221



DESK
RESEARCH

33
INTERVIEWS

SURVEY
•  Semi-structured questionnaire
•  Online: 16 January – 5 February 2017
•  Interviews with senior management representatives of 17 BPO 
 companies which have employed around 9,000 people.

•  Strategy, laws/ bylaws
•  Studies of OECD, Swisscontact, Shtetiweb, 

EU, RisiAlbania, ILO, SE 2002, Models of 
countries in the region

•  INSTAT data

•  Officials from National Employment Service, 
Labour Inspectorate, Tirana Municipality, AIDA

•  Representatives of Business Associations such 
as AOA, AITA, FIAA, CCIs, Protik

•  Meetings with BPO businesses and experts on 
labour skills and BPO sector
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49%

HRs

Donors

Public Institutions

Associations

Businesses

OBJECTIVE OF THE ANALYSIS

METHODOLOGY 

 » Is there a potential for develop-
ment of investments in the sector 
with more added value services? 
If yes, do we have the quality that 
the labour market needs? 

 » To promote and structure the debate 
as an “exploratory” step  due to the 
lack of previous studies in the sector; 
to consider the business concerns; to 
present pillars for interventions. 
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1. STATEMENTS MADE BY STAKEHOLDERS IN THE SECTOR

2. CONTEXT – MACRO DATA

 »  Informality disrupts the market, and lowers the sector’s standard
 »  The model  of “the quality on service delivery” is missing, and requires training on career 

development
 »  Cheap labour cost is not the only advantage, but the work eagerness and motivation is higher, 

especially in certain professions
 »  We stand ready to contribute for a Local Web Digital Academy/campus in cooperation with 

Google, or Software House for establishing a “talent pool”
 »  Albania has the potential to become a data warehouse in the sector, investments on internet 

provision are already in place 
 »  In Albania there is workforce, but it is difficult to find “professional skill” as “soft skills” are missing 
 »  Albanians are very dynamic, eager to acquire new skills, motivated, but education in universities 

does not corresponds to the necessities of the market.

25.000 – 
30.000

considered the 
number of employees 

in the BPO sector, 
meanwhile there are 
requests for perhaps 

50,000.
1273 USD - 

PPP 
The public 

expenditures per 
tertiary students – 

WB
(5,130 USD-PPP in 

Serbia for 2012

46,1% 
Participation in 

workforce for age 
15 – 29 years  

INSTAT

146.756
Enrolled students for the 
school year 2015/2016, 

public and private - 
INSTAT

In public universities:
 121.638 – 

Polytechnic University: 
14,254, while University 

of Tirana: 30,471).

804 
Registered 

companies as Call 
Center – INSTAT 
 (17 companies 
with more than 

250 employees). 
According to 
ShtetiWeb in 
the list of 100 

companies with 
more employees 
there are 12 call 
centers with a 
total of 9,500 
employees
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POTENTIAL
FOR GROWTH

73% in survey

Limited labour 
market for 
massive 

BPO

Availability
of young

workforce

Good 
knowledge of 

foreign languages 
(Italian 

& English)

Quick 
adaptation to 
the workplace 

and work 
culture

Willingness 
to learn, 

the best in 
the region 
on Italian 
language

Low
Labour
Cost

3. PROFILE AND DYNAMICS OF SECTOR

The origin of foreign investments and potential investments in sector: 

 »  Italy:  There are existing investments focussed on call centre, but due to the uncertainty of legal 
changes in Italy there is a momentum of stagnations/shrinking 

 »  Germany:  There is an interest shown in the IT (developing and programming), but the lack of 
quality staff and limited knowledge of the German language has deterred investment 

 »  USA:  Shown some interest, but nothing concrete

 »  Clients:  Apple, Google, Vodafone, BBC, Amazon, LinkedIn, Facebook, etc.
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4. IS THERE A POTENTIAL FOR THE MARKET DEVELOPMENT?

Do you plan to introduce in the next 
12 months any of the following?

How do you evaluate the readiness of 
your employees to acquire new skills? 

5. IT SOFTWARE, ACCOUNTING AND CLIENT SERVICE – MOST APPRAISED 
SERVICES IN THE BPO IN ALBANIA (according to Secretariat’s Survey)
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6. WHAT ARE THE MAIN PROBLEMS ENCOUNTERED TOWARD LABOUR SKILLS IN 
THE FOLLOWING POSITIONS? (Secretariat’s Survey)

1

7

2
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3

3

4

1

1

3
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1

1
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1
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1
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4
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Educational level

Specific skills
on profesion

High staff
turnover

Insufficient capacity
to learn during work

Lack of experience

Concerns with
university / school
learning methods

Knowledge of
foreign languages

Communication
skills

IT/ software Technology support Management

Sales / Marketing Customer Service Accounting
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7. APPROACH TOWARD THE PROBLEMS OF “MARKET QUALITY”

 » Lack of experience 
from lack of 
practice.

 » Shortcomings in 
education and work 
ethics.

 » Weak technical 
qualification.

 » Training in the 
call-centers are 
basic, without 
possibilities for 
further development 
of employees.

 » Mainly the 
employees’ 
expectations are 
higher than what 
businesses can offer 
in reality. 

 » There is a high 
turnover of staff 
being trained 
incurring additional 
costs for businesses.

 » Low labour social 
cost is low incentive 
for less qualified 
jobs (call centres).

 » High informality 
in the sector – in 
the regions is 
thought to be more 
problematic. 

 » Diversification and 
sophistication of 
the business and 
market is going 
toward its peak. 
The Italian bill will 
constitute a problem 
for the sector. 

 » Different interest of 
actors.

 » Lack of a vision for the 
sector

 » Control for professions 
standards.

 » Lack of cooperation and 
state support for the 
training and qualification 
of professions.

 » No support or 
coordination with 
vocational training 
centers.

 » Labour Code in some 
aspects more advanced 
than reality.

 » Laws are okay, but not 
flexible on part time.

 » There are missing data 
for sector analyses, for 
example statistics on 
information technology. 

 » There are missing 
incentives for the sector 
and experts.

 » Education doesn’t match 
the specific needs of labour 
market. 

 » Curricula in universities 
should be oriented 
according to the business 
requirements for example  
professional master is not 
appraised the same as 
Scientific Master

 » Encourage memoranda 
between businesses and 
universities, to provide 
internship and degrees  
according to market 
requirements. no follow-up

 » Absent models for youth 
to motivate their need for 
acquiring. It is appraised 
(few but high quality) for 
the Faculty of Economics, 
Epoka, Austrian School 
in  Shkoder, Polytechnic 
University.

 EMPLOYEES  SECTOR  GOVERNMENT  UNIVERSITIES

8. COMING TO THE FOLLOWING CONCLUSIONS:

a) The sector has potentials for investment (that can turn into a success story) but 
limited to “size”, so it is needed to invest in the quality that creates “added value” 
in certain segments or professions such as IT. Low labour cost should not be a 
“factor” in the decision-making. 

b) We can say that now have a “pool” of well-trained specialists in existing BPOs who 
may be subject to more profiled training as trainers on the creation of “talent” 
sector skills. But the market does not solve the problem of “quality” but only 
makes it visible, while “suffering“ from it. 

c) Education and training systems (although we find a higher sensitivity), lacks 
serious engagement of the business in the curricula and in the monitoring of 
internships, career offices or even the early involvement of students on “project-
base learning”. 

w w w . i n v e s t m e n t . c o m . a l

FINDINGS AND 
RECOMMENDATIONS

1. IN GENERAL
FINDING 1.
1. Informality has damaged the image, stan-

dards and rules of this sector.
2. “Advanced skills” are critical elements for 

the performance of the sector, while there  
is a gap in the quality of the curricula at 
certain levels of education.

3. BPO sector lacks of statistics which could  
lead to a thorough and deeper analysis.

4. The lack of a systematic analysis on the 
current and future needs of business (sec-
tor) about the “skills” and the necessity for 
a vision which establish a sustainable co-
operation between business and state.

RECOMMENDATION 1.
1. Strengthening of the association and its in-

creasing role in the fight against informality. 
State (GDT, Inspectoriates) to apply the regu-
latory standards that enable fair competition 
in the sector (initiated pilot campaign).

2. To consider as soon as possible the integra-
tion of the new knowledge at certain levels 

of education with focus on: analytical skills 
(problem-solving), foreign languages, com-
puter skills, communication skills. Intern-
ships to be standard practices and subject of 
curricula - project business model-universi-
ty- teaching. Accreditation process of univer-
sities to consider monitoring of state-busi-
ness practices on internships.

3. To establish a working group (INSTAT, AIDA, 
BPO Association, Ministry of Education and 
Sports, etc.) to scan the sector, its statistics, 
cooperation model with VET and business.

4. Creation of a WEB-Platform (AIDA, busi-
ness, universities, etc.) to support business 
in recruiting-hiring personnel and thesis/
project proposals to be implemented.

2. BPO BUSINESS MODEL WITH MOST 
QUALIFIED SERVICES
FINDING 2.
1. No structured cooperation University-Busi-

ness (Deloitte positive model with the Fac-
ulty of Economics, Local Eyes with Epoka 
University).
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2. Practical skills gap between curricula and 
market needs, especially in IT. The low im-
plementation of internships model. Manda-
tory practices (internships) are considered 
as formal from both businesses and stu-
dents.

3. 3. Lack of incentives for certain professions, 
such as in the field of IT.

RECOMMENDATION 2.
1. Increase of partnership among universities, 

private sector and Labour Offices through 
strengthening of Career Offices in intern-
ships, practices and students hiring; early 
career counselling in schools.

University curricula to fit the specific industries 
through the implementation of projects and 
subjects to development by the local business 
environment. Intervention in university curricu-
la to implement programs related to the growth 
of analytical and practical skills of students. 
Flexibility in offering knowledge by the public 
universities through short-term innovative pro-
grammes in partnership with the business: Busi-
ness Academy (intensive programmes 1-3 days 
in certain areas, e.g. consulting in management 
and operations, taxes, drafting business plans, 
feasibility studies, etc.). Certifications issued af-
ter successful completion should be accredited 
by the Ministry of Education and Labour as an 
added value to access labour market.
The initiative for creating a “pool of talents” 
in the IT sector who can be identified through 
competitions or other activities that may be or-
ganized in cooperation with vocational schools, 
high schools and/or universities with focus in IT.
2. Incentivising the sector through coverage of 

the  health & social security expenses for the 
period of internship in businesses (6 months 
-1 year) in certain professions considered as 
priority such as economic, IT, engineering, 
etc. 

3. Support to business initiatives for the cre-
ation of continuous training centres in tech-
nology and innovation (Digital Academy), as 
well as software house “for the creation of a 
pool of certified IT experts. 

To be taken into consideration, incentivising 
of trainings i.e. IT companies winners of public 
procurement funds to provide training and in-
ternships in IT for students or fresh graduates for 
internships in relevant professions in the context 
of the tender won for a certain time period.

3. BPO BUSINESS (CALL CENTER)
FINDING 3.
1. Frequent employee turnover, high training 

costs for the BPO sector  (e.g. social insur-
ance during training period). Initial trainings 
are made mainly by the businesses; there-
fore, there is little interest by the business for 
continuous trainings.

2. Employment Offices and Centers for vo-
cational training do not meet the sector’s 
needs. Workforce registered in Employment 
Offices is very unqualified. The recruitment 
is made by the companies themselves.

RECOMMENDATION 3.
1. Promotion of good HR Management practic-

es of several large companies in some other 
companies through business associations, 
HR forums organised by academic institu-

w w w . i n v e s t m e n t . c o m . a l

tions and businesses, and Ministry of Social 
Affairs, including:
a. Analysis of the request for competences 

according to the BPO sector;
b. Accurate definition of “Value Preposi-

tion” offered to the working forces by 
BPOs: apart from the salary, develop-
ment cycle of professional skills in these 
companies, career path in medium and 
long term, trainings being offered and 
how much competitive will be the com-
petences earned from this work;

c. Development of politics for motivation 
and maintaining qualitative staff in the 
long term;

d. Etc.
The State to consider as an incentive, to cover the 
social contributions for the first-time training (up 
to 1 month). The business to cover only insurance 
for work accidents.
2. Capacity building and monitoring by the Em-

ployment Offices to respond with employ-
ment and qualification programmes as per 
BPO business needs.

3. Discussion with shareholders on the estab-
lishment of an BPO Academy for the re-qual-
ification of the workforce, by licensed train-
ers, under the support of the central or local 
government as per public-private partner-
ship model (Protik) or TEDA model.
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DISCUSSION

 » Attraction of new investors and 
markets diversification (BPOs) are 
the current demands, but they are 
conditioned by:

 »  More structured coordination between the 
business and public institutions, especially 
to promote the sector where AIDA may play 
a more proactive;

 »  Investments in the human capital for a more 
skilled labour market—conditioned by the 
quality of education, training and maybe lat-
er incentives of sector or all at the same time? 
Time is ticking…

THE MARKET IDENTIFIES THE GAP 
IN SKILLS QUALITY, SUFFERS FROM 
IT, BUT IT DOES NOT SOLVE THE 
PROBLEM

w w w . i n v e s t m e n t . c o m . a l

MATRIX OF RECOMMENDATIONS

QUALIFIED WORKFORCE – AN OPPORTUNITY FOR INVESTMENTS  
 

SECTOR OF BUSINESS PROCESS OUTSOURCING (BPO)

 
 
INVESTMENT 
COUNCIL 
SECRETARIAT
February 2017

FINDING RECOMMENDATION RESPONSIBLE 
INSTITUTION 

TIME-TERM

1. Informality has damaged the image, 
standards and rules of this sector. The in-
formal employment entities performing in 
black distorts competition by encouraging 
a high turnover of employees from one 
employer to another.

Recommendation 1. Strengthening of the role of AOA and other as-
sociations in the fight against informality. State (GDT, Inspectorates) to 
apply the monitoring competencies to enable fair competition in the 
sector (to be initiated with pilot campaigns).

AOA
MF/GTD

LP
MEDTTE

Short-term

2. “Advanced skills” are critical elements 
for the sector’s performance, while there 
is a gap in the quality of the curricula at 
certain levels of education.

Recommendation 2. To consider as soon as possible the integration 
of the new “core” knowledge at certain levels of education with a 
focus on 1) analytical skills (problem-solving), 2) foreign languages, 3) 
computer skills, 4) communication skills.
Internships to be standard practices and the subject of curricula - 
project business model-university- teaching. The accreditation pro-
cess of universities to consider monitoring of state-business practices 
on internships.

MES
UNIVERSITIES

BUSINESS 
COMMUNITY

Mid-term

3. BPO sector lacks of statistics which 
could lead to a thorough and deeper anal-
ysis.

Recommendation 3. To establish a working group (INSTAT, AIDA, BPO 
Association, MES, etc.) to scan the sector, its statistics, cooperation 
model with VET (Vocational Educational Trainings)  and business.

INSTAT
AIDA
AOA
MES

MSWY 
MEDTTE

Mid-term

4. The lack of a systematic analysis on the 
current and future needs of the business 
(sector) about the “skills” and the necessi-
ty for a vision that establishes sustainable 
cooperation between business and state.

Recommendation  4. Creation of a WEB-Platform (AIDA, business, 
universities, etc.) to support business in recruiting-hiring personnel 
and thesis/project proposals to be implemented by the business.

AIDA
AOA

BUSINESS
UNIVERSITIES

MEDTTE

Initiated/On-
going
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5. No structured cooperation University-
Business (Deloitte positive model with the 
Faculty of Economics, Local Eyes of Age).

Recommendation 5. Increase of partnership among universities, 
private sector and Labour Offices through the strengthening of Ca-
reer Offices in internships, practices and students hiring; early career 
counselling in Universities.
Recommendation 6. University curricula consider the specific indus-
tries by implementing projects and subjects to development by the lo-
cal business environment. Intervention in university curricula to imple-
ment programs related to the growth of analytical and practical skills 
of students. Flexibility in offering knowledge by the public universi-
ties through innovative short-term programmes in partnership with 
the business: Business Academy (intensive programmes 1-3 days in 
certain areas, e.g. consulting in management and operations, taxes, 
drafting business plans, feasibility studies, etc.). Certifications issued 
after successful completion should be accredited by the Ministry of 
Education and Labour as an added value to access the labour market.
Recommendation 7. The initiative for creating a “pool of talents” in 
the IT sector that can be identified through competitions or other ac-
tivities that may be organised in cooperation with vocational schools, 
high schools and/or universities with a focus on IT.

MSWY 
NLS

UNIVERSITIES

MES
UNIVERSITIES

MEDTTE 

MES
MEDTTE UNI-

VERSITIES
BUSINESSES

Mid-term

Mid-term

Mid-term

6. Practical skills gap between curricula 
and market needs, especially in IT. The 
low implementation of the internships 
model. Mandatory practices (internships) 
are considered formal from both 
businesses and students. 

Recommendation 8. The Ministry of Social Welfare and Youth to con-
sider the possibility of having the state, not the entrepreneur, provide 
for the social and health insurance contributions for the first month of 
work (training period) of newly hired staff in labour intense and in-de-
velopment sectors such as BPO (companies that operate activities for 
services outsourcing & call centres). (According to the Recommenda-
tion No. 2.3 of IC Meeting dated 27.04.2016).

MSWY 
MZHETTS

Short-term

7. Lack of incentives for certain 
professions, such as in the field of IT.

Recommendation 9. Support to business initiatives for the creation 
of continuous training centres in technology and innovation (Digital 
Academy), as well as software house “for the creation of a pool of 
certified IT experts. 
Recommendation 10. To be taken into consideration, incentivising 
of training, i.e. IT companies winners of public procurement funds to 
provide training and internships in IT for students or fresh graduates 
for internships in relevant professions in the context of the tender won 
for a certain time period.

MIPA
MEDTTE 
MSWY 

BUSINESS

Mid-term

Mid-term

8. Frequent employee turnover, high 
training costs for BPO sector (e.g. social 
insurance during training period). Initial 
training is done mainly by the businesses; 
therefore, the business has little interest 
in continuous training.

Recommendation 11. Promotion of good HR Management practices 
of several large companies in some other companies through busi-
ness associations, HR forums organised by academic institutions and 
businesses, and Ministry of Social Affairs, including:
a) Analysis of the request for competencies according to the BPO 

sector;
b) Accurate definition of “Value Preposition” offered to the working 

forces by BOPs: apart from the salary, development cycle of pro-
fessional skills in these companies, career path in the medium and 
long term, training being offered and how much competitive will be 
the competencies earned from this work;

c) Development of politics for motivation and maintaining qualitative 
staff in the long term;

BUSINESS Ongoing

9. Labor Offices and Centers for Vocational 
Training do not meet the sector’s needs. 
Workforce registered in Labor Offices is 
very unqualified. The recruitment is made 
by the companies themselves.

Recommendation 12. Capacity building and monitoring by the Em-
ployment Offices to respond with employment and qualification pro-
grammes as per BPO business needs.
Recommendation 13. Discussion with shareholders on the establish-
ment of a BPO Academy for the re-qualification of the workforce, by 
licensed trainers, under the support of the central or local government 
as per partnership model public-private (Protik) or TEDA model.

MSWY 
NLS

MSWY 
MEDTTE 

AIDA
BUSINESS

Ongoing

Long-term
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N0. 

FINDINGS AND OTHER RECOMMENDATIONS 
SUGGESTED DURING THE MEETING*

TIME-
TERM

1.

Flexibility of Labour Code and BPO Sector
There is an urgent need to review the legal framework and especially the Labour Code. The Labour Code 
does not help; instead, it prevents the development of the BPO sector. The problem is not only with the 
larger penalties but the rigidity of the law. BPO sector performs an activity 24 hours a day and 7 days a 
week, including Sundays and public holidays. In this sector, once signing the contract and job assigned 
shifts, the employee has no opportunity to choose whether to come to work or not. The labour code does 
not facilitate this activity, moreover indirectly, it brings high costs to enterprises. The time has come for this 
sector to be managed via an Ad Hoc, which will summarise the specifics of this sector.

 2.
There is a need to control instruments upon which it is monitored and double-checked the employee 
medical reports. Since there is a high number of employees, there is also a high cost of medical reports 
for enterprises.

3.

Confidentiality and BPO Sector
We must work to increase the responsibility of the employees to respect the norms regarding privacy—a 
very sensitive issue to foreign investors, in which regard they could be subject to penalties. It is important 
to work on this subject with the Office of the Commissioner, and classes can be offered in enterprises.

4.

Staff Recruitment
BPO should be assisted in hiring skilled staff via cooperation agreements with the relevant institutions. 
Great help for recruiting would be the creation of a database containing candidates with the skills re-
quired by BPO.

·  These recommendations do not reflect the position of the Secretariat but those of some participants in the 
meeting.

Matrix of Rekomandimeve- QUALIFIED WORKFORCE – AN OPPORTUNITY FOR INVESTMENTS SECTOR OF BUSI-
NESS PROCESS OUTSOURCING (BPO) summarises the recommendations discussed on the Meeting of the In-
vestment Council dated 13.02.2017, as provided by the Secretariat, AVASANT study and by the participants in 
the meeting. The Matrix also serves as the Secretariat’s Internal Monitoring Plan so that it follows up on the 
implementation of Recommendations as per the following terms:

• Short-term - from 1 month to 6 months.                                 
• Mid-term – from 6 months to 1 year. 
• Long-term- over 1 year.
• Ongoing
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READINESS OF LABOUR 
MARKET REGARDING THE 
INVESTMENT POTENTIAL OF 
ALBANIA’S BPO SECTOR
QUESTIONNAIRE FOR BPO COMPANIES
January 2017

B usiness Process Outsourcing (BPO) 
in various areas is considered to have 
global potentials, which could be-
come a “success story” in terms of in-

vestment (either domestic or foreign) in the years 
to come. This survey is intended to assess the 
needs of the companies from the perspective of 
readiness of the labour market in Albania in re-
sponding to the investment opportunities in the 
sector. How enabling is the current environment, 
and how it could be improved to seize these op-
portunities? What are the impediments and the 

opportunities from the perspective of the compa-
nies which operate in this sector?
The findings and suggestions resulting from 
this survey will be discussed in the upcoming 
Investment Council Meeting. The approved rec-
ommendations of the Investment Council will 
be submitted to the Albanian Government for 
further considerations. Your opinion is very im-
portant in identifying the intervention measures 
to support and enhance the quality of the sector. 
The collected information from this survey will 
be treated in confidentiality.

w w w . i n v e s t m e n t . c o m . a l

Section A:  Profile

Name of the company _________________________________

A1.  Location of the company: Municipality _____________

A2. Ownership of the company (over 50% of the capital):
 □ Domestic 
 □ Foreign, country of origin ___________

A3. When did your company start its activity (year)? ______________

A4.  Describe the main activity of your company _______________________________________________
____________________________________________________________________________________________
___________________

A5. Number of employees ___________

A6. List the business services you offer as per the sector you operate in and the country you sell your 
service to, starting from the service that occupies the largest volume.

Service Sector Country

1.

2.

3.

4.

5.
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1. v

Seksioni B:Section B: Employees’ Skills

B1.  For the following categories (if they correspond to your activity), please specify the number of em-
ployees and rate from 1 to 5 the respective indicators (5 is the most positive assessment) (You may 
add other categories as per the nature of your work):

Category No. of employees Quality* Availability* Productivity* Labour Cost*

1 Accounting 

2 Customer Support

3 Sales/Marketing 

4 Management

5 Technology support/DVP

6 IT/Software  

7 Data entry 

8 Other (Specify)

B2. For the following categories, if you encounter gaps or difficulties, please tick the main rea-
sons referring to the following issues. 

Category 1 Category 2 Category 3 Category 4

1 Education level

2 Specific profession skills 

3. Employee turnover

4. Insufficient capacity to learn at work

5. Lack of experience

6 Problems with the learning methods at university/school

7 Knowledge of foreign languages 

8 Communication skills

9. Other (specify)

B3. How do you assess the willingness of your employees to acquire new skills? 

 □ Show no interest    
 □ Show indifference   
 □ Show interest  
 □ Show a lot of interest 

w w w . i n v e s t m e n t . c o m . a l

1. v

B4. What actions does your company take to resolve the lack of skills of existing employees?
          (You can choose up to 3 options)

 □ Replace the staff
 □ Improve the recruiting methods of new staff
 □ Increase in-house training sessions
 □ External Training
 □ Solutions within the company (re-organisation)
 □ Application to a government employment scheme (employment promotion funds) and   
 □ ocational training
 □ Use of external consulting
 □ Other (SPECIFY) 

B5. Do you foresee recruiting new employees in the upcoming 12 months?

Yes                                                

No  »  SKIP TO QUESTION B7

B6. For which professions do you foresee recruiting in the next 12 months? Based on your expe-
rience, do you find it difficult to find the right people to fill these vacancies? (You can add addi-
tional lines)

No. Specify Profession Is it difficult to find?

1 Yes No Do not know

2

3

4

B7. Do you have a training structure within your company?

Yes                                                

No  
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B8.  Does your company have a specific budget line for training purposes?

Yes                                                

No  

B9. Does your company perform a periodic assessment of skills and training needs for the em-
ployees?
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________

B10. Have you had any cooperation with the educational system and the vocational training sys-
tem? If yes, please comment on this cooperation. (You can select more than one option)

Institution Yes/No/Comments

Universities 

Public Centres for Vocational Training 

Experienced employees engaged in training centres 

Private Centres for Vocational Training

Other, specify

B11. Have you applied to employment promotion programs provided by the National Employ-
ment Service?

Yes                                                

No   »  SKIP TO QUESTION C1

I do not know »  SKIP TO QUESTION C1

B12. In which employment promotion programs has your company applied to/participated 
in? Please provide any comments on the relevant program?
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________

w w w . i n v e s t m e n t . c o m . a l
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SECTION C:  DEVELOPMENT OF SECTOR 

C1. In the past 12 months, what has been the economic trend of your company as per the following 
indicators (write Yes or No, or figures in percentage):

Indicator Increased Reduced No change

The volume of business

Number of employees

Investment

C2. For the following factors, based on your general opinion, please rate from 1 to 5, respective im-
pact in increasing the business volume in your sector, where: 1- extremely important; 2- impor-
tant; 3- somewhat important; 4- insignificant. Please submit the reasons for such assessment.

Factor Rank Reason

Finding markets 

Human resources 

Legal framework

Fiscal burden

Infrastructure

Unfair competition/informality 

Others (specify)

C3.  Do you plan to introduce any of the following items in the next 12 months?
Item Yes No Do not know

New services  

New technologies  

Expanding existing 
services
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C4. If you have plans for growth as per question C3, please specify in which sectors and 
markets you foresee operating in? (You can add more lines in the table)

Services Sector Country

1.

2.

3.

4.

C5.  Which of the countries in the region do you see as competitors concerning your sector’s 
working force skills?

 □ Kosovo 
 □ Bosnia and Herzegovina 
 □ Macedonia, FYR 
 □ Montenegro 
 □ Serbia

C6. What do you think are the strengths of the BPO sector in Albania?
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________

SECTION D:  PROPOSAL FOR INTERVENTIONS 

D1. In your opinion, which are:
a) The legislative/fiscal/administrative measures to be taken by the state to support your 

sector in particular?
______________________________________________________________________________
______________________________________________________________________________
_____________________________________________________

b) The programs to be offered by educational and training institutions (public and pri-
vate) to support your sector in particular (e.g. training courses for more value-added 
services)?

________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________
____________________________________________________

w w w . i n v e s t m e n t . c o m . a l
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c) The public programs for employment promotion to support your sector and relevant 
measures to facilitate the access to such programs. _________________________________
________________________________________________________________________________
________________________________________________________________________________
__________________________

d) Does the country have specific incentives to promote the sector? If no, please provide a 
list of Incentives the service providers should be provided? __________________________
________________________________________________________________________________
________________________________________________________________________________
_______________________________

D2. How the current employment policies have impacted your business?
_______________________________________________________________________________________
_______________________________________________________________________________________
_______________________________________________________________

D3. Suggestions for specific measures to support your sector, e.g.:

• More dedicated service from Albanian Investment Development Agency (AIDA)
 ________________________________________________________________________

• Readiness for partnership in establishing joint training and qualification centres for BPO 
_________________________________________________________________________

• Online platform for sectors skills in the country
 _________________________________________________________________________

• Industrial zones for BPO
_________________________________________________________________________

• Other___________________________________________________________________ ________
________________________________________________________________________________
________________________________________________________________________________
___________________________________________________
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ABBREVIATIONS

AEO Authorised Economic Operator
NFA National Food Agency 
EU European Union
CEFTA Central European Free Trade Agreement 
GCD General Customs Directorate
IC Investment Council
SAI Supreme Audit Institution
MF Ministry of Finance
WTO World Trade Organisation
OECD Organisation for Economic Cooperation and Development
RCC Regional Cooperation Council
IP Relief Inward Processing Relief
UNECE United Nation Economic Commission for Europe 
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T he facilitation of customs procedures 
and the need to have them correctly 
implemented by the customs admin-
istration constitute the centre of con-

stant interest from the business community. 
The Secretariat has held meetings with circa 
400 businesses since April 2015 to date, and 
numerous concerns have been put forth regard-
ing several customs procedures that are mainly 
related to the use of available data for the deter-
mination of the customs value (hereinafter re-
ferred to as “reference prices”); the high number 
of controls; unjustified bureaucracies related to 
the physical submission of several documents 
(lack of a single-window); tariff classification of 
goods; non-release of customs guarantees with-
in the legal deadline, lack of an efficient mecha-
nism for addressing administrative appeals at 
the GCD; the scanning fee, etc. 
The businesses’ request to modernise customs 
procedures was often underlined in the perti-
nent section dedicated to the investment climate 
in the Secretariat’s Surveys, as a precondition for 
diminishing business costs, reducing the level of 
corruption, facilitating trade and, as a result, in-
creasing the competitiveness of Albanian com-
panies in the international market. 
In its last meeting of 2016, the Investment Coun-
cil voted its 6-month agenda for the first half of 
2017, approving the topic “On the facilitation of 
customs procedures” for which the IC asked the 

Secretariat to prepare this working document. 
The object of the working document is to bring to 
the attention some of the most sensitive prob-
lems businesses face – which are related to im-
port and export customs practices – and offer 
recommendations resulting from consultations 
held with stakeholders in an effort to concretely 
facilitate procedures. 
This working document does not exhaust all 
concerns businesses have raised at the Secretar-
iat during these last two years, but it aims to sys-
tematically present findings and recommenda-
tions to swiftly and concretely address them. The 
document presents, among others, an overview 
of some positive steps taken from 2014 onwards 
to harmonise the customs legislation with the EU 
legislation and simplify several procedures, such 
as those related to exporters.
In an effort to gather concrete suggestions to ad-
dress specific problems reported by the business 
community and the simplification of relevant 
customs procedures, the Secretariat prepared 
some open questions and uploaded them online 
during March-April 2017. Also, to confirm the 
findings and recommendations of this working 
document, the Secretariat has consulted sever-
al national and international documents and 
reports and has held individual meetings with 
several businesses and experts of the area. Also, 
sectorial aspects in agro-processing and con-
struction were taken into consideration before-
hand in meetings with stakeholders. 
Suggestions and recommendations collected 
during this broad consultation process are re-
flected in this working document following a dis-
cussion held on 20th April 2017 with a group of 
experts from the customs administration and 
businesses.

INTRODUCTION
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T he primary responsibility of cus-
toms authorities is to oversee inter-
national trading in the Republic of 
Albania by contributing to open and 

fair trade, in line with commercial policies and 
policies of other sectors of the Albanian econ-
omy, which affect trade and security of all the 
trade chain1. 
Albania has made progress regarding further 
facilitation of trade and customs procedures 
to reduce the time and cost of the import and 
export procedures. This fact has also been 
mentioned in the World Bank Doing Business 
report, where Albania held a very favourable 
position in the region and not only (see Figure 
1). Therefore, Albania ranked 24th and 22nd in 
the trading across the Borders index in 2017 in 
2016, respectively.  

1  Article 2/1 of the New Customs Code

 Figure 1.  Countries of the Western Balkans in the 
Trade Index across Countries 

Source: Doing Business Data, World Bank

Chapter 29 of the 2016 EU Progress Report 
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unit between customs and tax administra-
tions, increased use of customs risk and tax 
risk control systems, 24-hour camera surveil-
lance, better detection of corruption cases, 
the approximation of legislation (local clear-
ance procedures, trademark and patent legal 
framework), fight against informality and the 
launch of the New Computerised Transit Sys-
tem (NCTS). 
The country has also experienced an increase 
in the volume of commercial exchanges both 
in imports and exports in the last 10 years (see 
F 2). The trend of machinery and equipment 
import, in particular, has obviously increased 
during the last 2 years (see Figure 3), influenced 
in particular by the import of machinery by TAP 
Project.

The Albanian economy began its revitalisa-
tion during 2016 - 2017 with the expectation 
to continue the growth in the next four years 
(2017 - 2020) at an average rate of 4%.2 It is 
believed that commercial exchanges will in-
tensify in the context of further opening up to 
international markets, CEFTA commitments, 
EU membership progress and expectations 
for further economic growth. Therefore, busi-
nesses expect the public administration, es-
pecially customs and tax administrations, to 
respond to additional growth opportunities 
and address procedural aspects that further 
relieve the administrative burden and the re-
lated, direct or indirect costs. 

2  IMF, World Economic Outlook Data
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T he steps taken by the Secretariat to 
identify the business reaction on cus-
toms procedures and draft the rele-
vant consolidated recommendations 

with a group of actors were as below:
 » Desk-research of the legislation, strategic 

documents and reports of international in-
stitutions such as the EU, OECD, UNECE, 
RCC, etc.

 » Prepare a list of open questions, upload 
them online and discuss them during face-
to-face interviews with the businesses. 

 » Hold around 25 meetings (36 people) with 
importing and exporting companies, con-
sulting firms, customs administration, 
Ministry of Finance and the Ministry of 
Economy. Meetings were also held with 
businesses in the districts3.

 » 23 companies answered the questions via 

3  Durrës, Korça.

the IC website.
 » Hold consultations with customs, tax and 

business administration experts (18 partici-
pants) in a roundtable meeting to discuss in 
advance the most likely and most important 
recommendations to be submitted to the In-
vestment Council.

Also, aiming at a sector-specific identification 
of problems businesses face regarding cus-
toms procedures, the Secretariat considered 
both the agro-industry and construction sec-
tor in particular for the weight they bear at the 
level of commercial exchanges in either export 
or import and contribution to the domestic 
industry. Based on a list, import and export 
companies in these sectors were notified and 
asked by e-mail to fill in an online question-
naire on the IC website.

METHODOLOGY

w w w . i n v e s t m e n t . c o m . a l

1. FACILITATION OF CUSTOMS 
PROCEDURES
In recent years, the Albanian Government and 
the customs administration have undertaken 
several tangible steps to offer more simplified 
customs procedures and improve communica-
tion with businesses and communication within 
the administration itself. Among other things we 
can mention:

a. The Green Channel as the 
implementation of risk analysis at the 
customs
After the project’s launch at the Port of Durrës at 
the beginning of 2015, the functioning of the Green 
Channel is now already consolidated. The Green 
Channel is a selection model of risk analysis, the 
implementation of which, through risk indica-
tors in the ASYCUDA system, allows clearance of 
goods without the need to undergo documentary 
control and physical examination of goods. This 
procedure is considered to offer relief in terms of 
customs practice and better distribution of hu-
man resources by the customs administration, 
but it is also considered a better control system 
for businesses that have clear records in dealing 
with tax and customs administrations. Green 
Channel means “selection without customs control”, 
where companies carry out customs clearance 
procedures with the customs agency without 
customs personnel. Selection of the business for 
the green channel is made based on the docu-
mentation and automatically by excluding, thus, 
chances for human intervention. This measure is 
translated into speedy procedures, fewer admin-
istrative barriers, reduced time (from 3 hours to 
10 minutes) and fewer expenses for the business. 
This procedure has proven to be efficient, espe-
cially for the export of agricultural products.

b. Joint transit system
The joint transit system between Albania and 
Kosovo was finalised in December 2016 through 
the automatic interconnection of electronic sys-
tems. This system enables businesses to initiate 
a transit procedure in Albania or Kosovo and 
conclude it in the other country by avoiding un-
necessary border controls and considerably re-
ducing the time and costs for entrepreneurship.

c. Ongoing Projects:
 » One of the Government’s projects in the 

framework of the e-government reform, still 
under construction, is the Single Window 
for customs. The project is thought to sim-
plify procedures through the online applica-
tion through a single window at the customs, 
which will be interconnected to the systems 
of other institutions.

 » GCD is working on the finalisation of the 
e-customs portal, designed to offer services 
in real-time not only for businesses but also 
for individuals. The portal’s idea is to allow 
economic operators to make verifications 
and submit various applications related to 
the customs administration. Entities may 
directly verify online the fees, excise docu-
ments, fees and other customs duties, etc.

 » In cooperation with the Kosovo Customs, the 
Albanian customs have started a joint project 
to establish the Customs Operations Office 
of Kosovo at the Customs Branch in Durrës, 
a project that is currently being finalised. 

 » Integrated Tariff Management System 
to EU model – started activity at GCD in the 
framework of the 2-year IPA 2013 Twinning 
Project “Preparation of the Albanian Customs 
Administration for the EU-Integrated Tariff 
Management System”.
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 » Preparation of the Customs Administration 
from the legislative and procedural point of 
view regarding the interoperability  of the 
Transit system with NCTS of European 
Union – in the framework of the twinning 
project by IPA 2012. 

 » Participation in DG TAXUD “Customs 
2020” Program to support the functioning 
and modernisation of the Customs Union to 
strengthen the domestic market through the 
collaboration of participating countries and 
their respective customs authorities and rep-
resentatives. 

2. LEGAL FRAMEWORK 
The legal framework regulating the customs 
procedures has been continuously updated due 
to the need to align it with the acquis communau-
taire, the Stabilisation and Association Agree-
ment, the agreements with the 2006 CEFTA 
member countries, international conventions, 
etc. The New Customs Code4 was approved in 
2014, and its provisions will fully enter into force 
by 1st June 2017. Until the new provisions become 
fully effective, the articles of the Law No. 8449 
dated 27.01.1999 “Customs Code of the Republic 
of Albania” and its respective implementing pro-
visions will be partially applied. For the purposes 
of this working document, references are made 
accordingly to both Codes.

4  Article 291 of Law No. 102/2014 dated 31.07.2014 
amended by Law No. 32 dated 02.04.2015, sets forth the 
entry into force of new provisions in 3 stages: Stage 1- 15 
days following publication in the official journal, Stage 2 - from 
1 January 2015 and Stage 3- from 1 June, 2017. 01.1999 
“Customs Code of the Republic of Albania”. The new Customs 
Code is aligned with some EU acts, the most important ones 
being: 1) Regulation 952/2013 “On the Union’s Customs 
Code”, 2) Regulation of the Council (EC) No. 1186/2009, dated 
16 November 2009, “On relief from ustoms duty”; 3) Directive 
2007/74/EC, dated 20 December 2007, “On the exemption 
from value added tax and excise duty of goods imported by 
travellers”

a. Novelties of the new customs code 
The Customs Code addresses Authorised Eco-
nomic Operators (AEO) for the first time. The 
AEO status has the following advantages for an 
economic operator:  

 » Access to the centralised clearance proce-
dure (“Centralized Clearance”) enables AEOs 
to lodge customs declarations and pay duties 
from their registered office in most cases. 

 » More favourable customs control treatment 
than other economic operators, in accor-
dance with the type of authorisation issued, 
including fewer physical examinations and 
fewer documentary controls. 

 » Permission to move goods that are still un-
der temporary storage. In addition, the AEOs 
benefit from the deferral of payments based 
on a reduced guarantee amount (compared 
to other non-AEO operators, who must pro-
vide a full guarantee amount).

Operators who may apply for AEO status must 
meet rigorous requirements and criteria, includ-
ing adequate security and safety standards. The 
latter are considered met when the applicant en-
sures proper safety and protection measures for 
the international trade supply chain, including 
physical integrity and access control, cargo-spe-
cific logistical procedures and treatment, and 
identification of its business partners. The new 
Customs Code provisions pertaining to AEOs en-
tered into force on 1st January 2015, and the GCD 
has not yet granted AEO status to any operators 
to date because no businesses have applied for 
such status. 
The other simplified procedures outlined in 
the new Customs Code aim to facilitate proce-
dures by reducing both time and financial costs 
for economic operators and increasing legal cer-
tainty for them. One of the simplified procedures 

w w w . i n v e s t m e n t . c o m . a l

of the new Customs Code, currently being im-
plemented, is the clearance procedure carried out 
in the premises of the economic operator, known as 
“local clearance”5. The GCD has currently issued 
7 sauthorisations for local clearance to econom-
ic operators that meet the warehouse physical 
integrity and security criteria. The use of “lo-
cal clearance” is conditioned by the use of data 
processing computer systems for the lodging 
of electronic customs declarations and notifi-
cations, in line with the relevant provisions for 
these techniques or systems. 
Clear specification of the commissions or omis-
sions that constitute violation of the customs 
rules (administrative offense) in the Republic 
of Albania. These violations are differentiated by 
the behaviour of the offender, severity of the of-
fence, and some are categorised based on wheth-
er there is objective responsibility or negligence. 
Different from the sanctions provided for in the 
previous Customs Code, sanctions for adminis-
trative offences are more proportionate. Some 
sanctions in fines have been reduced multiply, 
being more educative rather than punitive. It is de-
termined that when applying sanctions, the cus-
toms authorities should consider the nature and 
circumstances of the offence, including its rate of 
recurrence and duration, whether there is a “trust-
ed trader” involved, the amount of evasion, etc.
Rules for temporary storage. From a proce-
dural point of view, the new Customs Code also 
provides for changes to the temporary storage 
rules, including the extension of the storage pe-
riod up to 90 days and the possibility to move the 
goods under temporary storage without transit 

5  Provisions about the local clearance procedure have been 
added to DCM No.366, Dated 30.04.2015 “On some changes 
and additions to decision no. 205 of the Council of Ministers, 
dated 13.4.1999, “On the implementing provisions of the 
Customs Code” as amended”. 

procedures, comparing it to the short-terms as 
currently stated by the Customs Code into force6.

b. Secondary legislation 
Secondary legislation has been subject to con-
tinuous review to remove unclear procedures. 
Several customs procedures and practices were 
unified at this end, the most important of which 
are the following: 
1. Instruction no. 5, dated 31.03.2016, “On the 

application of provisions concerning customs 
and excise violations”, aiming to include all in-
structions on customs violations with a view 
to their correct implementation and uniform 
treatment of customs violations.

2. Manual no. 2, dated 31.03.2016 “On risk man-
agement and the right to examination based on 
risk analysis”. The purpose of the manual is to 
have an efficient risk management process, 
as a whole, and justified and transparent op-
erational decisions without compromising 
quality;

3. Instruction no. 8, dated 27.07.2016 “On carry-
ing out goods’ weighing procedures at customs 
offices” This act facilitates customs control 
procedures and brings relief for economic 
operators because the examination is done 
based on the risk analysis of the weight, dou-
ble weighing is not carried out, and the prac-
tice of issuing customs clearance certificates 
for empty vehicles is avoided.

4. Instruction no. 10564, dated 22.04.2016 “On 
simplified procedures, customs clearance in 
the premises of the economic operator” (Local 
Clearance).

6  10 days from the submission date of the summary 
declaration in case of goods transported via naval route and 5 
days from the submission date of the summary declaration in 
case of goods transported differently from the naval route.
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T he Findings and Recommendations 
section reflects only the most import-
ant aspects discussed with business-
es and experts regarding reference 

prices, customs controls, tariff classification, 
and so on. The recommendations below can be 
grouped into a) recommendations that require 
the enhancement of secondary legal framework; 
b) recommendations that do not require legal and 
sub-legal amendments, but which require that 
the customs administration rigorously enforces 
customs provisions in force; c) recommenda-
tions the implementation of which requires in-
vestment and operational/technical changes.
The following findings and recommendations 
are not exhaustive and do not undertake to defin-
itively address all business issues or concerns re-
garding customs procedures (i.e. concerns relat-
ed to the role of customs for protection of marks 
& patents as raised by some businesses).  This 
section does not include the findings and recom-

mendations regarding the administrative appeal 
in the field of customs, which were addressed by 
the Secretariat in its meeting of 02.03.20167 and 
which continue to remain relevant even today. 
For ease of reference, findings and recommen-
dations are divided according to topics they ad-
dress:

1. CONSOLIDATION OF THE CUSTOM’S 
LEGAL FRAMEWORK WITH THE 
SECONDARY LEGISLATION 
Finding 1:
Albania has a well-defined legal 
framework that reflects EU directives 
in the customs field but not yet 
consolidated with by-laws 
Consequently, this legal framework is expect-
ed to be consolidated by secondary legislation 
(DCMs, Instructions, Orders, etc.), which should 

7  “Improving Dispute Resolution Mechanisms between 
Business and Public Administration” 
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break down the basic principles of the Code and 
effectively enable the proper implementation of 
its principles for purposes of improving the cli-
mate of cooperation between the customs ad-
ministration and businesses. During the meet-
ings held, it was found out that businesses have 
not been consulted or informed about whether 
sub-legal acts will be drafted or not or when they 
will be finalised to enable the correct application 
of the Customs Code.

Recommendation 1. 
Due adoption of the secondary 
legislation and consultation with 
business as a good practice for 
increasing partnership 
As noted in this working document, the GCD 
should use the transition phase - until the re-
placement of the customs legal framework and 
entry into force of the new Customs Code on 1st 
June 2017 - in meetings and roundtables with 
businesses, experts, customs agencies, business 
associations, etc., to hear opinions, to inform all 
interested parties about the drafting of these by-
laws and to hold consultations with them, with 
a focus to DCM “On Implementing Provisions of 
the Customs Code”, as being of particular impor-
tance. 
Although consultation on by-laws is not legally 
binding, this should be seen as a good practice 
to promote partnership between customs ad-
ministration and businesses and find tangible 
solutions related to the practical aspects of the 
application of the Code. Apart from drafting a 
good quality legal and sub-legal framework and 
enhancing it continuously, sthe administration 
and businesses should focus on adequate and 
standardised implementation of customs proce-
dures and practices while limiting case-by-case 

interpretations that create room for arbitrariness 
and corruption.

2. THE DYNAMICS OF THE USE 
OF REFERENCE PRICES AND THE 
FOLLOWED PRACTICE
The Customs Code8 clearly states that the trans-
action value is the basic method of determining 
the customs value of goods. However, valuation 
according to available data, known as reference 
prices, is a well-known practice used by Alba-
nian customs. The reference price9 is the prac-
tice by which the customs authorities determine 
the customs value of goods based on specific 
standards separate from the import transaction, 
in particular for the importation of goods from 
risky destinations (i.e. China), for which the ex-
change of information between customs admin-
istrations is not possible, or for which there are 
doubts that transaction invoices are fictitious. 
For example, in the Secretariat questionnaires 
filled in online, some businesses reported cas-
es when reference prices were also applied to 
goods imported from the EU, USA or Turkey.
Clearances at the transaction value have been 
significantly reduced in recent years. According 

8  The applicable Customs Code adopted with Law No. 
8449 dated 27.01.1999 (as amended) addresses the value 
of goods for customs purposes in articles 34-36, whereas 
the new Customs Code, adopted with Law No. 102/2014 (as 
amended) addresses the value of goods for customs purposes 
in articles 65-67. The methods for determining the customs 
value of goods does not have essential changes in both laws 
and recognise the transaction value as the main grounds for 
the determination of the customs value of goods (read: the 
invoice value). 
9  Reference prices as an alternative method of customs 
valuation of goods are recognised as such by the Agreement 
on Implementation of Article VII of the General Agreement on 
Tariffs and Trade 1994, which is also known as the Valuation 
Agreement. Pursuant to article 7 of the Valuation Agreement, 
“member states are specifically prohibited from using the 
minimun customs value and arbitrary or ficticious value as 
grounds for the customs valuation, which would apparently 
include the use of such reference prices”.
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to the GCD10, in 2015, 89% of import clearance was 
carried out at the transaction price, and only 11% 
of such clearance was carried out through other 
alternative methods11, based on the number of 
customs declarations. While in 2016, the import 
clearance with transaction price reached 88%, 
based on the number of customs declarations12. 
It is worthy of mentioning that for a large catego-
ry of imported goods with a substantive impact, 
the reference price it is determined based on the 
sources of information (Reuters Agency, interna-
tional bulletins and market stock-exchange, etc.) 
as defined under the Session II of Instruction No. 
25 dated 30.11.2007 of MoF “  On the procedures 
for the examination of the customs value, sources of 
information and deadline for the publication of the 
file with available data and the clearance of vehicles 
and their spare parts”.
The revaluation based on reference prices di-
rectly affects the customs duty/VAT paid by the 
entity and creates competitiveness problems in 
the market. 
From one standpoint, the use of reference pric-
es limits open competition, and the principles 
of a free-market economy confine the parties’ 
contractual freedom to negotiate lower prices of 
goods based on the volume of purchases or be-
cause of exclusivity clauses. On the other hand, 
the use of reference prices by the customs ad-
ministration is viewed as an opportunity that 
offers protection from the risk of losing customs 

10  http://www.dogana.gov.al/node/1115 
11  Reference prices are one of the alternative methods for 
the determination of the customs value of goods and shall be 
applied as a last resort only when it is impossible to determine 
the customs value by other methods. 
12  For example, the transaction value is applied for: products 
of animal origin, not elsewhere specified or included. Live 
animals, meat and eatable parts of meat, photographic and 
cinematographic goods, fish and crustaceans, molluscs and 
other aquatic invertebrates, impregnated textile fabrics, coated, 
covered or laminated; etc.

revenues due to the use of fictitious invoices by 
businesses or even as a market protection mech-
anism. However, both viewpoints recognise that 
the use of reference prices should be considered 
an exception to determining the customs value of 
the goods and not as a rule. Even when reference 
prices are applied, the customs administration shall 
notify in writing the importer of the method applied 
and the reasons for the use of this method13.  

Finding 1.
Businesses say that there are still 
prejudications by the customs 
administration regarding imported 
goods’ invoices; therefore, the 
administration applies reference 
prices. Businesses are not provided 
in written with arguments for the 
revaluation based on reference prices.
Reference prices create a deadlock in rela-
tions between businesses and Customs, and 
Tax Authorities. The Customs Code foresees 
the determination of value according to avail-
able data as the last alternative method. How-
ever, contacted companies say that when the 
customs administration does not recognise 
the value of the transaction, it immediately 
uses reference prices without giving reasons 
and arguments why. The customs authority 
applies reference prices even when the eco-
nomic operator can submit all the documenta-
tion relevant to the price presented to the cus-
toms (invoice, contract, SWIFT payment) and 
the necessary arguments. Some businesses 
pretend that the Customs administration does 
not exhaust all procedural means of seeking 

13  Article 7, paragraph 3 of the Agreement for the 
Implementation of Article VII of the Framework Agreement on 
Tariffs and Trade 1994.
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from businesses information/additional doc-
uments or clarifications about the transaction; 
thus, it does not investigate the existence of 
“reasonable doubt” but presumes the fictitious 
transaction value instead. 
Additionally, there are claims that the customs 
authorities fail to notify the economic operators 
in writing about the alternative method (refer-
ence price) used and provide relevant justifica-
tion for the customs re-evaluation. This practice 
deprives economic operators of the real oppor-
tunity to respond, violating point 81 of the Im-
plementing Provisions of the Customs Code and 
making the entire procedure non-transparent. 
Businesses also claim that even when the use 
of the reference price is communicated to them, 
the reasoning provided by the customs author-
ity is superficial, which makes businesses feel 
more confused about the reasons that lead to the 
non-recognition of the transaction value. Follow-
ing the procedural and substantive aspects (re-
lated to the reasoning and content of the decision 
of the Customs Administration) also serves the 
courts to determine and decide on the disputes 
between economic operators and customs ad-
ministration.

Finding 2.
Different applications of reference 
prices in various customs branches 
There is a perception and, in some cases, also the 
experience of businesses, according to which 
customs branches in the districts, except for Ti-
rana and Durrës, apply reference prices more 
extensively. According to some companies, un-
even practices lead to a higher likelihood for 
subjective and often arbitrary judgment. There 
are cases when even for goods coming from EU 
countries, which are considered as no-risk coun-

tries of origin, there are, again, reference price 
applications. In at least 2 cases reported to the 
Secretariat, different customs valuation practic-
es have been noticed for the same commodity in 
different customs branches. According to GCD, 
following the WTO recommendations, since 
May 2016, a national customs valuation data-
base has been established and is functioning, 
enabling the implementation of Methods 2 and 3 
of the customs valuations14, which is accessible 
to each customs branch. However, according to 
the GCD, the unification of goods valuation is not 
always possible because their real value is de-
termined by numerous indicators that affect the 
price of goods.

Finding 3.
Use of reference prices as a tool 
for the revaluation of the costs 
of international transport of 
containerised goods 
Some businesses and customs agencies report-
ed that reference prices have also been applied 
to revaluate international transport costs of 
containerised goods, separating from the value 
of customs value of goods. Specifically, there 
are cases where an import invoice for purposes 
of the customs value of the goods is valid (trans-
action value) even though the imported goods 
are from China, while reference prices of 2100 
USD or 4200 USD are applied to determine the 
value of international transport by container, 
depending on the size of the container, even 
though the payment for the transportation is 
made via bank transaction within the Republic 
of Albania and the transaction is easily trace-
able.

14  According to the identical and similar goods
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Finding 4. 
Outdated list of available data
The list of available data (reference prices) is pub-
lished on the GCD website though it is not easi-
ly noticeable. Meanwhile, the date when the list 
was last updated is not clear, and it is reported 
that there are products the prices of which have 
not been updated for over a year, or cases when 
reference prices for certain products have long 
been lower than the price of products on the 
international market (for instance, tires). The 
use of prices that are not current to market de-
velopment (such as electronics and technolog-
ical products, household appliances, container 
transport, tiles, etc.) creates a chain of inaccura-
cies when applying customs duties, in domestic 
market prices and double declarations by busi-
nesses, one for customs purposes, and another 
for fiscal and tax purposes. However, the further 
consolidation of the national valuation database 
is expected to limit the use of data available from 
customs branches.

Finding 5.
Businesses feel the pressure of 
SAI audits results for customs 
administration 
Various businesses say that one of the reasons 
the customs administration applies reference 
prices is its intimidation by the Supreme State 
Audit. This fact is confirmed by the customs 
administration itself, according to which the 
SAI often considers “economic damage” to have 
been caused as a result of the recognition of the 
transaction value for purposes of the customs 
value. In such cases, the SAI says that there was 
an inadequate analysis of the indicators provid-
ed for in paragraph 2 of the MoF Instruction No. 
25, dated 30.11.2007, “On the procedures for the 

examination of the customs value, sources of 
information and deadline for the publication of 
available data file and the clearance of vehicles 
and their spare parts”. The Instruction requires 
the Customs Administration to analyse the 25 
indicators as a whole. Not only is it difficult for 
businesses to meet these indicators altogether, 
but it is also difficult for the customs administra-
tion to analyse them within a short time. Failure 
to comply with even one of the indicators raises 
a “suspicion” about the value of the transaction 
and consequently sets the basis for finding viola-
tions in the customs administration procedures.
The customs administration feels “compelled” 
to comply with the subsequent recommenda-
tions issued by the State Supreme Audit Institu-
tion (SAI), unjustly transferring the burden on 
businesses through customs revaluation. Even 
though the customs administration itself may 
disagree with the SAI’s recommendations (which 
are not legally binding to be applied a priori by the 
customs administration), it still prefers to meet 
these recommendations even when their imple-
mentation illegally undermines legal and eco-
nomic rights acquired by economic operators. By 
acting in such a way, the administration entities 
feel protected from “bias”, administrative mea-
sures, or criminal charges that may come from 
SAI’s recommendations. It is alleged that when 
dealing with the control of specific customs 
cases, or declarations that relate to private enti-
ties rather than auditing the activity of the state 
administration, the SAI acts out of its functional 
duties set forth by law. Actual cases of admin-
istrative measures taken by customs branches 
against businesses “for purposes of implementing 
the SAI recommendation following the SAI’s control 
of the files on the customs warehouses of the entity ...” 
were reported to the Secretariat.
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Recommendation 1. 
Clearly record and trace in the GCD 
internal system how the customs value 
is calculated 
According to the customs legislation, the cus-
toms authorities shall prioritise the recognition of 
the value of the transaction based on documents 
such as invoices, contracts, SWIFT payments, 
customs declarations. When there is reasonable 
doubt about the declared value, customs au-
thorities shall notify in writing their suspicions, 
in accordance with the customs legislation, by 
allowing economic operators to respond and 
substantiate their declaration. Reference prices 
should serve only as an “indicator risk of price”, 
which should lead to an investigation of the case 
and not serve as a shortcut for the customs ad-
ministration in determining the customs value of 
goods and disciplining the internal market. 
To clarify the procedures, for both the customs 
administration and businesses is suggested: 
1. A more comprehensible manual with the steps 

to be taken for customs revaluation (reviewing 
Instruction No. 25, dated 30.11.200715), by re-
ducing the indicators that need to be analysed/
followed by the customs officials in recognis-
ing the value of the transaction. 

2. The final inspection act should clearly iden-
tify all the steps followed and should be for-
matted in the system to document alterna-
tive ways of valuation.

3. The customs authorities shall make avail-
able to the economic operator (either printed 
or electronically) the act of inspection, which 
keeps records of the customs value and the 
results of physical control if any.

15  Instruction No. 25 “On the procedures for the examination 
of the customs value, sources of information and deadline 
for the publication of the file with available data and the 
cleareance of vehicles and their spare parts”.

Recommendation 2. 
Update the list of available data on the 
website
To increase transparency and businesses’ trust, 
it is necessary to refresh the list of available data 
with its updates’ history. It is preferable to in-
clude information on the consultation process 
with businesses or other sources and the date of 
the update.

Recommendation 3. 
The GCD should publish data on the 
application of reference prices and the 
most commonly dealt cases related to 
the origin of goods, their nature, etc.
The GCD should periodically publish monitoring 
reports or, as part of the annual activity report, 
the progress of the application of alternative val-
uation of customs values, especially reference 
prices, about the most typical cases, etc. 

Recommendation 4. 
MF and GCD to consider with an order/
instruction the removal of reference 
prices for the costs of transport by 
container.

Recommendation 5.
Interpretation through a Council of 
Ministers Decision of procedures must 
be followed to adequately meet SAI 
reports’ recommendations16.  

16  This issue has been the object of the IC’s analysis in 
the context of the topic: “On improving dispute resolution 
mechanisms between the business and public administration” 
in March 2016 and part of the matrix of recommendations 
to this end. Given that this issue emerges cyclically in the 
relations of institutions among themselves and with businesses, 
as well, the Secretariat deems that this issue must be given 
more attention for purposes of finding a solution.
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Public administration bodies, including the cus-
toms administration, should establish working 
groups to review the tasks and recommendations 
given by the SAI, avoiding their a priori and auto-
matic fulfilment, especially where their arbitrary 
implementation and retroactive effect violates le-
gal certainty and legitimate business rights. This 
would also reduce the costs for the state budget 
in cases when the courts would render justice 
for businesses, and the state would be obliged to 
compensate businesses for damages caused.

3. CHANGE OF TARIFF CLASSIFICATION
The tariff classification of goods is done accord-
ing to the combined nomenclature of goods de-
pending on the nature of the goods, and, in most 
cases, the customs code is specified in the in-
voice. The nomenclature of goods is internation-
ally standardised.

Finding 1. 
Non argumented change of the tariff 
classification of goods
Such a change by the customs administration 
has a financial impact on businesses because 
it can shift to the customs tariff or the reference 
price and because an administrative measure 
associates it with an erroneous classification of 
goods. Companies are concerned about the func-
tioning of the customs lab, and the lack of com-
munication by customs branches of lab analysis 
results for tariff classification (for example, the 
case of importers of raw materials for inward 
processing in the footwear industry). On the oth-
er hand, the Customs Administration argues that 
businesses themselves, or their customs agen-
cies, do not have the necessary knowledge and 
expertise and, as a result, do not show careful-
ness in the tariff classification of goods. 
Meanwhile, another issue that needs to be con-

sidered is the failure of the customs agency to pro-
vide the necessary detailed information for en-
abling the customs valuation, which occasionally 
provides incomplete information on the charac-
teristics of the products, thereby conditioning the 
product analysis by the customs administration.

Finding 2. 
Limited use of Compulsory Tariff 
Information - Lack of Awareness from 
Businesses
It is evidenced that businesses have inadequate 
knowledge on the right to request compulso-
ry tariff classification by the GCD. Decisions on 
mandatory tariff information are valid for a pe-
riod of 6 years17. The GCD’s website provides in-
formation on the legal basis, forms of application 
and sauthorisation, and its validity. Currently, 
only two decisions on compulsory tariff classifi-
cation are published. 

Recommendation 1.
Customs Branches shall inform the 
business via written response to the 
conclusions of the Customs Laboratory 
when taking a sample for analysis by 
arguing the reasons for changing the 
tariff classification of the goods.

Recommendation 2. 
The Compulsory Tariff Information 
guidelines should be more visible on the 
GCD website and publish all decisions 
taken on such requests by the business 
for obligatory information. At the 
same time, cooperation with business 
associations should be enhanced as their 
role to encourage the use of this tool. 

17  According to the new Customs Code the timeframe is 3 years
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4. PHYSICAL EXAMINATION EFFICIENCY 
The risk management system determines based 
on risk criteria/indicators (company, tariff clas-
sification, origin, procedure, etc.) the channel in 
which the customs declaration will go through 
and the nature of the control - whether docu-
mentary, physical and/or scanning. Physical ex-
amination is carried out when the declaration is 
selected on the red channel in the system (.), and 
it implies inspections of the load in its entirety in 
the presence of a Customs Officer and, in special 
cases, in the presence of representatives from 
Anti-smuggling unit. Meanwhile, there has been 
an essential change in the risk management con-
cept and the establishment of a partnership be-
tween the administration and businesses due to 
the implementation of the green channel (with-
out physical and documentary inspections). 
According to the GCD, the risk system’s use has 
considerably reduced the inspections, at 7.6% 
of customs declarations for the first quarter of 
2017, compared to 13.9% for the same period in 
2016. However, this ratio remains relatively high 
compared to European practices of risk analy-
sis-based inspections, ranging from 3% to 5%. 
Even so, this ratio should be considered within 
the Albanian context. On the one hand, there are 
the challenges of security and protection of bor-
ders, and on the other hand, the commitments on 
the facilitation of trade.

Finding 1.
Physical controls remain frequent and 
repeated 
Businesses complain of numerous physical in-
spections even after the use of the scanner. There 
are goods and companies selected repeatedly as 
risky in the red channel, even though companies 
have a good record with the customs and contin-

ue to import the same item. During consultations 
with the Secretariat, businesses brought up for 
discussion the issue of updating the risk indi-
cators as per the nature of products and history 
of the company. In some cases, the physical in-
spections determined in advance by the ASYCU-
DA system overlap with the controls from other 
GCD structures, such as the Anti-smuggling unit, 
which manually select cargo for physical inspec-
tions performed immediately after the goods 
have left the customs point. 
However, according to GCD, the number of over-
lapping controls is very low, while updating risk 
indicators is a dynamic and continuous process. 
It is acknowledged that information and data 
provided by customs branches, which work dai-
ly with economic operators, is essential for the 
efficacy of the centralised risk management sys-
tem. 

Finding 2.
High costs for businesses during 
physical inspections and lack of 
inadequate premises for physical 
inspections 
When companies go for a detailed physical in-
spection, they should load and unload the goods 
by bearing respective costs18. Businesses say 
that the premises where physical inspections 
are carried out are inadequate in most customs 
branches, thus increasing the risk of damag-
ing the goods, either due to weather conditions 
or because of the character of imported goods 
(such as food items, for instance). According 
to the GCD, physical inspections should be per-
formed at the premises of customs branches 

18  According to the customs legislation the costs for loading 
and unloading goods during the physical examination are 
borne by the economic operators.
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that are equipped with a 24-hour CCTV system. 
Meanwhile, the conduct of physical inspections 
in the warehouses of economic operators is au-
thorised only in limited cases for demolishable 
goods or in need of specific control conditions 
(e.g., controlled temperature). 

Recommendation 1.
Publication of data on types inspec-
tions (excluding data on risk indicators 
or findings from controls that serve 
only for internal use within GCD) as 
part of the annual performance report 
of the customs administration to in-
crease transparency and accountabili-
ty to taxpayers.

Recommendation 2. 
Consider the possibility of reducing 
the percentage of physical inspections 
through the continuous update of risk 
indicators, investment in Intelligence 
and IT systems and coordination of 
inspections with the General Tax 
Directorate (use of blue channel)19. 
Ongoing investments in information technolo-
gy to enable the updating of indicators and ex-
change of information among law enforcement 
agencies will increase the efficiency of the risk 
management system. These measures will also 
address the requirements of the new Customs 
Code regarding the preliminary risk analysis 
based on prior submission of information by 
economic operators. The functioning of the Blue 
Channel would make it easier to have efficient 
audits for fiscal purposes and to follow the whole 
chain of trading and manufacturing activity. Cus-
toms must respond to inspections with the right 

19  Examination following clearance of goods.

technology, e.g., customs scales must always be 
calibrated, customs cameras must be functional, 
etc., for everything to be monitored and verifiable 
in case of need or complaints.

Recommendation 3.
Build adequate premises for 
physical inspections at the customs 
branches. Being unable to fulfil this 
recommendation in the short term, 
the number of physical inspections 
carried out at the premises of 
economic operators in the presence 
of representatives of the customs 
authority during the unloading of the 
goods should be increased. Achieving 
this objective requires support from 
the Government with a budget and 
human resources available to the GCD.

5. OTHER FINDINGS AND 
RECOMMENDATIONS
a. Online communication of the Customs 
Administration with businesses/
authorisations 

Finding 1.
Businesses say that they spend 
unreasonable time in the procedures 
for the issuance of various 
authorisations, such as in the case 
of machinery and equipment Inward 
Processing Relief (IPR) etc. 
The necessary documentation for various au-
thorisations or requests must be submitted in 
writing; it should be filed and, as appropriate, 
it may take up to two weeks to be processed. It 
takes about 6 working days to get a temporary 
relief regime authorisation. In addition, it is re-
quired the foreign customs clearance papers and 
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attestation by the customs branch showing that 
the operator carries no liabilities. The self-dec-
laration, which is part of the documentation re-
quired for the VAT exemption procedure for the 
import of machinery for investment purposes, 
is required to be notarised, which seems redun-
dant and bureaucratic.

Recommendation 1. 
Applications for sauthorisations should 
be made online. 
1. Applications for authorisations or attesta-

tions to be submitted online and be acknowl-
edged the scanned documents. 

2. The businesses should not be requested to 
provide the customs administration the at-
testation on their financial situation when 
the customs administration can verify itself 
in the system.

b. Customs working hours for exporters

Finding 1. 
Exporting businesses, mainly those 
under IPR, have raised their concerns 
over the limited customs working 
hours, especially in the Customs Office 
of Tirana, in receiving customs export 
declarations, which are claimed to be 
accepted until 12:00.
Due to the very nature of the work of these busi-
nesses that depend on the maritime transport 
schedule, it is requested that declarations be re-
ceived even after 15.00 hrs. The working hours 
for each Customs point as per nature of work can 
be found on the GCD website. At the border cus-
toms points working hours have been consider-
ably extended until late hours. 

Recommendation 1.
Businesses need more clarity regard-
ing published and actual working hours 
at customs points. GCD to monitor the 
actual implementation of the working 
hours published on the website.
 
c. Inter-institutional cooperation and 
coordination (e.g. NFA, customs, taxes, 
etc.)

Finding 1. 
Reported by businesses lack of 
prompt communication between public 
institutions such as the customs 
administration and tax administration 
in the case of certain certifications 
related to fiscal liabilities.
Currently, for the 24-hour import of birds for 
purposes of obtaining the sAuthorisation for 
VAT Exemption at the customs, a number of 
documents, which should normally be accessed 
online among institutions, are requested to eco-
nomic operators. Thus, an entity performing this 
procedure must first be provided with a certif-
icate from the Regional Directorate of Agricul-
ture according to which the entity exercises its 
activity in the field of agribusiness and another 
by the Regional Tax Directorate proving that the 
entity has no liabilities. In order for the Regional 
Tax Directorate to issue the certificate, proof is 
needed from the Regional Directorate of Road 
Transport Services, according to which the en-
tity is not a debtor to this institution. There are 
claimed for not sufficient coordination between 
customs and NFA in particular on the working 
hours at border customs points. Inter-instuction-
al cooperation is very important in the context of 
sfinalising the “Single Window” project.
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Recommendation 1.
Enhance the online exchange of 
information or access to a certain 
amount of information, e.g., the 
case of fiscal liabilities, to reduce 
the burden on businesses and to 
increase the speed of processing trade 
exchanges. 
Explore the possibility of joint controls and in-
spections at the local customs level with taxes, 
such as in the case of importing machinery and 
equipment.

d. Institutionalisation of Information 
and Consultation with Businesses

Finding 1. 
There is a need for a better approach 
of GCD in consulting and informing 
the businesses. The website should 
be better structured for users to make 
the information more accessible. 

Recommendation 1.
Reconfigure the website; preferably 
test it with businesses to make it more 
informative and usable by businesses. 
It should be enriched with information and ex-
planatory guidelines in Albanian and English. 

Consider the possibility of online registration 
of businesses to get real-time notifications and 
news. It is suggested that the information be up-
dated and supplemented with clarifications and 
guidelines for businesses and be provided in the 
English language, also.

Recommendation 2.
Consider publishing a consultation 
agenda with representatives of the 
business community and maybe 
sectorial ones. Consult with groups 
of interest on the implementing 
provisions of the new Customs Code 
being drafted by the GCD and the 
Ministry of Finance is crucial. The 
number of consulted companies, 
should be an indicator of GCD 
performance and part of the annual 
report. 
The Secretariat can serve as a mechanism to 
provide consultation opportunities with certain 
groups of interest.

Recommendation 3. 
Financial support to the GCD for 
establishing a dedicated structure 
to provide ongoing assistance and 
communication with economic 
operators and business associations.
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CONTENTS S ince its establishment in April 2015, 
the Investment Council (IC) has 
tackled a range of business climate 
concerns by providing concrete rec-

ommendations to the government. Part of these 
concerns has been identified through direct con-
sultations with stakeholders and online surveys 
conducted by the Secretariat of Albania Invest-
ment Council. IC Members proposed monitoring 
the tackled issues to identify pertinent changes 
and their course in the perception and experienc-
es of the business. In this context, the objective of 
the survey “On Some Aspects of the Investment 
Climate” was to identify the progress on main 
business concerns on three main pillars: i) Tax 
Inspection and Relations with Tax Administra-
tion; ii) VAT Refund, and iii) Informality. These 
issues were already tackled during 2015 – 2016 
in dedicated IC Meetings, where concrete rec-
ommendations were delivered to relevant insti-
tutions. 
A separate section of open questions was made 
available at the survey for the businesses to ex-
press some investment climate concerns faced 
by them in their business activity or even in the 
sector where they operate. In addition, the Sec-
retariat intended to compare some of the main 
findings of this survey with the results of the pre-

vious 2015-2016 IC Surveys on the issues men-
tioned above.  
This survey does not attempt to be all-inclusive 
and generalised in its findings but to bring in a 
structured way the perceptions and experiences 
of 146 companies that have responded to the sur-
vey randomly and anonymously. 
Throughout the development and implementa-
tion process of the survey, the Secretariat con-
sulted experts from the General Tax Directorate 
(GTD), Ministry of Finance and Economic, and 
independent academics from Epoka University. 
The quantitative results of the survey have been 
tested for their reliability with statistical meth-
ods from the professors of Epoka University.  
The survey findings described in Section 4 will 
serve to focus the discussion and provide con-
crete suggestions in the following for the Invest-
ment Council on concerns that remain sensitive 
to the business. Some of the main messages of 
the survey are summarised as follows: 

 » An increase in the number of inspections, 
mainly for businesses with an annual turn-
over of over 8 million ALL, identified more in 
the form of fiscal visits and onsite visits rather 
than full inspections, especially in the sec-
tors of trade and services.  

 » Improvements in the tax inspector’s profes-
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sionalism, especially in regards to the com-
munication, behaviour, and ethics toward 
the business. However, the business still 
perceives a need for investing in the capaci-
ty building of the tax inspectors to better re-
spond to its needs. 

 » A significant increase in the overall assess-
ment of the tax inspection report, although 
problems are reported, especially regarding 
the content of the report and its findings/
conclusions. 

 » Significant improvements in respecting the 
VAT refund deadlines, especially for compa-
nies exporting over 70% of sales, where the 
number of refunds is reported to have been 
increased considerably within 60 days as 
well as automatic refund, while there are still 
reported cases of refund beyond 90 days.   

 » An improvement is identified in the transpar-
ency and communication with the business 
through e-tax service and information provid-
ed by the tax administration and awareness 
on the application of the risk system in the 
selection for tax inspection. It is essential to 

continue with the digitalisation of services 
for the taxpayers.  

 » It remains a challenge the continuous education 
of taxpayers on the dynamics of fiscal legis-
lation and raise the professionalism of tax 
administration in providing better clarifica-
tions to the taxpayers.  

 » There is a decline in the perception of the 
business regarding the extent of the informali-
ty compared to 2015; meanwhile, the income 
tax/VAT threshold, the relationship with the 
administration and enforcement of law re-
mains main factors that encourage informal-
ity. 

 » Reducing administrative bureaucracies, in-
creasing the professionalism of the admin-
istration but also incentives for honest and 
investing businesses are some of the main 
business requirements to promote the rapid 
formalisation of the economy.

The last section of this working document lists 
some IC recommendations on the issues tack-
led by the survey, which remain to be considered 
and implemented by the Albanian government. 

w w w . i n v e s t m e n t . c o m . a l

The private sector contributes substantially to 
the Albanian economy, such as in the GDP and 
employment (about 85% of employees) accord-
ing to INSTAT. In its major part (95%1), Albanian 
entrepreneurship is in the form of small and 
medium-sized companies with 1- 9 employees. 
During the transition period, the Albanian busi-
ness has experienced a standstill in the rela-
tionship and communication with the adminis-
tration in general, and in particular with the tax 
and customs administration, for reasons related 
to public administration capacities, legislation 
clarity and stability, lack of information as well 
as related to the maturity of local business to 
comply with legal obligations.
Meanwhile, since April 2015, the Secretariat has 
reviewed particular concerns related to Tax In-
spection, Informality, Administrative Appeal, VAT 
Refund, Customs Procedures, etc., which have also 
been addressed in dedicated Investment Council 
Meetings. During 2015-2016, for analysis pur-
poses, besides direct consultations with the busi-
ness and business associations, the Secretariat, 
among others, conducted online surveys on: 
1. Tax Inspection – The Survey was conducted 

1  Structural Survey of Economic Enterprises, INSTAT, 2016

during August – September 2015, complet-
ed randomly and online by 110 companies, 
where 78% of surveyed companies with 
annual turnover over 8 million ALL, while 
representing sectors were Services (56%), 
Industry (19%) and Trade (17%). 

2. Informality – The Survey was conducted 
during October – November 2015, completed 
online by 89 companies, where 57% of sur-
veyed companies with an annual turnover of 
over 8 million ALL, mainly from the sectors 
of trade (35%), industry (24%) and services 
(23%).

3. VAT Refund – Survey conducted during Sep-
tember – October 2016, competed randomly 
by 77 companies, 85% of surveyed compa-
nies with an annual turnover over 8 million 
ALL, mainly from manufacturing industry 
(31%), trade (25%), energy and gas (10%), and 
services (24%). 

Some of the main findings of these three surveys 
(2015-2016) were: 

 » The high number of inspections for the big 
business and long duration of the inspec-
tions between 1 – 4 weeks create costs in 
time and human resources for this business 
category. 

CONTEXT

SURVEY “ON SOME ASPECTS
OF INVESTMENT CLIMATE”

274 275



 » Low evaluation regarding tax inspector’s ca-
pacities, clarity of the inspection report and 
information provided by the tax administra-
tion to the business.

 » Most of the respondents confirmed unfair 
competition due to informality, mainly in the 
form of tax evasion, corruption and smug-
gling, non-registration of the business or la-
bour in black. 

 » Businesses affirmed being aware of the costs 
involved in being informal and demanded 
more incentivising politics for formalisation 
rather than a punitive one. According to the 
business, the leading causes that encourage 
informality in the economy are related to 
corruption or political affiliation of the busi-
nesses, the capacities of tax and customs ad-
ministration, or the fragmentation of the tax 
system. 

 » The VAT refund deadline within 30 days, 
especially for the companies exporting 70% 
of sales, was respected in a very low number 
and the refund in the most absolute majority 
of cases occurred after the Tax Inspection.

 » Exporting companies considered the VAT re-
fund as important in their decision to invest. 

Related to the three above mentioned areas, the 
Investment Council has given in total 38 rec-
ommendations. In the last two years, there has 
been a proactive approach by the Ministry of Fi-
nance to transpose in concrete measures some 
of the business recommendations raised by the 
Investment Council for the facilitation of tax pro-
cedures. 
At the end of 2016, these concrete measures were 
included in the amendment to Law no. 9920 dat-
ed 19.05.2008 “On Tax Procedures in the Republic 
of Albania” (amended). Out of the 37 facilitating 
measures included in the law, 12 measures were 

directly related to the approved IC recommenda-
tions. 
In addition, in October 2017 became effective 
with Instruction No. 101/1 dated 02.20.2017 a new 
package of facilitating measures regarding the 
documents requests for services provided to the 
business and citizens by the Ministry of Finance 
and Economy and its subordinate institutions, 
as a follow up also of the continuous requests 
from the business community (including IC) for 
the reduction of bureaucracy and administrative 
burden and the informatisation of processes and 
information. 
Annex 4 gives a detailed overview of the IC rec-
ommendations related to the above issues and 
their current status.  
Significant improvements have also been made 
regarding the procedures and deadlines for the 
VAT refund in general, particularly to exporting 
companies. DCM no. 460 dated 22.06.2016, has 
sanctioned clear deadlines within which the 
administration should fulfil its obligation to the 
business regarding the VAT refund. Within 30 
days from the application date for exporting tax-
payers and within 60 days for all the other tax-
payers. In addition, in this act it was also foreseen 
the automatic VAT refund (without inspection/
risk analysis) for exporters which export more 
than 70% of their general sales during the tax 
period/s for which the refund is being required. 
According to the Ministry of Finance2 and GTD, 
these amendments have influenced the increase 
of the amount of refunded VAT. According to 
the GTD, during January – October 2017, have 
been refunded/compensated 554 VAT refund 

2  Semi-annual report on the execution of 2017 budget – 
assessment of macroeconomic, fiscal and budgetary situation 
for 5-month time period 2017, and expectations for 12-month 
period 2017, Ministry of Finance, June 2017
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requests out of 703 requests with a value of 14.7 
billion ALL and 161 requests refunded without 
inspection. In the 2016 Annual GTD Report, it is 
reported that 579 requests have been refunded/
compensated with a value of 10,4 billion ALL 
and refunded without inspection 97 requests or 
15% of those approved. In the total of the refund-
ed/compensated amount during 2016, 68.2% 
belong to the category of exporters and apparel 
(cut-trim-make producers), 10.43% category of 
refunds due to investments. 
Making reference to GTD published information, 
the selection of inspections is made upon the 
risk system. There has been special cooperation 
with the General Customs Directorate regarding 
the analysis of risk indicators such as the func-
tioning of the green channel and the selection of 
inspections in the cases of active processing re-
gime. 
In addition, GTD has analysed the fiscal perfor-
mance of different economic sectors, and it has 
identified the riskiest sectors for evasion, where-
of priority are retail trade, wholesale trade, ho-
tels and restaurants, freelancers, agriculture and 
public constructions. The taxpayers’ service has 
broadened, and it has been interacting also with 

other institutions such as NBC in providing infor-
mation on taxes to start-up companies. Accord-
ing to the 2016 GTD Annual Report, apart from 
the standard services, which have increased in 
number, the communication with the taxpay-
ers during this year has improved due to the 
real-time electronic and telephone communica-
tions, or even face-to-face meetings. 
Thanks to their legal and institutional reorgan-
isation due to the legal amendments made at 
the end of 2016, the Tax Appeal Directorate and 
the Taxpayer’s Advocate are considered to give 
more guarantee in the protection of entrepre-
neurship’s rights in the area of tax procedures.
By reforming the public institutions, the new 
government programme attempts to make also 
a massive reduction of state procedures and 
documentation for businesses and citizens. 
This reform will further reduce the adminis-
trative burden of the companies and increase 
the effectiveness of the electronic exchange of 
information among public institutions. It still 
remains a challenge the lack of administrative 
capacities to actually respond to the proposed 
procedural facilities for the business communi-
ty and further. 
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T he Secretariat conducted this survey 
through the IC website. The survey 
was filled in randomly and anony-
mously by businesses. By tracking 

the IP of all the responses, it was made possible 
to remove all the duplicate responses. The pur-
pose of this survey is to generate more qualita-
tive results rather than quantitative ones. The 
Secretariat does not take the responsibility to 
assume that the survey’s findings generalise 
the business population in Albania. The sur-
vey was completed online by 146 companies, a 
considerate growth compared to the number of 
responses received in the previous online IC Sur-
veys (2015, 2016). This growth implies a raised 
awareness among the business to react regard-
ing its problems and wider use of electronic com-
munication. Based on the previously conducted 

surveys, it was aimed to follow the same steps as 
described below: 

a. Preparatory phase 
 » Review of the questionnaires used in the pre-

vious surveys focusing on the questions that 
respond to issues that would be reassessed 
in this survey. 

 » Semi-structured questionnaire with closed 
and open questions to obtain as much as 
possible qualitative data.

 » The questionnaire was consulted with the 
General Tax Directorate and tested with 
some companies. 

b. Launching of the survey
 » The questionnaire was launched on the IC 

website on 15 July 2017, and was made avail-
able online until 15 September 2017. 

SURVEY 
METHODOLOGY
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 » The survey was announced as news on the 
IC website, which was automatically deliv-
ered to the website subscribers. In addition, 
the news was published on Facebook and 
Twitter. 

 » A database of businesses, set up by the 
Secretariat during its collaboration with 
NBC, GTD, GCD and business associa-
tions, was updated with other business 
contacts from Epoka University. Through 
the partnership with the latter one, a group 
of students was engaged in contacting 
more than 1,000 companies by phone to 
increase the completion of the question-
naire. During this time, the Secretariat’s 
list was updated with the latest contact de-
tails of the companies. 

 » A notification e-mail was sent to around 
8,000 business e-mail addresses, including 
companies used in the previous surveys. 

 » Remind e-mails were sent to the companies 
that had been previously contacted on the 
completion of the survey.  

c. Data processing
 » In collaboration with Epoka University, it 

was enabled the generation and processing 
of quantitative and qualitative data. In addi-
tion, through statistical models, it was also 
tested the reliability of the qualitative data of 
findings and, in particular, in comparing the 
previous surveys’ results. 

 » Survey results were processed in mainly 

quantitative data, and on some particular 
issues was also aimed the comparison with 
the previous surveys conducted by the Secre-
tariat as per pertinent purpose. 

d. Consultation of findings 
 » Preliminary survey’s findings were present-

ed in a consultation meeting with fiscal ex-
perts and business associations’ represen-
tatives. Raised comments and suggestions 
were considered in the re-processing of the 
survey’s findings. 

 » Around 5 meetings have been held with com-
panies in Tirana and districts to consolidate 
the survey’s findings. 

e. Profile of responding companies
 » 146 companies have completed online the 

Secretariat’s survey. The responses are 
anonymous and random. 

 » The service sector occupies the largest share 
of representing companies in the survey with 
47% of responses, followed by trade, industry 
and construction. 

 » The business with an annual turnover of 
over 8 million ALL is in majority, represented 
in the survey with 78% of the responses, and 
business with Albanian ownership occupies 
74% of responses. 

 » 32% of the respondents declare of being ex-
porting companies, whereas 54% of them 
exporting over 70% of sales.  
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T he survey’s answers were assessed 
in two aspects. First, in the iden-
tification of results for 2017 to see 
which are the current business con-

cerns, and secondly, in the comparison of pre-
vious surveys’ findings in some of the quanti-
tative survey data. A considerable part of the 
survey consists of open questions to receive as 
much as possible descriptive information for a 
qualitative analysis of the findings. This infor-
mation has been processed at a certain level in 
the quantitative data as per some main issues/
pillars to give a more structured presentation 
of the business concerns and suggestions. 
However, cases of concrete articulation of 
business concerns are stored by the Secretar-
iat to be considered in further analysis of the 
Investment Council.  The findings as per the 
main pillars of the survey’s purpose are as fol-
lows:

SURVEY 
FINDINGS

1. ON TAX INSPECTION
Dynamics in the changing of the inspections’ 
nature, from full inspections to onsite inspec-
tions and fiscal visits. More specifically, from 
the received responses, it is noted a slight in-
crease in the number of inspections for 2016 
and disaggregated as per inspection type; it 
seems that the growth is due to onsite inspec-
tions and fiscal visits. Meanwhile, firms oper-
ating in trade and services are more affected 
by onsite inspections and fiscal visits in the di-
vision of data per sector. This is expected if we 
also refer to the government’s efforts against 
informality and increase of onsite inspections 
mainly according to the assessment of risk 
system, where trade and services are indicated 
with the highest risk. 
Improvement of the professionalism of Tax 
Inspector, especially in terms of commu-
nication, behaviour and ethics toward the 
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business. In the survey, the professionalism of 
tax inspector is seen in some elements such as 
behaviour/ethics, communication, profession-
al competencies and logistical support. There is 
a prevailing rating for “professional” in the ag-
gregate of all the elements in the responses. The 
criterion with a low rating and clearly as “un-
professional” remains “logistic support”. The 
behaviour/ethics and communication are some 
elements of professionalism rated more posi-
tively. Comparing the 2017 Survey’s responses 
with the 2015 Survey’s responses for the same 
questions, it is noted an improvement in the 
business assessment in the professionalism of 
tax inspectors, especially regarding ethics and 
communication. The business still perceives a 
need to invest and increase the inspectors’ ca-
pacity in the tax administration to meet its de-
mands better. 
We point out that the comparative results with 
2015 were tested on their reliability with statisti-
cal methods where the t-test showed a satisfac-

tory level of significance of 5%. Figure 1 below 
shows a comparative overview of the mean of 
the responses regarding the business percep-
tion on tax inspector, tax inspection report, clar-
ity of fiscal explanations of tax administration, 
and satisfaction in e-tax services. Overall, there 
is a more positive perception of the improve-
ment of all these assessed elements on tax ad-
ministration (Rating 1 for very professional/
very clear/very satisfied, while rating 5 is very 
unprofessional/very unclear/very unsatisfied). 
Quality of tax inspection report is another as-
pect included in the survey. In general, it is not-
ed a trend of high rating related to the “clarity” 
of the inspection report in all the considered ele-
ments. The 2017 Survey shows an improvement 
in the responses to the same question in the 
2015 Survey. However, there are still problems, 
reported in particular for the “content” and the 
“findings/conclusions” of the report where 
there is a higher number of responses for “very 
unclear” and “somewhat clear”.

 Figure 1.  Mean of business perception, 2015 - 2017

Source: Survey data processing by the Secretariat
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 Figure 2.  Behaviour/Ethics of Tax Inspector, 2015–2017 

quidity for this business category. In the sur-
vey, 27 companies (15 of which exporting over 
70% of sales) responded that they received 
VAT refund at least during September 2015 – 
June 2017. 

There is an increased number of automatic 
refunds in the survey, where 10 companies 
declare that they have been refunded auto-
matically (5 companies exporting over 70% of 
sales) compared to the 2016 Survey (report-
ed only 2 cases). We may say that there is a 
consolidation in the respecting of the refund 
deadlines, where 9 companies declare refund 
within 30 days and 14 companies within 90 
days. GTD confirms a consolidating trend in 
the automatic refund; however, there is still 
a need for more information, especially from 

 Figure 3.  Clarity of Tax Inspection Report, 2017

Source: Survey data processing by the Secretariat 

2. ON THE VAT REFUND
Although there are still problems in meeting 
the deadlines, there is an increasing trend of 
refunds within the deadline, especially within 
30 days for companies exporting over 70% of 
sales.
Among the randomly responding businesses 
in the survey, it comes out that 22% (30 com-
panies) have applied during September 2015 
– June 2017 for the VAT refund. The VAT credit 
for refund is mainly from export activity, but 
there are reported cases (30% of them) also 
from investing activities. During 2016, there 
have been significant developments in tax 
procedures regarding the facilitation of refund 
process for companies exporting over 70% of 
sales. The purpose of these amendments has 
been to promote exporting and facilitate li-
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exporters, to confirm that deadlines are be-
ing met. On the other hand, among those that 
have received VAT refund there are still some 
companies that claim to be refunded beyond 
90 days, although less in number compared 
to the 2016 Survey. However, it is worth men-
tioning that in the 2017 Survey and in the face-
to-face interviews with companies, there have 
been claims of tax inspections carried out af-
ter the automatic refund.

VAT refund and the potential impact on in-
vestment has been measured in the survey 
with the question – “Does the VAT refund influ-
ence your decision in investing?” – selecting only 
the responses from exporters. It came out that 
a good part of exporters (40% in the survey) af-

firm that the VAT refund process might affect 
their decision for further investments. Howev-
er, there is a downward trend compared to the 
2016 Survey, where 60% replied that it affects 
their decision, while a more in-depth analysis 
is suggested in the future.

Suggestions on further facilitation of VAT 
refund were received in the survey, such as i) 
automatic refund for exporters and exchange 
of information from customs after the export-
ing; ii) automatic crediting of the VAT credit; 
iii) the opportunity to pay other liabilities with 
the recoverable VAT, such as income tax, tax 
on rent, dividends or penalties, from the sys-
tem and afterwards the risk to determine if an 
inspection is needed or not. 

 Figure 4.  Respecting of the refund deadlines  Figure 5.  Does the VAT refund process affect the 
exporters in the decision to invest?

 Source: Survey data processing by the authors 
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3. ON THE RELATIONS WITH TAX 
ADMINISTRATION 

Business – tax administration 
relations in 2017 seem to have 
improved in the transparency and 
communication level such as in 
regards to the report, access in 
time and quality of information 
compared to 2015.

Establishing sustainable and reliable com-
munication channels and interaction with the 
tax administration remains a crucial factor for 
the business. In years there has been a tense 
relationship of mistrust between the parties 
reflected either in the international reports, 
comments from the business associations or 
in the face-to-face meetings of the Secretariat 
with the business. 
Clarity of the information provided by the 
tax administration – we highlight that two-
thirds of the responses are between “clear” 
and “somewhat clear”. It is assumed that 
there is an improvement in the business re-
sponse and perception compared to received 
responses in the 2015 Survey regarding the 
clarity of information provided by the tax ad-
ministration. The reforming of the taxpayers’ 
service, improvement of the website, and the 
information sessions undertaken during the 
last year from the GTD are considered factors 
that could have contributed to the business’s 
positive responses. However, businesses 
again complain that in many cases, when they 
require specific clarifications for certain in-
terpretations, tax administration continues to 
only cite legal acts without informing clearly 
the taxpayer. 

Awareness regarding the selection for tax 
inspection based on a risk system is con-
firmed in very satisfactory levels, where 67% 
responded of being informed. There is a sig-
nificant increase compared to the 2015 Sur-
vey, where the awareness or the level of infor-
mation on the risk system was very low (39% 
of respondents). This improvement is under-
standable, as the risk system was put into 
practice at the end of 2015 from the GTD and 
has continued to be consolidated during the 
last years with updating of information and 
risk indicators. Firms seem to be now aware 
that they are selected based on risk indicators 
analysed by the GTD. 

Training of the business by the administra-
tion seems still at low levels. About 20% of 
surveyed companies reported having received 
training by the tax administration, mainly on 
the use of the e-tax platform. Training of the 
taxpayers, with all the tax administration ef-
forts, according to the business, is not in the fo-
cus of the daily work of the GTD. More efforts 
are needed, especially for small taxpayers and 
those to become part of the VAT system. 

Satisfaction on the electronic services pro-
vided through e-tax is at very high levels. 
On average, 56% of the surveyed companies 
say they are “satisfied” in all the assessed 
indicators, such as access to the system and 
the accuracy of data processing by the tax 
administration. There is a visible level of sat-
isfaction compared to the 2015 Survey. Com-
parative results were tested for their reliabil-
ity with statistical methods where the t-test 
showed a satisfactory level of significance at 
5%. 

w w w . i n v e s t m e n t . c o m . a l

4. ON THE INFORMALITY  

There is a “slight” decline in the 
perception of the business related 
to the size of “informality” com-
pared to 2015; meanwhile, the tax 
income/VAT threshold, relation-
ship with the administration and 
enforceability of law remain key 
factors that influence informality.

Competition due to informal activity con-
tinues to remain a significant business con-
cern also in the 2017 Survey. A good part of 
the respondents (69%) say that they face some 
form of informality in their sector. The nature 
of informality displayed in the sector where 
they operate varies, but the most mentioned 
in the survey are fiscal evasion due to corrup-
tion and smuggling, labour in black, tax cou-
pons not issued by the companies, etc. As a 
novelty in the 2017 Survey, we point out that 
there is another dynamic in the exhibit of in-
formality compared to the 2015 Survey, where 
the non-registration of the business has fallen 
compared to 2015, in the perception of the in-
formality. Meanwhile, labour in black contin-
ues to remain a concern and comparable with 
the responses in 2015. A survey finding arrived 
as a new concern, directly from the business is 
informality in tourism, especially for the tour 
guides and agencies. 

A consolidation of the business awareness 
on the understanding of the costs and bene-
fits of informality is noted, a finding also in 
the 2015 Survey. Because again a good part of 
them says that there are more costs than ben-
efits from being informal (graph 6). However, 

some responses in the survey consider being 
informal as a benefit in the short term but car-
rying costs for the business in the long term if 
it needs to expand in the future. 
Asked if they have a strategy for formalisa-
tion, most of the companies responded that 
they have no informality in their activity. It is 
noted a discrepancy from the business’s re-
sponses where their perception for informal-
ity in their sector is high (69% of responses), 
while in terms of their own experience if they 
have a strategy for formalisation, 74% state 
that they have no informality. The same in-
verse relationship between perception and ex-
perience regarding informality has also been 
identified in the responses of the 2015 Survey 
for the same questions. 

“Which is the most important fiscal fac-
tor that could encourage informality?” 
was asked in the survey in the form of a mul-
tiple-choice question. The factors that may 
leave room for informality and assessed as 
the most important ones for the business are: 
i) implementation of tax procedures; ii) capac-
ities of tax administration, iii) VAT threshold, 
iv) income tax threshold. If we sum up the two 
latter ones in one single factor, fragmenta-
tion of the tax system comes out as the main 
cause brought by the business. It should be 
mentioned that prevailing in this opinion are 
businesses with an annual turnover of over 8 
million ALL, mainly in services and trade. 
In the survey, there were some open questions 
on issues related to informality to receive as 
much feedback, comments and suggestions 
from the business on this phenomenon in 
Albania. More specifically, businesses were 
asked about the causes that encourage infor-
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mality in general, incentives for the formali-
sation of the economy and other concerns in 
doing business in the country.

On the causes that encourage informality in 
the operating sector, various answers were re-
ceived in the survey. The Secretariat grouped 
these answers on pillars which generalise to 
some extent the received comments: i) corrup-
tion and political influence of the business; ii) 
capacities of tax and customs administration; 

iii) quality and sustainability of the fiscal legisla-
tion; iv) unfair competition; v) fragmentation of 
the tax system; vi) high taxes; vii) low economic 
level. The highest number of responses is about 
corruption and political influence, followed by 
the capacities of tax administration and fiscal 
legislation. In this survey, “the low fiscal culture 
of the business” comes out as a new factor, not 
articulated in the previous Secretariat’s surveys. 
In Annex 3 are shown some of the most promi-
nent answers to the open questions. 

 Figure 6.  Do you face informal activity in your sector?   Figure 7.  Cost or benefit in being informal?

78%

68%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Yes

2015 2017

66%

34%

61%

39%

0%

20%

40%

60%

80%

100%

120%

140%

Cost Benefit

2015 2017

Concrete suggestions on incentives which 
could facilitate formalisation of economy- it is 
noted a change in the attitude of the business in 
terms of proposed incentives for formalisation in 
the 2015 Survey, where an emphasis is put to the 
partnership with the business, facilitation of pro-

cedures and enhancement of the administration 
quality. 
In the 2017 Survey, a section was made available 
to the business to provide suggestions. A variety 
of responses arrived, such as the reduction of 
taxes, the review of the fiscal policies, adequate 

 Source: Survey data processing by the authors 
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application of the tax procedures, capacity build-
ing of the administration, etc. It needs to be high-
lighted the frequent requests from the business 
for co-dialogue and partnership with the tax 
administration and the government, possibly 
sectorial platforms, incentives for the investing 
companies, market control and awareness of the 
final consumer. 

5. OTHER ISSUES ON THE INVESTMENT 
CLIMATE
Of continuous interest to the Secretariat is also 
collecting business opinions for other concerns 
regarding the climate of doing business in gen-
eral. These concerns are considered later by 
the Secretariat to initiate discussions on other 
issues at the Investment Council. Again, the 
responses are elaborated in several directions. 

In the 2017 Survey came out as more problem-
atic: i) administrative bureaucracy; ii) relations 
with the administration; iii) clarity of fiscal 
legislation; and iv) application of customs pro-
cedures.  Meanwhile, in the 2016 Survey, the 
business responses to these questions varied 
more in terms of: i) incentives for investment; ii) 
relations with administration; iii) clarity of fis-
cal legislation; iv) administrative bureaucracy, 
iv) customs procedures. Some of these issues, 
such as incentives for investment and customs 
procedures, have also been tackled in other 
dedicated IC meetings. 
It needs to be emphasised that there is a consol-
idation in the last two surveys of the business 
concerns in addressing administrative bureau-
cracy and the professionalism of administration 
in the relations with the business. 
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I n light of current developments, the Sec-
retariat suggests that in terms of tackled 
subjects in the survey, there are several IC 
recommendations, given during 2015-2016, 

which remain unimplemented or are partially 
implemented while the concerns persist. More 
specifically:

RECOMMENDATION 1. 

ON TAX INSPECTION 
1. Legal definitions on the risk system and pub-

lication of indicators. Selection for inspec-
tion up to 90% based on risk system (2015).

Some of the key risk criteria have been published 
by the GTD but it still remains unclear how much 
the ratio of tax inspections selected based on this 
system is. Meanwhile, it remains a challenge and 
necessity to update risk indicators and sectorial 
analysis of the tax administration based on the 
findings of the tax inspections.
2. Increase the support to tax administration 

with human, budgetary and logistic resourc-
es. The appointment of inspectors is to be 
made on sectorial specifics—incentivising 
packages for tax inspectors (2015).

IC RECOMMENDATIONS 
2015-2016 

Although there is an increase of the allocated 
financial resources (2015-2017) at the GTD, it re-
mains a challenge for the Government and the 
Ministry of Finance and Economy in the frame-
work of needs and requirements for the contin-
uous modernisation of fiscal services toward 
taxpayers. A sustainable growth of financial re-
sources is needed to support motivation and pro-
fessionalism of the tax administration staff and 
the credibility of taxpayers.
3. To plan and publish annual training pro-

grammes for the inspectors in collaboration 
with business associations, consulting and 
auditing firms, preferably as per specific sec-
tors and subsectors. 

It is noted a new mindset of the tax administra-
tion in the communication with the business re-
flected as well in the survey findings and the GTD 
Strategy and the latest information published by 
the GTD on the communication with the busi-
ness. To enhance the quality and efficiency of the 
communication, it would be suggested to have a 
more structured communication, preferably in 
small technical groups, to address concrete busi-
ness concerns as per sectors. 
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RECOMMENDATION 2. 

ON VAT REFUND
1. The respecting of refund deadlines, especial-

ly for companies exporting over 70% of sales. 
Make transparent a VAT refund regulation.

The legal framework is consolidated and com-
pleted along with the implementation of the 
green channel at customs as a measure to pro-
mote exports. A VAT refund regulation has not 
been published yet. Meeting the deadlines re-
mains still to be improved. The decision-making 
for VAT refund should not be conditioned by the 
budget income plan of the tax administration.

RECOMMENDATION 3. 

ON THE RELATIONS WITH THE TAX 
ADMINISTRATION 
1. TAD decisions to be published systematical-

ly. 
2. Information for taxpayers from the registra-

tion moment at NBC. Publication of risk indi-
cators. 

3. To prepare simple guides on tax administra-
tion and information sessions, especially on 
the tax system and information sessions main-
ly with the small and medium businesses.

Based on the latest amendments to the Law “On 
Tax Procedures”, the Tax Appeal Directorate has 
started functioning within the Ministry of Fi-
nance and Economy. However, it is demanded to 
increase the transparency on TAD’s activity and 
decisions.  
It has been improved the taxpayers’ services in 
the GTD and NBC; meanwhile, there is support 
also by the EBRD for the establishment of infor-
mation helpdesks for the taxpayers at the prem-
ises of ADISA. It should be further strengthened 
the role of Taxpayer’s Advocate, now allocated 
at the Ministry of Finance and Economy and fur-
ther increase the interaction with the business. 
To be strengthened the role of the associations 
and dialogue platforms.

RECOMMENDATION 4. 

ON INFORMALITY 
1. Development and approval of a specific 

strategy against informal economy. 
2. Reassessment and analysis of the cur-

rent fiscal system. The debate on the 
VAT threshold, tax income, incentives 
for formalisation.

3. Simple regulatory system/alleviation 
of administrative burden. Increase of 
the access in the banking services and 
transactions. Grants for agriculture. 

4. Consultation, transparency and educa-
tion. Public acknowledgement for com-
panies that comply with the rules.

Informality persists as the main business con-
cern in the form of unfair competition. There 
is an awareness of the need to reduce the phe-
nomenon in several plans, where the main ones 
raised by the business remain: 
- Reduce the administrative bureaucracies 

and faster exchange of information among 
public institutions;

- Clarity in the tax and customs procedures;
- Capacity building of tax and customs admin-

istration;
- Dialogue, more active cooperation and 

transparency between the business and 
public administration. 

Based on the above, we think that the undertak-
en measures from the government on informality 
and the debate on the reduction or removal of the 
VAT threshold for the business will have a real 
impact on the informality in the country, despite 
the public debates for and against. Meanwhile, 
some concrete initiatives have been initiated in 
the framework of the deregulation reform to re-
duce some of the unnecessary practices and the 
administrative burden of the business for docu-
mentation which is easily generated within the 
public administration through further digitalisa-
tion of public service institutions. 
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T he 2017 Survey of the Secretariat “On 
Some Aspects of the Investment Cli-
mate” highlights that despite all the 
observed improvements in respect to 

tax inspections, tax inspector’s behaviours and 
ethics, service to the taxpayers, etc., there is still 
a need for a more systematic approach in terms 
of a sustainable partnership with the business 
community and in particular with companies 
complying to rules. 
It remains essential the engagement for further 
digitalisation of the public services for the busi-
ness and the reduction of institutional bureau-
cracy. The 2017-2021 GTD Strategic Plan has 
clearly defined in the GTD objectives, among 
others, the reduction of administrative burden 
in the payment of taxes and raising the public 
awareness for voluntary tax compliance. Im-
plementation of this plan will help enhance the 

trust between the tax administration and soci-
ety and further clarification of tax administra-
tion’s role. 
There is a consolidation in terms of timely VAT 
refund, especially to exporting companies; 
however, it should be considered the progress 
of refunds in general and how much detached 
this process will be in terms of fulfilling the GTD 
income plan.  
Informal competition remains a permanent 
business concern, and the recent government’s 
efforts in reducing informality are widely ap-
preciated. The business considers the relation-
ship with the administration and enforcement 
of the law as the main influential factors in in-
formality. Long-term systematic interventions 
against informality are necessary, which need 
to be studied and consulted with the business 
community.    

CONCLUSIONS

w w w . i n v e s t m e n t . c o m . a l

1. ON VAT REFUND
 » Automatic refund for export and exchange of 

information by customs during export.
 » Automatic crediting of the recoverable VAT.
 » Possibility to pay other liabilities with the re-

coverable VAT, such as income tax, tax on the 
rent, dividends or penalties from the system 
and afterwards the risk to define whether it 
is needed an inspection or not.

2. FACTORS LEADING TO INFORMALITY
 » Lack of invoicing chain, we buy services that 

are not the object of VAT and not being able 
to charge VAT in purchases, as we receive 
tax invoices of Model 4. 

 » Informality in Tourism, at tourist guides and 
tourism agencies.

 » The ability to earn more by paying fewer tax-

es. General business spirit and the lack of 
business culture in general. 

 » Encourage the final consumer to withdraw 
the tax coupon.

 » There are no controls, or they are either insuf-
ficient or sporadic, issuing licenses for man-
ufacturing activities with ease. No institution 
demands and controls the standardisation of 
manufacturing and respecting technical and 
environmental norms, etc.

 » Removal of the right for retail sales (coupon) 
for big businesses is creating fictitious retail 
and wholesale firms, as the big businesses are 
obligated to create these firms to enable them 
to charge the goods that are not accepted by 
the retail market. This phenomenon is becom-
ing a trend, and a technical solution should be 
found to eliminate fictitious retail societies.

Annex 1
Comments from the Business 
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3. INCENTIVES FOR FORMALISATION
 » Increase the bonuses for customs officers if 

they increase regular customs clearances, 
therefore what they take now as a bribe to be 
taken officially as a bonus from the state. 

 » Request the origin of products at the compa-
nies which make the final sales of products. 

 » A business that fulfils all the criteria to be cer-
tified with a stamp, so inspectors do not pay 
a visit and put pressure on them every week. 

 » The best way to fight informality is to control 
and fine citizens and companies that accept 
a VAT invoice.

 » The possibility to pay tax liabilities without 
immediate effect on penalties by tax inspec-
tions.

 » Public awareness. Increase of incentives – 
for every tax coupon to get a refund of 5-6-
10%. 

 » All the entities that sell, produce or have 
an activity in the area of agribusiness to be 
equipped with relevant licenses and be mon-
itored as per applicable legislation in order 

for all to be equal. This is especially evident 
in districts.

 » Tax administration to organise special meet-
ings by sectors to head companies toward 
formalisation.

 » A qualified tax administration. It leaves 
much to the desire the level of militancy in 
the tax administration, young or old it doesn’t 
matter, simply the selection is made on po-
litical affiliation rather than on profession-
al specialisation. Young graduates or with 
max. 1-2 years of work experience can never 
be part of the tax inspection department and 
inspect professionals which have been in the 
field for years.

 » The taxpayers service to be more open and in 
direct contact with the professionals, to help 
companies to be compliant in the reporting 
of their tax liabilities.

 » More easily accessible information. Laws 
to be made public along with the respective 
instructions before being implemented and 
not many legal amendments T his questionnaire is based on surveys 

conducted by the Secretariat of the 
Investment Council during August 
2015 - October 2016 on some areas of 

investment climate considered by businesses as 
the most problematic. The issues that the pres-
ent questionnaire will cover in separate sections 
are: 

 » Tax Audits
 » Value Added Tax (VAT) Refund
 » Informality 

This survey comes as a proposal of Investment 
Council members with the aim of enabling a 
wider debate on the consistency of the main 
business concerns during 2015 – 2016. The 
purpose of the survey is to make a comparison 

with the findings of previous surveys on the 
above issues by highlighting the problems that 
continue to be a concern of the private sector. 
Moreover, it is offered the opportunity through 
the survey to recommend practical solutions 
to these issues.
Findings and suggestions resulting from this 
questionnaire will be discussed at the next meet-
ing of the Investment Council. The recommenda-
tions adopted by the Investment Council will be 
submitted to the Albanian government for fur-
ther consideration. This can bring potential legal 
and regulatory changes or revisions.

The deadline for completing the questionnaire is 
30 September 2017.

Annex 2
The Questionnaire  
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1. GENERAL
1. Select one of the areas below which better defines the main economic activity of your business:
□ Mining and quarrying
□ Manufacturing Industry
□ Electricity, gas, steam and air conditioning supply
□ Water supply; sewerage, waste management and remediation activities
□ Construction 
□ Services
□ Wholesale and retail trade; 
□ Transportation and storage
□ Hotels
□ Information and communication
□ Architectural and engineering activities; 
□ Travel agency, tour operator 
□ Other  (please specify___________________)

2. The main shareholders (owning more than 50%) of your business are:

□  Albanian 
□  Foreign

3. Select the size of your organisation according to your last year turnover: 

□  Up to 5 Million ALL
□   5 - 8 Million ALL
□  Over 8 million ALL      

 
4. Are you an exporting company?  YES___  NO___

1.1 If YES, please detail as following 
□  Exporting over 70% of sales
□  Exporting 50% - 70% of sales
□  Exporting less than 50%  

2. ON TAX AUDIT 
5. Select the nature of tax audits and define the number of audits for your company in the following 

years: 

Number

Nature of audits 2013 2014 2015 2016

□  Full Tax Audit

□  Fiscal visit

□  Onsite inspection

□  Re-audit

6. Define the time duration of the last tax audit/inspection:

□  1 week     
□  1 – 4 weeks   
□  1 – 3 months              
□  Other (specify) ____________

7. Evaluate in the following the professionalism of the tax inspector in regards to:
Professionalism of tax 
inspector

Very 
professional

Professional   Somewhat 
professional

Unprofessional Very 
unprofessional

Behaviour/ Ethics 

Communication

Professional competences 

Logistic support 

8. Evaluate in the following the clarity of the Tax Audit Report issued by the Inspector at the end of 
the Tax Audit concerning:

Clarity of Tax Audit Report Very clear Clear    Somewhat clear  Unclear Very unclear

Content

Format

References

Findings/conclusions
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3. ON VAT REFUND (FOR COMPANIES THAT ARE SUBJECT TO VAT REFUND) 

9.  Have you applied for VAT Reimbursement from September 2015 – June 2017?
□  YES, 
□  NO

A. If YES, please respond to the following. If NO, please skip to section B, question 15. 

10. The Object for VAT refund is related to:
□  Export
□  Investment
□  Other __________________

11. Have you obtained a VAT refund? 
□  YES
□  NO
□  In process (please specify how long has it been since the application date, are you in the pro-
cess of auditing, the process of refund, etc.)
 _____________________________________________________________________________________
______________________________________________________________________________________
___________________________

12. If YES, have you obtained a VAT refund:
□  Automatically from the system;
□  After relevant tax inspection;
□  After your appeal (at the Appeal Directorate or in Court) 
□  Other _____________________________________________

13. If YES, the refund time duration was:

□  Within 30 days
□  30 days to 60 days
□  60 days to 90 days
□  More than 90 days, please specify _____________________________________________________
_______________________________________________________________________________

14. If you have not obtained a refund, please provide up to three reasons why: 
1. _____________________________________________________________________
2. _____________________________________________________________________
3. ____________________________________________________________________

B. If, NO

15. Why you have not applied:
□  Complicated procedure in the system
□  Too much paperwork
□  No capacities to meet the requirements of the tax administration
□  Not to become subject of a tax inspection
□  Lack of trust in obtaining refund 
□  Other______________________

16. Any comments, concrete suggestions for the improvement of the VAT refund procedure, please 
detail ___________________________________________________________________________________
________________________________________________________________________________________
____________________________________

17. Does the VAT refund process affect your decision to invest, and why?

□  YES ________________________________________________________________________________
______________________________________________
□  NO _________________________________________________________________________________
_____________________________________________

4. ON INFORMATION AND COMMUNICATION WITH TAX ADMINISTRATION 

18. Evaluate in the following the clarity of the explanations related to the legislation on tax procedures 
provided by the Tax Administration. 

Very clear Clear Somewhat clear Unclear Very unclear 

19. Are you aware that the selection of taxpayers to be inspected will be made through the new risk-
based system?
□  YES
□  NO
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20. Have you attended the training session provided in the last years by the Tax Administration on the 
implementation of tax legislation?
□  YES
□  NO

If yes, please provide more details  ____________________________________________________________
___________________________________________________________________________________________
__________________________________________________________________________

21. Evaluate in the following the satisfaction with the e-TAX services as relates to:

E-tax Very 
satisfied

Satisfied    Somewhat 
satisfied 

Unsatisfied Very 
unsatisfied

Access to electronic filling

Reliability of the data

Accuracy of the data 
processing 

22. Rank three of the most important factors related to the tax system that may lead to go through an 
informal activity (1-most important and 3-important):
□  Application in general of tax legislation
□  VAT threshold 
□  Tax on Profit/Income Threshold
□  Tax Audits 
□  Relations with tax administration
□  Other_________________________________________________________

5.  ON INFORMALITY  
23. Do you still face competition deriving from informal activities in your operating sector? 

□  Yes   
□  No

If yes, please comment on what kind of informality exists in your sector (tax evasion, un-regis-
tration, corruption, smuggling, undeclared workers, etc.) 

________________________________________________________________________________________
________________________________________________________________________________________
________________________________________

24. Please comment on what do you think encourages informality in your sector: 
________________________________________________________________________________________
________________________________________________________________________________________
_______________________________

25. From your point of view is it more beneficial or more of a cost being informal in your sector and if 
you could provide more details: 

____________________________________________________________________________________
____________________________________________________________________________________
_______________________________________

26. If you have some informality in your business, do you have any strategy to formalise in the long 
term?
□  YES  
□  NO
□  I have no informality 

27. From your point of view, what could be some effective incentives to reduce informality in your sec-
tor?

____________________________________________________________________________________
____________________________________________________________________________________
_______________________________________

 
28.  Please any other comments or suggestions on the issues on investment climate to be considered 

in the course of the work of the Investment Council:
____________________________________________________________________________________
____________________________________________________________________________________
_______________________________________
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In the following, we present 
12 concrete measures/
recommendations of legal nature, 
included in the facilitation of tax 
procedures (37 in total) with the 
pertinent amendments in Law 
No. 9920 dated 19.05.2008 “On 
Tax Procedures in the Republic of 
Albania” (amended) and pertinent 
secondary legislation. 

1. IC RECOMMENDATION:
Increase transparency for the main indicators 
of risk used by the electronic system to iden-
tify the business of risk which are subject of 
inspection. 
Undertaken measure:
Annual Plan of Risk Management and Compliance 
2016- pg. 12-14.

2. IC RECOMMENDATION:
Prior notification of taxpayers for the execution 

Annex 3
STATUS OF RECOMMENDATIONS

of tax inspection. The legislation should provide 
a minimum of 10 calendar days to notify in ad-
vance the taxpayer for thorough tax inspections 
(except for cases of inspections onsite, which 
may be carried out without prior notification or 
notice).
Undertaken measure:
Fully addressed, even with a higher standard than 
the one recommended, from 10 days to 30 days the 
deadline for the notification before the full tax inspec-
tion—Article 81 of Law no. 9920 dated 19.05.2008 
and Instruction no. 24 of MF. 

3. IC RECOMMENDATION:
The tax inspection notice sent to taxpayers 
should be more detailed. 
Undertaken measure
Partially addressed by law – in the notification for 
the inspection, it will also be foreseen the deadline for 
the completion of the inspection, the date and time—
Law no. 9920 dated 19.05.2008 and Instruction no. 
24 of MF.

4. IC RECOMMENDATION:
The right of taxpayers to appeal effectively – 
guarantee the independence of the Tax Appeal 
Directorate (TAD) – structural changes in the tax 
appeal.
Undertaken measure:
Amendments to Law No. 9920 dated 19.05.2008; 
DCM no. 11 dated 1101.2017 and Instruction No. 24 
of MF.

5. IC RECOMMENDATION:
Establishment of a collegial body instead of TAD 
via a special law, in the form of a “quasi court,” 
also in the framework of the plans for the unifi-
cation of the tax administration with customs 
administration to review administrative appeals 
(starting with a certain amount). 
Undertaken measure:
Amendments to Law No.9920 dated 19.05.2008; 
DCM No. 11 dated 11.01.2017 and Instruction No. 24 
of MF.

6. IC RECOMMENDATION:
Repeal of point 3, Article 109, of Law No. 9920. 
Decisions of the Tax Appeal Directorate (TAD), in 
the quality of higher administrative unit to take 
decisions about cases of appeal, should be auto-
matic binding to the Regional Tax Directorates 
(RTDs). 
Undertaken measure:
Amendments to Law No. 9920 dated 19.05.2008, 
Instruction No. 24 of MF and DCM No. 11 dated 
11.01.2017.

7. IC RECOMMENDATION:
Tax Appeal Decisions should not be subject to 
further appeal to the Administrative Court by the 
RTDs.
 

Undertaken measure:
Amendments to Law no. 9920 dated 19.05.2008, 
Instruction No. 24 of MF and DCM No. 11 dated 
11.01.2017.

8. IC RECOMMENDATION:
Strengthening of the role of Taxpayers’ Advo-
cate.
Undertaken measure:
Changes to the positioning of TA in the relation-
ship with Tax Administration - DCM, no.10, dated 
11.01.2017.

9. IC RECOMMENDATION:
GTD and TAD should consider increasing the ca-
pacities for legal analysis and unification of their 
practices and reflect the courts’ final decisions 
for similar cases. Unification of interpretations 
by the tax administration – tax precedent.
Undertaken measure:
Amendments to law no. 9920 dated 19.05.2008 - 
article 10 and article 28 paragraph 3.

10. IC RECOMMENDATION:
GTD should prepare and publish the Annual 
Commentary of treated cases on its official web-
site. 
Undertaken measure:
Amendments to law no. 9920 dated 19.05.2008 - 
article 10 paragraph 3 and article 28 paragraph 1.

11. IC RECOMMENDATION:
Amendment to the legal provisions related to the 
time deadlines for tax on profit and simplified 
tax on profit. 
Undertaken measure:
Amendments to Law No. 9920 dated 19.05.2008 - 
Article 114/1.
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12. IC RECOMMENDATION:
Approval of the draft law on Insolvency – Ini-
tiate the insolvency process at court by the tax 
administration only in compliance with the law 
for insolvency and not by the law no. 9920 dated 
19.05.2008 “On Tax Procedures” (amended). 
Undertaken measure:
Amendments to law no.9920 dated 19.05.2008 - 
article 104.

In the following are listed some 
of the fulfilled recommendations 
during 2017 by the tax 
administration and MF.

13. IC RECOMMENDATION:
Increase of the tax administration transparency.
Undertaken measure:

 » Publication of a detailed report by GTD for 2016;
 » Publication of manuals on the declaration of the 

social and health insurance and their electronic 
declaration;

 » Periodic notifications for taxpayers at E-Tax 
and Media.

14. IC RECOMMENDATION:
Informatisation of systems (e-filing, online state-
ments, exchange of information etc.) among ad-
ministration institutions and online exchange of 
information, for example, Tax Administration, 
Customs Administration, local Immovable Prop-
erty Registration Offices, Transport Directories 
etc.
Undertaken measure:
Ordinance of MF no.101/1 dated 02.10.2017 “On 
the Facilitation of Required Documents for the Ser-
vices provided to the Business and Citizens by the 
Ministry of Finance and Economy and its subordi-
nate institutions.”

15. IC RECOMMENDATION:
Used risk analysis indicators should be adopted 
and adjusted as per industry (tourism, services, 
banking sector, textile sectors, etc.) and business 
size. While it is clear that the formula used by the 
system for their selection should be kept in strict 
confidentiality. 
Undertaken measure:
Partial publication of some of them.

16. IC RECOMMENDATION:
Tax inspectors should be appointed based on 
taxpayers’ profiles (small, medium and big tax-
payers) and sectorial specifics. 
Undertaken measure:
Restructuring of GTD organogram.

17. IC RECOMMENDATION:
Provision of tangible incentives for investors and 
businesses (Approved with DCM no.579 dated 
03.08.2016 “Guide for Investment Politics” – with 
the objective, until February 2018, of the drafting 
of the unified law for investors, which will also 
include the list of incentives for local and/or for-
eign businesses.)
Undertaken measure:
New draft-law “On Foreign Investments” under 
discussion. Fiscal package 2018 under discus-
sion in the commissions of the Albanian Assem-
bly.

In the following are listed some of 
the discussed recommendations 
of IC discussed broadly, but no 
concrete step has been taken so 
far.

 
1. The government should guarantee an en-

tirely transparent system of tax inspection 

by publishing main indicators of risk used 
by the electronic system of risk to identify 
businesses of risk which undergo a tax in-
spection.

2. Planning and approval should be at the 
highest level of around 90% of the electron-
ic system of risk, for all kinds of inspections, 
and not only for the VAT refund. For the au-
tomatic selection, the electronic risk system 
should not focus only on VAT but also on oth-
er types of taxes (e.g., tax on the revenues and 
tax on profit).

3. The threshold for cash transactions for the 
VAT refund scheme for farmers remains 
an object of discussion and debate among 
stakeholders, institutions, and the private 
sector.

4. Unification of investigating structures and 
inspection of Tax and Customs Administra-
tion.

5. Organisation of mutual training programmes 
between the business and administration in 
preventing disputes. In the meantime, con-
tinuous and common training between the 
Administrative Courts, Tax and Customs 
Administration is suggested via the school of 
Magistrate with the support of business asso-
ciations such as the Albanian Association of 
Banks. This would also help in the unification 
of practices for the administration and the 
Judicial. To be foreseen in the annual work 
programmes of the School of Magistrate and 
GTD and GCD (Mutual discussions in continui-
ty Business – Central Inspectorate-GTD).

6. State Advocate Office, through its active role 
with interpretations for legal matters of gen-
eral character for the entire public adminis-
tration. For this purpose are necessary also 
legal amendments to the law no. 10018 dated 
13.11.2008 “For the State Advocate Office”. 
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GDP Gross Domestic Product
GLP The General Local Plan 
GNP The General National Plan
ICM Institute of Cultural Monuments
MIE Ministry of Infrastructure and Energy
MUD Ministry of Urban Development
NAIS National Agency on Information Society
NCA National Council of Architecture
NCR National Council of Restauration
NEA National Environment Agency
NTC National Territory Council
NTPA National Territorial Planning Agency
NTPI National Territory Protection Institute
NWC National Water Council
TDA Territory Development Agency
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CONTENTS L aw No. 107/2014 “On Territorial Plan-
ning and Development”1 and its amend-
ments in 2015 and 2017 reshaped the 
mechanisms, terms and procedures in 

the area of   territorial planning and development.
This reform associated with the territorial and 
administrative reform brought a new synergy of 
coordination and cooperation between the cen-
tral and local government with the objective of 
integrated urban and rural well planning through 
the adoption of General Local Plans (GPLs) and 
the provision of qualitative services to citizens by 
centralising the application procedures for con-
struction permits in a single procedure via the 
electronic platform.
Implementation of the e-Permits platform had the 
following key objectives: a) simplification of the 
procedures to be followed by the stakeholders 
in the area of construction design and develop-
ment; b) to reduce the time of decision-making 
by the respective institution (National Territory 
Agency or the Municipality) for the approval or 
refusal of the permit2; c) to promote the online 

1  Law No.73/2015, Date 09.07.2015 and Law No.28/2017, 
Date 23.03.2017.
2  Law No.107/2014 in Article 44 "Request for a 
Construction Permit" provided for the first time the principle of 
administrative approval in silence according to which "..... The 
responsible authority decides on the construction permit within 
60 days from the submission of the application for construction 
permit. The regulation on development may specify shorter 

institutional interaction; d) to increase the trans-
parency and accountability that municipalities, 
in particular, should have while deciding on the 
approval or refusal of construction permits to 
citizens and businesses; e) reducing the time for 
applicants to obtain documents in state institu-
tions or other public agencies3. This instrument 
that includes in a single procedure all the neces-
sary steps for applying for a construction permit 
was also implemented to improve ranking in the 
World Bank’s Doing Business report.
The implementation of this innovative solution 
has not been easy considering the limited ca-
pacities of some municipalities, the difficulties 
of their administration to discontinue the doc-
umentary tradition of paper practices or to be 
timely informed on the new concepts of the sec-
torial legislation such as the principle of approv-
al in silence. 

deadlines or differentiated procedures for issuing construction 
permits, for low impact works on territory, or strategic 
investment for the country. If the responsible authority does not 
take a decision within the above deadline and the responsible 
planning unit at the local authority has not given any negative 
opinion regarding the request, the construction permit is 
considered approved in silence. Approval in silence does not 
apply to building permits that are within the competence of 
the NTC, as well as for other works, including those with high 
risk, as defined by the regulation on development or which are 
specifically regulated by the applicable legislation.”
3  E-Permits Platform is conceived as a single window where 
different institutions should give their approval/refusal on the 
basis of documents filed by applicants (designers/developers). 
In this way, many documents/confirmations/certificates/
authorizations that should be separately received before the 
application phase in these institutions are now received during 
the application phase. This way has saved the time spent to the 
applicants on getting them, by including these services as part 
of the platform.

INTRODUCTION
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These issues have been primarily on evidence, 
especially during the mid-stage implementation 
phase of April-September 2016, when the plat-
form was still an alternative to the usual appli-
cation, and the secondary legal framework was 
still in the consolidation phase.
During 2016, the IC Secretariat held meetings 
with businesses interested to know more on the 
construction procedures, particularly those re-
lated to agricultural and industrial warehouses. 
From these meetings, it came out that there was 
a lack of mutual information from both business-
es and some municipalities on the applicable 
procedures. To assist with some useful business 
information, the IC Secretariat prepared in Au-
gust 2016 a summary of information on the appli-
cable legislation and procedures to be followed 
by the businesses4.
More than one year has passed5 since the im-
plementation of the e-platform as the only and 
mandatory way of applying for a permit in the 
construction field and consequently the unifica-
tion of the procedures for the 61 municipalities of 
the country.
This working document aims to identify the most 
critical issues of the e-Permits platform users (ar-
chitects, designers, developers, municipalities, 
TDA and other institutions) regarding the appli-
cation process for development permits, con-
struction permits or other applications. Also, this 
working document aims to structure the debate 
among the involved stakeholders and encourage 
discussions on possible legal or regulatory im-
provements focusing on further simplification 
of the procedures and raising the transparency. 
The working document has also tackled issues 
related to institutional coordination as a prereq-
uisite for the operation of any similar platform. In 
this context, it was considered in particular the 

4  https://www.investment.com.al/sq/?s=lejet+e+ndertimit 
5  E-Permits Platform came into force on 20 April 2016 and 
became mandatory on 1 September 2016.

role of the central institutions in supporting the 
platform with up-to-date databases and the need 
to promote the platform from institutions such as 
AIDA, which have ongoing contacts with poten-
tial investors.
By addressing the relevant findings and recom-
mendations, the analysis aims to answer the fol-
lowing questions: 

 » Is the e-Permits platform a single-window ser-
vice? 

 » Has it disciplined the application and evalua-
tion procedures considering the deadlines, the 
required procedures and documents? 

 » Has the platform promoted efficient institution-
al coordination?

The analysis has also taken into consideration 
real issues from various investors reported to the 
Secretariat during 2016-2017, in regards to the 
procedures and documents needed to be com-
pleted before applying on the e-Permits platform, 
issues related to the institutional coordination or 
even specific procedures such as the conversion 
of the land required for the construction permits 
on agricultural land in the territory of the Munic-
ipalities that have not yet approved the relevant 
GLP.
To be more inclusive in addressing potential is-
sues and recommendations, the Secretariat held 
meetings with designers, architects, builders 
and institutions (Municipalities, MUD, and TDA). 
To this end, a questionnaire was prepared with 
specific questions for designers, developers, mu-
nicipalities or central institutions to get concrete 
suggestions that address the identified issues.
The findings and recommendations that are in-
cluded in this working document were discussed 
in a Focus Group Meeting (25 October 2017) with 
experts and professionals from the public and 
private sector in the area of territorial planning 
and development, to bring forward to the Invest-
ment Council the most representing issues for all 
the actors.

w w w . i n v e s t m e n t . c o m . a l

O btaining a construction permit is one 
of the key elements assessed by the 
Doing Business report in the frame-
work of the overall assessment made 

by the World Bank for a business-to-business cli-
mate in one country. The assessment criteria for 
the “dealing with construction permits” indicator 
focus only on a specific construction category. 
These criteria are:
1. Procedures to legally build a warehouse (number).
2. Time required to complete each procedure (cal-

endar days).
3. Cost required to complete each procedure (% of 

the warehouse value).

Albania has had a bad performance on this indi-
cator over the years (see Table 1). According to 
this report, the restriction on issuing construc-
tion permits for a period of almost 2 years nega-
tively affected the ranking.
A positive change came in the business climate 
assessment for 2016. According to the “Doing 
Business 2017” report, the country increased its 
ranking significantly by 39 places to 58th po-
sition. The implementation of the e-Permits 
platform was one of the main reasons for this 
improvement. Also, according to the “Doing Busi-
ness 2018” report, Albania keeps the same posi-
tion regarding this indicator.

CONTEXT

 Table 1.  Ranking of Albania according to Doing Business (2011-2018)

Indicator 2011 2012 2013 2014 2015 2016 2017 2018

Obtaining Con-
struction Permit 170 183 185 189 122 189 106 106

Doing Business 82 82 85 90 62 97 58 65

Source: World Bank 
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On the other hand, the construction sector has 
been one of the leading promoters of growth 
throughout the transition period. Sector growth 
and private investments in construction were sig-
nificant until 2008. The elements of the global fi-
nancial crisis, which were reflected in Albania in 

2008, dramatically reduced the growth rates in the 
construction sector with negative numbers, result-
ing in the most affected sector by this crisis6. These 
consequences were particularly reflected in the 
decline of the demand for residential apartments 
and new investment in the construction sector.

6  This conclusion comes out from the analysis of INSTAT 
data on economic growth.

In the following figures, an overview of the impact of the construction sector on the GDP during 1996-2015.

 Figure 1.  Contribution of the construction sector in 
the real increase of the GDP

 Figure 2.  Annual real growth of GDP as per  
construction sector 

Source: INSTAT, National Accounts as per Production Method, 1996 - 2015
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w w w . i n v e s t m e n t . c o m . a l

Since 2015, it is noticed an increase in the con-
struction sector of 14% after several years of 
decline. The latest data from INSTAT confirm 
the continuing of the increasing trend for 2016 
and the first 6-months of 2017. During the Q3 of 
20177, construction activity contributed by 0.68 
percentage points in GDP over the same period 
in 2016. For Q3, construction activity grew by 
7.64%, mainly influenced by private investments 
associated with TAP and companies that per-
form public works. 
Another aspect that has affected the poor perfor-
mance of the construction sector, especially after 
2011, was the heavy regulatory burden for obtain-

7  INSTAT, Economic Growth, Q3 - 2017, December 2017

ing permits and suspension (with some minor 
exceptions) of the applications for development 
and construction permits according to Decision 
No. 1 Dated 22.08.20148 of the National Territorial 
Council. This was reflected in Albania’s ranking 
in assessing the reforms under this indicator of 
the Doing Business 2016 as per Table No.1.
Another indicator, such as that of non-residential 
private investments, mainly for industrial build-
ings, hotels and tourism, has decreased consid-
erably since 2012, with very small fluctuations 
for 2013-2016.

8  Infrastructure works, public structures, emergency 
interventions, development permits for public, state and 
national interest, development permits for structures with 
production, industrial, tourist facilities purposes etc.

 Figure 3.  Approximate value of construction for private clients for non-residential buildings according to 
approved construction permits (million All)
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The above was also associated with the process 
of establishing 61 new Municipalities9 that cov-
ered a much wider territory than before and the 
lack of planning tools (General Local Plans) con-
tributed to reducing the number of constructions 
permit in a period of the 2-year period (2014-
2016).
Currently, General Local Plans (GLPs) have been 
completed for a good part of the municipalities, 
while the objectives are that preparation and ap-
proval of planning instruments to be completed 
by 2019 for all the municipalities. According to 
the National Territorial Planning Agency (NT-
PA)10, it has been completed the drafting of 31 
GLPs, TDA has approved 26 GLPs, 5 GLPs are in 

9  Territorial-Administrative Reform
10  http://www.planifikimi.gov.al/?q=sq/content/planet-e-
p%C3%ABrgjithshme-vendore 

the process of adoption, 13 GLPs are under draft-
ing process, and 17 municipalities are waiting for 
funding to start work in 2018-2019.
With the introduction of the e-Permits platform 
in April 2016 and its full implementation from 
September 2016, there was a significant im-
provement in Albania’s ranking in the respective 
indicator at “Doing Business 2017” (see Table 1). Ap-
plication procedures through the e-Permits plat-
form are consolidated, while an increase in the 
number of construction permits is noted at both 
local and central levels.
According to INSTAT, for the first 9 months of 
2017, in all the territory have been issued 608 
construction and residential (non-residential) 
permits, with an estimated investment value of 
around 37.4 billion ALL (see Table 2).

 Table 2.  Indicators of construction permits approved for new buildings according to the districts for the first 
9-months of 2017

Districts Number Estimated value 000/ALL                  

Albania (Total) 608 37,368,655

Berat 19 871,238

Dibër 24 1,047,164

Durrës 71 2,434,259

Elbasan 48 1,600,368

Fier 98 4,281,756

Gjirokastër 7 555,342

Korçë 57 2,317,296

Kukës 3 176,847

Lezhë 16 136,078

Shkodër 42 1,186,843

Tiranë 167 20,857,746

Vlorë 56 1,903,718

 Source: INSTAT 
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1. METHODOLOGY
The Secretariat undertook the following steps 
to identify business challenges as related to 
the procedures through the e-Permits platform, 
and the impact of this instrument on improv-
ing the investment climate are as follows:

 » Desk research on the national legislation 
in the field of territorial planning and de-
velopment and on the institutional legal 
framework established for the implemen-
tation and monitoring of this legislation;

 » Desk research on the strategic documents 
and international reports such as EU Prog-
ress Report 2016, Doing Business 2017, etc., 
e-Permit’s platform models implemented in 
different region countries (e.g., Macedonia, 
Serbia).

 » Preparation of a semi-structured Survey/
Questionnaire11 to be completed by e-mail 
and discussed in direct interviews with 
architects, designers, territorial plan-
ning experts, investors, interested groups. 
Meanwhile, specific questionnaires were 
prepared for central public administration 
institutions and 4 Municipalities (Tirana, 
Durrës, Korça, and Shijak). In total, 36 in-
terview meetings (66 people) took place 
during the period June - September 2017. 
The detailed Questionnaire was completed 
by 10 companies.

 » Consultation with 22 experts in the area at 
a Focus Group meeting (25 october 2017) to 
discuss in advance the most important find-
ings and recommendations to be presented 
at the IC Meeting.

11  Annex 3

2. LEGAL AND INSTITUTIONAL 
FRAMEWORK
A. Laws and secondary legislation
In 2009, the reform in territorial planning failed 
to be fully and successfully implemented due 
to the lack of drafting of planning instruments, 
despite the positive opinions on the Law no. 
10119/2009 “On Territorial Planning”. In 2014, 
law no.107/ 2014 “On Territorial Planning and De-
velopment” (hereinafter “Law 107/2014”) was ap-
proved. Its primary purpose was to strengthen 
the territory’s control mechanisms, aiming for 
the good management of lands and sustainable, 
well-planned territory development.
In addition, several other legal12 and sub-legal 
acts were adopted (DCM No. 408, dated 13.5.2015 
“On the Adoption of the Territorial Development Reg-
ulation” hereafter referred to as “DCM No.408”13) 
necessary to implement the principles of Law 
107/2014. Their aim was to regulate and align 
the legal framework in this area with the territo-
rial and functional changes of the municipalities 
that followed the territorial administrative re-
form and the strategic instruments14 and policies 
in the field of planning. All these created a new 
base for the applicable legislation in the field of 
urban development, abolishing a whole corpus 
of previous legal and sub-legal acts15.
The legal changes as above, accommodated the 
practical needs that arise for the allocation of the 

12  Law No. 73/2015 and Law No. 28/2017 “On Some 
Additions and Amendments in the Law No.107/2014”.
13  DCM No. 408 dated 13.05.2015 has been amended 5 
times, more concretely with the following DCMs: No. 672 
dated 29.07.2015; No.1043 dated 16.12.2015; No. 271 dated 
06.04.2016, No. 231 dated 21.03.2017 and No. 355 dated 
19.04.2017.
14  The planning instruments at national and local level are: 
General National Plan (GNP), National Sectorial Plan (NSP), 
Detailed Plan for National Significant Areas (DPNSA); Sectorial 
Plan in District Level (SPDL) and General Local Plans (GLPs).
15  Law No.107/2014 abrogated 6 laws and 5 sub-legal acts 
(Decisions by the Council of Ministers)
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Integrated Territory Register into two separate 
platforms, one serving for the territory planning 
process and the other in the function of applica-
tions and equipment construction permits at the 
national and local level.
Considering that e-Permits platform and the 
territorial planning platform used to work inde-
pendently in practice and with a different sys-
temic logic, a separate legal and regulatory re-
gime was established for each database.16

B. Responsible institutions for territorial 
planning and development
Annexe 1 provides synthetically the institutions 
which from a regulatory point of view are consid-
ered as planning and development authorities 
and their main competencies17.

3. ELECTRONIC E-PERMITS PLATFORM
In Albania, the functioning of the e-Permits 
platform was enabled with DCM no. 271 dated 
06.04.2016 “On some amendments and additions 
to the DCM No. 408 Dated 13.05.2015 “On the Adop-
tion of the Territorial Development Regulation” (as 

16  These dynamic developments in the legislation of the 
territorial planning and development brought up changes, 
in the institutional and regulatory framework needed to 
monitor and implement this legislation which determined with 
the establishment of new institutions such as TDA and the 
division of competencies between the latter and the NTPA. 
On the other hand, new concepts were introduced such as: 
(1) the principle of silent approval for construction permits, (2) 
application for construction permits through a single window 
(one stop shop), (3) transfer the right for development; (4) 
separation of the database of the territory planning from the 
construction permits database.
17  With the establishment of the Government that followed 
the elections of 25 June 2017 and the reconfiguration of the 
Ministries, the Ministry responsible for territorial planning and 
development policies is the Ministry of Infrastructure and 
Energy. Other subordinate and/or cooperating institutions in 
the field of planning and development of the territory have 
not been subject of changes in the name, scope of activity 
or competencies. Central level monitoring of competences 
belongs to the Council of Ministers, while at the level of local 
government units other actors are also the District Council/
Chairman of the Regional Council District and the Municipality 
Council.

amended). The e-Permits platform is conceptu-
alised according to the model implemented in 
Macedonia18 , aiming to provide a One-Stop-Shop 
Service by channelling to electronic means the 
application procedures and the review and ap-
proval procedures. Currently, the e-Permits plat-
form enables about 20 procedures starting from 
permits on development in the Municipality/
TDA and relevant construction permits, prelim-
inary declaration for the completion of works, 
procedures for changing the works or those re-
lated to the equipment with a certificate of use. 
As confirmed by TDA, the platform includes the 
interaction of 146 institutions that have access to 
the procedures related to the construction per-
mit. 
All the necessary institutional coordination 
among the various agencies involved in the pro-
cess must be done through the platform, within 
legal deadlines and considering the adminis-
trative approval in silence19, removing the direct 
contact of the applicants (business) with the 
institutions, as well as by removing the admin-
istrative burden from the business to the ad-
ministration. The purpose of implementing this 

18  The e-permits platform implemented in Macedonia 
besides the online application for construction permit it has 
additional functionalities such as the direct appeal through the 
platform to the competent court for decisions of the authorities 
put in charge by the law for issuing construction permits.
19  The e-Permits Platform enables the One-Stop Shop 
service to be implemented: the application will be sent to the 
municipality and the municipality will carry out through the 
system all the coordination with other public institutions, within 
clear deadlines and without delay. The deadline for reviewing 
the construction permits by the Municipality is 15 days, while 
other institutions that have to give their opinion on the permit 
must reply within 10 working days. If public institutions do 
not respond to the municipality within 10 working days, 
their approval/consent is considered to be provided in the 
silence and the municipality may further proceed with the 
examination of the application. In any case of lack of response 
by the municipality within 60 days from the submission of the 
applicant's request, the system should generate a decision for 
approval in silence.

w w w . i n v e s t m e n t . c o m . a l

instrument is to simplify the procedures for con-
struction permits, reducing the number of these 
procedures and increasing the transparency in 
decision-making.
The implementation of the e-Permits platform 
went through several stages:
3. On 20 April 2016, the electronic application 

for a construction permit via the e-Albania 
platform became effective, an alternative 
to applying in paper to the respective insti-
tution, to the municipality for permits with 
local impact and NTC for permits with na-
tional impact. During the application, it was 
made possible to liaise automatically with 
other public institutions databases as the Im-
movable Property Registration Office (IPRO), 
National Business Centre (NBC), and Gener-

al Directorate of Civil Status (GDCV) to obtain 
and validate the applicant’s information.

4. Since 1 September 2016, the entire application 
process (review and approval of permits) 
was carried out exclusively via the electron-
ic platform as the only form for carrying out 
such applications. All applications submit-
ted physically until 31 August 2016 would 
continue to be reviewed by the responsible 
authorities in written form, according to the 
rules and procedures provided by the legisla-
tion into force at the time of the application.

An analysis of the application elements of the e-Per-
mits platform, the applicable procedures and the 
deadlines depending on whether the application is 
made for a permit under the competence of the TDA 
or the Municipalities is detailed in Annexe No. 2.
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T he Findings section reflects only the 
most essential aspects discussed with 
architecture studios, investors and 
experts involved in the review and ap-

proval procedures under the e-Permits platform. 
The findings below can be grouped into:
A. Findings on issues related to legal aspects, 

for addressing of which are necessary 
recommendations that require additions, 
changes and supplements in the legal and 
sub-legal framework;

B. Findings on issues related to institutional 
coordination for addressing of which have 
been provided recommendations to institu-
tions involved, on the ways of completing the 
obligations imposed to them by laws and/or 
by-laws and the necessary mutual institu-
tional cooperation;

C. Findings regarding the technical aspects of 
the e-Permits platform, for addressing which 
technical discussion at the technical level is 
recommended by the experts, while for their 
implementation are required investments 
and operational/technical changes.

D. Other findings related to issues that are not 
directly related to the e-Permits platform and 
the services it provides, but which relates to 
the issues faced by the construction sector 
in general. This category of findings is not 
necessarily analysed by the Secretariat but 
included in the working document to reflect 
comprehensively the comments received 
from the stakeholders during the consulta-
tion phase.

4. LEGAL ASPECTS

A. Meeting the legal timeframes 
for reviewing the applications 
regarding construction permit and 
their correct implementation into 
practice remains a challenge for 
the administration of institutions. 

1. The timeframes envisaged in the legis-
lation regarding the procedures to be 
followed in the e-Permits platform have 
disciplined the parties, aiming to reduce 

   FINDINGS 
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bureaucracies and unnecessary delays. 
Despite this, it remains a challenge to meet 
them, especially by the institutions (mu-
nicipalities), which in non-isolated cases, 
while facing an increasing flow of applica-
tions, cannot complete their review with-
in the respective deadlines. There were 
claims that the procedure for the examina-
tion and approval of construction permits in 
many cases exceeds 60 days. From the meet-
ings of the Secretariat with representatives 
of the respective municipal administration, 
these delays are because the applicants are 
not yet accustomed to the e-Permits platform 
procedures and therefore do not file all the 
necessary documents accordingly. This obli-
gates the municipalities to request the com-
pletion of the documentation in the best case 
or to reject the entire application, suggesting 
re-application. While in the applicants’ point 
of view (mainly architecture studios), these 
delays are explained with the fact that Mu-
nicipalities usually request additional docu-
ments as a means of “buying” time for the re-
view of applications, using this opportunity, 
to suspend the deferring of the legal deadline 
of 60 days. The reasons for these delays are 
also limited human resource capacities.

2.  There is a contradiction between law 
no.107/2014 and the Decision of Coun-
cil of Ministers no. 408 (DCM No.408) 
regarding the maximum timeframe for 
approval of the construction permits. 
The maximum timeframe of 60 working 
days as provisioned in the e-Permits plat-
form for closing the review and approval/
rejection cycle of the application is not 
designed according to the provisions of 
law no.107/2014. While the law provides at 

maximum the timeframe of 60 days (read: 
calendar), DCM no. 408 refers to the term of 
60 working days. In practice, the e-Permits 
platform has set up its interim processes 
and timeframes as defined by the DCM no. 
408, thus counting them as working days 
and consequently, the 60-day timeframe 
has been interpreted in this form. According 
to the institutions, this is justified by the fact 
that for as long as Law no.107/2014 did not 
specify the type of the timeframe, then the 
DCM no. 408, which is a more detailed act, 
has all the attributes to specify in its content if 
the maximum timeframe will be on working 
days, calendar days or in some other form.

Based on the integral interpretation of the above 
provisions, it may be concluded that the 60-day 
timeframe provided under article 4420 of Law no. 
107/2014 should be implemented as read and in 
the most favourable scenario for users and not for 
administration. In any case, the legal provision 
under article 44 of the law should prevail over any 
other provision of sub-legal acts. This conclusion 
derives from the legal interpretation of article 44 

20  The responsible authority, pursuant to Article 27 of 
this law, shall review the application for construction permit 
according to the one-stop shop principle, coordinating the 
work with all the specialized public authorities that should 
provide their replies for the application.
The responsible authority shall decide on the construction 
permit within 60 days from the submission of the application 
for a construction permit. The regulation of development may 
specify shorter deadlines or differentiated procedures for 
issuing construction permits, for low impact works on land, or 
strategic investment for the country.
If the responsible authority does not make a decision within 
the above deadline and the responsible unit on planning at the 
local authority has not given any negative opinion regarding the 
request, the construction permit is considered as approved in 
silence. Silent approval does not apply to construction permits 
that fall within the competence of the NTC, as well as for 
other works, including those with high risk, as defined by the 
regulation on development or which are specifically regulated 
by the applicable legislation.
In case of the refusal of a request for construction permit or 
refusal of a preliminary declaration for the execution of works, 
the decision must be justified.
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in the literal, systematic, historical and teleological 
sense (purpose) and in accordance with the other 
terms provided by law;  from the purpose intended 
by the lawmaker to formulate the provision; as well 
as by interpreting this legal norm by analogy with 
other norms of criminal, civil or administrative law. 
As per the above, the interim procedure timeframes 
regarding the responses of the institutions or the ad-
ministrations that consider the applications may 
be on the working day basis, but not the maximum 
timeframe (deadline) of 60 days, which is a guaran-
tee by the legislator for the applicants to receive the 
response administration on approval and/or refusal 
of construction permit.
The legal analysis based on the above interpreta-
tions is detailed in Annexe 3.
3. The timeframes related to the procedure 

for paying the infrastructure tax are ap-
plied differently in different municipal-
ities. For example, the Municipality of 
Tirana applies 0.2% interest per day for 
non-payment of infrastructure tax within 
the initial 5 days. This measure is foreseen 
in the Decision of Tirana Municipality Coun-
cil (DMC) no. 59 dated 30.12.2015 (as amend-
ed)21, while other municipalities do not apply 
such a sanction. 

DMC no. 59, paragraph I/d provides that: “The tax 
shall be paid within 5 days from the date of the deci-
sion on the approval of the works and the issuance of 
the payment authorisation by the General Director-
ate of Territorial Planning and Development. If the 
applicant fails to pay this liability within 5 working 
days, then for each day of delay shall be calculated 
the interest at 0.2% per day of the amount to be paid, 
up to 30 working days. If at the end of this deadline, 

21  DMC No. 59 has been subjects of other additions and 
amendments, respectively DMC No. 8 dated 11.03.2016 and 
DMC No. 23.05.2016

the applicant has not yet paid the liability, the mayor 
decides other appropriate measures until the revoca-
tion of the approved permit.”
In conclusion, this provision is an overpass of the 
legal obligation for the developers/investors to pay 
the infrastructure tax according to law no.107/2014 
and Law no. 9632 dated 30.10.2016 “On the Local 
Tax System” (as amended).
Law no. 107/2014 and Law no.9632 dated 
30.10.2016 “On the Local Tax System” (as 
amended) do not provide such a procedure and 
either authorise the Municipalities to apply inter-
est rates or to set interim payment timeframes 
within the clear timeframe (deadline) set by law. 
Specifically, Article 46/2 provides that: “The in-
frastructure tax for new constructions shall be paid 
before the construction permit document is issued by 
the planning authority responsible”. Whereas, Law 
no. 9632, dated 30.10.2006 “On the Local Tax 
System” (amended) in Article 27 provides only 
the methodology of calculating the infrastruc-
ture tax and not the possibility of setting any in-
terest rates.
Based on the consultation with experts and as per 
Secretariat’s analysis, the deadline for the payment 
of the infrastructure tax is 15 days for applications 
for building permits in the municipality and 30 days 
for applications for building permits to the NTC, in-
terpreting the foregoing provision in conjunction 
with Article 4722 and the structure of the e-Permits 
platform. These deadlines should start from the 
moment of notification of the authority’s decision 
responsible for the approval of the permit to the appli-
cant on the e-Permits platform. The 15-day deadline 

22  “ The construction permit document shall be submitted to 
the applicant by the responsible authority no later than:
a) 15 days from the date of the decision on the approval of the 
construction permit by the Mayor;
b) 30 days from the date of the decision on the approval of the 
construction permit by the National Territorial Council”. 
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available to the investors for applications to Munici-
palities cannot be terminated with other deadlines, 
and the interest should not be applied in cases when 
the payment has not been performed within 5 days. 
The Municipality of Tirana should expect the pay-
ment of the infrastructure fee within the above-men-
tioned 15-day deadline. Any other provision is not 
based on the law.
Apart from the above, it is being confirmed that 
the application fee for application permits is dif-
ferent for different municipalities. Some munic-
ipalities apply a standard fee (i.e., 2,500 ALL), 
while other municipalities have set a fee for re-
viewing the application for a construction permit 
based on the investment value (e.g. Municipality 
of Tirana applies a 1% tariff on the value of the 
investment). The municipalities indeed have 
the autonomy to decide on local taxes and tariffs 
through the City Councils decisions. However, 
considering that the service provided through 
the platform is basically the same regardless of 
the investor locations, the above application tar-
iff is disproportionate and subject to discussion.

B. The list of documents required 
by the relevant legislation 
as necessary to apply for a 
construction permit is not 
sufficiently detailed, and in 
some cases, it is interpreted in 
a discretionary manner by the 
Municipalities/Institutions. More 
specifically:

1. In some cases, there are no checklists 
of sectorial documents prior agreed be-
tween the institutions (TDA and the Min-
istries) as per construction areas (e.g. 
energy/hydropower), leaving room for 

interpretation by institutions and appli-
cants. This is confirmed in the case of com-
plex and specific constructions for which the 
primary and secondary sectorial legislation 
refers to studies, analyses, certificates, li-
censes and procedures of a technical and 
operational nature which must be met not 
only by central institutions (Ministries) but 
also by other agencies and other sub-ordi-
nate institutions. Since the model chosen for 
the e-Permits platform is a one-stop-shop 
service that must be completed within rel-
atively short deadlines, the detailed lists of 
documents required for a construction per-
mit or certificate of use are agreed upon by 
the institutions responsible for their approv-
al /refusal are of utmost importance to avoid 
institutional ping-pong.

2. The regulation on the development of the 
territory has not exhaustively specified 
according to the typologies/area of con-
struction which licenses/authorisations 
should be submitted by the applicants. In 
the absence of a Manual/Guidance or any 
other legal act this has brought ambiguity 
to the applicants. The regulation in its Arti-
cle 15 provides, inter alia that the documents 
to be submitted for a construction permit 
are: ë) “Permits, licenses, authorisations or acts 
of approval required for the exercising of the ac-
tivity, pursuant to the specific legislation on per-
mits, licenses and authorisations, in cases when 
it is necessary to submit them before obtaining 
the construction permit”.

3. Some municipalities require additional 
documents beyond those provided in Law 
No. 107/2014 and DCM No 408. Specifically, 
notarised licenses or copies of property doc-
uments of the last 3 months were requested, 
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while none is necessary for applying for a 
construction permit under the legislation. 
Moreover, the list of required documents is 
different from the various municipalities. 
These lists have been constantly changed 
over the past few months, creating confusion 
on the interested entities. This has been due 
to the dynamics of changes that have been 
made to DCM No.408 and the e-Permits plat-
form in terms of architecture which has been 
in the process of continuous improvement 
and testing. Despite the foregoing, there has 
been an improvement in this aspect in re-
cent months, where many of the documents 
required in the first months of platform im-
plementation are excluded from the list of 
required documents. (e.g. list of documents for 
the Municipality of Tirana, June 2017).

4. Various municipalities require addition-
al documents for applications related to 
the works carried out with the Prelimi-
nary Declaration in overpassing the re-
quirements of Law no. 107/2014. The most 
typical case for this is for the Municipality 
of Tirana, which applies a list of additional 
documents23 that increase the burden on the 

23  Source: http://www.tirana.al/tirana-sherbime/planifikim-
territori/  List of documents:
- A document certifying the identity of the applicant, together 
with a photocopy to attach it to the documents.
- Request for works, (according to the Type Form of Annex 
D of the Regulation), which must be completed and signed 
by the property developer and the technical manager of the 
works. If there is co-ownership, the application must be signed 
by all co-owners or their representative, authorized by power of 
attorney, drafted before the notary, original copy or notarized.
- Notarial declaration from the owner/co-owner of the property 
for the type of work to be carried out.
- Certificate of ownership or mortgage certificate of property, 
attached indicative maps and a copy of the accompanying file, 
issued by the Immovable Property Registration Office, original 
copy received in the last three months.
- A copy of the map and the map of assets, calculated with the 
original, for the design of the Genplan from the GIS Cadaster 
Sector, where it is evidenced the object in which the works will 

applicants, especially for individuals. Ac-
cording to the Municipality of Tirana, these 
additional documents are required because, 
in practice, there are many abusing with the 
requests for works that are required to be 
carried out with a preliminary declaration 
while being subject to construction permits. 
Therefore, the submission of these docu-
ments minimises the abuse and execution 
of works in the territory different from what 
had been declared. Also, according to the 
Municipality of Tirana, these documents, 
although not stated by Law no. 107/2014, are 
required in accordance with the provisions 
of the Civil Code. In fact, according to Article 
4124 of Law no. 107/2014 the documents to be 
filed for works carried out with a Prelimi-

be carried out.
-Gen-plan designed by the GIS Cadaster sector on a scale of 
1: 500.
-The technical project for the realization of works:
Attached to the project:
- Technical architecture report, including the technical data 
table.
-Graphic works.
-The notarized individual architect's license with the relevant 
works categories, for the structure required to be built, within 
the validity period.
Timeline: 10 days
Location: Near the Citizen's Communication and Reception 
Section in Tirana Municipality,
24  Article 41 Preliminary Declaration for the performance of 
works
1. The Regulation on Development defines the list of 
constructions, installations and works that, due to intrinsic 
interventions in the building, the temporary nature of 
installations or regulation of the control of development by 
another permit or authorization or by sectoral legislation, do not 
require a construction permit and are subject to a preliminary 
declaration for their execution.  
2. In the cases specified in accordance with paragraph 1 of 
this Article, a written statement deposited to the responsible 
authority on territory development, together with the work-
project, drafted and signed under the responsibility of licensed 
professionals, is the only sufficient document for the start of 
construction works.
3. Responsible authority may provide objections to the 
Preliminary Statement for execution of the works, with a 
justified decision, if it finds that the conditions and legal 
requirements governing the preliminary declaration of works 
are not respected.
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nary Declaration are exhaustively defined: 
i) a written statement filed to the respon-
sible development control authority, ii) the 
work-project drafted and signed under the 
responsibility of the licensed professionals 
attached to the pre-declaration form that is 
filled through the e-Permits platform. Law 
no.107/2014 and DCM no. 408 did not dele-
gate any competencies to the Municipalities, 
which would discretionarily foresee other 
documents other than those provided for in 
the acts mentioned above.

Following consultations with experts and the anal-
ysis of the Secretariat, it can be concluded that the 
Municipalities cannot request additional and differ-
ent documents than those provided under article 41 
of law no.107/2014. This legal provision is concrete, 
not open, and does not refer to any other legal provi-
sion. Also, based on the types of documents required 
by the Municipality of Tirana according to the re-
spective list, it does not appear that any of them is 
subject to the provisions of the Civil Code (with the 
exception of documents related to the approval of 
the co-owners). In practice, it is true that there are 
cases when to avoid the construction permit and the 
specific procedures related to it, applicants apply for 
works with Preliminary Declaration. However, to 
prevent these cases, we do not think that a different 
extra-legal standard should be applied, than the one 
provided by the provisions of the current law, unless 
this dynamic is reflected in Law no.107/2014.
Furthermore, the analysis and the consultations 
suggest that the practice currently pursued through 
the e-Permits platform, which requires the approval 
of the Preliminary Declaration by the Municipalities 
before the works to begin, should be revised. Law no. 
107/2014 in its letter and spirit, defines works car-
ried out with a preliminary declaration as those for 
which it is not necessary to obtain a construction per-

mit. In this sense, the lawmaker, in order to facilitate 
the procedures in the area of construction and espe-
cially to assist individuals who perform simple and 
non-essential constructions works, has requested 
only the expression of interest by the applicant and 
not the necessity of approval by the Municipalities in 
the form of a Permit and/or Authorization. Based on 
this, we think that for this category of works should 
not be expected in advance any form of approval by 
the Municipalities. The latter have the opportunity to 
oppose these works when they are carried out in vio-
lation of legal requirements, while other control and 
inspection mechanisms in the field should be set up 
to avoid abuses with this category of works.

C. Although the legal framework 
does not provide for, businesses 
claim the need for a supervisory 
appeal body to coordinate the 
municipalities and the applicants 
and resolve disputes between 
them.

The territorial planning and development legal 
framework has not foreseen an administrative 
appeal against the municipality’s decisions. 
This finding is brought to this Technical Note 
as a reflection of the comments of some actors 
contacted by the Secretariat for analysis pur-
poses. Based on the analysis conducted, there 
is no imperative requirement in national or in-
ternational legislation, the existence of bodies 
for reviewing the administrative appeals of the 
parties towards a particular administrative act. 
The right of the parties to appeal, the decision 
of the Municipalities/NTC for the procedures 
of the e-Permits platform, is guaranteed by the 
existing legislation through the judicial appeal 
of the act of approval/refusal to the competent 
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Administrative Court. To date, the Secretariat 
has not identified any cases of judicial appeals 
against Municipal decision-making for building 
permits under the e-Permits platform. Accord-
ing to the stakeholders’ feedback during meet-
ings held by the Secretariat, this may be due to 
several factors: i) investors/developers do not 
prefer to pursue the judiciary path because they 
do not trust the courts; ii) the review timeframe 
by the Administrative Courts in practice is very 
long; iii) it is easier for investors to re-apply 
again through the e-Permits platform by filling 
out the required documents as requested by the 
Municipalities.
Given the above and considering that from the prac-
tice, it has not resulted as necessary the existence 
of an administrative appeal body, which existence 
would, in any case, be associated with additional 
procedures and deadlines that would determine 
the speed of the whole procedure related to the con-
struction permits, the recommendation to establish 
such a body at this moment and at this implemen-
tation stage of the e-Permits platform (only 1 year 
being implemented), it would be premature. How-
ever, with the maturity of the process and after 2 or 
3 years, the above issue may be subject to further 
discussions by the experts regarding the provision 
of such a possibility, the implementation of which 
would require, in any case, legal amendments.

D. There are still sectorial laws 
that need to be harmonised with 
specific legislation to meet the 
digitalisation requirements of 
e-Permits.

Based on the consultations, it turns out that in 
many cases, some problems and bureaucracies 
come as a result of the overlapping of sectorial 

laws with the concept of the platform under the 
legislation of planning and development of the 
territory. Below are some concrete cases:
1. Notification on the commencement of 

works after obtaining the construction per-
mit is made by the entity through the plat-
form. Through the platform, the respective 
local territory protection inspectorate re-
ceives information on the start date of the 
works. Based on the consultations, it comes 
out that despite this electronic notice, in 
practice, investors are obliged to submit 
again to these inspectors and the State 
Police in the printed format all the appli-
cation documents for construction permit 
together with the permission issued by the 
municipality. There are many cases that 
inspectors referring to Law no. 8402, dated 
10.09.1998 “On the Control and Discipline of 
Works” (amended) do not consider sufficient 
only the notification on the commencement 
of works, but require a prior receipt of a Cer-
tification/Authorisation by the respective 
inspectorate, a practice which increases 
the administrative burden for the parties in-
volved in the process.

2. Based on consultations, it turns out that in 
many cases, the IPROs do not accept appli-
cations for electronic registration (e.g., for the 
registration of a construction permit or certifi-
cate of use) through the e-Permits platform. 
According to IPRO, the practice of docu-
ments should be written and in compliance 
with the sectorial legislation, namely Law 
no. 33/2012 “On the registration of immov-
able properties” and the DCM No. 1, dated 
13.04.2016.

3. There are sectorial laws of institutions 
directly involved in the e-Permits plat-
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form, which do not delegate the obtain-
ing of permits/authorisations through the 
platform, but in the traditional and writ-
ten form. For example, Law no. 9048 of 
07.04.2003 “On the Cultural Heritage” (as 
amended) in its Article 47 provides that: 
“Investors are obliged to obtain written ap-
proval by the National Council of Restoration 
and the National Council of Archaeology”. 
Similar legal provisions have also been 
made for the NWC.

E. Suspension of applications 
(except for preliminary 
declarations) in the Permits 
Platform for some Municipalities 
during August 2017, while law 
no.107/2014 does not provide 
such an option.

During the meetings with architecture studios 
and investors, it came out that applications on 
the e-Permits platform in August 2017 were 
suspended. According to the Municipality of 
Tirana and TDA, this came due to the suspen-
sion of IPRO’s work during this period. In the 
absence of responses by IPRO, the Municipal-
ity of Tirana was unable to continue the pro-
cedures for reviewing construction permits. 
Law no.107/2014 and DCM No. 408 do not 
foresee the possibility of suspension of con-
struction permit procedures nor authorise any 
institution to take such a decision even when 
objective conditions and circumstances may 
exist. Law no.107/2014 and DCM No. 408 have 
foreseen that the lack of responses from insti-
tutions is considered an administrative silent 
approval that enables the continuation of the 
procedure.

2. INSTITUTIONAL COORDINATION
A. Different municipalities apply dif-

ferent practices in handling appli-
cations in the e-Permits platform, 
such as the case of implementing 
the silent approval principle. 

Specifically, in the case of the lack of respons-
es of the institutions or agencies involved in the 
process of confirming the documents submitted 
by the applicants, some municipalities continue 
with the procedure for approval of construction 
permits, considering the non-response of these 
institutions as silent consent. In other cases, 
and when mainly, IPRO does not confirm with-
in 10 days the property ownership documents 
submitted on the platform by the applicants, the 
municipalities do not consider this as a silent ap-
proval but suggest the applicants follow the cor-
respondence via letters, hesitating to assume the 
responsibilities regarding property issues.
There is a discussion by the institutions on the 
possibility of abolishing the principle of silent ap-
proval for the responses to be given by the IPRO, 
given the importance of accurate property doc-
uments for all subsequent procedures. Setting 
such a provision requires intervention in Law 
107/2014. It could be a proportional measure if it 
would provide additional guarantees to the pro-
cess (such as increasing sanctions) to make sure 
IPROs respond to the Municipalities in any case 
within the 10 days’ timeframe.

B. There is still a lack of coordination 
among the Municipality Directorates 
involved in the procedures related 
to the applications on the e-Permits 
platform, although there is a nota-
ble continuous improvement. 
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For example, in the Municipality of Tirana it was 
not considered sufficient only the filing of the 
mandate for the collection of the infrastructure 
tax on the e-Permits platform, but also the re-
ceipt of a certificate by the General Local Taxes 
Directorate (GLTD) (the subordinate directorate 
under the municipality) to confirm that the pay-
ment was performed in the respective treasury 
code-branch. In some other municipalities, a cer-
tificate was required from the Fire Protection Di-
rectorate when such structures are already part 
of the local government units and subordinate 
to the Municipalities. This fact has been evident 
especially in the first months of implementation 
of the e-Permits platform, while in the last 2-3 
months, there has been a significant improve-
ment and stabilisation of internal procedures 
which enable better coordination and reduction 
of the administrative burden for applicants on 
the platform. Currently, according to the Mu-
nicipality of Tirana, the confirmation of the in-
frastructure tax payment is done automatically 
by GLTD on the e-Permits platform, without the 
need for a written confirmation/certificate. The 
above cases and other similar cases have been 
an institutional practice for the local administra-
tion institutions and the central administration 
because of the lack of digitalisation and systemati-
sation of the information or a traditional bureau-
cratic approach.
4. Structured hearing sessions with inter-

ested subjects (applicants) are not always 
organised. In some cases, it is reported 
that the clarification of technical aspects 
or additional documents to be submitted 
is done more based on personal than insti-
tutional meetings.

Following the feedback from the interviews with 
stakeholders involved in the e-Permits platform, 

it is broadly accepted that the platform has in-
creased the speed of the process. However, it has 
limited the contacts/meetings between the ar-
chitecture studio specialists and the municipal-
ity specialists who deal with the technical review 
of projects submitted as part of the application. 
Even when these meetings are organised, they 
are unstructured, based on personal contacts 
and in inappropriate environments. The reason 
for this is the short timeframes available for the 
review of documents and the lack of physical 
facilities available to the responsible structures 
within the municipality.
5.  No electronic databases have yet been 

completed by NEA, IMC, and NWC to be 
put at the disposition of the TDA and Plat-
form. 

Based on the Prime Minister’s Order No. 143 dat-
ed 03.11.2015 “On the  Establishment and the 
Functioning of the Responsible Structures for 
the Coordination of Work with the Territorial 
Development Agency (TDA), point 5 provides 
that: “the following institutions such as the National 
Environmental Agency, the Institute of Monuments 
&  Culture, the Water National Council and 
the National Archaeology Council, which grant ap-
proval/consent/prior approval for the development/
construction permits, are responsible that not later 
than 6 (six) months from the date of adoption of this 
order, to prepare and submit to the TDA an electronic 
database showing where parts of the territory are not 
eligible for the development/construction according 
to the sectorial laws, according to which these insti-
tutions are supervised”. Currently, it results that 
only the NAC has fulfilled this obligation and has 
prepared relevant databases.
6.  There are still gaps in the platform archi-

tecture as related to specific sectors, such 
as energy.
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This concern has been raised by entities (ap-
plicants and institutions) involved in the pro-
cedures for reviewing the applications for a 
certificate of use for built objects-Hydropower 
Plants. For these complex constructions in spe-
cific areas such as hydropower, the 10-day dead-
line available to the line ministry is estimated by 
them as insufficient. While from the investor’s 
perspective, the procedures for completing the 
application documents required on the platform 
remain bureaucratic and leave room for discus-
sion on the boundaries between the institutions, 
despite the positive will of all the parties involved 
in resolving these cases.
7.  There has not always been an interac-

tion/coordination between the IPRO and 
the Municipalities. It is noted a significant 
improvement as of September 2017.

Despite the above, the lack of full registration and 
digitalisation of the properties constitutes a ma-
jor obstacle to fulfilling the e-Permits objective 
as a one-stop-shop service. Projects launched 
to complete the registration and digitalisation of 
the property titles are expected to have an impact 
in the upcoming months.

3. B.1 PROCEDURES TO BE 
FOLLOWED BEFORE APPLYING FOR A 
CONSTRUCTION PERMIT
During the meetings of the Secretariat with ar-
chitecture studios and investors, some issues 
have been identified regarding the documents to 
be prepared before the application in the e-Per-
mits platform. According to them, the proce-
dures in some cases are tedious or bureaucratic 
and slow down new investments. In this regard, 
they underline the procedures for obtaining the 
Environmental Permits and procedures for the 
Land Conversion in those cases when the facili-

ty’s construction on agricultural land is planned 
in the territory of the Municipalities that have not 
yet approved the GLP. These cases have been 
briefly discussed below, without the intention to 
bring final recommendations but to bring them 
under the attention of the relevant decision-mak-
ing institutions.

A. Environmental Impact 
Assessment - Is it necessary for 
every category of construction, 
including housing?

For each construction category, regardless of 
its typology or functionality, prior approval of 
the Environmental Impact Assessment (a pre-
liminary or deep assessment) is needed, which 
is issued based on the Environmental Impact 
Assessment Report (EIA) prepared by a licensed 
expert. According to sector representatives con-
tacted by the Secretariat, this is considered an 
excessive step, especially for residential-pur-
pose constructions, which do not significantly 
impact the environment. Moreover, when the 
Municipalities have already adopted the Stra-
tegic Environmental Plans and when GLPs are 
confirmed in advance by the National Environ-
mental Agency (NEA), the receipt of this confir-
mation is assessed as an increased bureaucracy 
that increases the administrative and financial 
burden, especially for individuals. In practice, 
there have been uncertainties about when an 
environmental permit must be obtained. Should 
it be obtained before applying on the e-Permits 
platform or after making the application through 
the platform, avoiding in this case the paper cor-
respondence and the long timeframes of 45 days 
under the sectorial legislation into force related 
to environmental permit? Questions that require 
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decision-making by the institutions involved in 
this regard could be: 1) Can the EIA be deposited 
through the e-Permits platform? Can the receipt 
of the Environmental Confirmation/Permit be 
obtained through the e-Permits platform? 2) Is 
EIA necessary for each category of construction, 
including housing?

B. Conversion of the Land25

1. Due to the large number of requests for con-
struction permits on agricultural land, Min-
istry of Urban Development (MUD) in coop-
eration with the Ministry of Agriculture and 
Rural Development, prepared the DCM No. 
283 dated 01.04.2015 “On the Determination 
of Types, Rules, Criteria and Procedures for 
the Construction of Facilities for the Produc-
tion, Conservation and Processing of Agri-
cultural and Livestock Products on Agricul-
tural Land” (as amended). This DCM seems 
to have partially solved the need for buildings 
only for purposes closely related to agricul-
tural ones by setting minimum criteria and 
conditions to be met, such as the distances, 
surfaces and volumes involved. When the 
municipalities have approved GLPs, the con-
struction permit is issued by the local gov-
ernment unit in accordance with the terms 
and conditions of the GLP. In the absence of 
such GLP, the construction permit is issued 
after checking the compliance of the project 
proposal by the TDA which in cooperation 
with the Ministry of Agriculture and Rural 
Development verifies the conformity with 

25  The legal basis for land conversion is related to basic laws: 
Law No.8752, dated 26.3.2001 "On the Establishment and 
Functioning of Land Management and Protection Structures" 
(amended) and Law No.9244, dated 17.06.2004 "On the 
Protection of the Agricultural Land "(amended).

the territorial planning documents into force. 
The following steps are:
a) TDA notifies the relevant municipality 

and the applicant for checking the com-
pliance and the continuation of the pro-
cedures;

b) The municipality conducts verification 
in the field, based on the legal provisions 
into force for territorial planning, includ-
ing the rules and criteria outlined in the 
above DCM and notifies the TDA;

c) If, as a result of field verifications, it 
comes out that the proposal is in accor-
dance with the criteria set out in this 
DCM and the territorial planning docu-
ments in force, the mayor shall decide 
on the approval of the construction per-
mit and shall propose to the Ministry of 
Agriculture and Rural Development to 
continue the procedures for the transfer 
of agricultural land to construction land, 
subject to the construction permit. This 
Ministry then drafts the respective deci-
sion, which is submitted for further ap-
proval to the Council of Ministers

The problem in practice is related to the long period 
required to implement the above procedure and the 
approval of the respective DCM that would enable 
the conversion of land from agricultural land to con-
struction land and then obtaining a construction 
permit. Obtaining construction permits in the area 
of agriculture is also a prerequisite to benefit fund-
ing from support schemes, soft loans or other sector 
funding. What can be improved in this respect is 
that the building permit is first approved, and then 
the land conversion process is done without the cer-
tificate of use. Once approved by the institutions, 
including the Ministry of Agriculture and Rural De-
velopment, it remains only a matter of procedure the 
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drafting of the respective DCM for final approval in 
the Council of Ministers.
2. The procedures for land conversion from ag-

ricultural land to construction land are also 
followed when reviewing applications for 
building industrial facilities or different ware-
houses on agricultural land. A special commit-
tee reviews these requests at the Ministry of 
Finance and Economy26 in cooperation with 
the Ministry of Agriculture and Rural Develop-
ment, which has to give its opinion before pro-
ceeding with the preparation of the respective 
draft decision to the Council of Ministers in ac-
cordance with the provisions of the DCM No. 
410, dated 27.06.2012 “On the Definition of Rules 
and Procedures for the Change of Land Resourc-
es”. Even in this case, filing of the documents 
requires a long period of time and the comple-
tion of the procedures requires full coordina-
tion of the involved institutions.

Given the above considerations and focus group 
discussions, remain to be further elaborated the 
following topics:
1. In the conditions when the agricultural land 

stock is at a minimum (estimated at 340,000 
ha), is it perhaps a drastic decision to not allow 
any other type of construction on agricultural 
land, except those of agricultural character?

2. Should all the GLPs be firstly approved and af-
terwards reviewed the land conversion proce-
dures?

3. Is it feasible the automatic conversion of land at 
the moment of GLP registration in the IPRO?

4. Should it prevail the interest for building indus-
trial and agricultural warehouses or the need to 
protect the existing agricultural land stock?

26  Former Ministry of Economic Development, Tourism, 
Trade and Entrepreneurship – Instruction No.5557 dated 
12.06.2017

4. TECHNICAL ASPECTS
The following findings are technical, listing only 
those identified as the most rational ones based 
on the meetings held with most of the involved 
stakeholders.
1. The platform does not enable to upload doc-

uments of in DXF format. The documents up-
loading capacities are limited.

2. GIS Cadastre for the Municipality of Tirana 
is not part of the e-Permits platform.

3. The platform should confirm the submission 
of documents and the receipt of documents 
by the respective institutions. (For exam-
ple, applications have been rejected with 
the claim that the insurance police is miss-
ing while the company can prove (by print 
screen) that this documentation has been 
uploaded).

4. The platform does not enable the user to 
check responses from other institutions. The 
debate in this aspect is both technical and 
strategic based on the e-Permits platform’s 
purpose. According to the Secretariat, TDA 
should be equipped by the legislation with 
the legal and technical administrator attri-
butes of the e-Permits Platform. 

5. Not informing in real-time applicants and 
municipalities about changes made to the 
platform. 

6. The platform can display a limited number 
of developers, although the legislation has 
foreseen that there might be several of them.

During the consultations held by the Secretariat, 
it comes out that there is a positive will from the 
institutions involved in the technical administra-
tion and management of the platform (TAD and 
NAIS) as well as the technical capacities from 
the service provider (IKUBINFO) to add func-
tionalities to the platform and further improve 
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it. Of course, the speed and quality of the service 
provision to the entities remains one of the main 
challenges of the e-Permits platform as a one-
stop-shop.

5. OTHER
The following issues are not necessarily related to 
the e-Permits platform, but they are mainly asso-
ciated with problematic issues of the investors in 
construction. Some of these issues have been raised 
by the groups of interest (Builders Association) and 
have also been discussed with pertinent institutions 
responsible for decision-making. This analysis does 
not take the responsibility to clarify all the issues 
exhaustively or provide concrete recommendations 
for all of them. Some of these issues have been sum-
marised to incite debate and discussion at the Invest-
ment Council. 
1. It remains a challenge the quality level of the 

applications and the control filter in the con-
tent of the documents and studies submitted 
during the application phase for construction 
permits. Continuous training, qualification, 

and quality of the projects and investments is 
not a challenge only for the central and local 
administration but also for the private sector.

2. Some builders ask for the liberalisation of 
the procedures related to the making of the 
Structural Warranty (Technical Critique), 
reasoning that this should not remain of the 
sole domain to the Construction Institute.

3. Standards for construction – Should they 
be mandatory? Is it time for a Construction 
Code?

4. Construction inspection procedures – should 
they be reviewed?

5. Method for the calculation of the infrastruc-
ture tax – does the business take in return the 
development of the infrastructure?

6. The income tax paid by the builder also for 
the exchanged part with the landowners 
should be revised.

7. Clear definition of the competences of the 
local government units for the review proce-
dures of applications for construction per-
mits and development permits.
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T he following recommendations aim 
to address the identified findings 
mentioned above in the legal, institu-
tional and technical framework. Con-

sidering that many recommendations address 
at the same time both legal and institutional is-
sues, their presentation is given within a gener-
al grouping and not specific for every concrete 
finding as presented above.

RECOMMENDATION 1.

The authorities in charge which decide on the 
construction permits to meet the legal time 
term of 60 calendar days. Amendment to the 
DCM No. 408 dated 13.05.2015 “For the Approval 
of the Territory Development Regulation” in order 
to reflect this deadline. Interim deadlines (e.g., 
for providing opinions/approvals by the other 
institutions might be defined in working days; 
meanwhile, the general deadline for the approv-
al/rejection of the construction permit should 
not exceed 60 calendar days). Re-settlement of 
the deadlines as above-mentioned in the e-per-
mits platform to ensure that the legal obligation 
is met.

RECOMMENDATION 2.

Unification and firmly establishing of the pro-
cedures followed by the responsible authori-

ties which decide on the approval of the con-
struction permits. Preparation by MIE/TDA 
of a detailed operational, technical and legal 
manual as an Instruction for all the users. The 
manual should be made available to all plat-
form users, particularly municipalities and 
AIDA, as institutions that can promote the 
platform’s one-stop-shop services to poten-
tial investors.
The manual to provide details for each applica-
tion category within the e-permits platform:

 » Exhaustive lists (as much possible) of the 
necessary documents according to the ty-
pologies/categories of construction permits. 
These lists must be previously agreed with 
the other institutions (Ministries, Agencies, 
Committees, and Councils).

 » The competencies and the role of each insti-
tution included in the platform.

 » Technical and legal workflow pursued by the 
platform and institutions which are part of it.

RECOMMENDATION 3.

The legislation should provide TDA with the at-
tributes of the legal and technical administrator 
of the e-Permits Platform. The necessary amend-
ments should be reflected in Law No. 107/2014 
and in the DCM on the administration of e-Plat-
form to be approved on this purpose.

RECOMMENDATIONS
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RECOMMENDATION 4.

The preliminary declaration should not be 
considered as an application for the approv-
al of the permit. For the works carried out with 
Preliminary Declaration, it is suggested that pri-
or approval/authorisation from municipalities is 
not necessary. Reconfiguration of the e-Permits 
platform for the category Preliminary Declara-
tions in compliance with the legal provisions of 
the Law No. 107/2014.

RECOMMENDATION 5.

Suspension cases of the functioning of the 
platform, when necessary, should be made 
on a legal basis. To resolve this kind of situation 
as per legal framework and to avoid any misun-
derstanding in practice, it is recommended that 
cases of applications suspension in the e-per-
mits portal only for objective/maintenance rea-
sons should be explicitly provided by  Law No. 
107/2014, DCM No. 408 and other sub-legal acts.

RECOMMENDATION 6.

Legal amendments to the sectorial legislation 
of some institutions to respond to the digital-
isation requests of the platform as a one-stop-
shop service.
a) IPRO should not request practices in written 

form and by post for the registration of the ad-
ministrative acts (construction permits/de-
velopment permits/certificate of use), which 
are instead provided with a digital stamp 
and electronic signature by the e-Permits 
platform. Law No. 33/2012 “On the registra-
tion of the immovable properties” and Instruc-
tion of the Council of Ministers No. 1, dated 
13.04.2016 should be subject to legal amend-
ments to address this need.

b) Law No. 9048, dated 7.4.2003 “On Cultural 
Heritage,” should be subject to amendment 

as relates to the written approvals issued by 
NCA and NCR. These approvals should be 
made electronically only through the plat-
form. The entire procedure of sending the 
application at the Institute of Cultural Mon-
uments (ICM) and the Agency of Archaeo-
logical Service (which function as technical 
secretariats of NCR and NCA) should be car-
ried out (depending on the typology of the 
construction) by TDA or respective munici-
palities. 

c) Amendments to the Law No. 8402/1998 “On 
the Controlling and Disciplining of the Con-
struction Works” (amended) and the relevant 
sub-legal framework require the notification 
for the starting of the works to be equipped 
with a Certificate/Authorisation before the 
starting of the works. The notification on the 
starting of the works in the e-permits plat-
form should be sufficient for the institutions 
(ICM/NTPI). This does not prevent onsite 
inspections by the responsible inspectorate 
for inspecting the territory as relates to tech-
nical security conditions implemented by the 
developers.  

d) Amendments to the DCM No. 416 and DCM No. 
268 dated 06.04.2016 regarding NWA. In cas-
es when for the approval of a construction 
permit, according to the law for planning and 
development of the territory, it is required in 
advance submission of an authorisation, or 
permission by NWA, the respective author-
ity of territory development, to delegate the 
application via e-Permits platform to:
1. Water Basin Agency, when the activity 

for which it is required the use of water, 
it is foreseen to be performed within the 
basin boundary;

2. The Technical Secretariat of the Nation-
al Council of Water (TSNCW), in the case 
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of approval, in principle, of the request 
for issuing a concession for water re-
sources and for issuing a permit for the 
use of the water resources after the sign-
ing of the concession contract;

3. The Technical Secretariat of the Nation-
al Council of Water (TSNCW), when the 
activity is foreseen outside the boundary 
of a single basin and in cases when the 
activity is “navigation” or “construction 
of anchoring and port structures”. 

In these cases, the procedure will be performed 
based only on the information given by the appli-
cant in the construction e-Permits portal. For the 
above, it is deemed necessary to make relevant 
amendments to DCM No. 416, dated 13.5.2015 “For 
the approval of the special conditions, accompany-
ing documents, validity deadline, application forms 
for authorisation and permits, procedures of review 
and decision-making, as well as authorisation and 
permits forms for the use of the water resources”, as 
well as DCM No. 268, dated 06.04.2016 “For the 
Approval of the Regulation “On the Functioning of 
the National Council of Water”.

RECOMMENDATION 7.

Unification of the tariff for the application of 
construction permits in the e-Permits plat-
form. Legal amendments to the DCM No. 
408 should reference Law No. 9632 dated 
30.10.2006 “On the Local Taxes System” 
(amended).

RECOMMENDATION 8.

Reviewing of the deadlines and interest rates 
for the payment of the infrastructure tax in 
the Municipality of Tirana. The review should 
have as an object the compliance with the estab-
lished deadlines to the applicants by the Law 
No.107/2014 “On the Planning and Development 
of the Territory” (amended) and addressed with 

the amendment to the Decision of Tirana Munic-
ipality Council No. 59 dated 30.12.2015 (amend-
ed) paragraph III.d.

RECOMMENDATION 9.

Completion within a deadline of not more 
than 3 months of the electronic database from 
NEA, IMC and NWA, in compliance and in im-
plementation of the paragraph 6 of the Ordi-
nance No. 143 dated 03.11.2015 of the Prime 
Minister and making then available to TDA. 

RECOMMENDATION 10.

Re-categorise the constructions for which 
environmental permits must based on the 
risk analysis and environmental impact. 
For the residential constructions or other con-
structions without an impact on the environ-
ment, an Environmental Permit should not be 
required when municipalities have approved 
environmental strategic plans for their terri-
tories.

RECOMMENDATION 11.

Raising of the awareness in the decision-mak-
ing for applications through the platform en-
abling structured hearing sessions with the 
applicant according to the provisions of the 
Administrative Procedures Code. Due to the 
specifics of this document, conducting hearing 
sessions, as part of the administrative practice 
for the clarification of parties, is deemed neces-
sary. This would avoid misunderstandings that 
arise from formal responses or delays in review-
ing the technical document and/or its comple-
tion. From the point of view of the Secretariat, 
there is no impediment from the legislation that 
regulates the e-Permits platform’s procedures 
to enable these hearing sessions also based on 
the principles of the Administrative Procedures 
Code.  
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RECOMMENDATION 12.

Preparation by the municipalities of sim-
ple explanatory manuals also in accordance 
with the typology of the services provided in 
the e-Permits platform. Assistance from the 
municipalities for specific categories of appli-
cants (farmers and individuals).

RECOMMENDATION 13.

To facilitate the foreseen procedures and 
deadlines in the e-permits platform for farm-
ers/collectors/exporters who desire to build 
light constructions for storing agricultural prod-
ucts and medicinal plants that do not impact the 
environment. 

RECOMMENDATION 14.

Automating of the procedures among the di-
rectories and institutions dependent on the 
municipalities and digitalisation of the infor-
mation reduces the business’s administrative 
burden. Confirmations for the payment of appli-
cation fees or other liabilities related to local tax 
and tariffs and any other certificate should not 
be a burden to the applicant but should be car-
ried out by the directory itself, which reviews the 
applications in the e-Permits platform as per the 
principle of one-stop-shop service. 

RECOMMENDATION 15.

Digitalisation of the registry of permits/licenses/
authorisations27 issued by the Ministry of Urban 

27  There is a misinterpretation in practice between licences 
and certificates. Certificates are not licences and consequently 
are not administrated by the NBC. “Licences” which are issued 
in the construction area (designer, architect, construction 
checker, supervisor etc.) are administered independently by 
MUD and issued by the Professional Commission under this 
Ministry.
With the current legal basis, MUD has the legal obligation to 
deposit in the registry of the NBC only those licences given 
to judicial entities-companies equipped with a Taxpayer’s 
Identification Number. For other “licences” given to individuals 
which to the understanding of the Law No.10081 dated 
23.02.2009 “For Licences, Authorisations and Permits in 

Development/MIE. Interconnection of the e-Per-
mits platform with the electronic registry of the 
MUD and NBC.

RECOMMENDATION 16.

To consider the possibility of inclusion within a 
6-month period by the Municipality of Tirana of 
the GIS cadastre in the e-permits platform. 

RECOMMENDATION 17.

Continuous training and qualification of the hu-
man resources directly involved in the approval 
procedures of the construction permits via the 
e-Permits platform. Consolidation of dedicated 
structures only for this process.

RECOMMENDATION 18.

Discussion at the technical level by TDA, NAIS, 
Municipalities and users of the following possi-
ble technical improvements:
a) The structure of the e-permits platform to 

enable involved parties in an application pro-
cedure to see the exchanged responses, thus 
raising the transparency offered to date.

b) Increase the technical capacities of the 
platform to shorten the time and enable the 
submission of application documents also in 
another format apart from pdf.

c) Any amendment in the structure of the 
e-Permits platform should be communi-
cated in advance to its users through pop-
up notifications in the user’s account and/
or by e-mail.

d) To make it possible to add the number of 
developers in the platform since the law 
recognises the possibility of having several 
developers.

Republic of Albania” (amended), for NBC, are certificates and 
do not have any legal obligation to notify NBC. Despite this, 
for this category an important step is their digitalisation initially 
in a register at MUD, so that systems become integrated and 
application in practice becomes faster. 

w w w . i n v e s t m e n t . c o m . a l

FOR THE PLANNING AND 
DEVELOPMENT OF THE TERRITORY 
AND THEIR COMPETENCES

A. Ministry of Transport and 
Infrastructure28 
1. Undertakes legislative initiatives in the area 

of planning and development of the territory;
2. Supports the planning authorities and inter-

national planning;
3. Drafts and approves the national planning 

policy;
4. Drafts the legal framework & construction 

regulation;
5. Performs studies and drafts territory devel-

opments plans;
6. Takes the initiative and drafts NGP (National 

General Plans).

B. National Territory Council (NTC)
1. NTC is the authority responsible for deci-

sion-making for development permits and 
construction permits for complex develop-
ments, defined in the development regula-

28  Ministry of Urban Development (MUD) 

tion, and those related to issues, zones, ob-
jects of national importance or with strategic 
investments on the country’s interests, with 
a proposition by MUD;

2. Decides on the zones of national importance 
in the field of construction;

3. Decisions for application procedures for 
construction permits in the competence of 
the NTC;

4. Approves NGP (National General Plans), 
NSP (National Strategic Plans), DPNSA (De-
tailed Plan of National Significant Area), and 
GLP (General Local Plans).

C. Agency for the Development of the 
Territory (ADT)
1. The Secretariat of NTC;
2. Monitors the development of the territory 

and the institution which administrates the 
e-permits platform;

3. Carries out the coordination for the develop-
ment of the territory (NTPA & Municipali-
ties);

4. Conducts training for the e-permits users;
5. Develops the report on the development of 

the territory.

ANNEX 1  
INSTITUTIONS 
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D. National Territorial Planning Agency 
(NTPA)
1. Drafts/coordinates NGP (National General 

Plans);
2. Sets up/ maintains the database for the ter-

ritory;
3. Compliance check-in planning studies, pro-

grammes, competitions;
4. Prepares and runs the Registry of Territory 

Planning. The Registry of Territory Planning 
is an electronic inventory and public docu-
ment containing information related to terri-
tory planning which is being created, stored, 
maintained, administrated and updated in-
dependently by the national and local plan-
ning authorities and other public institutions. 

The basic functions of the registry are:
 » Registration of legal and physical informa-

tion of the public and private rights or restric-
tions on the land.

 » Notification in an adequate manner and 
form the draft laws and acts related to plan-
ning and checking the development of the 
territory.

 » Any other function that may be provided by 
the law.

D. Mayor
1. Develops programmes for development 

planning;
2. Takes the initiative and drafts GLP;
3. Draft and/or coordinates & approves DLP;
4. Monitors developments in the territory;
5. Approves development permits and con-

struction permits;
6. Prepares the annual territory report.

1. ELEMENTS OF APPLICATION FOR 
CONSTRUCTION PERMITS
A. Application Procedure
 Application for construction permits 
since 1 September 2016 should be conducted 
through the e-permits platform for all the cate-
gories of construction permits. The application 
for a construction permit contains a detailed de-
scription of the works carried out and accompa-
nied by complete construction documentation, 
including detailed projects drafted and signed 
under the responsibility of licensed experts. The 
DCM No. 408 dated 13.05.2015 (amended) gives 
details on the content of the application form and 
the full list of documents that should accompany 
the request for a construction permit29. 
 The procedure and the applied dead-
lines for an application in the platform e-permits 

29  Article 15 defines the list of documents required for 
obtaining a construction permit. Since DCM cannot define 
in an exhaustive way the list of documents for any kind 
of construction permit, it is foreseen the obligation of the 
institutions (e.g.: Ministries, TDA etc.) to define and make 
public the entire list of documents required for obtaining a 
construction permit.  Specifically, paragraph 2 of the Article 
15 foresees: “The responsible authorities must publish in 
their official website, the entire list of documents required for 
obtaining a construction permit”.

regarding the construction category are stan-
dard. Law No. 107/2014 and DCM No. 408 does 
not foresee differentiated procedures, i.e., doc-
uments and applicable deadlines for specific 
categories of construction permits or certificates 
of use according to a defined risk system or ac-
cording to specific sectors. The above acts have 
defined only cases when it is required a con-
struction permit and cases, when such a proce-
dure is not required, e.g., works carried out with 
a preliminary declaration, which because of the 
non-substantial interventions in the object make 
it not necessary the issuance of a construction 
permit30 while instead an alleviated regime has 
been foreseen as regards to necessary docu-
ments. 

B. Application Review
The authority in charge31 reviews the application 
for a permit as per the principle of a one-
stop shop, coordinating the work with all the 
specialised public authorities that have their say 
regarding the application. The administrative 

30  Article 41 of Law No. 107/2014.
31  NTC through TDA and Municipalities. 

ANNEX 2 
APPLICATION FOR PERMITS 
ELEMENTS OF APPLICATION IN THE E-PERMITS 
PLATFORM, PROCEDURES AND DEADLINES
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burden to prove the validity of the submitted 
documentation is transferred from the applicant 
to the institutions of the administration, which 
need to coordinate their activities in function 
of the foreseen deadlines in the e-permits 
platform. In his full personal and professional 
responsibility, the applicant undertakes to 
guarantee that the submitted documentation 
is legitimate. Based on Article 44 “Review of the 
request for construction permit” of Law No.107/2014 
foresees that: “The responsible authority decides 
on the construction permit within 60 days from 
the submission of the application for construction 
permit. The development regulation may define 
shorter deadlines and differentiated procedures 
for the issuance of the construction permission, for 
works with a low impact on the territory or strategic 
investments in the country”. 

C. The Principle of Silent Approval
Law no.107/2014 has adopted a fundamental 
principle in alleviating the burden for developers 
(business): the silent approval of the construction 
permit32. According to this principle, if the au-
thority in charge does not decide with the above 
deadline and the responsible planning structure 
within the local authority does not give a negative 
opinion on the request, the construction permit 
is considered granted (approved) in silence. In 
the case of procedures and deadlines regarding 
the e-permits platform, this principle is extended 
to the case of construction permit as a pertinent 
final administrative act issued by the competent 
body (Mayor or NTC) as well as to the intermedi-
ary phases of receiving confirmation from vari-
ous institutions which have to respond to the re-

32  In the theory of the administrative right it is recognised 
also as the non-response of the public administration as an 
administrative decision-making. 

quests asked to them via the electronic platform 
within 10 days. The approval decision in silence 
should be published automatically from the elec-
tronic system in the register. The approval de-
cision in silence, as per the submitted request, 
constitutes, together with the payment mandate 
of the infrastructure tax, the only necessary doc-
uments for the starting of works33.

D. Exemption from the Application of the 
Silent Approval Principle
The exceptional cases of non-application of the 
Silent Approval Principle are foreseen in Article 44 
of Law 107/2014. This principle is not applied for 
construction permits that are of the competence 
of NTC and other works, including those of high 
risk, defined by the regulation of development or 
are regulated in special by the effective legisla-
tion.

E. Submission of the Construction Permit
The document of the construction permit is 
handed to the applicant by the authority in 
charge no later than:
a) 15 days from the date the decision was taken 

for the approval of the construction permit by 
the mayor;

b) 30 days from the date of the decision for the 
approval of the construction permit from the 
National Territory Council.

F. Infrastructure Tax from the New 
Buildings and Application Fee
The infrastructure fee and the method for its 
calculation have been an object of discussion 
by the groups of interest, starting from the se-
lected criteria for its calculation and a kind of 

33  Article 26/1 of DCM No.13.05.2015 (amended)

confusion created between the two approaches 
foreseen in two different laws, Law No.107/2014 
and Law No. 9632 dated 30.10.2006 “On the 
System of Local Taxes” (amended). Article 46 
“Infrastructure tax from new buildings” of Law 
107/2014 provisions that: “The impact tax is cal-
culated on the reference price or the quotation 
of the forthcoming investment requested for im-
plementation, selecting the one which is of high-
er value” meanwhile Article 27 “Infrastructure 
Tax” of Law no. 9632 provisions that: “The tax 
base is the value in ALL of the forthcoming invest-
ment requested for implementation or the value in 
ALL of the sales price per square metre of the new 
investment”. The created confusion seems to 
have pushed the lawmaker to amend in March 
201634, article 46 of Law 107/2014 and to make 

34  With the Law No.28/2017 “On some amendments and 
additions to the Law No.107/2014 “On the Territorial Planning 
and Development” (amended) paragraph 1 of Article 46 was 
amended as follows: “1. Infrastructure tax from new buildings 
applies to new developments which according to this law, 
require equipment with construction permit and calculated 
according to the legislation on local tax system”.

as a single reference the method for calculation 
of the infrastructure tax, the pertinent provi-
sion of the law no. 9632. The infrastructure tax 
depends on the construction category35 as per 
definitions in Article 27 of law no. 9632. The 
above legislation has not foreseen any standard 
for the application fee in the e-permits platform. 
The application fee for construction permits in 
the electronic platform is different in different 
municipalities (e.g., 1% of the investment value 
in the Municipality of Tirana and 5,000 ALL 
in the Municipality of Durrës), and it is decid-
ed according to the defined criteria with the 
pertinent decisions of the Municipal Councils. 
Resubmission of the request for construction 
permits, after non being accepted or refused, is 
treated as a new request36.

35  Article 27 of Law 9632 dated 30.10.2006: 
“2. In the case of residential constructions or service units from 
the construction companies, which are not intended for use in 
the sector of tourism, industry or public use, infrastructure tax 
is between 4% - 8% of the sales price per square metre. The 
tax base is the value in ALL for metre square of the sales price 
of the service units or buildings for residential purposes. The 
sales price per metre square is based on the reference value 
of the market, according to the instruction of the Council of 
Ministers, “On the approval of the median cost of the housing 
construction by the National Housing Authority,” which is 
approved every year. 
3. In the case of constructions other than those defined in 
the paragraph 2, of this article, the tax level is expressed as 
percentage of the investment value and it is 1% - 3% of this 
value, meanwhile for the Municipality of Tirana it is 2% - 4% 
of the value. For infrastructure projects, for the construction 
of national roads, ports, airports, tunnels, dams, infrastructure 
construction in energy, including machinery and equipment for 
these projects, infrastructure tax of new buildings is 0,1% of 
the investment value, but not less than the rehabilitation cost 
of the damaged infrastructure, when this cost is not included in 
the investment estimate. 
For buildings, which are in process of legalisation, 
infrastructure tax of new buildings is 0,5% of the investment 
value. 
4. The Municipal Council approves the categories and 
subcategories for the classification of investments, which may 
be used to set the tax rate.”
36  Article 23/3 of DCM No.408 dated 13.05.2015 (amended)
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ARTICLE 44

REVIEW OF THE APPLICATION FOR A 
CONSTRUCTION PERMIT

1. According to article 27 of this law, the authority 
in charge reviews the application for a construc-
tion permit according to the one-stop shop prin-
ciple, coordinating the work with all the special-
ised public authorities that have their say on the 
application.

2. The authority in charge decides on the construc-
tion permit within 60 days from the submission 
of the application for the construction permit. 
The Development regulation may define short-

er deadlines or other procedures for issuing the 
construction permit for works with a low impact 
in the territory or strategic investments to the 
country.

3. In case the authority in charge does not take 
a decision within the above deadline, and the 
structure responsible for planning at the local 
authority has not given a negative opinion on 
the application, the construction permit is con-
sidered approved in silence. Silent approval is 
not applicable for construction permits that are 
of competence of NTC and other works, includ-
ing those with a high risk, defined by the devel-
opment regulation or explicitly regulated by the 
effective legislation.

ANNEX 3
LEGAL INTERPRETATION OF THE 
ARTICLE 44 OF THE LAW NO.107/2014 
(AMENDED)

4. In case of refusal of the application for a con-
struction permit or refusal of the preliminary 
declaration for the execution of the works, the 
decision should be justified.

A. According to literal interpretation, the dead-
line foreseen by the legal dispositions does 
not leave room for a different interpretation. 
The general rule of defining the deadlines 
as per the thumb rule are the calendar days. 
The deadline specified as “working days” 
is usually used in acts that regulate the ad-
ministration’s work, organising the internal 
processes as per the working days of the 
administration. This is not the case of Law 
no.107/2014, which is applicable for the ad-
ministration and individuals, natural and ju-
dicial persons. This type of deadline makes 
an exemption to the rule, and as such, the 
law should either express it explicitly or au-
thorise another sub-legal act to do so. 

B. According to the systematic interpretation and 
in relation to all the other dispositions of Law 
no. 107/2014, which do not foresee any other 
deadline other than “days”, the deadline is 60 
calendar days.

C. Even according to the historical and teleologi-
cal interpretation (intentional), the conclusion 
remains the same. Referring to the report 
submitted to the Parliament of Albania in 
the phase of review and approval of Law 
no.107/2014, it is clear that the interest of the 
involved parties (groups of interest, execu-
tive and law-making) is the definition and 
establishment of simpler and clear dead-
lines and in the function of the facilitation of 
procedures related to development and con-
struction permits and not their complication. 
In all the cases, the public has been informed 
about the “60 days” deadline, within which 

it is received a response about the applica-
tion. Even if the disposition is unclear at this 
point, again, it should be interpreted in the 
interest of the entity applying for the con-
struction permit and not of the administra-
tion. Also, the law for no single case does not 
authorise an act or other institution to decide 
on a different deadline or create another ju-
dicial norm as made by DCM no.408. More-
over, article 44/2 authorises even sub-legal 
acts to foresee only shorter deadlines and 
simpler procedures, setting thus maximum 
obstacles, beyond which no other provision 
can be made except when it is in favour of 
the entities which apply for construction 
permits. Specifically, in article 44/2 it is fore-
seen that: “The authority in charge decides on 
the construction permit within 60 days from the 
submission of the application for the construc-
tion permit. The Development Regulation (read: 
DCM) may define shorter deadlines or oth-
er procedures for the issue of construction 
permits, for works with a low impact in the 
territory or for investments strategic to the 
country”. Based on the above, a deadline 
in working days cannot be shorter than the 
deadline in calendar days. Lastly, the sub-le-
gal act itself DCM no. 408, initially had pro-
visioned days (i.e., calendar days) the general 
and interim deadlines related to procedures 
of construction permits. Afterwards, with 
each following DCM amending base DCM 
no. 408 there has been a gradual transition 
to working days, which are defined as such 
for each procedure with the addendum to 
DCM no. 355 dated 19.04.2017 “On Some Addi-
tions and Amendments to DCM no.408” in the 
Article 45/2 according to which: “The fore-
seen deadline in the Regulation are calculated 
as working days”. 
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ON THE FUNCTIONING OF THE 
E-PERMITS PLATFORM AND ITS 
IMPACT ON THE IMPROVEMENT OF THE 
INVESTMENT CLIMATE (CONSTRUCTION 
SECTOR)

1 August 2017
About the questionnaire
The Secretariat of Investment Council in the 
framework of the preparatory work about the 
upcoming Meeting of the Investment Council 
(IC) with agenda item: “The electronic platform of 
construction permits. Its impact in raising the trans-
parency and improvement of the investment climate 
in the country”, has held various preliminary con-
sultations with investors in the field of construc-
tion, design firms, experts in construction, Al-
banian Builders Association (ABA), central and 
local institutions in the area of territory planning 
and development. 

The purpose of the held meetings is to identify 
main concerns and possible recommendations 
for legal/regulatory/administrative improve-
ments from a wide range of stakeholders in-
volved in the procedures for the issuance of de-
velopment or construction permits. 
This questionnaire has been conducted in col-
laboration with the ABA to receive direct opin-
ions from the builders’ community with regard 
to administrative procedures of getting a con-
struction permit or other concerns related to the 
investment area of the construction sector.
The findings and the suggestions deriving from 
the questionnaire will be constructively dis-
cussed in the Meeting of the Investment Council. 
The approved recommendations of the Invest-
ment Council will be submitted to the Albanian 
government for further considerations. 
The deadline for completing the questionnaire is 
5 September 2017.

ANNEX 4 
QUESTIONNAIRE

1. How do you assess the impact of the e-permits portal on your sector comparing with the period 
before the online application? 
□ It has disciplined the deadlines and the application procedure 
□ Provides more transparency
□ It has reduced corruption
□ It provides better institutional coordination (central & local)
□ Nothing has changed 
□ Other (specify)

---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

2. List in the following the positive elements (novelties) that the application of the e-permits platform 
has brought to your business.

a)-------------------------------------------------------------------------------------------------------

b)-------------------------------------------------------------------------------------------------------

c)-------------------------------------------------------------------------------------------------------

d)-------------------------------------------------------------------------------------------------------

e)-------------------------------------------------------------------------------------------------------

3. List below some elements which you consider should be improved for the well-functioning of the 
e-permits portal and recommend for each of them how they should be improved:

a)-------------------------------------------------------------------------------------------------------

Recommendation:____________________________________________________

b)-------------------------------------------------------------------------------------------------------

Recommendation:____________________________________________________

c)-------------------------------------------------------------------------------------------------------

Recommendation:____________________________________________________

d)-------------------------------------------------------------------------------------------------------

Recommendation:____________________________________________________

e)-------------------------------------------------------------------------------------------------------

Recommendation:____________________________________________________
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4. Is the administrative procedure of the application for the development/construction permit from 
Municipalities/NTC clear and transparent? Is the practice applied by various municipalities uni-
fied?
□ Yes
□ No
□ Other (specify if you have any additional comment)

---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

5. Have you received a response on your application for development/construction permits within 
the legal deadlines? (Note: 45 days for construction permits from the Municipalities and 90 days for 
construction permits from NTC).
□ Yes
□ No
□ Other (specify if you have any additional comment)

---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

5.1 If you have received a positive response (Approval), how would you assess your experience 
for the following elements?

a) The deadlines for the application and review of the request
---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

b) Applied procedure
---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

c) Application fees and the infrastructure tax
---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

d) Other 
---------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------

5.2 If you have received a negative answer (refusal), how would you assess your application 
experience through the platform? Were the refusal reasons of your request well-elaborated 
and were you clear with the argumentation given?

                 --------------------------------------------------------------------------------------------------------

                    --------------------------------------------------------------------------------------------------------
6. How would you assess the list of documents that need to be deposited for application of develop-

ment/construction permit in the e-permits platform? 

□ The list of documents is correct
□ The list of documents is short. (List below the documents that need to be added and why). 

--------------------------------------------------------------------------------------------------------------------------------------
----------------------------------------------------------

□ The list of documents is too long. (List below the documents that need to made redundant and why).

--------------------------------------------------------------------------------------------------------------------------------------
----------------------------------------------------------

Other (specify if you have any additional comment)

7. Have you been requested that apart from the listed documents in the e-permits platform, to submit 
also other documents/authorisations/certificates not previously requested? 

□ No
□ Yes

7.1 If yes, specify below which documents you have been requested and the reason for this request 
from the municipality.

                    -------------------------------------------------------------------------------------------------------

                    -------------------------------------------------------------------------------------------------------
                    
                    -------------------------------------------------------------------------------------------------------
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8. Have you applied for a construction permit for industrial buildings (warehouses, workshops, fac-
tories, stalls, etc.) or tourism intended objects (hotels, resorts etc.)? 

□ No
□ Yes

8.1 If yes, did you have to follow the procedures for the conversion of the land in another construc-
tion land at the line ministries? How was your experience?  

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
                    
-------------------------------------------------------------------------------------------------------

8.2 Have you ever been asked to follow another procedure? Please specify. 

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------
                    

         
9. Which are the factors you consider that inhibit or promote investment in this sector?

□ Informality and unfair competition
□ Administrative burden in central institutions 
□ Administrative burden in local institutions
□ Inspections by institutions 
□ Obtaining permits and licenses 
□ Fiscal burdens
□ Other (specify if you have any additional comment)

                    -------------------------------------------------------------------------------------------------------
                    -------------------------------------------------------------------------------------------------------
                    
10. Have you been subject to inspection from the inspection organs?

□ No
□ Yes (specify) -------------------------------------------------------------------------

10.1 Specify which has been your experience in relation to the following elements?
□ The number of inspections within the year, and specifically from how many inspectorates?

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------

□ Professionalism of inspectors

---------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------

□ Duration of inspection

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------

□ Recognition and respecting of the legal base and inspection

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------

□ Inspection results (If there is an improving effect for your business from the inspection)  

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------

11. Please list any other comments or suggestions on the faced issues in the sector of construction.

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------

12. Please list any other general issue that you would suggest discussing in the future meetings of the 
Investment Council.

---------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------
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Definition of Types, Rules, Criteria and 
Procedures for the Construction of Buildings for 
the Production, Preservation and Processing 
of the Agricultural and Livestock Products in 

Agricultural Land” (amended);

22. Law No. 8752 dated 26.03.2001 “On the 
Establishment and Functioning of the 
Structure for the Administration and 
Protection of the Land” (amended)

23. Law No.9244 dated 17.06.2004 “On the 
Protection of the Agricultural Land” (amended)

24. DCM No. 410 dated 27.06.2012 “On the 
Definition of the Rules and Procedures for 
the Changing of the Categories of the Land 
Resources” (amended)

25. Decision of the Prime Minister No. 143 dated 
03.11.2015 “On the Establishment and 
Functioning of the Responsible Structures for 
the Coordination of the Work with the Agency of 
Territory Development”

26. Instruction No. 5557 dated 12.06.2017 “On the 
Prior Review of the Compliance with Sectorial 
Policies, Strategies and Legislation of the 
Ministry of Economic Development, Tourism, 
Trade and Entrepreneurship as well as the 
Special Technical Criteria for the Approval/
Consent/Authorisation of the Development/
Construction Permits, which are approved by 
NTC and the Requests for the Conversion of the 
Agricultural Land in Urban Land (Territory) or 
Issues related to the Planning and Development 
of the Territory.”
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INTRODUCTION

I n the framework of the integration process-
es of the country to the EU and at the re-
gional level,1 the Regional Economic Agen-
da (REA) has been now formalised. A REA 

component is also the Regional Investment Re-
form Agenda (RIRA)2, which inter alia also aims a 
harmonisation of the legal and regulatory frame-
work in the country with the best international 
practices (vAnnex 1).
Investment Council (IC) since April 2016, in the 
framework of the analysis ‘Investment Promo-
tion Incentives: Albania vis-à-vis Balkan coun-
tries has underlined that compared to the other 
regional countries, the package of laws and bylaws in 
Albania is ambitious and with strategic objectives3. 

1  Western Balkans Regional Economic Area Initiative
2  In May 2018, in the framework of the regional initiative 
of o6 Western Balkans countries, it was formalised in Tivat, 
Montenegro, Regional Investment Reform Agenda (RIRA). 
Purpose of RIRA is a better harmonisation of WB6investment 
policies with the standards of the European Union and best 
international practices, in the framework of the South-eastern 
Europe Strategy 2020, Central European Free Trade Agreement 
(CEFTA) and pre-accession and accession processes to the EU.
3 Strategic Investment Law targets the category of potential 
investors with high capitals and as per sector claimed strategic. 
Minimal monetary limits of the proposed investments aim 

Based on the consultations conducted by the 
IC during that time, it came out that investors 
assessed the current legal framework positive-
ly, but they were sceptical on the effectiveness 
of its implementation.4 Among others, it came 
out that although there was in place a liberal 
non-discriminatory legislation for foreign in-
vestors, there was still a lot to be done in regards 
to the transparency on incentives and sectorial 
programmes; limitations of vague discretion-
ary interpretations of laws and bylaws from the 
competent authorities, or needs for further sim-
plification of bureaucratic administrative proce-
dures. 
Recently there have been several initiatives from 
donors (IFC/SECO) and the Ministry of Finance 
and Economy to discuss the process of updating 
and harmonisation of the current legislation on 
investments. In this context, the IC Secretariat, 
in collaboration with IFC/SECO experts and the 

immediate growth of the foreign investment flow in the country. 
For more details, read Annex 3.
4  E.g. minimal monetary limits of the proposed projects to 
be considered as strategic were assessed as very high.

w w w . i n v e s t m e n t . c o m . a l

Ministry of Finance and Economy, organised a 
consultation meeting with stakeholders on the 
options for the ‘harmonisation of the current legal 
framework with the best international practices.’ 
The meeting was attended by over 60 repre-
sentatives from foreign and local chambers and 
associations, reputable local and foreign compa-
nies, and consulting legal and tax firms.
Currently, the discussions for the improvement 
of the current legal framework may be grouped 
in two main pillars: 1) Is the existing legal frame-
work harmonised with the recommendations of 
best international practices like UNCTAD5 rec-
ommendations? 2) Is this framework motivating 
and ‘easy applicable’ for the local and foreign 
investors to choose Albania as a destination for 
new investments? 
In this context, it is important to clarify if ‘discus-
sions or needs for improvements’ are related to 
a) the current legal framework for foreign invest-
ment; b) incentives and strategic investors; c) 
the functioning of the investor grievance mech-
anism;6 or d) a broader framework for the legal 
environment and investment climate related to 
the implementation issues of the rule of law, in-
stability of the legislation, role of the administra-
tion and institutions (including here also AIDA), 
weak justice system, unfair competition and in-
formal economy.

5  World Investment Report 2018-UNCTAD
6  IGM-Investor Grievance Mechanisms

Clarifying the positions by discussing the above 
issues will serve to facilitate the decision-mak-
ing authorities toward a legal framework on 
investments ‘agreed’ among stakeholders. Cur-
rently, no draft-law or accepted framework can 
be shared in advance for consultation with the IC 
members7. 
This paper provides a brief overview of the main 
identified discussions on the legal framework on 
investments, taking into consideration the cur-
rent legislation context since the approval of the 
Law ‘On Foreign Investment’ in 1993, the work of 
foreign and local experts who assist the reforms 
in this direction, the consultation process in the 
working groups and with groups of interest in 
the first half of 2018.  
This process is documented by the IC Secretariat 
as an actor on the facilitation of the consultation, 
in compliance with what was agreed in the IC 
Meeting XII (13 February 2018). 
In this paper, it is also included material prepared 
by IFC experts on the best practices to be consid-
ered in the alignment process of the Albanian 
legislation (Annex 2), consulted with a working 
group by the Ministry of Finance and Economy, 
as well as a comparative matrix of IGM instru-
ments in 6 various countries prepared by the 
Secretariat (Annex 3).

7  Considering that there is no preliminary draft to serve as 
a base for discussion, this paper does not contain any specific 
comments and recommendations by the Secretariat.  

LEGAL FRAMEWORK ON
INVESTMENTS, CURRENT
DEBATES AND CHALLENGES

354 355



I nvestments (either private or public) are 
considered the main engine to guarantee 
the country’s economic growth in the mid-
term and long-term. In addition, directing 

the economy toward a model based on invest-
ment (and exports) creates the grounds for sus-
tainable development in the mid-term and long-
term. 8

Over the years, the progress of public invest-
ments has been unstable, also depending on the 
policy priorities and budgetary indicators at the 

8  In the National Strategy for Development and Integration, one of the pillars for a sustainable economic growth 
is ‘ensuring the growth through competitiveness and innovation’ (NSDI, 2015-2020, page 33). Improving productivity and 
competitiveness constitutes a national strategic objective, among others through ‘the promotion of the business and foreign 
direct investments.’

time. As it can also be noted from the national 
accounts (Fig. 1 below), foreign direct investment 
flows have sustainably supported the Albanian 
economy. Their importance became evident, es-
pecially after 2009, when the ratio between FDI 
flow and GDP registered a higher level than the 
ratio between public investments and nominal 
GDP. Meanwhile, although the indicator of public 
investments within the GDP had a declining ten-
dency from year to year, the one of FDI continues 
to have a positive trend despite fluctuations. 

Current assessment on 
the investment climate 
in the country 

w w w . i n v e s t m e n t . c o m . a l

Public and private investments remain the main 
engine of growth in the country’s economy. In 2017, 
foreign investments were considered the main cat-
alysts of economic growth, as the FDI flow reached 
8% of the GDP Meanwhile, public investments in 
average through the years have been 4-5% of the 
GDP. An essential factor in the potential for invest-
ments growth is considered good governance, a 
sustainable and predictable system of taxes, sus-
tainable rules and laws, and an efficient system for 
the provision of public services. 
According to WB ‘Doing Business 2018’, Albania is 
ranked 65 out of 190 countries, where the most 

positively assessed indicators are ‘Protecting 
minority investors,’ ‘Trading across borders’ and 
‘Access to finance.’ 
EU ‘Progress Report 2018’ acknowledges Alba-
nia’s progress as relates to the economic criteria, 
and it also highlights the reforms made by Alba-
nia for the improvement of the business climate, 
although further efforts are deemed necessary, 
including reducing the informal economy. 
According to the ‘Global Competitiveness Index 
2017-2018,’ Albania is ranked 75th out of 137 
selected countries, with the highest score com-
pared to other countries in the region.

 Figure 2.  Albania’s ranking in the ‘Global Competitiveness Index 2017-2018’
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 Figure 1.  Public investments and FDIs in the nominal GDP
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According to the ‘Investment Climate State-
ment’ (2017) by the US State Department, the 
‘legal framework provides guarantees to all inves-
tors (natural or legal persons) who wish to invest in 
Albania.’
Despite the conveyed optimism, the international 
reports highlight the need for: a) further structur-
al and institutional reforms, b) implementation 
of the public administration reform, c) alignment 

of the local legislation with acquis communau-
taire; d) final registration of properties and res-
olution of properties rights; d) high expectations 
on the results of the justice reform. The latter one 
has also been identified by the Business Associ-
ations and Chamber of Commerce as one of the 
most crucial reforms, expected to increase to 
a new level the optimism on the investment cli-
mate in the country.

w w w . i n v e s t m e n t . c o m . a l

A ppropriate legislation that provides 
investors with legal guarantees for 
investment protection and minimal 
administrative barriers is considered 

essential instruments for attracting investments. 
For a long time, Albania has adopted a liberal 
legislation, especially regarding foreign invest-
ments, based on the principle of non-discrimina-
tion between domestic and foreign investors. 
As per general rule, the legal framework on com-
panies does not impose barriers for establishing 
companies with 100% foreign capital 9. More spe-
cifically:

9  According to the Albanian legislation 100% property 
ownership from foreigners is allowed in almost all the sectors 
with some exclusions, as below:
International passengers air transport (limited to 49% of 
ownership for investors outside the European Common 
Aviation Area);
Transmission of electricity (which should be 100% owned by 
the state);
Broadcasting (no entity can have more than 40% of the shares 
of a television company);
Foreign nationals are not allowed to own more than 49% of 

 » Foreign investors can establish companies10 
freely without any prior approval or authori-
sation under the provisions of Law no. 9901 
dated 14.04.2008 ‘On Entrepreneurs and 
Commercial Companies,’ which are the same 
as for domestic investors.

 » No restrictions for buying private properties 
for housing purposes. Foreigners can ac-
quire concession rights in natural resources 
and resources of mutual interest, as defined 
by the Law on Concessions and Public-Private 
Partnerships.

 » Restrictions apply only to the purchase of 
immovable properties. Agricultural land 
cannot be purchased by foreign citizens or 
companies but can be leased for a period of 

the capital of an Albanian-flagged vessel or of commercial 
companies engaged in commercial fishing;
10  According to the Doing Business Report 2017, in order 
to establish a commercial company in Albania in average are 
needed 5 procedures for a duration of 5 days.

A liberal legal framework 
with ambitious objectives 
to increase the 
investment potential
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up to 99 years11. Other commercial proper-
ties can be bought, but only if the proposed 
investment is estimated three times higher 
than the land price 12.

The most important laws that address issues re-
lated to foreign investments are:

 » Law no. 7764/1993 ‘On Foreign Invest-
ments’ amended with Law No. 10316 dat-
ed 16.09.2010 and Law No. 46/2017 dated 
13.04.2017. 

 » Law 55/2015, ‘On Strategic Investments.’13

 » Law no. 9789/2007 ‘On the Establishment 
and Functioning of Economic Zones’ was 
amended by Law no. 54/2015 ‘On the Cre-
ation and Functioning of Technology and 
Economic Development Areas’, which pro-
vided specific fiscal incentives for the eco-
nomic activity of new industries, innovative 
technologies, information technologies, in-
dustries that meet international standards 
of pollution elimination, efficient industries 
on energy use as well as high productivity in-
dustries, in relation to employees.

 » Law no. 9901/2008 ‘On Entrepreneurs and 
Commercial Companies.’ It outlines general 
rules and regulations on the merger of com-
mercial companies.

 » Law no. 110/2012 ‘On Cross-Border Mergers.’ 
The purpose of this law is to determine the 
conditions, procedures and legal conse-

11  Law No. 8337, date 30.04.1998 ‘For the transfer of 
ownership of agricultural land, forests, meadows and pasture 
lands.’
12  Law “On Land Purchase” No. 7980, dated 27.07.1995, as 
amended by Law No. 8260, dated 26.11.1997.
13  Law on Strategic Investments no. 55/2015 legally 
enables foreign investments in the most important sectors 
to move more quickly and to avoid many non-productive 
and administrative impediments that investors face. The 
assessment on the effectiveness of this relatively new law, 
should take into account the number of strategic investors that 
have received this status, value of foreseen investments and 
the economic impact in general of these investments.

quences of a cross-border merger between 
Albanian companies and European compa-
nies, as well as the provision of protective 
measures for the employees and creditors of 
these companies;

 » Law no. 9121/2003 ‘On Protection of Compe-
tition.’ It stipulates provisions for the protec-
tion of competition and the concentration of 
commercial companies;

 » Law no. 10198/2009 ‘On Collective Investment 
Enterprises’ (as amended). It regulates con-
ditions and criteria for the establishment, 
constitution, and operation of collective 
investment enterprises and management 
companies;

Albania is also party to 43 Bilateral Investment 
Agreements (BITs)14 (out of which 37 are in force) 
signed during 1993-2013 with other states. The 
provisions of these International Agreements 
prevail over the provisions of domestic law in the 
event of possible discrepancies between them. 

1. LAW NO. 7764/1993 ‘ON FOREIGN 
INVESTMENTS’
This law is exclusively focused on foreign invest-
ments15 , and it contains the general guarantees 
that the Albanian State offers to foreign citizens 
or companies that carry out economic activity in 
the territory of the Republic of Albania. 
The main guarantees for foreign 
investors as per this law are the 
following:

 » It allows 100% foreign ownership of compa-

14  Bilateral Investment Treaty http://investmentpolicyhub.
unctad.org/IIA/IiasByCountry#iiaInnerMenu
15  Not every country has a dedicated law on foreign 
investments/investors. For example, countries similar to 
Albania such as FYROM and Ireland do not have a specific 
law. For the full list of countries which have/do not have a 
specific law visit: http://investmentpolicyhub.unctad.org/
InvestmentLaws.
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nies established in the Republic of Albania. 
There is no limit on the quotes/shares and 
the number of foreign investors in a compa-
ny (100% foreign ownership is possible);

 » Foreign investments are allowed and treat-
ed in equal positions with domestic invest-
ments with some minimum restrictions;

 » No special prior authorisation is required for 
foreign investments. There are no sectorial 
restrictions;

 » Foreign investments cannot be expropriated 
or become state-owned directly or indirectly, 
except in exceptional cases when this is in 
the public interest and under specific legis-
lation;

 » Foreign investors have the right to repatriate 
all capital and contributions in kind;

 » Regardless of the domestic legislation, any 
foreign investment will, in any case, have 
equal treatment and the highest standard of 
protection in accordance with international-
ly recognised practices.

The 2010 amendments to law no.7764 ‘On Foreign 
Investments’ expanded the guarantees of the Al-
banian State to foreign investors with additional 
guarantees, providing special legal protection 
for foreign investors by 31 December 2014, fore-
seeing to make investments for more than 10 mil-
lion Euros and involved in judicial disputes with 
third-party private parties.  
Law No.7764 was again subject to amendments 
during 2017, which aimed at extending the dead-
line for special state protection until 31 Decem-
ber 2018 and benefitting from this protection 
automatically also strategic investors/invest-
ments, special procedures that have taken this 
status in accordance with the provisions of Law 
No.55/2015 ‘On Strategic Investments in the Repub-
lic of Albania.’

2. LAW NO. 55/2015, ‘ON STRATEGIC 
INVESTMENTS’
To increase investments in strategic sectors, 
Law no. 55/2015 was adopted. The law identifies 
the country’s strategic sectors (Article 8)16 and 
provisions detailed and special administrative 
favourable procedures, facilitating or accelerat-
ing support and services to domestic and foreign 
investors (Article 21 and Article 22).
Under the law, the Albanian Investment Develop-
ment Agency (AIDA) is the Secretariat of the Stra-
tegic Investment Committee (SIC), which ap-
proves the status of every strategic investor and 
at the same time serves as a unique window for 
foreign investors in relation to Albanian institu-
tions. 
The administrative procedures provisioned in 
this law related to the preparation, implementa-
tion, development and realisation of a strategic 
investment project as well as to the issuance of 
licenses/permits/authorisations and opinions 
pursuant to this law are of the highest priority 
and are followed by an accelerated procedure 
for all public institutions/entities/public author-
ities, directly or indirectly involved in these pro-
cedures.
Strategic investors can benefit from the two of 
the following investors status:
1.   Status ‘Investment/Strategic Investor, Assisted 

Procedure,’ taking advantage of the following 
services:

 » Preparatory actions, preparation of docu-
ments and administrative application with 
an accelerated procedure by the assisting 
agent, including the necessary documents 

16  Energyy, agriculture, tourism, oil and extraction of 
natural resources are strategic sectors. These sectors offer 
the opportunity to earn long-term revenues from investing in 
a quickly growing economy and with low cost, with unused 
natural resources and a flexible working force.
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accompanying the application when issued 
by a state administration body at the request 
of another state administration body;

 » Treatment with priority in the preparation 
of documentation, give opinions or comply 
with procedures, which are included in the 
activity area of state administration bodies, 
represented in the operational group, for the 
preparation and implementation of strategic 
investment;

 » Land consolidation;
 » Supporting programs;
 » Support with ancillary infrastructure;
 » Making available to the investors state-

owned real estate properties for the devel-
opment of strategic investment projects, ac-
cording to the legislation in force.

2. Status ‘Investment/Strategic Investor, special 
procedure,’ it guarantees additionally to the 
services mentioned above, the following:

 » Expropriation of immovable properties, pri-
vate property, to enable the development of 
strategic investment projects;

 » Approval by the Albanian Parliament, when 
evaluated by the Council of Ministers, of 
the relevant strategic investment contracts 
upon the request of the strategic investor to 
enhance the security of the regulated legal 
relationship between the investor and the Al-
banian State.

In total, SIC has approved 9 strategic investment 
projects, out of which 6 have earned the status 
of strategic investor/assisted procedures and 3 
the status of strategic investor/specific proce-
dures. Since the beginning of 2016 and to date, 
AIDA has assisted 30 investment projects, out of 
which 17 have gone through all the processes of 
strategic investments and have been addressed 
for decision-making in the SIC. 8 other projects 

are still in the consultation/assistance phase for 
the preparation of documents and 5 projects are 
still in the phase of expression of interest. No as-
sessment document has been identified related 
to the impact of the approval of the above legal 
framework.

3. THE INVESTMENT POLICY GUIDE OF 
THE GOVERNMENT OF ALBANIA 17

The Guide as a declarative document expresses 
the commitment of the Albanian government 
to create a favourable climate for domestic and 
foreign investment by identifying the principles of 
good investment policies that should be included in 
the relevant investment legislation. These princi-
ples are:

 » Ensuring non-discrimination between do-
mestic and foreign investors: Ensure equal 
treatment for all domestic and foreign in-
vestors/investments in respect of the ex-
pansion, operation and protection of their 
investments not less favourable than those 
provided in situations similar to domestic 
investors, in accordance with the provisions 
laid down in the laws, regulations and poli-
cies.

 » Provision of effective property protection: 
Protect private property and investment 
from expropriation or similar measures, 
unless expropriation is carried out for a 
public purpose on a non-discriminatory 
basis and as a last resort in accordance 
with national legislation and international 
law principles and through prompt, appro-
priate and effective compensation pay-
ment.

17  Approved with DCM No. 579 dated 03.08.2016 
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 » The pursuit of good regulatory practices.
 » Effective investor management mechanisms 

should be implemented to strengthen trust, 
ensure that investment is preserved in time, 
and increase regulatory and administrative 
transparency.

 » Using planned incentives when needed and 
promoting full transparency in providing 
these incentives.

 » Ensuring environmental and social stan-
dards. Ensuring that domestic and foreign 
investors implement all regulations on work, 
health, safety, and environment.

 » Facilitating entry and temporary staffing. To 
facilitate the temporary entry and stay of for-
eign technical and managerial personnel, in-
cluding their families, to engage in activities 
related to foreign investment.

To achieve the above goals in the Guide, it is 
considered the possibility of preparing a unified 
investment law along with relevant legal acts, 
improving investor’s confidence by creating 
mechanisms for attracting, maintaining invest-
ments, and handling their complaints (grievance 
mechanism) improving the institutional frame-
work. 

LEGAL FRAMEWORK ON
INVESTMENTS, CURRENT
DEBATES AND CHALLENGES

362 363



18 

B ased on the consultation process on 
the harmonisation of the legal frame-
work on investments, some of the 
main comments and issues that are 

suggested to be taken into consideration from 
policy-making authorities are related to: 
a) Clarification of strategic objectives and na-

tional policies which orient investments 
 » Although investors take risks in return for 

profit, they consider sustainability and clar-
ity of strategic priorities one of the main driv-
ers of decision-making. Based on Secretari-
at’s consultations with the business, it comes 

18  Included concerns are a synthesis of previous 
Secretariat’s analyses, comments by the business and 
institutions, as well as a synthesis of the consultation meeting 
held on 23 May 2018.

out that companies demand a sustainable 
and clear focus on economic policies in the 
sectors/activities (e.g., services) that are in 
coherence with Albania’s competitive ad-
vantage (e.g. cheap labour);

 » In the framework of enhancing the country’s 
competitiveness, directing public invest-
ments toward the improvement of infra-
structure, institutions and services for the 
business would strengthen the impact of 
legislative reforms in the investment climate;

 » Clarity in the structural reforms, if priority 
would be given to SMEs or big companies 
that represent the scale-up of the economy. 
This implies that economic policies should 
be further clarified.

Main identified concerns 
from the discussions of 
the legal framework on 
investment22
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b) Administration and Institutions
- Re-dimensioning of the administration 

to guarantee the responsible and effec-
tive implementation of the principles 
sanctioned in the laws; 

- Supporting institutions for the investors 
and responsible structures for address-
ing their complaints.

c) Access, transparency and assessment of in-
centives on investments.

More specifically: 
New legal framework on investments 
or existing framework? 
It is suggested preparation of a new law. A new law 
on investments might encourage the administration 
to have a more positive will toward investors and a 
new starting point. A new investment law is good to 
have, but a single law cannot resolve all the issues. It 
is deemed necessary also a preliminary analysis on 
the progress of the strategic investment law to anal-
yse what did not work before making a specific legal 
amendment. Rather than the investment law, the 
entire legislation for the business has problems and 
needs to be revised regarding sectorial legislation.

IGM in the framework of investment 
law - alternative for the resolution of 
investor-state institution grievances
IGM is considered an interesting mechanism. The 
proposal for its provision in the law would give an in-
stitutional impetus to the investor grievance resolu-
tion at an early stage to avoid investors from resort-
ing to their country’s ambassadors or directly to the 
Prime Minister. Although, for example concession 
contracts have legal provisions on how to resolve 
complaints and disputes between investors and the 
state, provision in the law would serve as an addi-
tional alternative for the parties. 

IGM instrument for the systematic 
resolution of investors’ concerns – a 
challenge for the institutions and 
administration 
An IGM would serve as impeding instrument for 
the abusive activity of the administration. On 
the other hand, it would serve to raise awareness 
regarding the proper implementation of the legal 
provisions according to the will of the lawmaker 
to achieve the goal of protecting the interests of 
investors and creating a more favourable busi-
ness climate. IGM identifies systemic issues and 
leads the decision-making authorities toward 
systematic resolutions. 
The administration is still perceived to have low 
awareness of its own actions or inactions as a 
factor in attracting or putting off investors. It is 
suggested that such a mechanism, together with 
a higher awareness of the administration on its 
own role, would bring mutual benefits to inves-
tors and the administration by minimising the 
mutual costs for cases of dispute resolutions in 
the judicial jurisdiction or in international arbi-
tration. 
Lack of self-correcting instruments avail-
able to the administration and the insti-
tutional will. It is claimed that there is a legal 
concern related to the way the public administra-
tion can be self-corrected when it takes actions 
through wrong administrative acts. This issue 
should be considered case by case, but the ad-
ministration from the legal point of view has the 
opportunity to make use of revocation/abroga-
tion institutes as foreseen by the Code of Admin-
istrative Procedures. Some comments suggest 
that the lack of self-correction by the administra-
tion is not a lack of legal instruments but often 
the lack of institutional will to find solutions in 
the case of conflicts.
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IGM procedure should be detailed and 
transparent 
If a proper IGM is to be foreseen, it is suggested for 
the procedure to be detailed, where the role of each 
administrative link for handling the complaints is 
clear and transparent for all the involved stakehold-
ers. For this reason, the sub-legal framework should 
be detailed and clear and not make room for misin-
terpretations.

The institutionalisation of the IGM 
model – careful with institutional 
overlaps 
If the law on investments will foresee an IGM model, 
it should be made very clear the institution that will 
exercise such a function to avoid overlapping with 
existing institutions such as the Ministry of State for 
the Protection of Entrepreneurship (MSPE). Pres-
ently, MSPE is an IGM model that has established 
an experience on the concerns submitted by the busi-
ness by developing a database that will later serve 

for necessary analyses for respective interventions. 
There are suggestions that the IGM might be under 
AIDA’s umbrella as an institution that deals with 
the promotion and aftercare services to investors. 
Some stakeholders claim that the IGM might create 
an overlapping with the administrative appeal links 
that currently exist. It is not the problem whether or 
not these mechanisms exist, but how effective and 
applicable they are.
  Raise the awareness and access to 
concrete incentives
Current legislation lacks concrete incentives which 
are easily applicable at the disposal of investors and 
without bureaucratic administrative procedures. 
For example, there is no complete information avail-
able to investors on which public properties they 
should invest. These are not in the market and not 
transparent. In addition, it is suggested to consider 
the application of the silent approval principle in the 
case of administrative procedures or permits related 
to new investment. 

w w w . i n v e s t m e n t . c o m . a l

19

I n the framework of the consultation pro-
cess for the improvement of the legal frame-
work, the Secretariat also prepared a com-
parative overview on some models of IGM 

as per classical or similar meaning to them, in 6 
countries with different features. 
This analysis briefly outlines:
1. The purpose for setting up these mecha-

nisms is to provide a legal guarantee on the 
application of the rule of law, the application 
of the principle of predictability and the ef-
fective ability of investors to put in place their 
violated or denied rights by the administra-
tion. 

2. The positive aspects of IGM can be sum-
marised as follows:

 » A simple, fast and cost-free alternative to 
solving investor complaints;

 » An opportunity for the institution responsi-
ble for the IGM to better understand the busi-

19  Annexe No. 2

ness issues and to promote at the same time 
the services of the institutions in the frame-
work of facilitating the investment climate;

 » The existence of an IGM serves institutions 
to have a clearer idea of systemic issues and 
their systemic solution. 

 » Guarantees a quick response to the unpro-
cessed investor’s complaint without bureau-
cratic procedures. 

3. Macedonia and Croatia do not have a spe-
cific IGM model because they do not have a 
special law on investments/foreign invest-
ments.

4. Serbia has an IGM model, which is mainly 
described declaratively in the pertinent law 
on investments as a general guarantee for 
investors, but it is not clear how complaints 
are handled, which complaints can be filed, 
or the deadline for their review. 

5. Greece has an interesting model of Business 
Ombudsman adopted since 2013 under the 
umbrella of Enterprise Greece (Investment 

Some models of 
IGMs in various 
countries23
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Promotion Agency), focusing not on solv-
ing the issues and complaints as part of the 
administrative appeal, but in the function 
of the mediation for solving complaints in 
their preliminary stage. The Jurisdiction of 
Business Ombudsman is limited only to com-
plaints related to the licensing procedures of 
investors.

6. Ukraine has a special “sui generis” model for 
addressing the investors’ complaints, which 
can only function on the exhaustion of at 
least an administrative appeal procedure. 

Rather than an IGM model in the classical 
sense, Business Council Ombudsman is simi-
lar more to an institution such as the People’s 
Advocate in Albania.

7. In Georgia operates Georgia Business Om-
budsman as a separate institution and not as 
an IGM. This institution addresses business 
complaints related mainly to tax and related 
procedures, similar to Taxpayers’ Advocate 
in Albania. Georgia Business Ombudsman 
was established in 2015, and it replaced Tax 
Ombudsman functional until 2011.

w w w . i n v e s t m e n t . c o m . a l

F DIs constitute already a structural ele-
ment for the Albanian economy. There-
fore, it is essential to improve the legal 
framework and adapt to regional devel-

opments and best modern practices. Meanwhile, 
the implementation of obligations arising from 
contracts with investors constitutes an essential 
element to increase the credibility and interest of 
investors in the country. 
d) A contemporary legal framework, unified 

and harmonised with sectorial investment 
laws, for a ‘new motivation for investors’20

A unified investment law could bring a new 
image to the country by creating a stronger 
law, greater compliance with regional policies 
and BIT provisions. However, in any case, poli-
cy-making authorities should dedicate enough 
time to evaluate and bring a mature suitable 
solution for a new unified law or not in the invest-
ment area.
The package of main laws on investments, Law 
No. 7764, Law No.55/2012 and Law No. 9789 and 
bylaws, is ambitious, serious and with strategic 
objectives. Despite this, because of the dynamics 
in the international grounds regarding best prac-
tices on investments21, as well as the long period 

20  Included here also the point of view of the IFC experts - 
see PPT presentation in Annex 2-Slide 11 and following slides.
21  This would be in line also with UNCTAD 2017 

since the approval of base law no.7764 ‘On For-
eign Investment,’ the latter one may be subject to 
further improvements in regards to:

 » Provision of guarantees also for the Albanian 
investors;

 » Provisions of additional missing definitions 
such as direct investments;

 » A more complete provision on the freedom to 
invest and the investors’ obligations;

 » Provision of a grievance mechanism be-
tween investors and state agencies in the 
early stage to avoid legal (administrative 
and/or judicial) disputes. 

A clearer provision of the principle of non-dis-
crimination among foreign investors.
e) The government’s vision on investment poli-

cies is conditioned by the well-functioning of 
stable and trustworthy institutions

Institutions and administration should support 
the legal framework on the investment area with 
the right mindset. The government’s vision on 
the investment climate should be shared and 
supported by all the institutions and administra-
tion. Investors’ issues should not be considered a 
problem of one single ministry or sector but the 
entire administration. The latter should support 
the vision for a better investment climate, being 

recommendations under the “UNCTAD Policy Review for the 
Region” and MAP REA for 6 Western Balkans countries.

NEXT STEPS
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aware of the importance of investments, partic-
ularly of the new ones and their impact on the 
economy, and guarantee the preparation of a 
suitable and easily applicable sub-legal frame-
work.
f) IGM - mechanisms for identifying system-

ic issues, raising awareness and finding a 
mutual solution without any cost  

Yet, there is no consolidated international 
practice regarding the way of organisation 
and functioning of these mechanisms and the 
competencies or the nature of the respective 
institution charged with this mediation role. 
Meanwhile, addressing investors’ complaints 
about the actions or inactions of the public ad-
ministration is very important to prevent legal 
conflicts which may go to the administrative 
jurisdiction, judicial or international arbitration 
jurisdiction. Such mechanisms economise time 
and costs in finding appropriate solutions at a 
mediation stage. 
These mechanisms are considered part of the 
aftercare service provided by the Investment 
Promotion Agencies or other institutions estab-
lished to mediate conflicts between the investors 
(business) and the public administration.
The preparation of a specific model is related to the 
legal and institutional framework in place in a giv-
en country and issues that are intended to be solved 
through the implementation of such a mechanism, 

thus remaining dependent on the government’s de-
cision-making.
g) Access and information on incentives 

should be monitored 
Investment incentives are considered measur-
able economic advantages that governments 
provide to certain enterprises or groups of enter-
prises to orient investments in specific sectors 
and regions or to influence the nature of these 
investments. These benefits may be fiscal (in the 
form of tax relief) or non-fiscal (such as grants, 
loans or regulatory facilities to support business 
development or increase competitiveness)22.
Initiatives are mainly foreseen at the sectorial 
level (e.g., 6% VAT for tourism accommodation 
facilities or certified agribusiness companies), 
depending on the government’s social and eco-
nomic impact expectations. Incentives at the 
regulatory level and for reducing administrative 
costs are mainly foreseen in the law on strate-
gic investments, while another set of fiscal and 
non-fiscal incentives are foreseen to stimulate 
development in TEDAs. 
In any case, incentives should be measurable 
and easily implementable and accessible by in-
vestors. It is suggested that incentives be sustain-
able and guarantee fair competition by ensuring 
predictability for investors. According to inves-
tors, a fast-moving and responsible administra-
tion is the best incentive.

22  Sebastian James, September 2013, ‘Tax and Non-Tax 
Incentives and Investments: Evidence and Policy Implications,’ 
Investment Climate Advisory Service of the World Bank
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ANNEX 1
RIRA – Policies Framework 
and Reform Actions27

Policy Area Reform Topic Reform Actions

I. Investment

Entry &

Establish-
ment

1. Enhancing
entry and
establishment
opportunities for
investors

1.1 Review domestic laws and regulations in the WB6 for 
inconsistencies with entry and establishment non- discrimination 
principles (Entry Gap Analysis) and publish a consolidated list of legal 
entry barriers to increase transparency for investors.

1.2 Use the above to inform a discussion on existing barriers to 
investment in the WB6 region.

2. Improving
business
establishment
policies and
procedures

2.1 Support the development of a business portal to catalogue, provide 
and compare information on procedures to establish and operate 
a business in the region by building upon the initiated and already 
existing cooperation of the region’s business registration agencies.

2.2 Compare, review and align where possible business registration 
requirements on regional level.

2.3 Facilitate and expedite work permit and affiliated procedures on 
economy level.
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II. Investment
Protection &
Retention

3. Aligning the
legal
frameworks for
investment,
including IIAs,
with inter-
national good
practice and EU
standards

3.1 Undertake a detailed mapping and in-depth comparative
review of the WB6’ international investment agreements
(IIAs)23, with particular focus on BITs, benchmarking them with
new generation IIAs to enhance alignment with reform-
oriented standards in new generation IIAs / EU standards724

3.2 Perform a gap analysis of the economies’ specific domestic
investment legislations with their IIAs and new generation IIAs,
based on a comprehensive analysis of the economies’ legal
investment frameworks that will be carried out after the adoption of
the regional investment reform agenda.

3.3 Upgrade domestic legislations in line with standards
provided in new generation IIAs

3.4 Strengthen the mandate of the SEEIC-CEFTA Joint Working
Group on Investments to establish it as a mechanism for
regional exchange on IIA standards, modernising IIAs, and, if deemed
necessary by the participating economies, for enabling development of 
a strategic approach to negotiating/revising IIAs.

4. Strengthening
investment
retention
mechanisms in
the region

4.1 Upgrade established investor grievance mechanisms in
interested economies, while taking into consideration the
differing levels of development and support needed for capacity
building.

4.2 Strengthen the mandate of the SEEIC-CEFTA Joint Working
Group on investment to establish it as a regional platform for
exchange of experiences on managing grievances and preventing
investment disputes.

23 Collectively, any international agreement that regulates investments is referred to as international investment agreement 
(IIA). International investment commitments are set out in treaties, either bilateral, or in regional or multilateral agreements. Some 
treaties deal only with foreign investment (usually referred to as bilateral investment treaties, or “BITs”). Others address investment 
alongside other related issues, such as trade, government procurement, competition and intellectual property (preferential or free 
trade agreements, or “PTAs”). Further, there are some multilateral treaties that provide special protections in the energy sector 
(the “Energy Charter Treaty”) or that provide for access to dedicated dispute resolution bodies (the ICSID Agreement). Further, 
numerous legal instruments, including for example double taxation treaties (DTTs).

24  The CEFTA agreement will not be affected by this reform action.

III. Investment
Attraction &
Promotion25

5. Developing a
regional
investment
promotion
initiative

5.1 Establish a regional framework for coordination and
information exchange among individual economy investment
promotion intermediaries (IPIs) or agencies (IPAs), considering
the option of creating a coordination unit within the existing regional
structures.

5.2 Support the development of a regional investment portal
on regulatory requirements and investment opportunities
across the region that builds on the existing regional
investment portals, such as that of the WB6 Chamber
Investment Forum and others, where deemed appropriate.

5.3 Support the individual economy investment promotion
intermediaries to contribute effectively to the regional investment
promotion initiative.

5.4 Undertake an in-depth sector scan to identify sectors and
value propositions for regional investment promotion, with
clear horizontal links to the MAP REA pillar on smart
specialisation.

6. Streamlining
incentives, and
improving their
transparency
and governance

6.1 Implement incentive standards and principles related to
transparency, governance and predictability in accordance with
the obligations stemming from the EU pre-accession process
(chapter on competition and state aid)

6.2 Improve access to information on incentives by publishing
economy level inventories that centralise key provisions and data
related to these instruments.

6.3 Engage in peer-to-peer learning on methodologies for cost-
benefit evaluation and experiences on incentives’ governance
and administration in the context of the SEEIC-CEFTA Joint
Working Group on Investments.

6.4 Systematically engage in monitoring and evaluation of
incentives to assess the effectiveness and cost-benefit considerations 
on economy level.

25  Opportunities for linking with WBIF (EIF) funding will be explored for the reform actions on investment promotion where 
possible and deemed appropriate.
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MACEDONIA26 SERBIA27

LEGAL 
FRAMEWORK - 
INSTITUTIONS

There is no specific law on foreign investment. The 
legal framework contains separate laws, where 
the most important one is the Law for Companies 
(2004). The institution dealing with the promotion 
of investment opportunities is Invest Macedo-
nia-Agency of the Government of Macedonia. There 
is no proper mechanism for investor grievance.

Law No. 89/2015 “On Investments” (Foreign & local investments) (Art.3/2). 
Development Agency of Serbia (under the Ministry of Economy) is the institution 
that addresses the investors complaints (Art. 18/1) regarding the work of 
institutions.

OBJECTIVE
N/A

The agency does not have any specific objectives to address the investors 
complaints. The agency was established to implement development, expertise 
and operational activities for promoting and implementing direct investments, 
promote and increase exports, development and enhancement of business 
competitiveness, raise the reputation and development of the Republic of 
Serbia in the area of economy and regional development (Art. 27).

ANNEX 2
Models of Investor Grievance 
Mechanisms (IGMs)

26  http://www.investinmacedonia.com/
27  http://ras.gov.rs/en

AREA OF COM-
PETENCIES

N/A

The scope of competencies of the agency in regards to the approach for 
addressing the complaints and type of complaints that could address is not 
clearly defined. The agency has the competence to investigate the investor’s 
complaints promptly and inform them about the measures taken within 15 
days from the submission of the complaint. (Development Agency of Serbia 
shall immediately, on receipt of the complaint, investigate the content of the 
complaint and take measures within its jurisdiction to eliminate complaints 
against the work of public authorities- (Art.18/2). It is foreseen that only in 
the declarative way the government institutions should address with urgency 
the rights of the investors as relates to the implementation and support of the 
investment (Art.16/2), and only when this does not happen, the agency is put 
into motion as per investor’s complaint.

ISSUES NOT 
ADDRESSED

N/A

Complaints related to issues in the area of competencies of the National 
Bank of Serbia (establishment and functioning of banks and other financial 
institutions); 2. Complaints about issues in the area of competencies of the 
Commission for the Protection of the Competition (Art. 18).

CROATIA28 GREECE29

LEGAL 
FRAMEWORK - 
INSTITUTIONS

There is no specific law on foreign investment. 
The law for companies defines the judicial form 
of organisation of the local and foreign investors. 
The institution dealing with the promotion of 
investment opportunities is Agency for Investment 
and Competitiveness - Agency of the Government 
of Croatia. There is no proper mechanism for 
investor complaint grievance.

The legal framework for investments in Greece is based on 2 main laws: The 
new law for investment 4399/2016, which addresses small investment issues 
and Law 4146/2013, which addresses strategic investment issues. Enterprise 
Greece is the agency that operates under the supervision of the Ministry of 
Economy, Development and Tourism to attract investments in Greece. There is 
a dedicated model to address the investors’ complaints.  In April 2013, it was 
approved law 4146/2013 “Establishing a friendly environment for development 
for strategic and private investments”. This law set up the Investor 
Ombudsman as a structure within Enterprise Greece. Promoted as a structure 
by the government and its recommendations/suggestions implemented by the 
relevant institutions. The model of Investor Ombudsman in Greece is similar to 
the one of South Korea (foreign investment ombudsman (OFIO); and investment 
ombudsman (Philippine and Kazakhstan).

OBJECTIVE

There are no specific objectives to address 
the investor grievances. The agency intends to 
provide investors full services for implementing 
investment projects, propose measures to 
improve the business environment and promote 
Croatia as a desirable investing destination.

Investor Ombudsman acts as a mediator for the investor in resolving specific 
disputes or other difficulties raised in any phase of the licensing procedure 
and for particular delays in the implementation of investment projects. The 
investor who faces impediments for aspects related to licensing procedures 
is served by the Investor Ombudsman. An account manager registers the 
investor’s complaints and problems faced during the licensing procedure and 
identifies those documents that are decisive for explaining the main causes of 
delay and main factors that negatively influence the implementation of specific 
investment projects. Investor Ombudsman reviews specific issues of each 
individual case and collaborates with the competent authorities to accelerate 
the resolution of complex issues. It mediates on behalf of the investor 
during licensing procedures, aiming to resolve bureaucratic impediments, 
delays, disputes or other difficulties related to the state services. It should be 
highlighted that the Investor Ombudsman has strong political support and, 
consequently, it has proved to be a very effective institution.

28  http://www.ficc.hr/objectives/
29  https://www.enterprisegreece.gov.gr/en/invest-in-greece/ombudsman
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AREA OF COM-
PETENCIES

N/A

a) Private investment projects of 2,000,000 Euros or more which deal with 
delays, disputes or other difficulties arising during each stage of the licensing 
procedure 
b) The Ombudsman investor acts as a statutory intermediary for the investor in 
order to settle of the complex issues that arise during the licensing procedure 
to the competent licensing authorities.
c) Investor Ombudsman identifies key issues encountered by investors during 
the licensing procedure and presents concrete decision-making proposals for 
decision-making institutions to legal improvements.

ISSUES NOT 
ADDRESSED N/A

a) Cases that are currently being reviewed by the competent courts or those 
judged by them. 
b) The Ombudsman Investor does not handle complaints about transparency 
issues to public authorities but can provide general information. 
c) The Ombudsman Investor does not interfere in any kind of dispute between 
private parties.

UKRAINE30 GEORGIA31

LEGAL 
FRAMEWORK - 
INSTITUTIONS

The legal framework for investment in Ukraine 
consists of several laws, with the main ones 
being: a) The Law “On Investment Activity” 
(1991), which sets out the general principles for 
investment; b) Law “On the Protection of Foreign 
Investments” (1991); c) The Law “On the Foreign 
Investment Scheme” (1996). There is no proper 
mechanism dedicated to investor complaint 
grievance. Specific about Ukraine is the fact that 
it has a Business Ombudsman Council set up in 
2014 (“sui generis” institution) with a decision 
of the Ukrainian Government and following an 
“Anti-Corruption Initiative” Memorandum signed 
between the Ukrainian government, the EBRD 
and the OECD, Chambers of Commerce and Trade 
Unions. It is not an institution solely for solving 
investor complaints.

The legal framework for investment consists of two laws: a) the Law on State 
Promotion and Investment Guarantees dated 12 November 1996; b) The Law 
on State Promotion and Incentives dated 30 June 2006. Invest in Georgia-
Georgia’s National Investment Agency is a government agency that promotes 
investment opportunities in Georgia and serves as the intermediary/facilitator 
of investor communication with the administration institutions. 

OBJECTIVE

The Business Council Ombudsman (BCO) is an 
advisory structure of the Ukrainian government, 
which has as a goal the transparency of the 
activity of central and local institutions to prevent 
corruption and/or other violations of legitimate 
business interests. BCO consists of a) Business 
Ombudsman; b) 2 Deputy Ombudsmen; c) 
Secretariat.

The agency is different from Georgia Business Ombudsman, a separate 
institution and not a grievance mechanism for investors, but an institution 
that is available to businesses in general and mainly focuses on tax issues. 
The Business Ombudsman was established in 2015 and replaced Tax 
Ombudsman Institution in function until 2011. The Prime Minister appoints 
the business Ombudsman with the approval of the Speaker of Parliament. 
Business Ombudsman supervises the protection of the rights and legitimacies 
associated with the entrepreneurial activities (there is no clear definition of 
what are included in these activities) from violations of an administrative body. 
Business Ombudsman: a) Examines specific or group claims submitted for 
violations by the administrative bodies during the entrepreneur’s activity; b) 
detects and identifies errors in legislation and practice; c) conduct activities 
of a consultative and informative nature. The Business Ombudsman prepares 
recommendations for the administrative body to put in place the companies’ 
rights in cases of verification of violations. (Article 6).

30  https://boi.org.ua/en/about/legal-acts
31  http://businessombudsman.ge/files/laws/Laë%20on%20Business%20Ombudsman%20-%20ENG.pdf
http://businessombudsman.ge/en/about-us/the-office-of-the-business-ombudsman-of-georgia

AREA OF COM-
PETENCIES

Any natural or legal person who does business in 
Ukraine may file a complaint with the BCO. The 
BCO investigates the complaint, and a reply is 
given within 3 months for the usual cases, and if 
the case is complex, the deadline for the response 
may be longer. The Business Ombudsman is 
the mediator of the dispute settlement between 
the parties. When disputes are resolved by 
conciliation, the investigation ends. Nonetheless, 
this Business Ombudsman can make relevant 
recommendations to the government. Complaints 
addressed by the Business Ombudsman relate 
to a) administrative procedures, b) civil, and c) 
criminal offences committed against the business 
by the institutions. The typology of complaints 
includes but is not limited to: a) tax and tax 
issues; b) Issues relating to customs procedures; 
c) Issues related to business registration; d) 
Issues related to criminal proceedings initiated 
against businesses; e) Issues related to local 
authorities; etc.

Not clearly set out in the law the field of competence, but from the spirit of the 
law, it seems that the sphere of action is related to tax and fiscal matters. BO 
Reports are submitted to The Georgian Government, the Financial Budgetary 
Committee and the Sectoral Economy and Economic Policy Committee of the 
Parliament of Georgia.

ISSUES NOT 
ADDRESSED

a) Complaints related to business-business 
disputes; b) Appeals related to disputes that are 
to be review before the competent courts or those 
judged by them, or when these disputes are 
related to the decisions of the courts; c) Business 
complaints when the business has not exhausted 
at least an administrative appeal procedure under 
the legal framework regulating the activity of the 
institution against which the complaint is filed. 
(Art.6-Rules of procedure). Business Ombudsman 
does not review complaints about illegal practices 
of institutions for which 1 year has passed.

N/A
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ABBREVIATIONS

CoM  Council of Ministers
GoA  Government of Albania
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T he Albanian government has under-
taken important reforms to support 
sector development. Legal framework 
and strategic visions are adjusted to 

the sector dynamics, while infrastructure in-
vestment packages to support tourism are being 
implemented. Private investments in the sector 
are also very dynamic. For example, only during 
2017 were issued in total 53 construction permits 
(INSTAT, May 2018). These new investments add 
89,000 m2 room surface in the accommodation 
structures at the national level. The growth rate 
of crediting for the tourism sector was reported to 
be the highest compared to other sectors; credit 
to the tourism sector grew by 6.5% (yoy) during 
the first half of 2018 (Bank of Albania, 2018).
Despite improvements, Albania still needs to ad-
dress the concerns of regulating the tourisms sec-
tor, introducing standards, reducing informality, 
tackling land ownership issues, and improving 
infrastructure and human resources. The sec-
tor has to upgrade from labour-intensive toward 
technology-driven as a cost improvement path 
(IMF, 2018). In addition, previous Investment Cli-
mate Surveys (2015-2017) and consultations with 
businesses have identified informality as a seri-
ous concern of investors, especially in the tour-
ism sector.1 The business community perceives 

1  The collected information, served to the Secretariat 
to elaborate and further detail the issues and questions for 
discussing with stakeholders during Focus Group Meetings and 

informality as widely spread, and single actions 
are not enough to fully address it. 
This technical note intends to provide evidence on 
the degree to which economic activity in tourism is 
hampered by informal activity and tax evasion. Ap-
prehending and measuring the informal economy 
in the sector remains challenging because the sec-
tor is based on the shared economy and its inter-
relations with other value chains. For the purpose 
of this study, the informal economy in the tourism 
sector will refer strictly to economic activities that 
involve monetary transactions but represent le-
gal economic activities, incur tax evasion or tax 
avoidance. Efforts have been made to evaluate 
the impact of tax incentives on formalization and 
explore the relation between informality and sec-
tor competitiveness. The analysis results remain 
relevant to policy discussion, mainly in the fiscal 
policy area, legal framework and institutional co-
ordination to support sector expansion.
The Secretariat, in fulfilment of its mandate to 
address business concerns, is bringing to the 
attention of IC the challenge of formalizing eco-
nomic activity in tourism. The analysis has also 
considered issues from several businesses re-
ported to the Secretariat during the period 2015-
2018, as related to the tourism sector in general 
and more specific informality of the sector. 

interviews. On the above basis, Secretariat prepared structured 
and tailored questionnaires for public institutions, businesses, 
associations and experts in the sector of tourism.
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T he tourism sector’s contribution to the 
national economy is essential, espe-
cially in terms of employment and 
export income. The high contribution 

of the sector in employment is the result of the la-
bour-intensive nature of the sector (EU Progress 
report, 2018). The tourism and travel industry 
was reported to have a direct contribution in 
GDP of 8.5% (in 2017), while the indirect and mul-

tiplicative contribution of the sector to GDP is es-
timated to reach 26.2% (WTTC, 2018). The sector 
generated 7.7% of the employment as direct em-
ployment in 2017, which converts to 93,500 jobs. 
The sector induced employment, or indirect em-
ployment, is estimated to represent 24.1% of total 
employment. The sector is expected to generate 
around 110,000 jobs as direct employment and 
344,000 jobs as indirect in 2018. 

CONTEXT
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 Figure 1.  Contribution of the Tourism sector in GDP, Employment and Capital Investments

Source: World Travel and Tourism Council, 2018
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Tourism remains crucial to restoring the cur-
rent account balance, given the contraction of 
remittances and FDIs. Tourism exports represent 
54.2% of total exports, with a value of USD 1,974.1 
Mio, in 2017. In 2017, investment in the sector in-
creased by 7.5% and was valued USD 269 Mio. 
The dynamics of investment in the sector are ex-
pected to prevail in years to come. Investments in 
2018 are expected to grow by 4.4%, while in over 
10 years, they expect to reach approximately half 
a billion USD (WTTC, 2018).
MTE reports that nationally, 3,800 accom-
modation structures supply 29,000 or 67,000 
beds to visitors daily. The highest number of 
available beds are reported in Shkoder (19,000 
beds), Vlorë (18,500 beds), Tirana (11,000 beds), 
and Durrës (4,500 beds). 
The emerging cultural and historical destina-
tions such as Korca, Gjirokastra and Berat re-
port bed capacities lower than 2,000 beds (Na-
tional Strategy of Tourism, 2018). Hotels na-
tionally dominate accommodation structures, 

65% of accommodation capacity is offered 
through hotels or similar structures, resorts 
provide only 1% of the accommodation capac-
ities, guesthouses 3%, private houses, private 
rooms renting in private houses or apartments 
are reported to supply around 30% of the beds 
at the national level. Accommodation struc-
tures and other services offered to tourists are 
channelled through a network of around 46 
tour operators and 154 travel agencies (Nation-
al Strategy of Tourism, 2018). 
The tourism sector is moving very fast toward 
maximization. During the 2018 tourist sea-
son, 4.4 Mio foreigners have visited Albania, 
and compared to 2017, the number of visitors in-
creased by 12%. The share of foreign visitors that 
choose Albania as a vacation destination is 49%. 
Among visitors, the most dynamic group are 
those staying in Albania for a day visit. This 
group represented 10% of visitors and almost 
doubled in 2018 if compared to 2017 (INSTAT, 
2018).

 Figure 2.  Number of foreign visitors and value of their expenditures, 2013-2017
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Visitors reach Albania as a destination mainly 
through road connections; 81.1% of visitors reach 
Albania through road transport. Visitors com-
ing through air transport represent only 11.3% of 
visitors, while the remaining 7.5% use maritime 
transport. Air and maritime transport improve-
ment represent an opportunity for the tourism 
sector, as they are used under potential, and cost 
improvement policies could improve the tourist 
usage of alternative transport (National Strategy 
of Tourism, 2018). 
Capitalizing on the touristic resources, the main 
product niche that Albania is planning to sup-
port strategically includes coastal and cultural 

tourism, health, bicycle and eco-tourism, rural 
and mountain tours combined with culinary and 
tradition. Despite developments in the sector, Al-
bania remains a relatively new tourist destina-
tion, with the challenge to position itself in the 
world market. The dynamics observed among 
visitors (vacation and daily visitors) represent an 
opportunity for the sector from the demand side; 
however, these dynamics need to be matched 
with supply-side quality and competitiveness. 
Understanding peculiarities of the sector from 
the supply side remains crucial to investors 
since many challenges that the sector faces are 
supply-side rooted.  

w w w . i n v e s t m e n t . c o m . a l

T he steps undertaken by the Secretar-
iat to identify business challenges as 
related to the informality of the sector 
and the impact that its formalization 

would have on the competitiveness of the sector 
were as follows:

 » Desk research on the national legislation 
covering the tourism sector in terms of the 
regulatory and institutional framework, na-
tional strategic documents, regional coun-
tries strategic documents on tourism, other 
studies and reports on tourism from national 
and international organizations. 

 » A national-scale survey was implement-
ed as a source of primary information. The 
survey aimed to gather information on three 
broad areas of business and investment cli-
mate: tax compliance and tax controls, in-
vestment climate of the sector, and informal 
tourism economic activity. The survey was 
based on a standardized, closed questions 

questionnaire previously implemented by 
IC Secretariat. The questionnaire was re-
viewed to accommodate questions on infor-
mality. Reviews and suggestions from rele-
vant stakeholders were reflected in the final 
form, which became available online. The 
survey timing was selected during the tour-
ist season to get feedback on daily matters 
affecting business and investment climate 
in the sector. The survey was designed to be 
at national scale, with around 156 respond-
ers companies (44% accommodation & 
hospitality, 39% travel agency & tour op-
erator, 17% food and drink services) oper-
ating in the tourism sector had a random 
chance of being selected of 5.2% ensuring 
statistical confidence of 94%. The sample 
size was determined using population size, 
sample proportion and accuracy of results 
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as measured by the confidence level2. Com-
panies surveyed were randomly selected out 
of a dataset of around 2,997 companies reg-
istered at GTD. The tourism sector consists 
of businesses in accommodation and hospi-
tality, food and drink services, tour operator 
and travel agencies. The questionnaire was 
sent to sampled companies by e-mail. Sur-
vey data were used to understand the degree 
to which tourism economic activity is intox-
icated by informal activity and tax evasion. 
The analysis was also focused on identifying 
factors driving informality and particular-
ly exploring the impact of fiscal measures 
on formalization. A two-stage least square 
regression was used to estimate the impact 
of informality on investment climate, which 
is used as a proxy of competitiveness in the 
tourism sector. 

 » In-depth interviews with stakeholders: 
Direct interviews took place during July - 

2	 	n=1/{1/N+[((N-1)/N)	*(1/PQ)	*((k/Zα-2)	^2)]}

September 2018 with representatives of the 
tourism business associations, public in-
stitutions, fiscal experts, tour-operator and 
travel agencies. In total, the Secretariat held 
15 face-to-face interview meetings with rele-
vant stakeholders (government, companies, 
associations, and donors).

 » Consultations with business focus groups: 
During September 2018, Secretariat orga-
nized in close cooperation with CCIs, three 
regional focus group meetings in Durrës, 
Gjirokastër and Korça with 65 businesses 
operating in the tourism sector. A final focus 
group meeting was held in Tirana (Septem-
ber 26, 2018) with the participation of 20 rep-
resentatives (from MoFE, MoT, GTD, NTA, 
Tourism Associations, other Business Asso-
ciations and experts) to discuss in advance 
and validate the most important findings 
and recommendations to be presented at the 
plenary IC Meeting.

w w w . i n v e s t m e n t . c o m . a l

A s previously mentioned, the tourism 
industry has increased its contribu-
tion to the country’s economy both 
in monetary and employment terms, 

becoming thus a strategic sector for Albania. In 
line with this trend, there has been an increased 
focus from the government, donors, financial 
institutions and private companies in the sector. 
As of 2015, there has been an increased dynamic 
in preparing the necessary legal and regulatory 
framework—the prerequisite of any investment 
and sustainable development. The political com-
mitment for stronger support to tourism started 
to materialize through sectoral law and law on 
strategic investments; both were approved in 
2015, which aimed to bring the sector under the 
focus of a new splash of investments. Addition-
ally, by-laws, CoM decrees, regulations, and in-
centives have been approved from time to time 
to fill the framework and address the different 
segments of the tourism chain, aiming to bring 
the sector development and its contribution clos-
er to its potential.

1. LAWS, BY-LAWS AND STRATEGIC 
FRAMEWORK
For the purpose of the analysis, below is provid-
ed a short analysis of dynamics while complet-
ing the legal framework and of the strategic sec-
tor goals intended to be achieved:

A. Law No.93/2015 “On Tourism”3.
This Law substitutes Law No.9734, date 
14.05.2007, intended to address several is-
sues raised by the business community and 
by the tourism sector experts. Some of these 
issues have been addressed, while others 
have not (for example, categorising apart-
ments/villas as accommodation structures). 
However, the law brought some novelties 
while comparing it with the previous law 
no.9734.

Novelties of the law:
1. Definitions of the law. Law no. 9734, despite 

the efforts to provide some definitions in the 

3  Subject of amendment only once with Law No.114/2017.
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field of tourism, was deficient in its content 
while some more important definitions were 
missing. Current Law 93/2015 provides a set of 
systemized definitions that clarify the concepts, 
processes, and institutions dealing with the 
tourism sector.

2. The role and functions of institutions. Law 
93/2015 creates a clear picture of the institu-
tions dealing with the tourism sector both at 
the national and local level by eliminating the 
overlap of competencies among them and 
the uncertainty it cascaded to the users of the 
law, mainly to the foreign investors.

3. Certification and licensing of operators in the 
field of tourism. Previous law did not foresee 
for licensing of the operators offering touris-
tic activities, which brought poor services to 
the consumers and at the same time has sig-
nificantly influenced informality. Although 
law 93/2015 has addressed the licensing pro-
cess of the tour operators and tourism agencies, 
there are still concerns in the market from sev-
eral operators for a high level of informality and 
does not provide the required security of services 
for the tourists.

4. Categorization and Classification of accom-
modation structures. Law 93/2015 envisaged 
the categorization and classification process 
of the tourism accommodation structures 
missing in the previous law. However, this pro-
cess has stuck, although the necessary by-laws 
have been accordingly approved4timely. The 
lack of this process has brought a chaotic situ-

4  CoM Decree 710 No.710 date 12.10.2016 “Approval of 
the Regulation on Conditions and Criteria for Exercising of 
the Tour-Operator Activity”; CoM No.711 date 12.102.2016 
“Approval of the Regulation on Conditions and Criteria for 
Designing and Building Accommodating Structure”; CoM 
No.730 date 20.10.2016 “Approval of the Regulation on 
the Conditions, Criteria, Tariffs, Terms and Procedure for 
Classification	of	Accommodation	Structures”.	

ation in the market, especially for hotels. Sev-
eral accommodation structures use distinctive 
signs (stars) of the classification, which do not 
conform to the real standards of the structure 
or the level of the service they provide. Howev-
er, while Law 93/2015 included “guest-houses” 
in the main concepts of the Law, it failed to in-
clude the apartments/villas as part of the “ac-
commodation structures”. Other countries, 
for example, Greece, have already included 
self-catered accommodation- touristic fur-
nished mansions and Self-catered accom-
modation-touristic furnished residences 
under the category of Secondary Touristic 
Accommodation as per the provisions of the 
law no.4276/2014, the main law for tourism.

5. Certification of the touristic guides. Law 
93/2015 provides for the certification of the 
tourist guides and the respective procedures 
to be followed to standardise such activities.

6. Clear obligations for institutions. Additionally, 
law 93/2015 sets obligations for main insti-
tutions such as MTE in preparing the follow-
ing documents: a) National Plan on Tourism 
(NTP); b) Strategy of Tourism and Action 
Plan (Tourism Strategy), c) Central Tourism 
Register; d) National Register of Touristic 
Sources as well e) National Sites with Prior-
ity in Developing Tourism.

What has been done and what is 
expected:
While consulting public sources of information, 
as well as business and actors met during re-
gional focus groups and meeting with MTE, it 
results the following:
1. NTC has already approved the National In-

ter-sectorial Coast Plan. 
2. The strategy of Tourism and its Action Plan, 

although it has been subject to consultation 

w w w . i n v e s t m e n t . c o m . a l

roundtables for months, has not yet been of-
ficially approved by the GoA, while its official 
draft is published on the website of MTE. 

3. Central Nation Register which should con-
tain the consolidated list of the tourism en-
trepreneurs it is not yet published. From the 
consultation with the municipalities, the 
Register is furnished with data from Mu-
nicipalities that refer only to the registered 
entrepreneurs in NBC, rather than the entre-
preneurs who do exercise economic activity 
by a matter of fact.

4. The National Register of Tourism Sources 
has been prepared and published5. 

B. Law 114/2017, “On Some 
Amendments to the Law No.93/2015 
“On Tourism”
Through law 114/2017, the CoM made some new 
provisions on the main law 93/2015 that incite 
investments of 4- and 5-star hotels and resorts in 
priority areas for tourism development6 and their 
managing through franchising contracts or sim-
ilar to franchising. According to this law, CoM 
shall provide investors with the special status 
for investments in accommodation structures, 
which fulfil the following conditions:
1. Invest in 4- and 5-star accommodation struc-

tures certified as such by the Committee 
on Standardization of Tourist Activities in 
MoTE;

2. Investment reaches at least 8 Mln Euro for 
the construction of the 4-star accommoda-
tion structure and at least 15 Mln Euro for the 
construction of the 5-star accommodation 
structure.

5  http://www.mjedisi.gov.al/burimet-turistike/
6  NTC with the Decision No.1 date 26.07.2018 approved 
the list of the areas with priority for tourism development.

Further details on the process are being provid-
ed by the CoM decree no. 257, dated 9.5.2018 “On 
the Approval of The Criteria, Procedures and Docu-
ments Required for Entity that Apply For “Investor In 
4* And 5* Accommodation Structure, Special Sta-
tus”.

C. Law 55/2015, “On Strategic 
Investments”
Law 55/2015 was adopted in an effort to foster 
investments in strategic sectors. The law identi-
fies the country’s strategic sectors (Article 8)7 and 
provisions detailed and special administrative 
favourable procedures, facilitating or accelerat-
ing support and services to domestic and foreign 
investors (Article 21 and Article 22). 
The administrative procedures provisioned in 
this law related to the preparation, implementa-
tion, development and realization of a strategic 
investment project as well as to the issuance of 
licenses/permits/authorizations and opinions 
pursuant to this law are of the highest priority 
and are followed by an accelerated procedure 
by all the public institutions/entities/public au-
thorities, directly or indirectly involved in these 
procedures.
Under the Law, the Albanian Investment Devel-
opment Agency (AIDA) is the Secretariat of the 
Strategic Investment Committee (SIC), which 
approves the status of every strategic investor 
and at the same time serves as a unique window 
for foreign investors in relation to Albanian insti-
tutions. 
As of October 2018, in total, SIC has approved 
9 strategic investment projects, out of which 6 

7  Energy, agriculture, tourism, oil and extraction of natural 
resources are strategic sectors. These sectors offer the 
opportunity to earn long-term revenues from investing in a 
quickly growing economy and with low cost, with unused 
natural	resources	and	a	flexible	working	force.		
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have earned the status of strategic investor/as-
sisted procedures and 3 the status of strategic 
investor/special procedures. Four projects are 
approved in the tourism sector, where 2 projects 
earned the assisted status and 2 projects earned 
the special. Since the beginning of 2016 and until 
today, AIDA has assisted 30 investment projects 
(10 projects in the tourism sector), out of which 17 
have gone through all the processes of strategic 
investments and have been addressed for deci-
sion-making in the SIC. In the consultation/assis-
tance phase are 8 other projects for preparation 
of documents and 5 projects are still in the phase 
of expression of interest (7 of these projects are in 
the tourism sector). So far, we couldn’t find any 
assessment document related to the impact of 
the approval of the above legal framework.

D. Draft-Strategy on Tourism 8
Strategic goals relate to five key areas and 19 
strategic directions to improve competitiveness 
and achieve strategic objectives. The main areas 
where tourism policies should focus on by 2022 
are the following: 
1. Product development (diversification of 

tourist offer);
2. Development of human resources (improve-

ment of the quality of services);
3. Marketing (promotion of Albania as a desti-

nation for all-year tourism);
4. Private and public investments;
5. Policy framework and destination manage-

ment.
As identified by the draft strategy, informality 
related to tourism activity remains a critical im-
pediment in developing the sector. This seems 
to be considered a crucial point since under the 

8  Tourism is promoted as a strategic sector also in other 
strategies-at least in 8 of them as listed under the Annex A

Strategy, it is provided as a goal: registration of 
80% of the share tourism economy (household 
rooms, apartments and villas for tourism activ-
ity) until 2022. Although the strategy identifies 
informality as a threat for the tourism sector in 
general, it does not underline any concrete action/
measure to shape this threat as an opportuni-
ty for micro and small enterprises, nor does it 
foresee any joint efforts with the fiscal policies to 
address such issue.
 
E. Institutional Coordination – in 
support of the Tourism Development 
As previously mentioned, current legislation 
provides a clear architecture of the institutions 
responsible for developing tourism at the na-
tional and local levels. While competencies and 
scope of activities seemed to be well envisaged, 
we evidenced that more should be done as 
relates to the coordination between central 
agencies and municipalities in addressing 
issues in tourism. This could also be linked 
with scarce and limited local sources. Also, 
some institutions/instruments do not carry out 
the competencies for which the law has created 
them. For example, during consultations held 
with businesses and associations in the tour-
ism sector during the preparatory phase of this 
working document, it was mentioned that the 
Private Sector Advisory Committee for Tourism 
(KKSPT) is not yet set up, and no consultative 
meetings were held during the last year, while 
the Commission for Standardization of Tour-
ism Activities has not yet started the classifi-
cation and categorization procedure of the ac-
commodation structures). Annexe B provides 
a complete picture of institutions dealing with 
tourism as per the law provisions and their re-
spective competencies.

w w w . i n v e s t m e n t . c o m . a l

2. INCENTIVISING POLICIES FOR THE 
TOURISM SECTOR 
For the purposes of this analysis, this section 
provides updated information on the incentives 
for the tourism sector as provided under current 
primary or secondary legislation.

A. Administrative incentives9 to reduce 
the administrative burden 
“Assisted procedure” is the administrative pro-
cedure provided for in Law no. 55/2015 under 
which the public administration follows, coor-
dinates, assists, supervises, and, if appropriate, 
represents a strategic investment during its im-
plementation phases. The specific procedures 
facilitated to the investor are the following:

 » completion of preparatory actions, prepa-
ration of documents and administrative ap-
plication in an expedited procedure by the 
assisting agent, including necessary accom-
panying documents, when they are issued by 
a state administration body, following the re-
quest of another state administration body;

 » priority handling of documentation prepa-
ration, provision of opinions or employment 
of procedures which are included in the area 
of activity of the state administration bodies, 
represented in the operational group, for the 
preparation and implementation of the stra-
tegic investment;

1. land consolidation;
2. supporting programs;
3. support with assistive infrastructure;
4. provision of access to the state-owned im-

9  Administrative incentives are mainly provided as per the 
provisions of the Law 55/2015 “On Strategic Investments”. 
The	purpose	of	adopting	this	law	was	to	encourage	the	inflow	
of important investments in the economy until December 31, 
2018, while the law was completed with the respective by-laws 
at the end of 2015.

movable property to develop and execute 
strategic investment projects.

Eligibility: For an investor in the tourism sec-
tor to benefit from the assisted procedure and 
to be considered as a strategic investor, the in-
vestment should be focused on accommoda-
tion structures, it should be equal to or above 
5,000,000 Euro, and at the same time to create, 
at a minimum 80 new jobs. 
“Special procedure” is the administrative pro-
cedure provided for in Law 55/2015 under which 
support is provided under special rules to strate-
gic investment with an impact on the economy, 
employment, industry, technology and/or re-
gional development, intending to facilitate and 
expedite investments. Additionally, to the facil-
ities as per the above, GoA offers the following 
guarantees for the investors:

 » expropriation of private immovable assets 
to enable the development and execution of 
strategic investment projects;

 » approval by the Assembly, following assess-
ment made by the Council of Ministers, of 
the relevant strategic investment contracts, 
upon the request of the strategic investor, to 
enhance the safety of the regulated judicial 
relationship between the investor and the Al-
banian state.

Eligibility: For an investor in the tourism sector 
to benefit from the special procedure and to be 
considered as a strategic investor, the investment 
should be focused on accommodation structures, 
it should equal to or above 50,000,000 Euro.

B. Fiscal incentives to attract quality 
investments
VAT reduction for accommodation structures 
from 20% to 6%. A reduced rate of value-added 
tax applies to the provision of accommodation 
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services in accommodation structures, accord-
ing to the categories set out in legislation in the 
field of tourism, which is 6 per cent10 applicable 
as of June 2017.
1. VAT11 6% applied for any services supplied 

within the accommodation structures clas-
sified as 5* hotel/resort, special status” into 
force as of January 2018.

2. Exemption12 from corporate tax for a 10-
year period, for accommodations struc-
tures, “4 * and 5 * hotel/resort, special sta-
tus”, which reach to receive special status 
until December 2024. According to this pro-
vision, the effects of this exemption begin 
the moment the accommodation structure 
starts the economic activity, but no later than 
3 years from receiving the special status.

3. Exemption13 from the building tax for ac-
commodations structures, “4* and 5 * hotel/
resort, special status” as per the provisions 
of the Law “On Tourism” and which are the 
bearer of a trademark internationally known 
as brand name. Into force as of April 2018.

4. Exemption14 from tax on the impact on in-

10  This VAT reduction took place after the entry into force of 
the Law No.71/2017 “For an Addition in the Law No. 92/2014 
“On VAT” as amended. Further clarities on the implementation 
of the reduced VAT 6% were made in the CoM Decree 953 
dated 29.12.2014 (as amended) according to which VAT 
6% should be applied only to the “accommodation” or 
“accommodation+ breakfast” in the cases of packages.
11 This VAT reduction took place with the Law No. 107/2017 
“For Some Additions and Amendments in the Law No.92/2014 
“On VAT” as amended. The reduced rate of 6% VAT applies to 
any service supply provided within the "Hotel/Resort Five Star, 
Special	Status"	accommodation	structures	as	defined	in	the	
legislation	of	the	field	of	tourism	and	who	are	the	bearers	of	a	
trade mark and brand name internationally registered. 
12  This provision was made with the Law No.104 date 
30.11.2007 “For Some Additions and Changes to the Law 
No.8438 date 28.12.1998 “On Income Tax” (as amended)”
13  This provision was made with the Law No.106 date 
30.11.2017 “For Some Additions and Changes to the Law 
No.9632 date 30.10.2006 “On Tax Local System” to the Article 
22.
14  This provision was made with the Law No.106 date 
30.11.2017 “For Some Additions and Changes to the Law 

frastructure for accommodations struc-
tures, “4 *and 5 * hotel/resort, special sta-
tus” as per the provisions of the law “On 
Tourism” and which are the bearer of a 
trademark internationally known as brand 
name. Into force as of January 2018.

The above fiscal incentives (2), (3), (4) and 
(5) followed the amendments of the law 
no. 93/2015 “On Tourism”, according to 
which the GoA aims to attract internation-
al brand names of accommodation sector 
to build new tourism structures in Alba-
nia. These changes introduce the concept 
of investor in 4* and 5* accommodation 
structures that can be eligible to receive 
the special status and therefore be subject 
to the incentives mentioned above.

C. Incentives for agro-tourism as a 
growth industry
1. VAT15 reduction for accommodations struc-

tures certified as “agro-tourism entities” 
from 20% to 6%. The reduced VAT shall be 
applicable as of 1 January 2019 for accommo-
dation and restaurant (excluding drink) struc-
tures certified according to the criteria of the 
CoM No.22 date 22.01.2018. One of the main 
criteria for “agro-tourism entities” is to have 
a capacity from 6-30 accommodation rooms.

2. Corporate income tax to be reduced from 
15% to 5%. This change will take place as 
of 1 January 2019 for taxpayers certified 
“’agro-tourism entities”.

No.9632 date 30.10.2006 “On Tax Local System”, to the Article 
27. 
15  This provision was made through Law No. 40/2018, date 
09.07.2018 “For an Addition in the Law No.92/2014 “On VAT” 
as amended.
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3. Exemption16 from tax on the impact on in-
frastructure for “agro-tourism entities” 
which shall perform investments in their 
scope. This measure enters into force as of 1 
January 2019.

Other incentives
1. Law no. 93/2015, dated 27.07.2015 “On tour-

ism”, in Chapter 6 provides for several facil-
ities/supports for investments in priority ar-
eas for tourism development such as:

 » The disposal of state immovable property. 
Article 35 provides for the availability of state 
real estate (also through a symbolic 1-euro 
contract) for a period of up to 99 years;

 » Establishing of touristic ports or permanent 
pits serving as supporting infrastructure for 

16  This provision was made by the Law No. 41/2018, 
date 09.07.2018 “For Some Additions and Changes to the 
Law No.9632 date 30.10.2006” “On Tax Local System” as 
amended, Article 27.

tourist structures;
 » Disposal of beach areas for investments near 

the shores of the sea or lake.
2.    Integrated Rural Development Program 

(PIZHR) - The program of 100 villages aims 
to coordinate the development interven-
tions in the rural areas of 100 villages. The 
integrated rural development approach will 
target measurable objectives for the devel-
opment of rural space, through centralized 
focus (integrated and coordinated program-
ming) of public investment, donor and pri-
vate investment, in the well-defined space of 
100 villages, with high potential for econom-
ic and social development, agro-tourism and 
rural tourism, nature and environment as 
well as cultural heritage.
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1. ANTI-IINFORMALITY AGENDA 2016-
2018

F ighting informality and consolidation 
of the fiscal base is an essential part 
of the government’s economic policy 
agenda. Following the Strategic Plan 

2017 – 2021, the General Tax Directorate started 
to implement in 2016 the Action Plan on “An-
ti-Informality” as approved by the Minister of 
Finance, Decision No 10572 of 08.04.2016. The 
Action plan focused on the consolidation and 
expansion of taxpayer’s base for VAT, the estab-
lishment of chain transaction controls and the 
reduction of the number of non-declaring tax-

payers and the debt stock. Informality has also 
been a top priority of the AIC agenda since its 
establishment in 2015, and relevant recommen-
dations have been provided to the Government. 
Some of them are already integrated into the 
government’s plans (DTD work); others are still 
debated, such as the need for a national strate-
gy on the formalization of the economy, etc. The 
anti-informality Action Plan was extended in 
2017 with a new wave of actions to reduce infor-
mality based on the risk-based approach. The 
anti-informality measures after 2017 were ac-
companied by communication and awareness 
campaigns.  

SURVEY RESULTS ON 
INFORMALITY, FISCAL 
MEASURES AND 
INVESTMENT CLIMATE IN 
THE TOURISM SECTOR
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2. ANTI-INFORMALITY AND TAX 
ADMINISTRATION MEASURES IN THE 
TOURISM SECTOR
The level of informality in the tourism sector, as 
measured through tax declaration and self-as-
sessment of the tax administration, is estimat-
ed to be 40% (GDT, 2018). The informality in 
the sector consists of under reporting econom-
ic activity to evade tax payment, undeclared 
employees, declare of lower wages, economic 
transactions without issuing invoice (coupon), 
and unregistered economic units. Efforts of the 
tax administration to restrict informality in the 
tourism sector undertaken in previous years 
have improved the situation. However, more 
has to be done.  
The action plan of anti-informality measures in 
2018 for the tourism sector was informed and 
concealed based on a thorough risk analysis of 
the sector based on tax declarations of the last 
two years. The anti-informality measures were 
anticipated by an inclusive program of commu-
nication and taxpayers’ education as a measure 
to improve awareness and self-compliance. 
GTD organized 12 regional consultation meet-
ings, distributed 3,090 information materials 
and contacted 3,886 businesses. Communica-
tion and consultation actions of anti-informal-
ity measures aimed to improve self-reporting 
and self-declaration. Tax controls and site in-
spections followed the communication and 
awareness stage of anti-informality measures. 
During 2018, GDT reports that tax authorities 
had controlled 1,500 businesses, site inspec-
tions during the tourist season were reported to 
reach 9,486. As announced by the tax adminis-
tration, the result of the anti-informality meas-
ures in the tourism sector increased the report-
ed turnover by 12%, associated with an increase 

of invoiced services by 13%, and the number of 
declared employees increased by 13%. The tax 
administration communicated to 1,500 busi-
nesses the need to report their economic activi-
ty properly; 72% of the companies agreed to vol-
untary review the tax declarations and correct 
them as advised by tax inspectors. 

3. INFORMAL ECONOMIC ACTIVITY IN 
THE TOURISM SECTOR
Informality in the tourism sector is increasing 
globally, mainly due to diversification of tour-
ism destinations, diversification of accommo-
dation and services or due to technology-based 
exchange of services. Many countries are fac-
ing the challenge of accounting for tourism 
economic activities exchanged through online 
platforms such as booking.com, TripAdvisor 
or Airbnb. These economic activities are not fil-
tered through the traditional market forms and 
as a result, are not appropriately accounted in 
the national accounting or tax base of the econ-
omy. 
When businesses involved in this survey were 
posed the question – do they face competition 
from informal economic activities in their sec-
tor, 70.5% of respondents confirm they suffer 
competition from informal economic activi-
ties. A higher prevalence of informal activity 
than the national level is reported in Tirana 
Region and historical/cultural touristic des-
tinations (Korca, Gjirokastra or Berat). Large 
companies (with turnover above 8 Mio ALL) 
also report a relatively higher level of compe-
tition from informal activities than national-
ly. When measured as competition pressure, 
informality is mostly felt by formalized com-
panies, which are mostly large or well-estab-
lished ones (see figure 3).
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 Figure 3.  Frequency of companies perceiving competition from informal economic activity per region and 
company size

Source: Own calculations based on data from 2018 IC survey 

The informality of tourism sector contracts 
when companies were asked to report if there 
is informality at their own business, at their 
sector or if they ever thought about formaliz-
ing economic activity at their own business 
or sector (see Figure 4). We reported the fre-
quency of the response “I have no strategy to 
fight informality at my business,” “I have a strat-
egy to fight informality in my firm or in the sec-
tor.”  
At the national level, 33% of companies have 
reported having some degree of informality, 
while only 12% declare to have a strategy of 
formalizing their economic activity. The high-
est level of self-reported informality is report-
ed at cultural/historical touristic destinations 
followed by small enterprises, while the low-
est self-reported informality is scored in the 
Tirana region and among large companies. 

Source: Own calculations based on data from 2018 IC survey 

 Figure 4.  Frequency of companies reporting 
informality at business and sectoral level
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Businesses report a higher degree of informal-
ity at the sectorial level than their self-reported in-
formality. Cultural and historical destinations 
and the Tirana area have reported the highest 
share of informality at the sectorial level; more 
than 70% of respondents confirm they face 
informality at the sectorial level. Strategies 
at a sectorial level to formalize the econom-
ic activity have an occurrence rate similar to 
firms having strategies to formalise their own 
activity; at the national level, only 22% of firms 
have declared to have participated in a sectori-

al process initiative to formalise and regulate 
economic activity.
Businesses were asked to detail what forms of 
informal economic activity they face or observe 
often and very often among their competitors. 
Responses show that at the national level, 56% 
of businesses observe informal employment 
among their competitors, 54% declare that in-
formality appears mainly and openly as tax eva-
sion, while there are often corrupted practices of 
doing business and still unregistered economic 
activities (see Figure 5).

 Figure 5.  Main forms of informality as perceived by businesses
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Business perception on the forms of informal-
ity faced show some peculiarities if looked 
through touristic destination and business 
size. Coastal touristic destinations report 

tax evasion and informal employment as the 
main forms of informality in the tourism sec-
tor in their localities. Cultural and historical 
destinations such as Korca, Gjirokastra and 
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Berat confirm as a primary concern competi-
tion from unregistered guesthouses or family 
businesses which pressure the price competi-
tions reducing the average pricing of touristic 
services in those areas. Companies operating 
in the Tirana area have reported competition 
from corrupt business practices in procure-
ment or inspections. Companies operating in 
a non-traditional touristic destination which 
in our sample include Dibra, Elbasan, Fier, 
etc., report as main concern competition from 
companies that under-report turnover and tax 
level. 
Informality appears a stronger concern among 
large companies, which suffer the negative 
impact of informal employment, tax evasion 
and competition from unregistered accommo-
dation structures (Figure 5). While in cultural 
and historical destinations, unregistered busi-
nesses were mainly family businesses run as 
guest houses or shared homes. Coastal areas 
(in Durres or Vlora) report that rented apart-
ments are building blocks that were not traded 
and shifted to the accommodation and hospi-
tality sector in an undeclared and unregulated 
manner.  
This informal tourist accommodation has in-
creased the competition among hotels and 
formalized accommodation structures and in-
formal ones. Businesses in these areas report 
as the primary concern the negative effect in 
the quality of the destination that tourists per-
ceive if accommodated in a non-formalised 
accommodation structure. This informality 
is mainly enabled through the tour operators, 
and it can be restricted if tour operators and 
travel agencies monitoring system is enforced 
and they become part of the anti-informality 

measures. 
Businesses operating in accommodation and 
hospitality in cultural/historical destinations 
call for improving competition and market 
structure through registration and identifi-
cation of accommodation structures emerg-
ing. Identification and registration could be 
regulated by the local authority, with simpli-
fied mechanisms and flat-lump sum taxes. 
Strengthening cooperation with online book-
ing platforms, field inspections, and local au-
thorities would reduce this trend of informal-
ity in the sector. The progress in preparation 
and consolidation of the National Register of 
Accommodation facilities would also contrib-
ute to solving this issue.
Companies were asked to identify factors that 
they perceive as a determinant of their decision 
to undertake the non-formalised economic ac-
tivity. A set of factors were listed, and compa-
nies reported the importance on a scale of 1 to 
5, where 1-means unimportant and 5- means 
very important factor. The ‘frequency of re-
porting’ is declared a very important factor in 
determining the company’s decision to oper-
ate in a grey/informal economy (see figure 6). 
This frequency was screened per region and 
business size to understand the peculiarities 
of factors impacting informality. The results 
showed no particular patterns, informality re-
mains systematic, and factors causing it are 
perceived similarly across the country, with 
the exemption of large companies. 
The main factor in determining the risk level 
of engaging in informal economic activities 
is the unfair competition from businesses 
that operate in informality, in the same mar-
ket and locality. Informal businesses are per-
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ceived to have a cost advantage compared to 
formalized businesses and compete the for-
mal and standardized businesses unfairly. 
Consultations and focus groups showed that 
the competition between formal and infor-
mal operators in coastal touristic destinations 
was not strong on price or cost but rather on 
quality. The unfair competition was very acute 
and problematic for the emerging historical 
and cultural touristic destinations as Korca 
and Gjirokastra, where this competition was 
strongly affecting price level and the ability to 

improve the quality of services (see Figure 5).
The business possibility to solve problems 
through corrupted practices remains a factor 
that generates informality in the sector. This 
factor plays a similar role across regions and 
business types. While large companies report 
local tax and tariffs to be a driver of informal-
ity, the fiscal burden remains a driving factor 
of informality at the national level. Cost of tax 
compliance and tax legislation as applied in 
practice were ranked among factors causing 
informality. 

 Figure 6.  Frequency of companies reporting factors being very important in determining the risk of 
undertaking informal economic activity
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4. FISCAL MEASURE IMPACT ON 
SECTOR DEVELOPMENT AND 
FORMALIZATION

Fiscal incentives and anti-informality measures 
were designed to improve sector competitive-
ness and reduce informality. The government’s 
decision to reduce VAT from 20% to 6% for ac-
commodation and hospitality services had an 
immediate impact on reducing informality, as 

confirmed by 26% of companies responding. 
Large companies and those operating in the 
Tirana region confirm a stronger impact of 
the VAT policy on formalizing accommoda-
tion services. This impact is reported at lower 
propensity among small companies and those 
operating in cultural and historical touristic des-
tinations, where the dominated business model 
are small and micro enterprises, not impacted by 
the VAT policy intervention. 

 Figure 7.  Business perception on the impact of VAT tax reduction on the formalisation of the tourism sector

Source: Own calculations based on data from 2018 IC survey 

VAT reduction caused the price reduction 
of accommodation services; however, this 
reduction was lower than the impact VAT re-
duction was reported to have on investment 
and formal employment. Coastal and seaside 
businesses and large companies have report-
ed a higher propensity in inducing investment 
from VAT tax reduction, 42.9% of companies 
in coastal areas and 40.4% of large companies 
have reported using VAT reduction funds in in-
vestment and quality improvement. Large com-

panies and companies operating in the Tirana 
area have benefited from the VAT reduction to 
increase employment or probably to formalize 
employment. The VAT tax cut was used in cul-
tural and historical destinations and non-tra-
ditional tourism destinations to afford the cost 
of registering or formalising their activity. The 
VAT had a more noticeable effect on prices only 
in Tirana areas. The sector reports a high need 
to upgrade through investment, promotion and 
staff. 
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Many businesses, in consultation processes, 
longed for policies that regulate the market 
and enforce fair competition. The need for 
the sector to complement fiscal policies with 
public investment agenda was also urged and 
demanded by businesses in the Korca region, 
Gjirokastra, Durrës and other regions. Public in-
vestments from simple promoting to large road 
and infrastructural projects such as gas pipes 
to support heating of premises in Korca region 
and improve cost were needs pointed out in 
business consultations. 

5. BUSINESS PERCEPTION ON TAX 
CONTROLS AND TAX ADMINISTRATION 
BEHAVIOUR 
The fiscal authorities announced the intention 
of intensifying fiscal controls and visits in the 
touristic regions as a way to reduce tax eva-
sion and informality. Businesses were asked 
to report on the frequency and duration of tax 
controls/audits or visits. When responding 
businesses are not always clear which type of 

fiscal visit they experienced and from which au-
thority.
The analysis shows that the average frequen-
cy of tax controls between 2017 and 2018 has 
declined by 41%. During 2017 businesses re-
ported an average frequency of tax controls of 
2 and site inspections of 3, while in 2018, the 
frequency of tax audits and fiscal visits was 
cut to an average of one visit or control. While 
the declining trend on tax controls frequency 
is similar at the national level, the average fre-
quency of tax audits/tax controls is reported 
higher in cultural and coastal touristic des-
tinations (Figure 3). The average frequency 
of fiscal visits per size of company shows an 
increased average frequency among small 
companies. Very few responses were given on 
the duration of the tax controls; however, from 
the distribution of the answers, it is confirmed 
a generavl perception that the duration of tax 
audits and tax controls has declined, with the 
most frequent duration reported to be “less 
than a week” duration in 2018.

 Figure 8.  Distribution of average frequency of tax controls 2017 vs 2018

Source: Own calculations based on data from 2018 IC survey 
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Businesses were asked to evaluate the be-
haviour and the output of the tax inspectors 
while visiting or inspecting their businesses. 
They were asked to evaluate ethics, commu-
nication skills, professional skills and logistic 
support through a like scale of 1 perceived as 
very low to 5 perceived as very good. The Sec-
retariat screened the perception per overall 
sample and then looked at regional patterns or 

perceptions per company type. Inspectors are 
perceived as ethical; however, when it comes 
to professional skills, communication skills 
and logistic support, they are graded modest-
ly, with an average grade of around the neu-
tral values. Large companies better perceive 
inspectors’ professionalism and behaviour, 
probably because the big taxpayers’ office 
serves them and not by regional inspectors.

 Figure 9.  Business perception on the professionalism of tax inspectors

Source: Own calculations based on data from 2018 IC survey 

Format of the control report, content and ref-
erences are perceived as quite clear; however, 
specific recommendations and conclusions of 
the report are graded as the most unclear part 
of the inspector’s work. Report’s recommenda-
tions and conclusions are perceived unclear if 
companies operate in non-traditional tourism 
mountain areas and small enterprises, followed 
by companies operating in the Tirana region.
Only 16% of companies have reported they ap-
pealed the decision of the tax inspection. From 

those appealing the decisions, 84% have taken 
the decision to the administrative bodies, mainly 
at the TAD, 95% of the businesses appealing the 
decision have taken it to the Tax Appeal Directo-
rate at MoFE. In 56% of cases, the appeal deci-
sion has been in favour of the tax administration, 
while only 16% of companies appealing their tax 
inspection decisions report having received a 
decision of the appeal that supports their claims. 
Only 12% of companies have taken the appeal 
decision to Administrative Court. 
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Businesses were asked to report their percep-
tion on the clarity of information provided by 
tax authorities, mainly on the legal framework 
and administrative procedure. The clarity was 
measured on a scale of 1 to 5, with 1 - total lack 
of clarity and 5 - High Level of Clarity of Infor-
mation. On a national level, the clarity of infor-

mation provided was moderate, valued at 3.24 
(for legal framework) and 3.20 for adminis-
trative procedures (Figure 5). The lowest level 
of clarity of information was reported among 
businesses in the coastal areas and among 
small companies (with turnover less than 8 
Mio ALL).

 Figure 10.  Business perception on the clarity of information provided by tax authorities, mainly on the legal 
framework and administrative procedure 

Source: Own calculations based on data from 2018 IC survey

Only 42.7% of companies operating in tour-
ism sector reported to be aware on the use 
of a risk-based system when tax authorities 
plan control, visits or site inspections. The 
lowest level of awareness is reported among 
companies operating in coastal and sea-
side touristic destinations and among small 
companies. The moderate awareness of the 
risk-based system of tax authority controls is 
accompanied by even a lower degree of infor-
mation, 28.2% of companies declare to have 
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information on the risk-based system used by 
tax authorities, while only a tiny share of less 
than 15% of companies at national level report 
to have been receiving training by tax author-
ities. Information level among businesses on 
the risk-based system of tax control selection 
remains lower among businesses that are 
small and operate in coastal areas, while the 
frequency of businesses receiving training 
is lower in the Tirana region and among big 
companies.
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 Figure 11.  Business perception on the quality of report delivered by tax inspectors

Source: Own calculations based on data from 2018 IC survey

Tax compliance education, information and 
awareness is reported to be weak among com-
panies operating in tourism sector, with the 

weakest level reported in the most dynamic 
touristic destination as coastal and seaside des-
tinations. 

 Figure 12.  Business awareness and information on the risk-based system of tax inspection

Source: Own calculations based on data from 2018 IC survey
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6. INVESTMENT CLIMATE
Businesses were asked about the attractiveness 
of the tourism sector to invest, upgrade their ca-
pacities and improve quality. From the investors’ 
point of view, the attractiveness of the sector 
was considered a measure of competitiveness, 
especially from the supply side. A regulated 
sector with high potential from the demand side 
would attract investors and be competitive.
Private investments in the sector have been 
very dynamic at an aggregate level; in abso-
lute value, investments in the sector are low. 
However, the sector investments are increas-
ing faster (INSTAT, BoA, WTTC). Businesses 
were asked to report on how favourable they 
perceive the investment climate in the sec-
tor, how favourable are licensing and registra-
tion procedures, legislation, tax procedures and 
tax burden, human resources and availability/
access to financial resources. Businesses rated 
business climate components from 1- unfavour-
able to 5- very favourable. Businesses perceive 
a favourable investment climate; their evalu-
ation stands above the average but lower than 
optimal. 
Regulatory reforms have improved noticeably. 
Businesses perceive a favourable condition 
when it comes to registering and licencing, and 
establishing a relationship with the tax authori-
ties when undertaking new investment (see fig-
ure 11).
The complexity of the legal framework and fiscal 
burden is only moderately considered favoura-
ble for new investments. The least favourable 
aspects for investment climate are the availa-
bility of human capital and access to financial 
capital. 
Businesses during consultations pointed out the 
difficulty in hiring well-trained staff. Quoting a 

business representative in Gjirokasta, “We have 
tourists, but we cannot find waiters”. Demographic 
changes and migration have strongly impacted 
some regions, posing constraints on the availa-
bility of qualified staff. In some regions, lack of 
professional schools or training programs was 
identified as the main concern regarding the 
quality of human resources (as in Gjirokastra). 
In the Korça region, businesses identified rigid 
cooperation between the sector and education 
institutions, e.g., university or VET schools. The 
difficulty of attracting interns from abroad to 
work during the season was also mentioned as a 
barrier to fulfilling the need for English-speaking 
staff or tour guides.
Access to finance for the sector was also con-
sidered a barrier to new investments. The per-
ception contradicts with the availability of credit 
at the second level banking system. For some 
time now, banks have tightened the conditions 
for crediting to reduce the risk; however, the sys-
tem is very liquid, and there are available funds. 
During the consultation with some businesses, 
it was mentioned that the main reasons con-
straining access to financial resources were re-
lated to land ownership issues (Shkodra, Korca, 
Durres), viable business plans and informality in 
declaring financial indicators (profit and cash 
flows). During 2018, tourist’s concern was that 
of cash payments and inability to use non-cash 
payments (credit cards) in almost many touristic 
vacations. Informality in the sector affects many 
aspects of sector sustainable development and 
competitiveness; however, the impact on the 
availability of financial means remains the most 
problematic. Improving sector access to the fi-
nancial system and reducing cash payments 
would tackle informality and improve sector fi-
nancial viability.
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 Figure 13.  Business perception on the investment climate in the tourism sector 

Source: Own calculations based on data from 2018 IC survey

7. POLICY INTERVENTION, 
INFORMALITY AND COMPETITIVENESS 
OF THE SECTOR
Policy incentives and intervention to ensure 
tourism sector potentiality are diverse and com-
bined in a full policy agenda that the government 
is putting together to spin off the sector dynam-
ics. This study focused on a systemic problem 
of the sector which is informality, trying to 
understand the sensitivity of informality to 
fiscal policies and interventions. This would 
identify fiscal space for intervention and align-
ment with the general policy framework of the 

tourism sector. 
We used Principal Component Analysis to re-
duce the number of variables and triangulate 
single variables that measure informality, com-
petitiveness and fiscal policies. Informality and 
competitiveness are simultaneous in their na-
ture, meaning that improving the competitive-
ness would reduce the sector’s informality and 
vice versa. We modelled the relation between 
competitiveness and informality through a two-
stage linear regression, instrumentalizing the in-
formality on fiscal policy variables, market struc-
ture and corruption.
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 Table 1.  Impact of informality and fiscal policies on investment climate (2SLS)

Variables Dependent Variable 
Investment Climate

Informality as self-reported
-0,436  

(0,228)*

Instrument for informality

Constant Term
-0,22 

(0.158)

Regional Dummy
v0,058  
(0,036)*

Company Size
0,086  

(0.097)

Frequency of Tax audits/controls
0,041 

(0.045)

Quality and professionalism of tax inspectors
-0,108

 (0,044)**

Clarity of information and reporting of Tax Inspectors
-0,13 

(0,045)**

Fiscal Burden (Tax Rate)
0,747 

(0,046)***

Information and Awareness on tax policies and intervention
- 0,134 

(0,046)***

Complexity of Tax Legislation
-0,091 

(0,046)**

Fiscal Legislation as Applied
- 0,075
 (0,44)*

Corrupted Practices
-0,022 

(0.0046)

Un Fair Competition
0,163 

(0,058)***

F-statistic 3,662***

No Observations 156

Adjuster R-Square 0,22
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The analysis confirmed the strong impact 
that fiscal policy has on the informality level; 
however, interesting insights can be drawn. It 
is not the frequency of tax visits or tax controls 
that relates to informality. What significantly 
affects the impact of any tax policy on infor-
mality is the soft side of informality measures 
- professional inspectors, clear and very accu-
rate reporting from any inspection, and infor-
mation sharing between tax authorities and 
businesses. These variables are significantly 
affecting informality. 
The influence of fiscal burden on informality 
follows previous findings, showing that that 
increasing fiscal burden would increase infor-
mality in a significant way. 
Distorted markets that result in unfair com-
petition would increase informality, complex 

legislation, and complex interpretation or im-
plementation of the law do as well lead to infor-
mality. However, their impact is weak. 
Regional dummy results are significant at de-
fining informality. Reclassifying a business 
from small to medium or large company would 
not necessarily impact their level of informali-
ty—the business size variable is insignificantly 
related to informality.
The impact of informality, measured through 
the components that count for “self-reported 
informality” on the sector’s competitiveness 
as measured through investors’ attractive-
ness, appears negative and significant. A one 
per cent increase in informality would deteri-
orate the investment climate by a 0.5 percent-
age point, leading to a deterioration of com-
petitiveness.

w w w . i n v e s t m e n t . c o m . a l

1 Although the Strategy of Tourism and its 
Action Plan (draft) have been subject to 

consultation, they have not been officially 
endorsed by the GoA. Additionally, although 
it acknowledges informality as one of the main 
threats in the tourism sector, it sets 2022 as 
a milestone for the registration of 80% of the 
shared accommodation (rooms, apartments, 
houses)17. The objective for the formalisation 
of accommodation structures is not addressed 
through any clear measures or actions. It rather 
stands as a statement. 

2 The peculiarities of the business model 
per tourist destinations are to be consid-

ered a driver in public policies and strategic 
approaches (anti-informality measures, dis-
tribution of public investments, etc.). Busi-
nesses capacity to digest and intake different 
policy measures is strongly affected by the busi-
ness model. The diversification of policy inter-
vention in the fiscal area based on the business 
model is a desirable intervention; however, tax 
authorities’ administrative capacities need to be 
improved. The business model in tourism varies 

17  Page 31 of the Draft-strategy

depending on the tourist destinations, with the 
following pattern were confirmed by adminis-
trative data and survey results:

 » Coastal areas are dominated by small and 
medium businesses, with large companies 
are emerging.

 » Cultural/historical and not-traditional tour-
ist destinations are dominated by micro fam-
ily-owned businesses, while small and medi-
um enterprises are emerging.

 » Tirana region reports a larger share of cor-
porates and medium companies operating 
in the sector. 

3 The tourism sector is characterized by 
systemic informality. Businesses perceive 

that 70% of their competitors have informali-
ty, while 33% reported informality in their own 
businesses. A higher prevalence of informal 
activity at the national level is reported by large 
companies and in emerging historical/cultural 
tourist destinations. Informality is manifested in 
the form of informal employment (56% of busi-
nesses confirm that informality at their compet-
itor consists of undeclared employees), while 
54% declare that informality appears mainly in 
the form of tax evasion. There are often corrupt-
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ed practices of doing business and informality 
and unregistered economic activities as part 
of the sector’s informality. Price competition 
and deterioration of the destination quality 
are perceived as the negative impact of in-
formality. Informality becomes a reason for 
more informality since firms report the unfair 
competition from businesses that operate in 
informality, in the same market and locality 
as the main factor that generates informality. 
Businesses are aware of the negative effects of 
informality, but only 11% report having strategies 
at the firm level to correct this market distortion. 
During the consultation process, businesses 
longed for policies that improved the sector’s 
regulatory framework and enforced fair com-
petition. 

4 Tourism sector formalization through 
adjustment of fiscal policies, incentives 

and enforcement of tax compliance actions 
is improved, but there is still to be done. Con-
solidation and formalisation of the sector are 
becoming challenging mainly because of its 
nature and dynamics, including here the inno-
vative tourism services offered through shared 
economy, diversification of touristic services, 
and distribution channels. Tax authorities 
could have limited instruments in identifying 
informality in the sector. An important part of 
informality emerges in the form of unregistered 
businesses, unidentified by tax authorities, un-
derestimate informality. Many countries have 
used different data, including those from online 
booking platforms, to improve the formalisation 
of the sector. The identification of economic op-
erators by the tax administration in the tourism 
sector and their registration remain crucial to 
reduce informality.

5 Central National Register defined as the 
main instrument/database of the consol-

idated list of the tourism entrepreneurs, is not 
yet published, nor is it comprehensively final-
ized. During a consultation with municipalities 
(for example, Korça), it came out that the Reg-
ister is supplied with data from municipalities 
that refer only to the registered entrepreneurs 
in NBC. The register does not contain all busi-
nesses which in fact, exercise economic activity 
in tourism. Also, it came out that a significant 
number of accommodation structures (mostly 
guesthouses, apartments and small “hotels”/
villas) are not registered as economic activities, 
although they offer accommodation services 
throughout the year or during the whole tourism 
season. In this perspective, there is a lack of 
coordination between the national and local 
government to identify all accommodation 
capacities for tourists and reduce informal 
activity in the tourism sector. According to 
some municipalities, the above identification of 
economic activities remains an obligation of the 
tax offices. On the contrary, according to Law no. 
9632 date 30.10.2006 on “Local Taxes System” 
(as amended), local authorities are eligible to 
administrate the hotel accommodation tax, which 
could be of importance for their budget, there-
fore, incite them to identify the tourism activities. 
The above situation seems to be also related to 
a legislation gap. While Law 93/2015 included 
“guesthouses” in the categories of tourist accom-
modation, it did not make any specific reference 
to apartments/villas in the category of “accom-
modation structures.” Lack of legal reference 
creates difficulties for the identification and reg-
istration of those accommodation structures. 

 » In some destinations, such as Durrës and 
Vlora, building blocks of apartments were 
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re-designed as accommodation structures 
for tourists with significant undeclared turn-
over. 

 » While in other destinations such as cultural 
and historical ones (i.e. Gjirokastra, Korca), 
private houses or apartments leased to tour-
ists, represent the category of traditional 
houses that are converted into tourism ac-
commodation structures due to the recent 
demand for accommodations. Although “in-
formal”, such structures somehow help the 
towns’ economies rather than damage the 
state budgetary needs. In this perspective, 
they need to generate more income for fam-
ilies through shared economy and self-em-
ployment. 

Other countries, for example, Greece, have 
already included self-catered accommoda-
tion-touristic furnished mansions and self-ca-
tered accommodation-touristic furnished 
residences under the category of Secondary 
Touristic Accommodation as per the provisions 
of the law no.4276/2014, the main law for tour-
ism. Recognizing these accommodation struc-
tures obliges the individuals conducting such 
economic activities to register for tax purposes.

6 Classification of accommodation struc-
tures has not yet been performed by the 

MoTE as per the obligations deriving from 
Law 93/2015 and Regulation “On The Con-
ditions, Criteria, Tariffs, Terms and Proce-
dures for Classification of the Accommoda-
tion Structures” as approved via CoM Decree 
No.730 date 20.20.2016. The electronic portal 
to facilitate such registration and classification 
is not yet active. The uncompleted process of 
classification of accommodation structures has 
caused a chaotic situation in the market, espe-
cially among accommodation structures in gen-

eral and for hotels in particular. Several accom-
modation structures use distinctive signs (stars) 
of classification which do not conform to the real 
standards of the structure or the level of the ser-
vice they provide. Moreover, the lack of a classi-
fication of accommodation structures creates 
confusion in practice while Municipalities im-
pose the “local tax on accommodation”. According 
to Law no. 9632 date 30.10.2016 “On Local Tax 
System” (as amended), this tax is determined 
based on the classification of the structure and 
category of Municipality. For example, for 4- and 
5-stars hotels in Tirana and Durres, the local tax 
limit is 350 ALL/night person while for the rest 
of accommodation structures is 140 ALL/night 
person. Since the official classification of the ac-
commodation structures has not yet taken place, 
the local tax’s implementation into practice 
might be subject to discretionary and preferen-
tial decisions by local authorities. 

7 Although law 93/2015 has addressed the 
licensing process of the tour operators 

and tourism agencies, there are still concerns 
that operators in the distribution chain embark 
on high informality, posing a risk to tourists of 
not being provided with the required services. 

8 No “agro-tourism activities’’ have so far 
been certified as per the provisions of 

the CoM Decree No. 22 date 12.01.2018 “On 
the approval of the criteria for certification of 
agro-tourism activities” (CoM 22), and which 
by 2019 should be subject of the fiscal incen-
tive, reduced 6% VAT. 
While DCM no. 22 in Part II has set the criteria 
for such certification, MTE and MARD, through 
a regulation, have set additional criteria beyond 
what the above decree authorizes. Through 
this Regulation, the entrepreneurs should also 
submit the property document of the farm/land 
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where the activity is run or the lease contract val-
id for 5 years. It is important to highlight that such 
activities are organised in rural areas where the 
land property is not yet fully registered for sever-
al reasons. Therefore, there is a high probability 
that while the incentives exist in papers, only a 
few entrepreneurs might be subject to eligibility 
criteria. For a larger impact of the fiscal incen-
tive, it would have been preferred that certifica-
tion as “agro-tourism activity” was linked with 
the activity rather than with the property of the 
land.

9 Implementation of reduced VAT 6% for 
accommodation structures as of June 

2017 was subject to contradictory interpreta-
tions into practice, and it was associated with 
struggles. VAT reduction occurred after the en-
try into force of Law No. 71/2017 “For an Addition 
to Law No. 92/2014 “On VAT” as amended. Further 
clarities on the implementation of the reduced 
VAT to 6% for accommodation services were 
made in the DCM no. 953 dated 29.12.2014 (as 
amended), according to which 6% VAT should 
be applied only to the “accommodation” or “ac-
commodation + breakfast” supply in the cases of 
packages. 
Additionally, this Decree states that to apply the 
reduced VAT rate, taxpayers, which in addition 
to the activity in the field of accommodation struc-
tures as per the legislation on tourism18, conduct 
other activities, should be registered at the National 
Business Centre as separate taxpayers by reorganis-
ing their economic activity, as defined in Law no. 

18	 	Law	No.93/2015	gives	a	clear	definition	of	what	
an	accommodation	structure	is.	More	specifically:	
"Accommodation structure" means the facility that makes 
available to tourists, domestic or foreign, individuals or 
grouped,	for	an	indefinite	period	of	time,	but	not	more	than	
one year, accommodation services (lodging, food, drinks and 
other	services),	in	accordance	with	the	standards	defined	by	its	
classification	and	categorization.

9901, dated 14.4.2008, “On Entrepreneurs and 
Commercial Companies’’ within 3 months of 
the entry into force of this decision. The above 
provision was not clearly transmitted to the 
entrepreneurs, and they were not sure if they 
had to register as separate activities and with 
separates NUIS, the bar-restaurant, hotel, 
beach-bar, although these elements were part 
of the same accommodation structure. As 
confirmed to the Secretariat, few entrepreneurs 
have done so; others have continued to apply 
20% VAT to the accommodation service waiting 
for a final procedure to be communicated, while 
some others have not had any issue, by using via 
the same fiscal equipment 6% VAT for accommo-
dation service and 20% for the rest. Based on the 
Secretariat’s consultations with entrepreneurs, 
some of them pointed the finger toward the Re-
gional Tax Offices for lack of guidance (for exam-
ple, in Korça) or for misleading them during the 
information sessions (for example, in Durres). 
GTD cleared this issue through a Memo19 in ear-
ly September 2018, stating that: reorganization 
of the economic activity, thus the segmenta-
tion as per the type of activities via separate 
NUIS should be done only in the cases where 
a company additionally to accommodation 
structures performs a commercial activity 
which does not fall under the scope of tourism 
such as commerce, energy, construction, etc. 
Therefore, in the cases of resorts and/or hotels 
that offer as part of their accommodation ser-
vices, additional tourism services, such as bar, 
beach bar, restaurant, leisure activities etc., there 
is no need for any reorganization.

10 Some provisions of the by-laws (MoFE 
Instruction No.24 dated 02.09.2008 

19  Due to several questions raised into practice by the 
businesses.
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“On Tax Procedures” and CoM Decree No.96 
dated 17.02.2010) related to the issuance of the 
fiscal coupon for accommodation and restau-
rants and managing of fiscal printers can be 
improved to fit better to the model of accom-
modation structures (i.e., hotel/resort). This 
could reduce the confusion created in some 
cases20. During the consultation meetings with 
several entrepreneurs in the tourism sector and 
with business associations operating in the sec-
tor, they argue that provisions of the Instruction 
that imposes issuance of the coupon for any 
order in a bar, restaurant, and for each night of 
stay in a hotel, it is outdated and leaves room for 
arbitrary actions, especially by the tax admin-
istration. Sometimes they have been subject to 
fines for non-issuance of the coupon even when 
the client had not yet made the check-out. It is 
worthy of underlining that such cases (i.e., fiscal 
coupon, fiscal printers, etc.) are the main issues 
that lead to disputes and tax appeals to the TAD, 
although their minor importance.

11 The Secretariat geographically mapped 
the impact of the latest VAT tax reduction 

in reducing informality to measure the sensitivi-
ty of informal economic activity to fiscal policies. 
VAT reduction from 20% to 6% for accommo-
dation and hospitality services had an im-
mediate impact on reducing informality, as 
confirmed by 26% of companies responding. 
Big companies and those operating in the Tirana 
region confirm a stronger impact of the VAT poli-
cy on formalizing accommodation services. This 
impact is reported at lower propensity among 

20  For example, there is a confusing situation related to the 
selling documents for tourism packages of tourists’ groups, 
when accommodation structures are still required to issue 
a	fiscal	coupon	on	their	own	for	the	incurred	selling	activity,	
despite the payment made in the end of the service by the 
tourists.

small companies and those operating in cultural 
and historical touristic destinations, where the 
dominated business model are small and mi-
cro enterprises, not impacted by the VAT policy 
intervention. The analysis showed that VAT 
reduction did cause contraction of the infor-
mality, but it also gave some space to compa-
nies to invest or improve employment. Coastal 
and seaside businesses and big companies have 
reported a higher propensity in inducing invest-
ment because of VAT tax reduction, 42.9% of 
companies in coastal areas and 40.4% of large 
companies have reported using VAT reduction 
funds in investment and quality improvement. 
Large companies and companies operating in 
the Tirana area have benefited from the VAT 
reduction to increase employment or probably 
to formalise employment. The VAT tax cut was 
used in cultural and historical destinations or 
non-traditional tourism destinations to afford 
the cost of registering or formalising their activ-
ity.

12 Businesses call for diversified fiscal 
interventions to support formalisa-

tion in compliance with business model and 
destination. Businesses ask for coherence 
among fiscal stance and the public invest-
ment agenda. Public investments that capitalize 
on large international investments such as TAP 
Pipeline and enable local businesses’ access 
to alternative energy sources were required by 
business representatives (Korça) to support their 
tourism sector to gain cost efficiency. The need 
for public investments in the promotion of des-
tinations, roads, clean environment, green and 
sustainable alternative energy was posed in all 
consultation with business representatives. 

13 The analysis confirmed the positive 
impact that fiscal policy could have on 
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the level of informality. However, interesting-
ly, it seems that the frequency of tax visits or 
tax controls impact on informality is modest. 
The soft side of tax authority intervention sig-
nificantly affects informality, such as profes-
sional inspections, clear and very accurate re-
porting from any inspection, and information 
sharing between tax authorities and busi-
nesses. Inspectors are perceived to have ethics; 
however, businesses show criticism when it 
comes to their professional skills. Large compa-
nies better perceive inspectors’ professionalism 
and behaviour, probably because the big taxpay-
er office serves them and not by regional tax in-
spectors. Businesses are modestly satisfied with 
recommendations, references and conclusions 
of the reports delivered by tax inspectors. Small 
enterprises or companies operating in non-tra-
ditional tourism mountain areas report to per-
ceive the findings reported by tax inspectors as 
unclear, and as a result, they face more difficulty 
in trying to address them. 

14 Tax compliance education, informa-
tion and awareness is reported to 

be weak among companies operating in the 
tourism sector, with the weakest level report-
ed in the most dynamic touristic destination 
as coastal and seaside destinations. Given the 
low rate of businesses reporting to have received 
training (at national level 14.1%), the need for 
intensifying communication of tax authorities 
with the business community, from the formal 
exchange of official notes, sometimes authori-
tative visit to platforms of dialogue, information 
and knowledge transfer would be necessary.
1. Although there are positive perceptions 

regarding tourism investment climate 
(registering, licensing, etc.), the sector is 
still hampered by low quality of human 

capital and access to finance. Regulato-
ry reforms have improved the investment 
climate noticeably. Businesses perceive as 
favourable registering and licensing, and 
establishing a relationship with the tax au-
thorities when undertaking a new invest-
ment. The complexity of the legal frame-
work, transparency on legal framework and 
investments incentives to new investors is 
perceived as moderate. The lowest level of 
clarity of information was reported among 
businesses in the coastal areas and among 
small companies (which, for the sake of this 
report, are those with turnover less than 8 
Mio ALL).

15 Access to finance for the sector was 
also considered a barrier to new in-

vestments. The perception contradicts with the 
availability of credit at the second level banking 
system. It is for some time now that banks have 
tightened the conditions for crediting to reduce 
the risk. However, the system is very liquid, and 
there are available funds. Ownership of land, vi-
able business plans and informality in declaring 
financial indicators (profit and cash flows) are 
main reasons for the constraint to access finan-
cial resources.

16 During the consultation meetings 
with different actors in the tourism 

sector, the low prevalence of transactions 
with debit/credit cards in tourist areas was 
underlined. This is perceived as an issue more 
from the tourist point of view, rather than from 
the owners of accommodation structures/
restaurants/bars, etc. Owners confirmed that 
they were equipped with POS terminals that al-
low debit/credit card payments and use them on 
the customer request, while tourists have experi-
enced lack of such facility when performing cash 
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payments. Several studies have confirmed a di-
rect correlation between the level of informality 
and the low level of transactions via electronic 
means such as POS’ Terminals21 or mobile phone 
payments, especially in trade and services sec-
tors. Since cash payments leave no electronic 
trace, it is relatively easy to avoid reporting them. 
Cash payments can therefore be the cause of 
shadow economy of activities operating in tour-
ism, as they provide an incentive not to report the 
transaction and evade tax payment, “helping” 
owners to “control” the turnover declared for tax 
purposes as well as the VAT to be paid. On the 
other hand, there are no fiscal incentives for cus-
tomers (tourists) while using card payments, to 
increase somehow the need for using POS termi-
nals. Additionally,  tourism services (i.e. accom-
modation) remain still organised spontaneously, 
and there are no significant restrictions on the 
use of cash payments to change the trend some-
how. Referring to the official data from BoA22, the 
total number of POS terminals in Albania by 2017 
was only 7,294, out of which 6,269 were in the Ti-

21  Reducing the Shadow Economy through Electronic 
Payments-Ernst &Young/ MasterCard (2016)
22  https://www.bankofalbania.org/Pagesat/Statistika_te_
sistemeve_te_pagesave/

rana region. By T1-2018, the total number of POS 
terminals increased to 8,157, but still the lowest in 
the region. 

17 Lack of trained staff to support the 
development of tourism services. 

Businesses during consultations pointed out 
the difficulty in hiring well-trained staff. Quoting 
a business representative in Gjirokastra, “…We 
have tourists, but we cannot find waiters”. Demo-
graphic changes and migration have strongly 
impacted some regions, posing constraints on 
the availability of qualified staff. In some regions, 
lack of professional schools or training programs 
was identified as the main concern regarding the 
quality of human resources (e.g., in Gjirokastra). 
In the Korça region, businesses identified rigid 
cooperation between the sector and education 
institutions such as universities or VET schools. 
The difficulty of attracting interns from abroad to 
work during the season was also mentioned as a 
barrier to fulfilling the need for English-speaking 
staff or tour guides.
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T he recommendations are designed to 
tackle informality in different ways, 
as per its forms of materialization. 
The Secretariat has been very care-

ful in drafting them in alignment with the legal 
framework and strategic development, contex-
tualizing them into practical and able to be im-
plemented actions. The endorsement of these 
recommendations remains subject to further 
discussion in the Investment Council.

RECOMMENDATION 1. 
Finalization and the approval of the Strategy 
of Tourism. Aligning the objectives between 
MTE and MFE with regard to the actions, con-
crete measures and responsible Agencies to 
tackle informality in the sector. The issue of iden-
tification and registration of accommodation 
and other services in the tourism sector needs 
to be addressed. Establishing clear milestones 
for formalization, actions and modalities that 
address the identified problems could make the 
goal of the strategy realistic. 

RECOMMENDATION 2.
There is a clear need to strengthen the govern-
ance of the tourism sector at the local level. 
Tourism is a strategic sector at the national lev-
el; however, it remains a local shared economy. 
Therefore, local authorities need to be more ac-
tive in monitoring the sector development, better 
fulfil their obligations, establish a dialogue with 
businesses to bring their voice to policymaking.  

RECOMMENDATION 3. 
The business model and features of informal-
ity are diversified per the typology of tourist 
destinations. Therefore, formalization strate-
gies could be tailored accordingly and grouped 
as follows:

 » Group 1 - formalization/registration + tax 
controls for cases where the construction 
industry is to a certain level converted into 
a “touristic” one by leasing apartments mas-
sively to tourists. The impact in budget loss-
es from this informal activity is significant 
(main cities like Vlora, Durrës, Shëngjini, Sa-

RECOMMENDATIONS
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randa, etc.)
 » Group 2 -  simple registration of small ac-

commodation structures (which do not ex-
ercise pure economic activity) only for tour-
istic purposes and not for fiscal ones (e.g. 
historical destinations such as Gjirokastra, 
Berat, Korca). However, these kinds of “mi-
crobusinesses” should be subject to local or 
national authority’s inspections regarding 
compliance with the hygiene and sanitary 
standards and subject of assistance to shape 
into sustainable businesses gradually.

 » Group 3 - formalization of the activities pro-
moted via online platforms such as Airbnb in 
main cities like Tirana, Durrës, etc., through 
self-declaration as already declared by GTD.

The anti-informality agenda has to tackle the 
informality in compliance with the forms it 
manifests itself per different destinations and 
different business models (micro, small and 
medium businesses). 
There are at least 3 (three) typologies of infor-
mality, depicted through data and consultations; 
(i) informality as unregistered operators, (ii) in-
formality as tax evasion and (iii) informality as 
undeclared employees. Anti-informality meas-
ures should be different per each type of informal 
activity, and as a result, the recommendations 
are summarized accordingly.

1. ANTI-INFORMALITY MEASURES 
FOR UNREGISTERED ECONOMIC 
OPERATORS IN THE SECTOR 

RECOMMENDATION 4. 
Identification of all the accommodation 
structures as defined under Law no. 93/2015 
including also apartments/villas and guest-
houses that exercise economic activities in the 

field of tourism, via a coordinated campaign 
between GDT, MTE, Regional MTE Units and 
Municipalities. Registration of guesthouses 
which offer accommodation services on an oc-
casional basis and for a limited period of days, in 
cultural/historical destinations on a yearly basis 
as accommodation structures with NUIS/ID, but 
out of the regime of physical person for national 
and local tax purposes, might be considered as a 
solution. For this purpose, several legal amend-
ments/or new laws might take place to offer 
certainty to such micro-businesses that the reg-
istration process is related to “tourism purposes” 
rather than “fiscal ones”. This model of econom-
ic activity in newly emerging cultural/historical 
destinations supports the improvement of the 
supply side through shared economy. This busi-
ness model is also social in nature. It provides 
an employment and income source to regions 
suffering under development and demographic 
changes. 

RECOMMENDATION 5. 
Classification of accommodation structures 
as per the provisions of Law 93/2015 and mo-
dalities stipulated by the Regulation “On the 
Conditions, Criteria, Tariffs, Terms and Pro-
cedures for Classification of the Accommoda-
tion Structures” as approved via DCM No. 730 
dated 20.10.2016 is a must to be done to tailor fur-
ther the measures for tackling the informality in 
the sector, especially fiscal policies.

RECOMMENDATION 6. 
Identification and registration of accommo-
dation structures could be finalized with a 
simple labelling of formal operators in the 
tourism sector - which states that the opera-
tor is recognized as a registered operator. This 
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labelling has been used in neighbouring coun-
tries such as Greece/Croatia as a transitional 
measure toward full formalization of the sector. 
This is a preliminary step until the National Reg-
ister is consolidated.

RECOMMENDATION 7. 
Various structures and institutions from time to 
time provide contradictory information on the 
level of informality. In this aspect, based on the 
fact that without having an accurate and real as-
sessment database, it is not possible to achieve 
an optimal result on anti-informality. Therefore, 
having a unified method for evaluating informal-
ity levels on a sector basis becomes of particular 
importance. We recommend that information 
from different data sources - INSTAT, Tax Au-
thorities, Local Authorities, online booking 
platforms, etc. be brought together to update 
and make the information base accurate. 
MFE or Tax Authorities could lead this pro-
cess of data consolidation.

2. ANTI-INFORMALITY MEASURES FOR 
INFORMALITY AS TAX EVASION 

RECOMMENDATION 8. 
Amendment of the MFE Instruction No. 24 
dated 02.09.2008 “On Tax Procedures” and 
DCM No. 96 dated 17.02.2010. The purpose of 
these amendments should be facilitating doing 
business and finding out innovative solutions 
such as enabling the issuance of a “summary 
coupon” associated with a “detailed list of or-
ders” for services offered in accommodations 
structures by making the formalisation process 
easier. These changes would improve tax ad-
ministration while monitoring fiscal equipment, 
the moment when the coupon is issued, etc., and 

would also provide a tailored model for business-
es operating in tourism, reducing the tension cre-
ated between the entrepreneurs and tax admin-
istration.

RECOMMENDATION 9.
Encouraging non-cash payments through 
POS terminals and electronic payments could 
impact the high level of the shadow econo-
my in tourism activities. It would increase 
business tax compliance and significantly 
contribute to Albanian tourism’s increased 
transparency and reputation, especially to 
foreigners. The means for dealing with this 
challenge would be subject to further discussion 
with BoA, second-tier banks and MFE, aiming to 
find an acceptable solution and avoid addition-
al costs for businesses, especially micro-busi-
nesses. The international practice offers several 
measures that can be followed23. Additionally, 
implementation into the practice of the rules on 
categorization and classification of the accom-
modation structures as per the provisions of the 
DCM No. 730 dated 20.10.2016 “Approval of the 
Regulation on the Conditions, Criteria, Tariffs, 
Terms and Procedure for Classification of Ac-
commodation Structures”, which impose the use 
of POS terminals in 4 and 5-star hotels/resorts, 
would help to the formalisation.

23  1) Obligation to operate POS terminals for selected types 
of businesses (i.e. tourism services). South Korea is known for 
promoting electronic transactions by applying a wide range of 
policy tools. In 2001, card acceptance was mandated for all 
VAT-paying businesses in the country. Moreover, in 2002 South 
Korea	imposed	fines	for	card	refusal;	2)	VAT	deduction	on	
electronic payments accepted by merchants (example Uruguay 
where 2 p.p. VAT deduction on electronic payments accepted 
by merchants has recently been introduced); 3) Incentives 
for customers while using POS terminals (VAT deduction); 4) 
Incentives for customers for being equipped with debit cards.
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RECOMMENDATION 10 
Informality from accommodation facil-
ities penetrates the market through the 
chain of tour operators, which need to be 
subject to better monitoring and joint in-
spections between GTD and Inspectorate 
on Tourism, ensuring compliance with 
regulatory and fiscal requirements. Busi-
ness Associations operating in this segment 
may help to identify the processes which 
need to be formalised.  

RECOMMENDATION 11.
Anti-informality programmes should be 
developed for the tax administration and 
the inspectorates, which monitor the con-
formity of the market on a permanent ba-
sis. This platform should be implemented 
on a regular basis; seasonality has had a 
negative impact on business activity and 
tourist’s perception. Based on the study 
findings and the consultations with the busi-
ness, it comes out that it is not the frequency 
of tax inspections that makes the difference, 
but rather professionalism of the process, 
clarity of information and cooperation, not 
commandment on how to formalize. In this 
aspect, it is important to acknowledge that 
businesses confirm a degree of readiness and 
awareness to engage in formalizing their eco-
nomic activity. This represents momentum 
for the anti-informality agenda and a factor to 
capitalize. The informality patterns show that 
informality soared because of next-door in-
formality. Best practice, communication and 
awareness could be used to revert the spill-
over effect of informality. 

3. ANTI-INFORMALITY MEASURES FOR 
UNDECLARED EMPLOYMENT 

RECOMMENDATION 12.
Informality as unregistered employment 
overpasses that of not-issuing coupon, as per 
business reporting. Supporting businesses 
with off seasonal social contributions would im-
prove the situation with seasonal employment. 
Paying through active labour market measures 
of social contribution for seasonal employees 
out of season period will improve formalization 
of informal seasonal employment in the tourism 
sector. 

RECOMMENDATION 13.
Introduce training programs for employees 
during the off-season period, at the verge of 
the touristic season. This will improve hiring 
of employees, improve the quality of staff as 
demanded by many companies. This training 
scheme could be part of the Active Employment 
Measures delivered by GoA. 

RECOMMENDATION 14. 
Internship and seasonal employees’ legal 
framework need to be adjusted to the nature 
of this employment scheme. The requirement 
for such an employment scheme is treated 
similarly to full-time employees, posing an un-
necessary cost of hiring staff for seasonal or in-
ternships employment schemes. At the national 
level, there is a discussion to improve terms of 
engagement for the interns to acquire new skills 
during the education cycle. Tourism business as-
sociations have to engage in that discussion and 
contribute. 
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1. NATIONAL STRATEGY FOR 
DEVELOPMENT AND INTEGRATION 
2015-2020 (NSDI)
       This document presents the main challenges 
faced by the sector, including implementation of 
standards, quality of tourism services and facil-
ities, development of tourism products, lack of 
collaboration and effective coordination among 
stakeholders that are or might become an in-
tegral part of the tourism sector. Some specific 
challenges are (1) need for greater integration 
in the planning  of tourism and tourism desti-
nations; (2) address weaknesses related to the 
range and quality of tourism products; (3) devel-
opment of a favourable legal and institutional 
environment for the absorption of local and for-

24  Source: Legislation and MoTE webpage

eign private investors; (4) need for a more all-in-
clusive and strategic approach in regards to the 
development of tourism in Albania, to ensure 
sustainability and to generate revenues and em-
ployment opportunities; and (5) need for approv-
al and implementation of “National Inter-Sec-
toral Tourism Strategy.”
       Two strategic objectives for tourism are fore-
seen in this strategy:
1. Developing sustainable tourism in the coun-

try to contribute to economic development 
and employment by increasing the staying 
period of foreign tourists and a modest in-
crease in the inflow of emigrants and ethnic 
Albanians; increase the direct contribution 
of tourism in the GDP, and increase the direct 
contribution of tourism in employment;

2. Setting up an integrated tourism model of 

ANNEX 1
OTHER SECTORAL 
STRATEGIES ON TOURISM
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cultural, natural and coastal dimensions 
through the development of a “Branding Al-
bania” Strategy with a logo and unified mot-
to for investments in tourism; approval and 
implementation of the “National Strategy 
for Tourism Development”; implementation 
and execution of a national plan for the de-
velopment of tourism, integrated with the 
National General Territory Plan; and creat-
ing new cultural, natural and coastal tourism 
products.

2. NATIONAL GENERAL PLAN 2015-
2030 (NGP)
The National General Plan defines the main di-
rections of tourism development based on the po-
tentials of the territory. Map of Tourist Potential 
in this Plan illustrates areas that are classified as 
Areas of National Importance for the values they 
carry in the planning and sustainable develop-
ment of the territory. A considerable number of 
these areas is regulated by sectoral legislation in 
force, e.g., protected natural areas; water resourc-
es and their protection levels; mineral areas; in-
dustrial areas; historical and cultural heritage 
areas; cultural monuments; archaeological areas 
and parks; historical centres; coast area, etc.

3. INTEGRATED INTER-SECTORAL PLAN 
FOR COAST AREA (IIPS)
From the analyses and studies carried out till 
to date and based on the national development 
strategies, but also international ones for the 
future of the Mediterranean region, developed 
for the tourism sector and maritime economy, 
IIPS Coastline considers that the tendency for 
tourism development in Albania should be fo-
cused on these types of tourism: coastal tourism, 
cultural tourism, natural tourism/eco-tourism, 

rural tourism, agro-tourism, mountain tourism, 
adventure tourism (sports) and tourism of health 
and well-being.

4. INTER-SECTORAL STRATEGY 
“ALBANIA’S DIGITAL AGENDA 2015-
2020” 
The document aims to increase the efficiency of 
the manufacturing sector, agriculture, tourism 
and industry through ICT systems. One of the 
strategic objectives of the document foresees 
improvement of ICT infrastructure in the public 
administration for aligned and integrated devel-
opments as per international standards on e-gov-
ernance in all the sectors (health, education, en-
vironment, agriculture, tourism, culture, energy, 
transport, etc.) with the aim of inter-connecting 
at 100% all the systems by the end of 2020.

5. INTER-SECTORAL STRATEGY 
FOR RURAL AND AGRICULTURAL 
DEVELOPMENT 2014-2020 
The documents specify the grounds for integrat-
ed planning and aim the development of rural 
tourism and other activities related to tourism, 
such as cultural tourism, natural and mountain 
tourism, wine tourism, and others by reconstruct-
ing traditional buildings and houses for business 
purposes, such as accommodation, food, leisure, 
trade, and others. According to this strategy, 
achieving the above goals will be made possible 
by promoting and marketing the country’s tour-
ism image as a tourist destination of particular 
interest; diversifying the tourism products by ex-
panding them throughout the country to ensure 
integrated tourism development; development 
of certification and standardization systems in 
tourism to contribute in the quality improvement 
of services and products in the sector. 
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6. TRANSPORT STRATEGY 
It foresees that until 2030, 30% of road transport, 
with a distance of over 300 km, should be shift-
ed to other transport ways such as rail or water 
transport and more than 50% until 2050. Until 
2050, it is aimed that the majority of passenger 
transport for medium distances is done by rail. 
From the environmental point of view, EU trans-
port policy is focused on developing an environ-
mentally-friendly integrated multimodal trans-
port system. The strategy is accompanied by an 
action plan based on the pillars: Blue Growth, 
Regional Connectivity (transport and energy 
network), Environmental Quality and Sustain-
able Tourism. An integrated combined tourism 
model of coastal (beaches and sun), cultural (ar-
chaeology, heritage) and natural (eco-tourism) 
dimensions is supported mainly on an efficient 
network of roads that can connect every corner 
of the country. Some destinations are of particu-
lar importance and need good quality road con-
nections: coastal destinations, world heritage 
sites and eco-tourism.

7. BUSINESS AND INVESTMENT 
DEVELOPMENT STRATEGY 2014-2020 
The increase of foreign investments is a key 
objective for the economic development of the 
country and a strategic priority of the govern-
ment. Foreign investments are essential in many 
directions, while the performance of invest-
ments affects the country’s economic and so-
cial progress. FDIs bring the necessary capital, 
increase the productivity of the economy and, 
among others, knowledge and technology spill-
over, influence the opening of new markets for 

trade, enhance the competitiveness of the econ-
omy, influence in reducing the deficit of current 
accounts, increase employment and above all af-
fect the wellbeing of the population. The strategy 
notes that a PPP based on a concession contract 
has proven to be a successful mechanism for at-
tracting foreign investments, particularly in the 
mining and energy sectors, and foresees that this 
policy will be extended to other sectors as well as 
efforts will be made to promote best CSR prac-
tices, in the extractive industries (oil, mining, 
cement and electricity), to create a friendly and 
manageable environment accepted by the local 
community.

8. STRATEGY FOR MANAGEMENT OF 
INTEGRATED BORDERS 
Policy objectives defined by this strategy 
are: strengthening of measures to combat 
cross-border crime and illegal trafficking to 
increase standards of border security in the pa-
rameters of EU countries, increase of standards 
for the controlling and supervision of borders 
through the application of best practices for 
its integrated management, creation of a le-
gal framework suitable to and aligned with EU 
standards and Schengen Regulation, setting up 
a system of preventive measures for illegal mi-
gration, based on the legal framework and best 
practices of EU countries, alignment to EU stan-
dards on the movement of goods, vehicles and 
passengers at the border, guaranteeing ease of 
legitimate trade and safe borders and full align-
ment of an electronic system for the issuing of 
visas, e-visa with Schengen Regulation stan-
dards.

25

1. MINISTRY OF TOURISM
 » implements the basic principles of sustain-

able tourism development, in accordance 
with the provisions of this law and the legal 
and sub-legal acts in force, in cooperation 
with all stakeholders of the tourism industry;

 » drafts and submits for approval to the Na-
tional Territorial Council, the National Tour-
ism Plan and is responsible for its implemen-
tation;

 » drafts and submits for approval to the Coun-
cil of Ministers, the Tourism Development 
Strategy and the Action Plan;

 » establishes and administers the Central 
Tourism Register and the National Register of 
Tourist Resources;

 » financially supports projects that help devel-
op the tourism field;

 » Supports, protects and develops tourist re-
sources and promotes tourism products in 

25  Source: Law 93.2015, MoTE webpage.

accordance with the principles of sustain-
able tourism development and in coopera-
tion with interest groups;

 » Take measures for the welfare, protection 
and promotion of employment in the tourism 
industry, giving priority to the employment 
of young people;

 » promotes, supports and cooperates with 
public and private institutions in the collec-
tion, processing and administration of data 
in the field of tourism;

 » drafts and implements policies for certifica-
tion and classification systems in accordance 
with the provisions of this law;

 » proposes to the National Council of Territory 
the adoption of the priority areas for the de-
velopment of tourism, according to the pro-
visions of the legislation in force;

 » Develop policies for tourism product and 
marketing in the field of tourism, based on the 
Tourism Development Strategy and the National 
Marketing Strategy for the Tourism Sector;

ANNEX 2
INSTITUTIONS RESPONSIBLE FOR THE 
DEVELOPMENT OF TOURISM23
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 » Supports, encourages and empowers tourist 
enterprises, which conduct tourism activi-
ties as accommodation facilities, with regard 
to the efficient use of natural resources and 
the “Eco-Certificate” certification.

2. THE TERRITORIAL UNITS OF 
TOURISM
These are created as an administrative struc-
ture of the ministry responsible for tourism. The 
manner of organization and functioning of the 
territorial branch of the tourism service is ap-
proved by order of the minister responsible for 
tourism. The territorial division of the tourism 
service performs these functions:

 » coordinates fieldwork for the implementa-
tion of tourism product development policies 
and tourism destination management;

 » advising tourist enterprises to meet the stan-
dards and increase the quality of services 
and tourism products offered;

 » Encourages and empowers tourist enterpris-
es and host communities for ongoing educa-
tion;

 » Provide information on tourism enterprises 
regarding the legal framework and stan-
dards in the field of tourism, and dissemi-
nates classification/certification manuals 
for tourist undertakings;

 » Advise interested parties for the establish-
ment of tourist enterprises;

 » record any requests and complaints submit-
ted by tourists, their representatives and con-
sumer associations and convey them to the 
inspectorate covering the field of tourism;

 » cooperate with local authorities and interest 
groups to provide information in the field of 
tourism, according to the requirements and 
tasks given by the structures responsible for 
tourism;

 » collects data and compiles periodic reports 
in cooperation with the local government 

unit tourism officials, who presents it to the 
responsible structure in the ministry respon-
sible for tourism.

3. PRIVATE SECTOR ADVISORY 
COMMITTEE FOR TOURISM
Private Sector Advisory Committee for Tourism 
(KKSPT) is established as an advisory body for 
the tourism sector. The manner of organizing 
and operating the KKSPT is defined in the reg-
ulation approved by the minister responsible for 
tourism. The KKSPT is chaired by the Minister 
responsible for tourism and includes represen-
tatives from national associations of enterprises 
operating in or related to tourism, representa-
tives from higher education institutions, cham-
bers of commerce, representatives of associa-
tions or NGOs operating in the field of tourism, 
as well as representatives of international insti-
tutions/donors.
KKSPT has the following functions:

 » Advise the minister responsible for tourism 
for the development of the Tourism Devel-
opment Strategy prior to its approval by the 
Council of Ministers;

 » treats and examines issues related to pri-
vate sector tourism activity or that may arise 
during the exercise of this activity;

 » Ensures cooperation between the private 
sector and the ministry responsible for tour-
ism on issues that may arise during tourism 
development, the implementation of the 
Tourism Development Strategy and the Ac-
tion Plan;

 » gives opinions on the planning of priority ar-
eas for tourism development;

 » gives opinions when considering legal acts 
related to tourism;

 » Provides information on the performance of 
the private tourism sector and suggests to 
the ministry responsible for tourism taking 
measures on tourism-related issues.

4. NATIONAL TOURISM AGENCY (NTA)
The National Tourism Agency is a public legal 
entity under the minister responsible for tour-
ism, aiming to promote Albanian tourism, both 
inside and outside the country. 
NTA has these tasks:

 » Implement marketing policies in the tour-
ism area, promoting Albanian tourism at the 
national and international level, to create Al-
bania’s image as a tourist destination in the 
international market.

 » Provide information for visitors, travellers 
and tourists, services offered to tourists, 
touristic products and destinations, activi-
ties, and other useful information.

 » Promote the product and tourist destinations 
in the country and abroad, cooperating with 
the regional tourism offices, local govern-
ment and other organizations operating in 
the tourism area.

 » Promote investments in priority tourism 
development areas, cooperating with other 
public investment promotion institutions in 
the country.

 » Initiates and promotes tourism projects, ac-
cording to their field of activity, taking the 
prior approval of the ministry responsible for 
tourism.

 » Proposes and designs materials of a pro-
motional character, in line with the tourist 
market trends, and realizes their produc-
tion.

 » Implement the national tourism develop-
ment strategy and national marketing strat-
egy for the tourism sector.

5. NATIONAL COASTAL AGENCY (NCA)
The National Coast Agency is a public legal 
entity under the responsibility of the minister 
responsible for tourism, which aims to protect 
and track the development of the Albanian 
coastal area. Competencies, manner of organi-

sation and functioning of NCA are approved by 
a decision of the Council of Ministers upon the 
proposal of the minister responsible for tour-
ism.
NCA has these tasks:

 » Conservation and sustainable development 
of the coastal zone;

 » Implementation of policies and strategies for 
integrated coastal zone management;

 » Co-ordination of programs related to the 
coastal area;

 » Promoting investments in the coastal area;
 » Contributing to public information, consulta-

tion and access in drafting and implement-
ing policies and strategies related to integrat-
ed coastal zone management;

 » Taking part in drafting national policies and 
strategies for integrated coastal manage-
ment and co-ordination of work for their im-
plementation;

 » Proposing changes and improving the le-
gal and sub-legal framework for integrated 
coastal zone management;

 » Cooperation with relevant bodies on coast-
al protection and development projects and 
activities and monitoring their implementa-
tion;

 » Encouraging and co-operating with organi-
zations, institutions, investors and other in-
ternational or local actors and inviting them 
to participate and involve in projects and de-
velopments relevant to the integrated man-
agement of the coastal zone;

 » Monitoring the strict implementation of ter-
ritorial planning instruments, approved by 
central and local authorities in the coastal 
zone;

 » Drafting a regulation on the discipline of the 
development of tourist activities, which take 
place in the coastal area. This regulation is 
approved by the minister responsible for 
tourism;
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6. NATIONAL TOURISM INSPECTORATE 
(NTI)
National Tourism Inspectorate has these tasks:

 » controls the implementation of the criteria 
and conditions of the subjects that exercise 
tourism activities, in accordance with the 
provisions of this law, bylaws in its imple-
mentation and other legal acts in force;

 » controls and inspects the premises where 
the tourist activity is carried out;

 » cooperate and provide information to oth-
er state bodies, in the cases that are in their 
competence, regarding the tourist activity;

 » controls and takes measures for violations 
found by subjects that exercise tourist activity, 
in accordance with the provisions of this law;

 » collects and administers the complete rel-
evant documentation, including electronic 
documents, which relate to the object of con-
trol;

 » exercises control in the premises and in the 
documentation of tourist entities, which 
have the obligation to allow and make avail-
able to the Inspectorate the information and 
documentation necessary for inspection;

 » imposes fines and other administrative mea-
sures against natural or legal persons when 
noticing the provisions of this law.

7. COMMISSION FOR 
STANDARDIZATION OF TOURISM 
ACTIVITIES 
For the certification of tourist activities, the 
Commission for the Standardization of Tourism 
Activities is set up to issue and revocate the re-
spective certificates at the ministry responsible 
for tourism. The manner of organisation, func-
tioning and composition of the standardization 
commission for tourism activities is determined 
by approved regulations by order of the minister 

responsible for tourism. The standardization 
commission for tourism activities is established 
by order of the minister responsible for tourism 
and consists of 5 members.

8. MUNICIPALITIES
Municipalities have the following tasks:

 » create an inventory of the main tourism re-
sources of the local government unit and 
inventory of tourist enterprises at the local 
level;

 » to periodically update, every 6 months, in-
ventory of tourist resources to the minister 
responsible for tourism to establish a data-
base at the national level;

 » Provide support infrastructure for tourism 
business activities at the local level, enabling 
standards to be respected by tourism ven-
tures;

 » To contribute to the development of differ-
ent types of tourism at the local level, such 
as cultural tourism, agro-tourism, and others 
based on tourism resources, playing an ac-
tive role in diversifying the tourism product, 
in cooperation with all central and local insti-
tutions, such as and interest groups;

 » provide information, as part of the tourism 
statistics system, to the minister responsible 
for tourism;

 » cooperate to take measures to provide pri-
mary healthcare services for visitors/ tour-
ists within the jurisdiction of the local gov-
ernment unit, applying the standards set 
by the ministry responsible for tourism and 
health;

 » Take measures to create and maintain a 
healthy environment within the jurisdiction 
of their territory, in accordance with the 
norms and in the implementation of hygiene 
and sanitary regulations.

or tax avoidance. Studies seeking evidence on 
what drives shadow economy argue that factors 
affecting the emerging of informal activity can be 
grouped in four main categories, (i) tax and so-
cial security contribution burdens, 2) increased 
intensity of regulations (e.g. labour market reg-
ulations, trade barriers, etc.), 3) deterioration of 
the quality of public goods and services, and 4) 
the state of the formal economy (Schneider et al., 
2011). The majority of empirical studies in this 
field of research have found strong evidence that 
the increase of the tax and social security bur-
den remains the most influential factor caus-
ing the informal economy. 
Shadow economy in tourism is still a pretty un-
der-researched area, despite the importance 
tourism is receiving in the national and global 
economy. So far, little attention has been paid to 
deeper understanding, decomposition and mea-
surement of tourism-related shadow economy 
across countries. Pavičević (2014) reported the 

ANNEX 3
A NOTE ON THE THEORETICAL 
FRAMEWORK AND OBJECTIVE 
OF THE ASSESSMENT 

T ourism is an essential source of in-
come, employment, export earnings, 
public revenues and business oppor-
tunities for many countries. There-

fore, it is not surprising that many governments 
recognize tourism as a set of powerful tools for 
attracting investments, enhancing public infra-
structure, and increasing the standard of living 
for local communities. These benefits are usual-
ly more noticeable and diverse in large tourism 
destinations and their communities, but they are 
also visible in small and remote tourism receiv-
ing areas.
The informal economy (or shadow economy 
or grey economy) comprises various economic 
activities, from doubtfully legal to completely 
illegal economic activity. For the purpose of this 
study, the informal economy in the tourism sec-
tor will refer strictly to economic activities that 
involve monetary transactions but represent 
legal economic activities, incur tax evasion 
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negative impact of the shadow economy on tour-
ism in Montenegro by pointed out that the devel-
opment of Montenegrin tourism has been halted 
due to emerging uncontrolled activities such as 
an increase in the number of unregistered pri-
vate accommodation facilities in the coastal re-
gion. Similar observations on tourism-related 
shadow economy in Montenegro were provided 
by Milić (2014), who stated that the most prom-
inent problems of the shadow economy in tour-
ism-related economic activities are unreported 
seasonal accommodation capacities leading to 
undeclared income and employment.  Croatian 
tourism did also suffer from informal lodging 
services offered in private houses, apartments, 
and rooms, which remain the most frequent ac-
tivity of shadow economy in tourism. In 2016, 
almost 58% of all commercial-based tourist ac-
commodation facilities in Croatia were private-
ly-owned housing units. 
Reporting data from the Business Environment 
and Enterprise Performance Surveys conducted 
by the World Bank and the European Bank for 
Reconstruction and Development in 11 countries 
in Eastern Europe in 2013 did report that regis-
tered firms in the accommodation and hospitality 
sector perceive informal practices as the more sig-
nificant obstacle in their activity if compared with 
firms in other sectors. Medium-sized companies 
are less likely to consider the informal sector the 
biggest obstacle faced in their activity, whilst a 
lack of subsidies reduces the likelihood of con-
sidering the informal sector as the biggest obsta-
cle for the firm.
Shadow economy in tourism remains a chal-
lenge that affects largely not only the service pro-
viders but also tourists and the host communi-

ties. Such an informal economy in tourism would 
impact the overall competitiveness of the sector 
and its potential to grow and prospect. 
The competitiveness of the tourism sector, 
Crouch and Richie (1999) identifies a set of busi-
ness-related and policy-related variables that 
contribute to competitiveness, which are influ-
enced by the dichotomy of the formal-informal 
economy in the tourism sector. The formal-infor-
mal dichotomy in the tourism economy appears 
typical in developing countries, in Albanian as 
well. Informal tourism activity would influence 
endogenous and exogenous comparative advan-
tages, especially natural resources management, 
capital formation through new investments, 
technology adoption, infrastructure develop-
ment, the operational effectiveness of the sector, 
and monitoring and regulative framework.  
This technical note on the formalisation of the 
tourism sector will focus on understanding the 
degree to which tourism economic activity is 
intoxicated by informal activity and tax evasion, 
identifying factors driving informality and par-
ticularly exploring the impact of fiscal measures 
on formalization. The informal economy, fiscal 
stance measures and variables measuring fac-
tors impacting informality in tourism will be de-
veloped based on the principal component meth-
od. We would expect that any policy intervention 
to formalize tourism economic activity would 
improve the competitiveness of the overall tour-
istic economy. The sensitivity of informality to 
policy factors will be estimated using cross-sec-
tion regression, while a two-stage regression will 
derive the impact of informality on investment 
climate, which is used as a proxy of the competi-
tiveness in the tourism sector. 
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ANNEX 4
GENERAL CHARACTERISTICS OF 
THE SURVEYED BUSINESSES

T he distribution of the respondents 
per region shows that the majority 
of responses, around half of them 
(49%), represented businesses op-

erating in coastal areas and seaside touris-
tic destinations of Durrës, Vlora, Lezha and 
Shkodra. Touristic destinations of cultural 
and historical nature as Berat, Gjirokastra and 
Korca represent 14%, 6% of companies operate 
in Tirana, and the remaining 30% operate in 
not-traditional touristic destinations of Dibra, 
Kukës, Elbasan and Fier. This distribution of 
the sample in four main areas was designed 
to capture specifics of the tourism sector per 
destination characteristics since destination 
typology affects informality and business 
model. The majority of interviewed compa-
nies were registered after 2000, 85.1% after 
2001, and only 14.9% before 2000.

 Figure 14.  Regional distribution of the survey sample

Source: IC Survey

ON FORMALIZATION AND 
COMPETITIVENESS IN 
THE TOURISM SECTOR

430 431



w

44% of companies surveyed represent accom-
modation/hotel facilities, 17% are food and 
drink services, while 35% represent tour opera-
tors and travel agents. Micro-enterprises dom-
inate the tourism sector; 60.9% of respondents 
have 1-4 employees, while 41% report annual 
turnover of up to 5 Mio ALL.  The share of small 
and medium companies represent 37.8% of the 
sample (if classified by the number of employ-

ees) or 39.7% of the sample if turnover is used 
as a classifying measure (Figure 2). Large en-
terprises are only a minor share of the sector; 
only 17% of companies could be classified as 
large companies based on their turnover. The 
sector does report a low rate of foreign capital 
penetration; only 6.4% of respondents reported 
engaging foreign capital either fully or partially 
in partnership with locals. 

 Figure 2.  Distribution of companies per level of turnover and employees
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Structure of the sector. Microenterprises dom-
inate the sector structure. Small and medi-
um structures represent a noticeable share 
of the sector, while large enterprises are only 
minor, similar to foreign investments, which 
have a very low prevalence in the sector. The 
established business model depends on the 

touristic destination. Small and medium busi-
nesses dominate coastal areas, cultural/histor-
ical emerging destinations, and non-traditional 
touristic regions—dominated by micro family 
businesses, while Tirana reports a larger share 
of corporates and medium companies operat-
ing in the sector. 
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D 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, 
(ii) institutional (iii) information systems1. 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-
spite the progress on the reform of the inspections and 
the improvement of the legal framework, the necessi-
ty of improving and aligning sectoral legislation with 
the EU legislation is required.” The report also high-
lights the need to improve institutional capacities, 
human resources, logistics and laboratory capaci-
ties 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 to an OECD2 study, the re-organisation 
of the public service through the digitalisation pro-
cess - including in the design and implementation of 
the digitalisation process for both business and oth-
er interest groups - would mitigate mechanisms of 
business burden. 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, IC has 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

INTRODUCTION 

INVESTMENT CLIMATE 2018,
ON INSPECTIONS

438 439



mechanisms between businesses and public 
administration3, 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 administration followed by is-
sues between businesses and inspectors, although 
the latter ones had a relatively very low weight.”
In the 2018 IC “Investment Climate Survey4”, busi-
nesses perceive ‘the 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-
opments 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 to recall the fact that inspec-
tions and inspectorates issues remain as important 
as formalising the economy to guarantee the same 
rules in the market, protecting fair competition, and 
consumer and environmental protection. 
A more in-depth analysis on inspections, includ-
ing its business costs, will be the focus of IC’s 
work during 2019.

w w w . i n v e s t m e n t . c o m . a l

T 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)5, 
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 inspections6. 
According to literature (2008)7, 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)

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, c) 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 CI is coordinating and regulating 
for all SIs and ensuring that the inspection activi-
ty will be in the spirit of the law and full coherence 
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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) CI8 inter alia has these basic 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, brought 
some novelties as relates to:

 » the manner of organising inspectorates at 

8  Article 16.

the local and central level, the inspection 
principles and institutional relations be-
tween SIs 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: “The maximum 
permissible annual inspection period is from 5 
to 15 days”.

 » 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)9. 

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 
IQ 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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T he methodology used for the drafting 
of this technical note is based on four 
methodological pillars, namely: (i) lit-
erature review, (ii) administrative data 

collection, (iii) identification of business perceptions 
through surveys, and (iv) consultations of the Secre-
tariat since 2015 with representatives of institutions/ 
inspectorates that have proven problematic in the 
context of legal disputes with businesses. As noted 
above, this paper is the first step towards a more in-
depth analysis in 2019 and aims to draw attention to 
the importance of the reform and critical momentum 
in the context of the country’s integration in 2019.
a) Literature review. The working document is 

based on an 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 reported by the institu-
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, MoI, 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 undertaken10, (iii) the 
ratio between the number of such adminis-
trative measures and the number of inspec-
tions and (iv)the distribution according to 
the inspectorates11.

c) Identifying the perception of businesses 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 of 10,000 
businesses identified by the GTD and NBC12. 

d) Consultations. 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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T 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 “Investment Climate 201813” 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 the implemen-
tation of legislation and the relationship with the 
public administration are 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 
3.42 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.

ANALYSIS AND FINDINGS 
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  Figure 1.  Factors Determining Business Perceptions on Market Functioning 

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. 

Source: 2018 Survey of Investment Council Secretariat

2. The institutional inspection structure 
in Albania has radically 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 SIs is 16. The 
number of inspectorates results in an 
upward trend compared to the starting 
point of the reform despite the merger of 
several of them14. From the efforts to un-
derstand the volume of inspection through 
official statistics, a transfer of inspection 
competencies from one inspectorate 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. The down-
ward trend in the number of inspections 
shows that there are attempts to create 
a positive business climate and not in-
crease their administrative 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.

 Figure 2.  The dynamics of inspections 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).
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Source: Processing of the Secretariat from the data 
of the CI’s reports

4. 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 between fines and 
the total number of administrative mea-
sures results to be twice as high compared 
to 2014. Increasing the number of admin-
istrative measures requires the consolida-
tion of their appeal mechanism (see figure 
4).

5. 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.

 Figure 3.  Distribution of inspections by 
inspectorates 2015-2017
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Figure 4. Administrative Measures and Fines imposed by Inspections, 2013-2017
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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 institutions15. 

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 III 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:			Article	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 administrative 

measures imposed by the inspectorates, the 
number of administrative appeals within 
inspectorates is 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 amended).
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 Figure 5.  Appeals of administrative measures 
of inspectorates
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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-
panies17, 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.

of the CI 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 
TAD18 or NFA19, 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 SIEFWT, which do not 
have an official website. CI20, TAD21 and PPC22 
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-

18	 		http://financa.gov.al/drejtoria-e-apelimit-tatimor/
19  http://aku.gov.al/?page_id=2022
20  Standard Inspection Form –Appeal of Final Decision
21  Form of Tax Appeal
22  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. 

4. 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 be completed to then 
address the administrative courts23. 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 
favour of businesses in the cases of appeals 
filed against the inspectorates discourages 
businesses from filing appeals against ad-
ministrative measures. 

Meanwhile, in the 2017“Investment 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.
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24  Data from the DTA
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5. Administrative 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, the administrative appeals are 
not effectively reviewed within the appeal 
commissions or in compliance with the provi-
sions of the CoAP. This is related to several 
reasons which are summarised as follows:

 » In many cases, there are no proper internal 
administrative 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 Inspection Procedure, as a 
Regular Administrative Process,”25 the review 
of the appeal must be 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 (a 
case not provided for in the Regulation), the 

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

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: “All the 
documented stages of reviewing the Appeal 
Procedure by Collegial Bodies are uploaded to 
the e-Inspection System, by the Secretary and 
the Lawyer of the Collegial Body”.

 » The competencies provided by the special laws 
for different institutions leave room 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 
hierarchy26 of laws.

 » In many cases, the administration does not 
construe the legal provisions of the legislation 
in good faith and does not ensure the general 
principle of the law under which any vague 
provisions regulating a particular situation 
shall be construed 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.

INVESTMENT CLIMATE 2018,
ON INSPECTIONS

450 451



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: “1. When legal provisions regulating the 
inspection activity are vague, or in contradic-
tion with each other, the inspector shall act in 
such a manner that is most favourable for the 
inspected entity. 2. Where the inspected entity 
has acted in accordance with a legal require-
ment which is in contradiction with another 
legal requirement, its action shall not be con-
sidered as a violation”.

 » Lack of adequate infrastructure for the con-
duct of administrative appeal hearings under 
fair conditions and based on the principle of 
a fair and public trial. 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 

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-to-date with the legislation and 
the dynamical nature of its changes, and 
indoctrinated with the approach of treating 
businesses as a partner. 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 poor under-
standing of the mechanism of administra-
tive appeal against public administration 
acts. 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 
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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.

6. On the other hand, the decisions of the Appeal 
Commissions are generally not published, 
particularly in 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 Improving 
the Mechanisms for the Resolution of Dis-
putes between Businesses and the Public Ad-
ministration”, 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 

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. 

7. 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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 Figure 7.  Number of pending cases reported by 
the Administrative Court of Appeal

Source: Findings of the Secretariat

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 
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 Figure 8.  No. of new cases reported by the 
Administrative Court of Appeal

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. 
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 Figure 9.  Distribution of cases reviewed by the 
Administrative Court of Appeal, with Inspectorates as 
litigant parties, 2017

 Figure 10.  Distribution of cases reviewed by the 
Administrative Court of Appeal, with Inspectorates 
as litigant parties, 2018. 

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 

relevant inspectorates, it appears that, on 
average, 62% of cases have been won by in-
spectorates and 38% by the businesses (see 
figure 11).

INVESTMENT CLIMATE 2018,
ON INSPECTIONS

454 455



 Figure 11.  Report of measures repealed by the Administrative Court of Appeal, 2016-2018*
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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 consolidated27.

27  The following acts have been approved with regard to the 

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”.
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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.

 Figure 12.  Number of online inspections as 
compared to the total inspections

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 online 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 online 
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.

 Figure 13.  The level of validity of online tax 
inspection systems as reported by the business
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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, the online in-
spection is not yet being adequately implemented in 
practice by all the inspectorates28. 

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;
4. Final Decision of Inspection;
5. Decision for resolving the separate appeal;
6. Authorisation for replacing the inspectors;
7. Request for refusal of the inspector’ authori-

sation;

28  P. 36, Annual Report 2017 Central Inspectorate

8. Request for postponing the authorisation of 
inspection;

9. Decision for postponing the authorisation of 
inspection;

10. Decision of the Appeal Commission;
11. Inspector Badge.

C. 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-
tion”, 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 maximum period allowed for annual 
inspections is from 5 to 15 days”. 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 
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coordination, to ensure the maximum time 
for carrying out the inspections does not ex-
ceed 15 days. In practice, joint inspections 
have not been 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 coordination is 
also noticed among the inspectorates and 
other bodies that perform audit activities 
outside the inspectorates’ system but carry 
out essential functions in identifying infor-
mal activities and protecting fair 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 

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 related to the measures undertaken by the 
tax administration against such entities, and no 
joint controls/inspections have been coordinat-
ed. Such a lack 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 hygien-
ic and sanitary conditions by the commercial 
units, or unregistered entities 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 fact which 
has also been confirmed in the handling 
of other issues by the Investment Council 
(agriculture, tourism, BPO), that the state 
institutions are inclined to control or in-
spect only the registered entities, often ex-
cluding from their focus the entities oper-
ating entirely 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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B 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. 

RECOMMENDATION 1.
Further progress, as part of deregulation reform, 
requires a moment of reflection and to date im-

pact assessment by highlighting successes and 
prioritising integrated reform interventions with 
other structural reforms 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.

RECOMMENDATIONS
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RECOMMENDATION 2.
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 SMSI, 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.

RECOMMENDATION 3.
Preparation of a detailed matrix with all the in-
spection functions and overlaps as an initial 
stage of drafting a concrete timeline plan, respon-
sible institutions, clarified methodologies regarding 
revision of the sectoral legal framework by the Line 
Ministries, in cooperation with Central Inspectorate 
and State Inspectorates. Progress 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. The eventually decrease of the number 
of inspectorates and merging of their functions as 
per their object should not condition the enforcement 
of the monitoring and regulatory functions which 

foresee the protection of consumers and fair compe-
tition environment for the businesses.

RECOMMENDATION 4.
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.

RECOMMENDATION 5.
Free legal and in-distance assistance for inspection 
entities by inspection bodies through the preparation 
of simple manuals for specific sections, according to 
the typologies of inspection and business character-
istics. The reformation of the inspection has been 
dynamic, procedures and practices have been re-
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.

RECOMMENDATION 6.
Improvement (preparation in those cases of lacking) 
and updating of risk methodologies on the latest 
sector-based monitoring database 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.

RECOMMENDATION 7.
The preparation/improvement and disclosure of 
the methodologies applied by inspectors to establish 
appropriate and proportionate administrative mea-
sures is considered a means of limiting arbitrary 
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. To meet this 
purpose, based on legal obligations deriving from 
the provisions of Article 7 and 8 of Law No.10433, 
the Council of Ministers/CI need to approve the Gen-
eral Regulation on the Methodology for Imposing 
Administrative Sanctions, whereas state and local 
inspectorates need to approve their respective meth-
odologies for administrative sanctions in their field 
of inspections29.

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/On-
Labour-Code-Penalties-Eng-1.pdf

RECOMMENDATION 8.
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.

RECOMMENDATION 9.
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.  

RECOMMENDATION 10.
Sustainability and training of the staff of the inspec-
torates. The motivation of the inspection’s bodies, 
their periodic testing and performance evaluation 
based on well-defined criteria. Staff training pro-
grams for inspectors, particularly for complaints 
review committees related to the inspection 
functions and sectoral standards required by the 
legislation.

RECOMMENDATION 11.
Strengthen and structure communication with the 
business in the function of transparency and com-
pliance with sectoral 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. It is estimated that the ex-
istence of these mechanisms would enable the 
promotion of dialogue between the parties and 
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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.

RECOMMENDATION 12.
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 

character for all public administration. For this, 
legal changes are required in Law no. 10018 dat-
ed 13.11.2008 “On State Advocacy”.

RECOMMENDATION 13.
It is suggested that there is a unification and cen-
tralisation of the appeal of the Inspectorates at the 
Central Inspectorate to increase the professionalism, 
independence and trust of complaints at the State In-
spectorates as well as the conduct of hearings 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 CI and of any SI. For this, 
it is necessary to make changes to Law no. 10433 
dated 16.06.2014 “On Inspection”.
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 Appendix 1.  General sampling data for businesses involved in the survey

Questions Response Category Frequency (in No.) Frequency in (%)

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

Annual Turnover Response Category Frequency (in No.) Frequency in (%)

Deri në 8 Mio Lek 197 59.3%
Mbi 8 Mio Lek 135 40.7%

Number of Employees Response Category Frequency (in No.) Frequency in (%)

Up to 50 Employees 232 69.7%
Over 50 Employees 101 30.3%

APPENDICES

Regions/District Response Category Frequency (in No.) Frequency in (%)

Berat 6 1.7%
Dibër 5 1.4%
Durrës 51 14.7%
Elbasan 9 2.6%
Fier 14 4.0%
Gjirokastra 15 4.3%
Korça 37 10.7%
Kukës 4 1.2%
Lezha 11 3.2%
Shkodër 24 6.9%
Tirana 123 35.5%
Vlora 47 13.6%

Tax/Inspection 
Authority

Response Category Frequency (in No.) Frequency in (%)

No response 13 3.8%
Regional Directorate 285 82.4%
Big Taxpayer 48 13.9%

Shareholders 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%

Sectors Response Category 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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  Appendix 2.  Business perception on investment climate 2018

Source: 2018 IC “Investment Climate” Survey

 Appendix 3.  Business climate indexed (average score per components of investment climate based on likert 
scale 1- very unfavourable, 5- very favourable investment climate)

Source: 2018 IC “Investment Climate” Survey
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  Appendix 4.  Frequency of businesses reporting to experience fiscal controls/visits or inspections (2017-2018)

Source: 2018 IC “Investment Climate” Survey

 Appendix 5.  Ratio between fines/Overall Administrative penalties for 2017 per main inspectorates

Source: Administrative Data, Annual Report of Central Inspectorate 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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 Shtojca 6.  Distribution of fines by inspectorates in 2017 (in %)

Source: Administrative Data, Annual Report of the Central Inspectorate 2013-2017
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15. The Role of Inspections in the Enforcement 
of Legislation with Main Focus on 
Business Related Inspection in Serbia- 
Andreja Marusic, Slvica Penev (2011)
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R especting property rights and com-
plete and final registration of proper-
ties remain two critical challenges for 
the Albanian Government in respect-

ing its citizens’ rights and improving the country’s 
investment climate. A coherent, non-fragmented 
approach for addressing property-related issues 
is considered crucial for the well-functioning of 
the market, and it is a prerequisite for investment 
promotion. Any progress in this area increases 
legal security for investors, enhances transpar-
ency, good governance and the fight against cor-
ruption, and it is reflected directly in the interna-
tional reports on the reforms in Albania.
Recently, there have been some legal dynamics 
to address the ultimate resolution of the complex 
property registration issues. The country’s prop-
erty situation is challenging with numerous prob-
lems, ranging from inaccuracies and lack of ini-
tial registration, successive institutional failures, 
or even a high level of corruption associated with 
property-related processes.
Despite the ongoing efforts to resolve proper-
ty-related and property registration concerns, the 
situation is still far from being resolved. In many 
cases, lack of legal security on the property has 
affected the development of the agricultural sector 
due to fragmentation of the land; it has penalised 
the tourism sector due to the lack of large-scale 
investments, considering that some foreign in-
vestors have been forced to leave their projects in 
the middle and in some cases even to leave Alba-
nia. Additionally, a deformation in the real estate 
market is evidenced, considering the existence of 

entire informal assets with no access to finance, 
non-taxation of immovable property, fictitious 
prices, and considerable unregistered agricultural 
lands almost out of the taxation system. Property 
issues have driven fraud in the real estate market 
and have sparked social conflicts, thus affecting 
the individual, the business, and the state itself.
Being some of the most imminent obstacles for 
investments in the country and improvement 
of the business climate, property-related issues 
have been identified in almost all the topics ana-
lysed by the Secretariat and discussed by the IC, 
such as Informality in the Economy, Investment In-
centives, Access to Finance, Administrative Appeal, 
Electronic Platform on Construction Permits, Infor-
mality in Tourism, etc. 
Presently, after the voting of the subject by the IC 
members, the Secretariat has collaborated with 
business associations, field experts, as well as 
with pertinent institutions which have contribut-
ed actively to the drafting of this Technical Note 
to highlight main critical property-related con-
cerns from the business point of view and to pro-
vide suggestions for the prioritisation of inter-
ventions in coherence also with the development 
of the strategic sectors of the economy. 
In this Technical Note, the Secretariat does not 
aim to provide exhaustive recommendations 
for the final resolution of property-registration 
issues in the country, but only to prioritise some 
concrete actions that should be taken as soon as 
possible to put the Reform on Property in coher-
ence with the necessity to improve investments 
in the country.

INTRODUCTION
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S teps taken by the Secretariat to iden-
tify investors’ challenges regarding 
property rights and registration pro-
cedures are as follows: 

1. Desk-research on strategies, documents, 
laws and by-laws adopted over the years by 
the Government to resolve property-related 
issues and analyse some of their issues from 
a business perspective;

2. Desk research on international reports such 
as EU Progress Report 2018, Doing Business 
2019, US Department of State Investment Cli-
mate Statement 2018, etc.  

3. Analysis of individual businesses/business 
associations concerns recorded during 2015-
2019 and chronologically arranged in the 
Secretariat database.

4. Direct consultations with representatives 
of Business Associations (e.g. meeting with 
FIAA representatives on 16 April 2019), some 
businesses, experts in the area and institu-
tions which are part of the concerns and res-
olutions on the basis of pre-structured issues 

and questions prepared by the Secretariat. 
Contacted businesses operate mainly in the 
field of energy, tourism and agriculture.

5. A focus group meeting held at a technical 
level (17 May 2019) with 30 representatives 
from state institutions, private companies, 
business associations, chambers of com-
merce, municipalities, experts, etc. to dis-
cuss and validate preliminary findings of the 
Secretariat’s analysis and relevant potential 
recommendations.

6. Public consultation of SAC with business-
es members of AmCham organised on 
21.05.2019 with subject Institutional Reform 
on Property. 

In addition, the IC Secretariat has received writ-
ten comments with concrete business issues 
and concerns related to property in general and 
its registration in particular by AmCham, FIAA, 
Confindustria Albania, Association of Exporters, 
French-Albanian Chamber of Commerce and 
Industry and Tirana Chamber of Industry and 
Commerce.

METHODOLOGY

w w w . i n v e s t m e n t . c o m . a l
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Ownership Registration Doing Business

R egistering property is one of the key 
elements assessed by the DB report 
in the framework of the overall as-
sessment made by the WB for a coun-

try. This indicator examines the steps, time and 
cost involved in registering property, assuming 
a standard (normal) case of an entrepreneur 
who wants to purchase land and a building 
that is already registered and free of a title dis-
pute. In addition, the indicator also measures the 
quality of the land administration system in five 

(5) dimensions: (a) reliability of infrastructure; 
(b) transparency of information; (c) geograph-
ic coverage; (d) land dispute resolution, and (e) 
equal access to property rights. 
1. According to the 2019 World Bank’s DB Re-

port, Albania performed poorly in the regis-
tering property category, ranking 98 out of 
190 economies. According to this Index, it 
takes 19 days and 5 procedures to register 
property, and the associated costs can reach 
9.2 per cent of the total property value. 

CONTEXT

 Figure 1.  Ranking of Albania in “Doing Business” (2011-2018)

Source: WB DB Reports
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Secretariat’s Note: Property registration ranking 
has almost always been lower than overall country 
ranking in DB.
It is worthy of mentioning that in the last 
years, Albania has made several efforts to ad-
dress simplification of the procedures as relat-
ed to the property registration by businesses, 
by making the registration also available via 
public notaries as one shop stop service1 through 
their access in IPRO electronic register, and 
“Fast Track” service2 for citizens and busi-
nesses for provision of 9 registration services 
within 24h.
 

 » However, these improvements 
refer mainly to the administrative 
management of clear properties 
and to the normal scenario where 
the property is duly registered 
in the electronic system of 
IPRO, and the property title is 
clear. Therefore, their positive 
impact has been limited in terms 
of territory and the number of 
services offered. 

The problem with the registration of properties 
in Albania relates to the non-systemic initial 
registration of properties, lack of certainty and 
accuracy of such registrations, high number of 
disputes over property titles and failure of the 
justice system to manage them in a timely and 
proper manner, transitional processes on prop-
erty rights over the years, and inability to finish 
the digitalisation and mapping of properties. All 

1  Service introduced in 2012 and made available wih the 
Law No. 10491, datë 15.12.2011 “On Some Changes and 
Addenda to the Law 7829 “On Notary”
2  Launched in 2018 as a pilot project through cooperation 
among IPRO, ADISA and Albanian Post.

the issues mentioned above make the final reg-
istration procedures in general as cumbersome 
and exhaustive and lead to a firm perception of 
uncertainty on property rights.
2. The above issues are confirmed mainly 

by other international reports such as the 
US Department of State on Investment Cli-
mate for 2018, according to which: “Property 
rights remain another challenge in Albania, as 
a clear title is difficult to obtain. Some factors 
include unscrupulous actors who manipulate 
the corrupt court system to obtain title to land 
not their own. Illegal construction is a major 
impediment to securing property titles. The le-
galisation process to address large-scale illegal 
construction started in 2006 and is still under-
way.”

3. EU Progress Report 2018 emphasises that “…
as regards property rights, progress has yet to be 
made toward improving the legal framework for 
registration, expropriation and compensation. 
The 2012-2020 strategy on property rights has 
yet to be updated, and institutional coordina-
tion should be improved. Shortcomings in the 
rule of law continued to hamper the business 
environment, although the justice reform ad-
vanced. This is causing tax revenue losses, lack 
of labour protection and unfair competition 
among firms. Ineffective contract enforcement, 
uncertain property rights and the prevalence of 
corruption are major concerns repeatedly ex-
pressed by businesses.”

Additionally, it underlines the need for Albania 
to: “Further consolidate the entrenchment of proper-
ty rights, advance the revision of property deeds, and 
make the necessary progress on the digitalising and 
mapping of property.”
4. The public document, which has consoli-

dated information on foreign-funded proj-

w w w . i n v e s t m e n t . c o m . a l

ects in support of strategic objectives on the 
property, is the “Cross-cutting Strategy in the 
Field of Property Rights 2012-2020” (hereafter 
referred to as “Strategy”). The main proj-
ects that deal with ownership issues are the 
Land Administration and Management Proj-
ect (LAMP), launched in 2007, projects of 
CARDS, FAO, OSCE, which aim to address, 
among others: 

 » strengthening security on the property, im-

proving urban planning, control, manage-
ment and land development by streamlining 
data administered by IPRO; 

 » initial systematic registration of immovable 
property, return compensation and legalisa-
tion;

 » Improving the management of communal 
forests and pastures and clarifying the sur-
face of the forest and pasture fund and its 
registration in the digitalised (GIS) cadastre.
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1. STRATEGIES AND LAWS

F or purposes of this analysis, below 
are briefly mentioned only the basic 
documents which tackle problems in 
the area of   property rights and its reg-

istration and the steps envisaged to address 
them.
From a legislative point of view, property-relat-
ed issues have been addressed by specific, de-
tailed and sectoral laws that have not been ef-
fective. This is related to the frequent changes 
of these laws and their applicable secondary 
legislation, which have impacted the creation 
of non-uniformity of administrative and judi-
cial practices. For example, around 15 sectoral 
laws deal with property rights, each of which has 

established special procedures and sectoral state 
bodies, thus fragmenting the issues and, conse-
quently, their resolution. Reputable reports on in-
vestment climate also confirm the above finding 
according to which property laws have developed 
in a piecemeal and uncoordinated way. 
The reform in the sector has not achieved the con-
solidation of property rights and the elimination of 
legal uncertainties3. The following documents are 
herein considered in a summarised version: 

a. Economic Reform Program 2018-2020 
(ERP)
In the last ERP report, it is noted that issues 

3  US Department of State- Bureau of Economic and 
Business Affairs, Investment Climate Statements for 2018

LEGAL AND INSTITUTIONAL 
FRAMEWORK
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related to property rights and land registra-
tion continue to affect the competitiveness of 
the Albanian economy. This is a cross-cutting 
issue affecting infrastructure and industrial 
development, agriculture, the property market 
and, importantly, access to finance. Progress 
in establishing a comprehensive cadastre has 
been slow. The ERP maintains a narrative of 
the issue, prioritising only agricultural land. 
There has been some facilitation of the reg-
istration of assets to simplify property regis-
tration, while no progress has been made on 
setting up the e-cadastre.

b. National Strategy for Development and 
Integration 2014-2020 (NSDI)
In the meantime, NSDI underlines the concrete 
actions to be followed: 
1. Addressing inconsistencies and gaps in the 

legal framework for property rights to enable 
title registration, legalisation, restitution and 
compensation to proceed quickly and effi-
ciently. 

2. Completing an initial systematic national 
registration and establishing a consolidat-
ed electronic public registry of immovable 
properties.

3. Completing the physical restitution of prop-
erty (including the transfer of state property 
to applicant) where this is feasible. 

4. Creating a compensation scheme that is con-
sidered fair and consensual by all parties, 
that is fiscally affordable, that delivers pay-
ments on a timely basis and for ëhich bene-
ficiaries of expropriation assume a fair share 
of the cost.

5. Resolving the status of informal properties 
that currently remain outside the legalisation 
process.

c. Intersectoral Strategy “Reform on 
Property Rights 2012-2020” and its 
Action Plan4. 
The strategy has acknowledged that property is-
sues have been tackled in a fragmented way, and 
the respective laws have not provided exhaustive 
or comprehensive solutions. The strategy identi-
fies key issues as well as the following strategic 
objectives:
1. 100% completion of the initial systematic 

national registration by 2013, establishing 
a public electronic register of consolidated 
immovable properties and improving IPRO 
functions.

2. 100% completion of the interim national level 
processes; the recognition of the ownership 
of expropriated subjects within 2014, the re-
lease of former owners houses within 2017, 
the legalisation of informal constructions 
within 2013, and the verification of property 
titles within 2013.

3. Creating an effective single compensation 
scheme within 2013 and starting its imple-
mentation based on a consolidated physical 
and financial fund for expropriated entities 
through the reform of the real estate valua-
tion method according to the market value 
and the process of inventory of state proper-
ty.

4. Strengthen the system of property rights and 
their protection until execution according to 
the standards of the ECHR in accordance 
with the Cross-cutting Strategy of Justice to 
increase the security of property acquired by 
law and investment on it, as well as the dy-
namics of the land market by 2020.

5. Modernisation and improvement of infor-

4  Strategy approved with DCM No. 405 dated 27.06.2012.
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mation through the digitalisation of 100% 
systems of information on real estate, includ-
ing maps, according to the standards of the 
INSPIRE directive, to benefit from the capac-
ities of the NGDI until 2020.

The above strategic objectives detailed 
with concrete measures and specific 
timeframes result in most of the cas-
es as unfulfilled and already expired. 
Considering the new legal initiatives 
that have a new vision on the inte-
grated solutions for property issues in 
the country and based on new time-
terms, the cross-cutting strategy can 
now be considered an old document 
that cannot be referred to for the im-
plementation.

 
d. Law No. 111/2018 “On Cadastre”5- its 
novelties
The purpose of this law is to guarantee an 
accurate and reliable register of immovable 
properties, as the main elements that have 
been problematic for the country also consid-
ering the transitory processes (legalisation, 
urbanisation, agricultural land registration, 
etc.), which have been continuous, dynamic 
and without a systemic cohesion on proper-
ty-related rights on immovable properties. 
Unlike other countries that have dealt with 
and facing such challenges earlier and sooner, 
in Albania, transitory processes determine the 

5  Law No. 111/2018 has substituted Law No. 33/2012 
“For Registration of Immovable Properties” via which IPPRO 
was transformed as self-financed institution, set rules for the 
improvement and updating of data recorded in the register, as 
well as establish the grounds for the provision of online service 
as “One-Stop Shop” principle.

consolidated immovable property registration 
and consequently the quality and reliability of 
the registry6.
With the approval of Law no. 111/2018 and its 
completion with by-laws, it has been estab-
lished the basis for the online digital cadas-
tre for access and use by physical and legal 
persons, domestic and foreign, to enable the 
real-time verification of the legal status of 
immovable property. Specifically, Article 28 
paragraph 3 of the law provides that: “Legal 
entities/individuals who have the right to have 
access to the electronic system or the single mul-
tifunctional government portal can obtain elec-
tronic property ownership extracts/documents 
directly after having obtained the consent of the 
subjects, who appear as owners of immovable 
property.” It is not clear why the law provides 
for prior consent to access data from the digi-
tal cadastre even for state properties, which in 
the end are public property and do not contain 
personal data. 
Law no. 111/2018, under article 5/b, provides 
that public service on immovable properties 
and related procedures is run, among others, 
based on: “b) Legal security principle: Respect of 
the previously acquired rights and legitimate ex-
pectations of the entities of the rights.” 
This provision, although not explicitly, refers 
to legal security that should be guaranteed to 
property owners even in the case of damages 
caused by NSC as a result of the illegal activity 
of its employees7. 
Concerning this aspect, as in the previous Law 
no. 33/2012 “On Immovable Property Registra-
tion” (amended) is foreseen the establishment 

6  For purposes of this Technical Note, Serbia and North 
Macedonia cases have been explored.
7  Law No. 33/2012 "On Immovable Property Registration" 
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of the Compensation Fund as a guarantee for 
covering the damages caused by the cadastral 
activity. 

e. Draft-law “On the finalisation of the 
transitory processes on property” 
In comparison to law no.111/2018 “On cadas-
tre”, the draft law “On the finalisation of the tran-
sitory processes on property” (“the Draft Law”) 
has a temporary character until its purpose 
is achieved. The draft law sets out the rules, 
criteria and conditions for finalising admin-
istrative processes and the final registration 
of property titles on immovable properties, 
aiming to close the long transition period of 
resolution property issues for state or private 
properties. With its approval into law, 7 cur-
rent laws will be abolished, avoiding overlap-
ping the rules on property rights and their reg-
istration.
Among other, the most critical transitory pro-
cesses are those related to: a) the legitimacy 
of ownership titles given under the legal and 
sub-legal legislation for agricultural land; b) 
completion of the process of inventorying of 
immovable property of central and local Gov-
ernment; c) regulating ownership relations 
in the territories designated as priority areas 
for tourism development; d) the legitimisation 
and registration of illegal constructions. 

(as amended) has been more concrete with regard to the 
provision of rates for reimbursement of damages caused 
by the activity of the immovable property registration office. 
Notwithstanding, entities that suffer damage from cadastral 
activity may override the principle of legal security guaranteed 
by Law 111/2019 in Article 5/b by referring to the general 
provisions of the Civil Code and Special Law no. 8510 dated 
15.07.1999 which deals with the regulation of the extra-
contractual liability of the state administration bodies (eg NAC) 
which may arise as a consequence of their illegal administrative 
activity. 

From a preliminary assessment, the 
consolidation of property-related rela-
tions on immovable property and the 
achievement of legal security in these 
relationships, including the comple-
tion of the above-mentioned transito-
ry processes, is expected to take up to 
10 years8.

Both documents were foreseen to be dis-
cussed, examined and approved in parallel. 
Currently, only Law No. 11/20189 has been ap-
proved with some improvements that followed 
the decree of the President of the Republic 
returning the draft for re-assessment to the 
AlbanianAssembly, while the draft law “On 
the finalisation of the transitory processes on 
property” is in the process of re-evaluation for 
the facilitation and unification of procedures 
related to the registration of property titles10. 

6. INSTITUTIONAL DYNAMICS 
Agencies operating over property rights up to 
the moment of entry into force of Law No.111/ 
2018 were 8. The high number of Agencies 
and the overall regulatory framework has 
created overlapping processes related to 
property rights11. To simplify it, and in partic-
ular, procedures related to immovable proper-
ty registration, the State Agency of Cadastre 
(SAC) has recently been established, which 
constitutes the basis for the reform in the 
area of property.

8 Rational of the draft-law ““On the finalization of the 
transitory processes on property ”
9 Approved on 07.02.2019
10  Report of the Commission on Legal Affairs, Public 
Administration and Human Rights”.
11  Cross-cutting Strategy in the Field of Property Rights 
2012-2020, page.5.

ON INVESTMENT AND
LEGAL SECURITY
ON PROPERTY

482 483



Establishing of the State Agency of 
Cadastre (SAC)
Law no. 111/2018 “On Cadastre” established the 
basis of SAC as the responsible institution for the 
procedures of immovable properties registration 
and the performing of the transitory processes 
on property12. 
SAC, as the law enforcement responsible institu-
tion for all the procedures under this law, centra-
lises the competencies and functions of 3 institu-
tions operating in the field of property, namely: 1) 
Public Property Inventory and Transfer Agency 
(AITPP); 2) Agency for Legalization, Urbaniza-
tion and Integration of Informal Zones/Buildings 
(ALUIZNI) and 3) Immovable Property Registra-
tion Office (IPRO)13. 
From the point of view of property reform, the 
creation of a single institution SAC aims to im-
prove, harmonise and unify the loopholes and 
procedures leading to property registration, from 
the rules on cadastre administration, the im-
provement of the cadastral mapping system and 
to those that relate to the way of correcting inac-

12  Law No. 111/2018 and the Draft Law "On the finalization 
of the transitory processes on property" are part of the 
package on Property Reform. Compare to law no.111/2018 
"On cadastre", the draft law "On the finalization of the 
transitory processes on property" ("the Draft Law") has a 
temporary character, until its purpose is achieved. The draft law 
"On the Completion of Transitional Ownership Processes in the 
Republic of Albania" defines the rules, criteria and conditions 
for the completion of administrative processes and the final 
registration of property titles for immovable property, aiming 
to end a long transition period for solving property issues for 
state or private immovable property. Both documents were 
foreseen to be discussed, examined and approved in parallel. 
Currently, only Law No. 11/2018 has been approved with some 
improvements that followed the decree of the President of 
the Republic for his return to the Albanian Parliament, while 
the draft law "On the completion of transitional ownership 
processes" is in the process of reappraisal for the facilitation 
and unification of procedures related to the registration of 
property titles. (Report of the Commission on Legal Affairs, 
Public Administration and Human Rights).
13  SAC is now organised as an institution under the Prime 
Minister’s Office dhe not as IPRO which was under the Ministry 
of Justice. 

curacies and material errors, functions which in 
other models in the region are also centralised in 
the counterpart institutions of SAC14.
Upon its initiative primarily or at the request of in-
terested parties, SAC should improve the bound-
aries of real estate surfaces, cadastral maps and 
their geographic position to ensure compliance 
between the actual situation on the ground and 
the initial registration in the IPRO15. 

The efficiency of SAC as an institution that 
unifies procedures for the registration of 
property rights remains to be seen in the 
future, considering that the legal and 
sub-legal framework on which the SAC is 
organised and functions are very young, 
still incomplete, and the draft law “On the 
finalisation of the transitory processes on 
property” is not yet approved and subject 
to re-assessment. Therefore, the finalisa-
tion of the institutional structure and by-
laws promptly is a necessity.

14  Immovable Properties Cadastre in Serbia and Immovable 
Properties Cadastre in Northen Macedonis are organised on 
the basis of Law No. 55 dated 16.04.2013 “On Immovable 
Properties Cadastre”.
15  Articles 35, 36 and 37 of the Law No. Nr.111/2018 “On 
Cadastre”
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T he findings below are the result of 
the analysis of comments sent to 
the Secretariat by business associ-
ations, discussions and preliminary 

consultations with interest groups, business 
associations and chambers of commerce, 
businesses, experts, and public reports ac-
cording to the methodology presented above. 
Findings are of a different nature, such as lack 
of systematic initial registration of private and 
state property; inappropriate property maps 
and overlaps; incomplete electronic register 
on the property and limited services; incoher-
ence over the years among transitory process-
es on the property, their timelines for comple-
tion and property registration; lack of legal 
security for investors and banking system 
due to unclear/inaccurate documents on the 
property; informality in the real estate market 
also due to non-registration of property units; 
unregistered agricultural land at a large extent 
and outside the formal market real estate, etc.
They are profiled and prioritised as per busi-

ness point of view and the costs they bear, 
where the common denominator is the lack of 
legal security for immovable property transac-
tions. The following findings are grouped into 
5 pillars as below:

1. Despite efforts undertaken 
over the years through legal 
and institutional amendments, 
national and international 
projects, until 2019, there is no 
unique complete and consolidated 
register of immovable properties, 
their types, and property rights 
over them. Its absence has led 
to legal insecurity over property 
rights16for all entities and, in 
particular, for investors. 

16 In the rationale of Law No. 111/2018 it is underlined that 
the intended effects of the law are to guarantee an accurate 
and reliable register of immovable properties.
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The lack of a full registry on immovable prop-
erties is one of the fundamental problems rec-
ognised as such by all governments and never 
fully addressed. Despite our efforts17to enable 
a debate based on up-to-date information, we 
could not identify for the purpose of this anal-
ysis a public document with complete and un-
contested information about the progress of the 
property registration process in Albania and 
the actual inventory, e.g. data on the number 
of cadastral zones that have passed the initial 
registration process; the number of properties 
registered and those in process or unregistered, 
the exact number of land, agricultural or state 
property properties. In the following, there are 
some rough data that were made available to 
the Secretariat by stakeholders18 and later con-
firmed by SAC during the consultation phase in 
the framework of this Technical Note:

 » 12% of the Cadastral Zones has not con-
ducted the Initial Registration - translat-
ed into 10% of national properties;

 » 95% of the registered zones date back 
to 1992-1995 – These zones have not 
undergone any update and improve-
ment for over 20 years; 

 » 75% of registered zones have totally ar-
chived information in manual mode, 
with poor and inaccurate recordings;

 » 80% of the rural properties are not 
equipped with an Ownership Certifi-
cate.

17  Therefore, the Secretariat has partially made reference 
to the data presented in the Cross-cutting Strategy “Property 
Rights Reform 2012-2020” as well as data obtained during 
consultation with institutions or associations, while other data 
are in the most of the cases pertinent to 2011-2012.
18  Not officially published

Although a process that should have been 
completed by 2013,19 the initial full and sys-
tematic registration of assets remains an open 
process. From consultations with the business 
and additional analysis, it came out that the 
lack of a full registry on immovable properties 
is related to the following factors:
a) The complicated legislation on different prop-

erty titles has created an overlapping of pro-
cedures. For the acquisition of property ti-
tles on immovable property, the legislation 
provides the approach, forms, and various 
institutions. A few of them are mentioned 
here below:

 » The Civil Code of the Republic of Alba-
nia approved by Law No. 7850, dated 
29.7.199420;

 » Law No.133/2015 “On tackling Proper-
ty and the Completion of the Property 
Compensation Process”;

 » Law no. 7501, dated 19.7.1991 “On the 
Land”;

 » Law no. 9482, dated 03.04.2006 “On 
the legalisation, urbanisation and inte-
gration of illegal construction”.

These laws aim to resolve property-relat-
ed issues independently by not integrating 
solutions but by treating them as transitory 
processes. It is difficult to find clear and ex-
haustive provisions on how to resolve con-
flicts between ownership titles in the legal 
and sub-legal framework, which means it has 
priority over the others. In most cases, such 
issues have ended up for resolution under the 
judicial jurisdiction, which instead of being 

19  Refer to the Action Plan - Crosscutting Strategy “Reform 
of the Property Rights Area 2012-2020”.
20  Amended by Law no. 8536, dated 18.10.1999 and no. 
8781, dated 3.5.2001

w w w . i n v e s t m e n t . c o m . a l

part of the solution, it has mostly been part of 
the problem. The recent legal initiatives and, 
more specifically, the draft law “On the final-
isation of transitory processes on property” 
and Law 111/2018 are expected to address some 
of these issues satisfactorily. 
b) Institutional fragmented regulatory struc-

ture has affected the non-systematic han-
dling of property titles and their failure to reg-
ister them appropriately. The large number 
of agencies dealing with the problems over 
the years has produced more insecurity 
than legal security. 

The various state authorities that have the 
right to grant rights to state-owned proper-
ty are not coordinated with one another, 
and in some cases, the same land granted 
to investors is also given to agricultural 
households by other state authorities. This 
creates significant damages to foreign in-
vestors who have to follow up for years the 
administrative and judicial procedures 
for the implementation and protection of 
their rights that the Government should 
have provided. This not only creates costs 
for investors but also does not allow them 
to invest in these properties and therefore 
create the risk of investing and/or damag-
ing the state for damages.

Source: Concern raised by an investor, member of 
FIAA

c) These institutions have operated only within 
a narrow framework of competencies, with 
separate and non-aligned methodologies, 
often producing decisions that conflict with 
one another. Coordinative and mapping 

systems have constantly been different in 
different institutions and incoherent with 
today’s technological solutions. ALUIZNI 
used the maps from the satellite imaging 
while IPRO old and not accurate maps. 
As a result, often, there are discrepan-
cies between the position of properties in 
IPRO and properties configuration on the 
grounds. 

Such a problem is sometimes found by in-
vestors who are interested in investing. 
In a case presented to the Secretariat, a 
business had no legal security to purchase 
immovable property in the Tirana-Durres 
highway. From the verifications carried 
out by the investor himself, there was a 
lack of clarity on the factual situation on 
the ground with that of the legal status that 
was shown in the IPRO maps, as far as the 
land surface was concerned. The certif-
icate of ownership recorded a surface of 
13,000 m2 of land, while the actual mea-
surements resulted in 10800 m2. The dif-
ference of 2200 m2 was assumed to have 
been expropriated by the state for the con-
struction of the secondary road, while the 
institutions themselves had not performed 
the respective update. Moreover, the status 
of the property was unclear with regard to 
displacements and overlappings. 

Source: Case submitted to the Secretariat by CCI 
France-Albania

 The establishing of SAC, as a merger of sever-
al institutions with sufficient financial and hu-
man resources, is expected to solve the institu-
tional coordination issues missing to date.

ON INVESTMENT AND
LEGAL SECURITY
ON PROPERTY

486 487



d) Transactions after initial registration are re-
flected in the public register (property extract 
and indicative map) in the paper copy and 
only in a few cases also digitally. The digital-
isation process of the map and indicative 
maps of the initial property registration 
started in 2011-2012 for Durrës and Tira-
na, and then spread to other regions. It is 
currently being carried out via electronic 
and non-electronic systems depending on 
the progress of the process. The updating 
of the actions made on properties is still 
performed manually. Maps on paper are 
of poor quality, mainly in cadastral zones 
with a high volume of transactions. From 
the Secretariat’s research, this process 
seems not to have progressed. Public in-
formation about the status of this process 
is missing. The preparation of the full im-
movable property registers and its digital-
isation is conditioned by the digitalisation 
of all systems that supply it as well as pro-
active actions of institutions such as ALU-
IZNI, ATP, notaries, bailiffs, courts, etc. 
Law No.111/2018 in its Article 24 has made 
a qualitative step toward the preparation 
of the national digital cadastre by provid-
ing that: “Acts of courts, notaries, bailiffs and 
other state organs, which determine winning, 
recognition, change, ceasing of a property 
right, or declaring invalid legal or other acts 
of transfer of ownership previously regis-
tered, must be registered. The bodies declare 
the acts mentioned above in the national dig-
ital cadastre, at the time of their formalisa-
tion, through the access provided by the SAC. 
In addition to electronic declaring, the above 
bodies send a written copy of these acts to the 

local directorate of SAC within 10 days from 
the date of their formalisation.”

e) Failure to complete the initial registration im-
pedes the digitalisation of complete data on im-
movable properties and consequently its online 
access by interested parties (owners, domestic 
and foreign investors, institutes, banks, etc.). 
This issue was raised in several cases by 
companies and business associations.

From the experience of our members, 
even when the IPRO claims that the ini-
tial registration was completed, this has 
been problematic or incomplete. Thus, 
for the purpose of initial registration, 
the property was registered in the build-
er’s name, but the transfer of ownership 
performed either by the builder or the 
new owner, based on the mortgage doc-
uments and duly deposited at IPRO, was 
not reflected in the IPRO register. As long 
as the acts that are already recorded in 
the IPRO and mortgage documents are 
not reflected in the immovable property 
register, it means that there is no full reg-
istration, and each owner should spend 
time and money with IPRO to finalise 
the procedure that the IPRO should have 
done before

Source: Case submitted to the Secretariat by Am-
Cham

Based on DB 2019 Findings on property regis-
tration, the progress is slow.21

21  In DB 2019 to all the following questions the answer was 
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Meanwhile, the digitalisation of immovable 
properties registration system should provide a 
complete system for single application from dif-
ferent sources of information, data processing 
during the initial registration, and reflecting sub-
sequent transactions (archive, immovable prop-
erty extract and registration map, both in paper 
and digital format). The finalisation process of 
improving the digital data on immovable proper-
ties/creation of the electronic registry is consid-
ered a necessary measure in improving the DB22 
indicators concerning property registration. 

Currently, the electronic part of the 
immovable property register is not ef-
fective and accessible to third parties 
(except notaries), while during the Sec-
retariat consultation meetings, con-
cerns were raised about the physical 
integrity of the electronic system due 
to unauthorised actions that might be 
performed on the system. This service 
is deemed to be effective based on the 
provision of Article 28/b of Law No. 
111/201823.

“no”.
Are all privately held land plots in the economy formally 
registered at the IPRO?
Are all privately held land plots in the largest business city 
formally registered at the IPRO?
Are all privately held land plots in the economy mapped?
Are all privately held land plots in the largest city mapped?
22  DCM no. 591 dated 10.09.2014 and DCM no. 445 dated 
15.06.2006 "On the adoption of the Action Plan for Improving 
and Monitoring the" Doing Business" Indicators”
23 Legal/natural persona, local/foreign legal entities, which 
have the right to have access to the electronic system or to the 
single multifunctional government portal, can obtain electronic 
extract/electronic documents on property directly after having 
obtained the consent of the entities that appear registered as 
owners of the immovable property.

2. Although agriculture is 
considered a strategic sector 
with untapped potential, the 
agriculture properties are largely 
non-registered. Non-registration 
has prevented the introduction 
of agricultural land into civil 
circulation, access to finance 
and support programs and its 
consolidation in the function of 
important investments. 

a) Law no. 7501, dated 19.7.1991 “On Land” and 
law no. 8053, dated 21.12.1995 “On the trans-
fer of ownership of agricultural land without 
compensation”24was implemented through 
unwise thinking and in the absence of raised 
institutions being also accompanied with 
some problems that still exist today:

 » unlawful actions in the awarding of title to 
agricultural lands, such as lands released for 
ownership, which were not always recorded 
in the cadastre as “agricultural land” (espe-
cially after 2000 and presently), as well as 
entities treated with land, which have not al-
ways been entities recognised by law.

 » fragmentation of agricultural land, signifi-
cantly affecting productivity because of 
misuse, not as per its natural function 25. 

 » overlapping between Land Acquisition 

24   By means of these laws, ownership of agricultural land 
was granted without remuneration for the purpose of ex-
ploitation only for agricultural purposes, mantain and increase 
productive capacity, as well as arranging and construction of 
works to protect it. Beneficiaries were agricultural households 
or individuals - members of the agricultural cooperative or res-
ident in the cooperative villages as well as agricultural house-
holds of former agricultural enterprise employees.
25  Cross-cutting Strategy in the Field of Property Rights 
2012-2020
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Acts (LAAs) and property restitution and 
compensation decisions, especially for 
lands on the coast.

Currently, it is estimated that about 
450,000 agricultural households or in-
dividuals have received ownership titles - 
LAAs, where it comes out that:
a) only 250,000 of them are registered in 
registers of immovable properties, while 
the rest is unregistered;
b) there are a large number of LAAs which 
are issued with substantial errors (resi-
dence, incorrect signatures, stamps) which 
can not be effectively registered in the reg-
isters of immovable properties, sometimes 
for legal reasons and sometimes due to the 
lack of coordination between the Munici-
palities and the IPRO and the non-registra-
tion of registration practices.

The Secretariat was acquainted with con-
crete cases of non-registration by IPRO of 
LAAs due to the inaccuracies that relate to 
the time when LAAs were issued and not the 
fault of the agricultural households holding 
these property titles. Specifically, in a case af-
fecting about 100 agricultural households, 
non-registration of LAAs in the registers of 
immovable properties was made with the 
claim that the residents were not residents 
in the village on 1 August 1991. Meanwhile, 
although it is easy to prove that these fami-
lies are even today part of the administrative 
unit outside the urban area and some mem-
bers of these families still receive pensions 
as members of the former agricultural co-
operative, LAA registration has again been 

suspended. In addition, it is claimed that the 
standard applied to the same cases in differ-
ent rural areas is different among IPROs.

Source: Consultation of the Secretariat with 
Municipalities

b) Many farmers who are subject to the provi-
sions to Law no. 7501 and actual users (about 
20,000) for agricultural purposes were not 
equipped with LAA. For this purpose, Law 
No.171/ 201426 created the necessary legal 
basis for obtaining LAA via temporary pro-
cedures to be followed by the Municipali-
ties and then their registration in the IPRO. 
This process, which was supposed to be 
closed by 30 June 30 2016, has been post-
poned several times, although it does not 
bear procedural costs. The latest deadline 
for these entities to be equipped with LAA 
is 31 December 2019. According to data as 
of 31 December 2018, around 7,000 LAAs 
were distributed while around 11,000 oth-
ers remain in the process; while in the 
meantime, public and complete records for 
this process are missing. The progress of the 
process depends on the efficiency of the Munic-
ipal Procedures in finding actual users as well 
as on the farmer’s own interest to initiate the 
process. In some cases, the process has been 
suspended by the Government itself. 

“DCM no.138 dated 23.02.2018 “On the 
temporary suspension of the procedures 
for the transfer of ownership of agricul-
tural land beneficiaries of former agricul-

26  Law no. 171/2014 “On the Completion of Legal 
Procedures for the Transfer of Agricultural Land to Former 
Agricultural Enterprises Owned by the Beneficiaries”.
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tural enterprises and the registration of 
land acquisition acts in the area of impor-
tance to the Fund of Strategic Investment 
Support.” DCM temporarily suspends the 
administrative procedure that IPRO can 
perform for assets located in the areas in-
cluded in the map attached to this DCM. 
This constitutes a restriction in the owner's 
rights, a restriction that under the Consti-
tution can only be done by law and not by 
the DCM. The suspension continues as long 
as the IPRO estimates that the strategic in-
vestment fund may be ready to revoke this 
suspension. What are the Government’s 
intentions about this process?”

Source: AmCHam

Based on the above, we can conclude that the 
frequent extension of the legal deadline and/
or the non-finalisation of these transitional 
processes in relation to the legality of owner-
ship titles granted under the legal and sub-le-
gal acts on agricultural land delays the full 
registration of agricultural land and conse-
quently their inclusion in transactions which 
would pave the way for land consolidation and 
the creation of productive agricultural farms.

3. The lack of a complete invento-
ry of state property at local and 
central-level Government and the 
failure to register them in the reg-
ister of immovable properties as a 
concern of the state itself has vi-
olated legal security for investors.

State immovable properties of public or 
non-public nature are regulated and adminis-

trated in accordance with Law no. 8743 dated 
22.01.2001 “On State Immovable Properties”27 
and Law no. 8744 dated 22.01.2001 “On the 
Transfer of the State Immovable Properties to Lo-
cal Government Units.”28 These laws specifical-
ly define the procedures and applicable dead-
lines for the preparation of the inventory of all 
public properties, their identification and reg-
istration on behalf of the state with the status 
of the owner/administrator29. 
Despite the above, based on the Secretariat’s 
verifications, as well as based on the consulta-
tion process and confirmations from the institu-
tions involved in this process, it comes out that:
a) The inventory process of state property and 

the transfer process have not yet been com-
pleted, while there is no complete and system-
atic database30. 

The local government units have noted delays 
in submitting the necessary documentation to 
continue the transfer procedures, creating a 
considerable vacuum from the first phase till 
the end of the procedure for property trans-
fer. Borders between local government units, 
especially in areas where their administrative 

27  Amended 1 time with Law No. 9558, dated 08.06.2006.
28  Amended 2 times with Law, No.9561, dated 12.06.2006 
and Law No. 9797 dated 23.07.2007.
29  In Law no. 8743 it was foreseen a deadline of 12 months 
from the entry into force of the law within which the Council of 
Minsters approved the inventory of immovable property, while 
in Law 8744 it was envisaged that the transfer of immovable 
property would be completed within 24 months after the entry 
of in effect. This framework has been supplemented by a series 
of other sub legal acts which have detailed deadlines and 
special rules for the categories of immovable property of the 
State.
30  Referring to the 2012 Strategy, 363 decisions of the 
Council of Ministers have been adopted for the approval of the 
list of inventories of local government units, 220 decisions of 
the Council of Ministers for approval of the preliminary list for 
transfers in ownership or use of local government units, and 
120 decisions of the Council of Ministers to approve the final 
list of properties that are in use or owned. 
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border is in forest areas, have hindered the 
inventory process and then the registration 
process. This issue became more serious after 
the territorial reform which reconfigured the 
local government units and their subordinate 
administrative units.
b) Even after the release of the DCMs for the 

transfer of immovable properties under the 
ownership or administration of local govern-
ment units, the latter ones, in many cases do 
not apply for their registration in the immov-
able properties’ offices. 

This is a confirmed issue for almost all local 
government units. For example, the Munici-
pality of Berat from about 900 of its assets, 
has registered in immovable properties reg-
ister about 60 of them. In the absence of data 
and public statistics, the Secretariat did not 
make to bring a full picture of all local govern-
ment units. In some cases, Municipalities do 
not prepare and/or transmit geographic in-
formation, together with the act of obtaining a 
title for registration at the immovable property 
registration offices. The reasons for these in-
actions relate to:

 » their inability to prepare relevant documen-
tation due to the lack of licensed topogra-
phers in the territory under their jurisdiction;

 » limited budgets available to carry out appli-
cation and payment of relevant fees at IPROs;

 » lack of interest in the development of these 
assets, which are largely degraded, and there 
is no economic interest by the private actors.

c) There are cases where local government units 
are not aware of the respective DCMs, while 
the property transfer process is not accom-
panied by institutional coordination that 
enables real-time registration and de-regis-

tration processes of these assets in the inven-
tories of both state institutions and local gov-
ernment units. 

In practice, there are cases, as in the case of 
the development of strategic projects-con-
cession contracts, when local government 
units have requested lease rights over as-
sets that were previously transferred to 
them via DCM, but because of their omis-
sion, they were not registered in immov-
able properties registration offices. Mean-
while, the company paid the lease regularly 
to the contractor-Ministry. To avoid de-
lays, blocking of works and other costs as-
sociated with them until the clearance of 
the case, the company paid the lease for the 
land used twice, once to the Ministry and 
once to the local unit.

Source: Consultation of the Secretariat with busi-
nesses
d) Non-fully inventoried pasture forestry fund-

31has created concerns in practice especially 
for the implementation of small HPP invest-
ments. 

In 2008, in the framework of decentralisation 
policies, over 50% of the forest and pasture 
fund was transferred to the ownership of the 
commune32. The process has been accompa-
nied by overlapping borders and numerous 
fragmentations of property, detached from 
one another, making it difficult to acknowl-
edge and manage this fund. For the local gov-
ernment units and the community, the func-

31  A concern raised by small HPP investors which has been 
re-affirmed in other meetings of the Secretariat as well as in the 
Strategy.
32  Another part was transferred to Ministry of Environment.
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tions of the transferred property are unclear. 
Among the main problems were the dividing 
boundaries between local government units, 
the overlapping of property titles, changes to 
the destination for land usage compared with 
the initial inventory of the former General Di-
rectorate of Forests and Pastures of 2004. 
No registration of assets has been made yet 
under the cadastral classification of “forest” 
and “pasture” at IPROs, and as an obstacle, it 
is claimed the submission of the maps at LI-
PROs at the required scale, generally, 1:2500, 
because, in the breeding and inventory plans, 
they are at the scale of 1: 10000 or 1:25000.

From the above analysis, it can be conclud-
ed that: The lack of inventory processes 
and/or transfer of state property (estimat-
ed 163,100 properties to be transferred) 
and their high level of non-registration 
(estimated about 233,000 state proper-
ties to be registered), the status of these 
assets remains unclear and uncertain for 
the investors, which entity is the owner or 
administrator, or which body has legally 
the title to be the owner of this category of 
property. Failure to register these assets in 
public registers has also been used to issue 
LAAs in violation of the law.

The draft law “On the Completion of Transi-
tional Property Processes,” in articles 29 and 
successive has addressed the above issues till 
a final solution conditioned by the proactive 
role of local government units, their budget ca-
pacities allocated for this purpose, as well as 
the willingness to fulfil their legal obligation 
that within 18 months from the entry into force 

of the law to complete the full updating of mapped 
properties and to be transferred in their favour. 
In Article 38, guarantees have been provi-
sioned to state institutions and local govern-
ment units to enable the initial registration 
of state property at SAC with reduced service 
fees. While for properties registered before 
the entry into force of the law, which update 
is carried out by the institutions and local gov-
ernment units, no fee will be paid.

4. Concerns regarding proper 
property registration are 
causing legal insecurity for the 
investors33. 

The state property given to investors in use, 
by concession or as a state contribution in 
the form of joint ventures is often not regis-
tered at the IPRO, and therefore, virtually 
no rights to use or any other factual rights 
can be created and recorded by investors 
on such unregistered property. This creates 
causes impediments to the investors in ob-
taining construction permits or registering 
the developed property on the unregistered 
state land and constitutes an obstacle to 
access to finance. Consequences are en-
dangering investments by becoming the 
source of damages to the investors and the 
state itself. 

Source: Consultation from the Secretariat with busi-
nesses and FIAA’s experts

33  The findings in this section have been highlighted 
during the consultation meetings with foreign and domestic 
businesses, FIAA and its members, experts, lawyers, 
representatives of private companies.
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a) In some cases, for investors who have entered 
into 1 Euro lease contracts for state properties, 
based on DCM No. 54 dated 05.02.2014 “On 
the definition of the criteria, procedure and 
lease method, emphyteusis or other contracts 
for state property”, it has been impossible to 
register the notarial lease contract at IPRO. 

IPRO makes the allegation that the leasing body 
had not specified the number of properties, or 
it did not map the object on the indicative map 
and did not associate to the contract the prop-
erty extract and indicative map. The situation 
remains persisting as long as there is no insti-
tutional coordination between state institutions 
themselves. A consistent solution would be the 
initial registration of state-owned assets ac-
cording to the requirements of registration of-
fices and then proceeding with lease contracts 
with investors. However, in a different optic, 
this would be a lengthy process that would limit 
the leasing of these assets to the private sector 
for economic purposes, which activities gen-
erate employment, tax revenues, and the im-
provement of the assets themselves.
b) State institutions are not always accountable for 

the documents they issue or the agreement they 
sign with investors in various areas by unjustly 
positioning investors against third parties. 

Cases have been identified that even when 
the state has guaranteed the investor for the 
non-existence of mortgages/pledges on the 
leased immovable property for development 
purposes in the area of energy or agriculture 
through concession contracts, the investor 
faced with claimants from alleged owners 
equipped afterwards with LAA (there is a 
reasonable suspicion that LAAs have been 

illegally issued) during the project devel-
opment. Although the concession contract 
clearly states the mutual obligations of the 
parties by ensuring that the leased property 
to the investor is a state property, investors 
are again obliged to pursue the administra-
tive and judicial institutional saga (though 
they are only the lessee party) and do not 
have the responsibility with respect to im-
movable property taken into use. 

Source: Assertion from the groups of interent during 
consultation phase

In one case, the private company (inves-
tor) had legally purchased from the state in 
2007 a land where an object would be built 
associated with respective investments. The 
Albanian state had provided the following 
guarantees: the land is free from collateral, 
mortgages, impediments and/or third-par-
ty rights of any kind; Property is free from 
any liability of any kind and is not leased, 
not used or is not occupied for any reason by 
third parties. The state had also guaranteed 
to hold sole and exclusive responsibility with 
respect to any claims that may be made by 
any person and/or entity on the title, posses-
sion and use of the site even after the sale, for 
whatever reason. Despite these guarantees, 
a third party has made allegations about 
this transaction since 2007, sending the case 
even to court. The litigation continues for 
years while the investor is considering to sue 
the state for all the damages he has suffered. 

Source: Case submitted to the Secretariat from Con-
findustria Albania
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Such situations expose the state to investors, 
undermine the legal security of the parties and 
the credibility of the institutions, but also dam-
age the state budget that must pay the damage 
caused by the failure to comply with the con-
tractual terms and eventually by the unilater-
al termination of the contract in favour of the 
concessionaire firm.
c) Enforcement of sanctions against concession 

companies for delays in the registration of 
concession contracts in immovable proper-
ties registration offices and non-coordina-
tion of state institutions. 

More specifically, a contract entered be-
tween the State (Ministry of Industry and 
Energy and the former Ministry of Econ-
omy) and the private company (the Con-
cessionaire). The object of the contract is 
to grant a ROT (rehabilitation - operation 
- transfer) concession type of a series of 
small local HPPs, mostly of low power, for 
the purpose of their rehabilitation, empow-
erment, and operation while at the end of 
the concession period their return to the Al-
banian state. The concessionaire is sanc-
tioned with a fine for non-registration of 
the Concession Contract by the IPRO. 
Although it has been proven that the pro-
ceedings have started in time and that the 
CIPRO gave right to the concessionaire’s 
concern, the IPRO decided to apply the fine, 
requesting the filing of the technical-legal 
documentation which is actually not is 
possessed in fact by the Concessionaire, but 
by MEI. Only with the intervention of the 
latter one it, it appears to have been decid-
ed on the further extension of procedures 

for the registration of this property which is 
not owned by the contractor, but the state 
itself. In addition, the bank accounts of the 
concession company were blocked because 
of a respective order by the Municipality 
due to the obligations related to the proper-
ty, currently unregistered. The concession-
aire is in difficulty as it can not operate in 
compliance with the ROT Concession Con-
tract, thus affecting the exercise of the con-
cessionary right to carry out maintenance 
work on these energy works, which in the 
end are owned by the Albanian State.

Source: Case submitted to the Secretariat by Confin-
dustria Albania

d) The costs of transitory processes on the prop-
erty registration, due to the country specifics, 
as a threat for sustainable investments34

 » Restitution and Compensation of Prop-
erties to Former Owners started as a pro-
cess in 1993, after the distribution of LAA’s 
which had begun pursuant to Law no. 7501. 
This caused numerous cases of property 
disputes over agricultural land distribut-
ed according to law no. 7501 and law no. 
133/2015 “On the Tackling of Property and 
the Completion of the Property Compensa-
tion Process”. As for the same property for 
which an LAA was issued to an agricultural 
family, it was subsequently given the de-
cision to return the property to the former 
owner, without providing clear rules on the 
priority between the property titles. 

34  The Secretariat has not analysed in details the transitory 
processes as not being the direct subject of this Technical 
Note.
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 » Legalisation of informal constructions, 
considered as a transitory and temporary 
process started in 2006, is still ongoing. It 
is estimated that up to now 152,000 objects 
have been legalised, while 75,000 remains 
legalised, while the registration process 
in the immovable property registers will 
still take time. Certificate of legalisation as 
property title has priority over LAA and de-
cisions on property restitution. Regular le-

galisations make an investor feel insecure 
as long as these procedures continue.

The above processes, until their closure, 
remain elements of insecurity for do-
mestic and foreign investors, especially 
for projects that require considerable 
land and forest (energy/agriculture in-
vestments etc.)

w w w . i n v e s t m e n t . c o m . a l

1. SPECIAL STATE PROTECTION AND 
INVESTMENTS

A mendments during 2010, to the law 
no. 7764 dated 02.11.1993 “On Foreign 
Investments”35 provided for the con-
ditions and procedures for granting 

special state protection. This type of protection 
was initially foreseen for foreign investments in 
general under a special procedure and then for 
strategic investors36 without any prior condition 
in cases where due to judicial disputes with third 
parties (including property disputes over proper-
ty real estate where the investment is made), the 
realisation of a foreign investment or the exercise 
of the economic activity arising out of or related 
to it is impeded.
Special state protection includes the civil law 
protection provided by the Government to for-
eign investments in cases where, due to judicial 

35  Amendments with the Law No.10316 date 16.09.2010
36  As defined according to the provisions of the Law 
no.55/2015 “On Strategic Investments”

conflicts with private third parties, the execution 
of a foreign investment or the exercise of eco-
nomic activity arising out of or related to it. The 
defence provides for the full replacement of the 
foreign investor by the Albanian state in the civ-
il-law conflict with private third parties. Through 
the special protection institute, the state guaran-
tees 100% of foreign investments. Currently, the 
state’s special defence as an institute remains 
valid until 31 December 2019, while virtually civil 
legal disputes over immovable property between 
investors and third parties may arise or extend 
their effect even after that date. The Secretariat 
did not find any evidence of the number of inves-
tors that benefited from this protection option. 

From the consultations that the Secretariat 
has had with AIDA, it is reported that in the 
case of strategic investments, the property is-
sue has been solved privately between inves-
tors and owners of immovable properties in 
the phases prior to the submission of business 
plans and the requirements for obtaining the 
status of a strategic investor.

OTHER 
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However, in some cases, investors have found 
it difficult to find the private landowner of 
land for negotiation, as many of the proper-
ties especially on the coast have not under-
gone any initial registration.
From the requests that AIDA has submitted 
to line institutions (about 9) including DAPL, 
ATP and IPRO etc. regarding ownership 
of immovable properties, institutions con-
firmed that were no property issues and the 
information provided by these institutions 
has been accurate and without problems.

1. Lack of consolidated property register, as 
an impediment for the implementation of 
the fiscal reforms.

The legal framework for the Fiscal Cadastre,37 as 
the central database of the real estate database 
serving for the administration of the immovable 
property tax, was adopted in 2017 as an expres-
sion of political will and as a necessity to fulfil the 
recommendations of IMF. Unable to have com-
plete data from the immovable property register, 
the current process requires an interaction be-
tween local government units responsible for up-
dating Fiscal Cadastre data and implementing 
some of the obligations that arise for these units. 
Although initially envisaged its implementation 
since 1 April 2018, there is still no clear stage of 
the process and how will the process continue 
within the institutional  coordination and role 
of SAC, local self-government units and the Gen-
eral Tax Directorate of Assets.

37  Law No.106/2017 On Some Amendments and Addenda 
to the Law No.9632 dated 30.10.2006 “On Local Taxes 
System” as amended.
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RECOMMENDATION 1.
A modern vision for a new standard 
on the registration of property which 
takes into account private sector 
priority interventions  
The vision of the Government to be updated in 
a consolidated document by considering which 
recommended intervention is of highest priority 
from the private sector’s point of view and which 
is feasible from the Government’s point of view, 
including concrete proposals for implementa-
tion such as:
a. What is the vision of decision-making in 

2019 regarding options for resolving proper-
ty registration issues in relation to stimulat-
ing investments in priority sectors (agricul-
ture, tourism, natural resources)? Will it be a 
cross-cutting strategy or a stand-alone strat-
egy? What approach will be used for the cost 
or the incentivising to solve the elements of 
social conflicts closely related to the over-
lapping of property titles? To be considered 
solving property-related issues in coherence 
with priority development areas for investment 
stimulation (Agriculture, Tourism), but respect-
ing property rights.

b. rafting of an Action Plan specifying the ac-
tivities / deadlines / costs / responsibilities 
/ indicators for monitoring, interventions at 

all levels for the consolidation of the property 
registry and its digitalisation;

c. Given that corruption remains one of the 
main factors hampering the business cli-
mate in the country and the lack of a credible 
justice system, it is suggested for the reform 
on the property to consider concrete mea-
sures that restrict corruption practices of the 
administration in the interaction with the 
business and vice versa.

RECOMMENDATION 2.
Monitoring the progress of property 
reform 
Law No.111/2018 “On Cadaster” and the Draft 
Law “On the Finalisation of Transitory Process-
es” provision many procedures, measures, activ-
ities and deadlines. (e.g., transitory processes are 
thought to last up to 10 years), finalisation of the 
update of inventory and transferred properties 
to institutions/local government units within 18 
months), which fulfilment is of public interest. 
In view of the transparency of these processes it 
would be suggested: 
a. Developing instruments for the monitoring of 

the reform and the respecting of deadlines, 
such as establishing a Monitoring Commit-
tee, including business representatives (e.g., 
from the banking sector), business associ-

RECOMMENDATIONS

ON INVESTMENT AND
LEGAL SECURITY
ON PROPERTY

498 499



ations, and civil society to enable not only 
transparency of funds but also to provide 
suggestions for coping with the challenges of 
such a crucial reform for the country’s econ-
omy where postponement of the deadlines 
and final solutions only degrade the situa-
tion.

a. Publication of monitoring reports or minutes of 
committee meetings in view of the transparen-
cy to the public on the status of transitional 
processes, to monitor the established dead-
lines.

a. Creation of an interactive platform under the 
administration of SCA to oversee all the mea-
sures and steps of the reform, public and stake-
holder comments, legal and sub-legal acts appli-
cable in the area of   property.

We understand that the credibility and achieve-
ment of the reform will also depend on the mon-
itoring of its performance and not just on laws 
and regulations laid in the paper. The above 
steps are evenly crucial and they will help to 
identify weaknesses and reasons for not making 
progress, by suggesting necessary adjustments 
to the reform targets and strategy.

RECOMMENDATION 3.
Public Consultation with Parties and 
Interest Groups on the Draft Law 
“On the Finalisation of Transitory 
Processes on Property”
During the consultation phase of the findings 
and recommendations of this Technical Note, 
business associations and experts contacted by 
the Secretariat claimed that they were not con-
sulted or contacted to give their opinions on the 
draft law. Considering that the draft law is still 
under review process at the Albanian Assembly, 
this period should be used for its consultation 

with various interest groups, chambers of com-
merce and business associations.

RECOMMENDATION 4.
Drafting of a priority list of state 
property registration (part of the 
Action Plan) 
As a first step of political commitment and affir-
mation to the reform, it is suggested:
a) Full (initial) registration of property for state 

institutions to decisively resolve first of all 
problems with the registration of the institu-
tions where the state is the owner and where 
the administration executes its functions 
and provides public services.

b) Registration of leasing contracts entered 
into until to date and the registration of con-
cessionary contracts for properties owned 
by the state (agriculture, energy, tourism, 
etc.) by central Government at the State Ca-
dastral Agency.

c) Specify a priority list of properties that are 
“clear” from any type of burden to enable 
investment promotion. Concession or lease 
contracts for state-owned properties should 
be signed by the state institutions only after 
their registration at SAC.

d) Public transparency on the status of con-
tracts awarded or leased in the field of Ag-
riculture, Energy, Tourism, by publishing 
a report that reflects not only the status of 
state-owned property, but also detailed in-
formation such as the level of investment vis-
à-vis the initial business plan, as well as the 
main issues faced by the investors and the 
state. 

e) Formalisation of the unregistered buildings 
not owned by the state through the use of 
“temporary” incentives, especially in tour-
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ism or agro-tourism as priority sectors = e.g., 
“free for a 6-month period” to also have an 
impact on the state budget.

RECOMMENDATION 5.
Institutionalise the updating process 
between GLP and the information 
recorded in the registers of immovable 
properties (priority areas for investment, 
including the areas where the state is 
the owner). 
Meanwhile, for timely and continuous informa-
tion of any legal dynamics related to the property 
and the role of the municipalities – to encourage 
the awareness of the municipalities about the 
GLP registration and any changes related to it. 

RECOMMENDATION 6.
The Draft Law “On the Finalisation of 
Transitory Processes on Property”
(Sections 30 et seq.) does not foresee sanctions 
for local government units as relates to the up-
dating of inventoried/transferred properties 
which should be completed within 18 months of 
its entry into force. It is suggested for the law to 
provide a penalty element against them, which 
would increase the guarantee for the enforce-
ment of the legal obligations as relates to this 
process of national interest. 

RECOMMENDATION 7.
Municipalities, especially large ones, 
can not make the registration of 
their properties with the argument of 
lacking funds38or independence in the 
framework of decentralisation reform.

38  Comment: We point out that municipal revenues have increased 
as a result of the local tax increase which is reported among the three 
major factors influencing the business climate (2018 IC Survey).

 Therefore, municipalities that cover the areas of 
priority investments should: 

 » Establish a Working Group in relation to the 
progress made on the transferring, mapping 
and full registration of their properties. The 
Working Group shall report in the meetings 
of the Municipal Council (as the authoris-
ing authority for leasing their disposition or 
alternation).

 » Reporting of the Working Group to be docu-
mented and made public. 

 » The Municipal Council should plan a special 
budget line on the inventoring and registra-
tion of state properties if considered a strate-
gic process.

RECOMMENDATION 8.
In the context of no full public 
statistics on the number or profile of 
judicial cases, between investors and 
state institutions on property-related 
issues in national or international 
courts, and for purposes of a deeper 
analysis, we would suggest initiating 
this process through a working group, 
for example, from the MSEP at the same 
time with the consolidating of the initial 
property registration. 

RECOMMENDATION 9.
Digital Cadaster for state properties to 
be online and with free access for the 
general public. 
As a constant demand of the business and cit-
izens and in the function of transparency, this 
measure would be welcomed also in the view of 
accountability towards taxpayers.
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RECOMMENDATION 9.
Unification of operational and advisory practic-
es provided by the regional cadaster directorates 
for the users of cadaster services, particularly for 
financial institutions. Publication of SAC unify-
ing orders in real time on the SAC official website 
together with the inventory of applicable sectoral 
laws and sub-legal acts to enable the functioning 
of the cadaster services as a single one.

RECOMMENDATION 9.
Progress of the fiscal cadastre is conditioned by 
the lack of a complete property register, non-ver-
ification in the grounds by municipalities, lack 
of capacity in small municipalities and political 
will in major municipalities, lack of interaction 
between institutions. Political engagement has 
already been affirmed since the Government has 
allocated budget funds (e.g., a directorate at MFE 
filled with staff and funding made available also 

from donors), the platform has been set up but 
the concrete steps and its implementation timing 
needs to be more realistic, to be revised as they de-
pend on the performance of the preliminary pro-
cesses that are currently on “standby”.

RECOMMENDATION 9.
Reform on property should be supported by con-
crete measures as relates to:
a) continuous training programs for all public 

servants which provide business services, 
especially on their rights and responsibilities;

b) support the reform with human resources 
and allocate necessary funds for the closing 
of procedures related to property registra-
tion;

c) SAC to establish specific evaluation systems 
on its staff performance in line with the insti-
tution’s objectives on annual performance 
and executed procedures.
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AIDA  Albanian Investment Development Agency
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GDP  Gross Domestic Product
GFCF  Gross Fixed Capital Formation 
GIZ  German Cooperation
IC  Investment Council
ICT  Information Communication Technology
INSTAT  Albanian Institute of Statistics
KESH  Albanian Power Corporation
MIE  Ministry of Industry and Energy
NFA  National Food Authority
NSDI  National Strategy for Development and Integration 
OSHEE  Electric Power Distribution System Operator
p.p.  Point per cent
PPP  Public-Private Partnership
REA  Regional Economic Agenda
RIRA  Reginal Investment Reform Agenda
KISSIC  Committee of Strategic InvestmentsStrategic Investments Committee
TEDA  Free Economic Area
UNCTAD  United Nations Conference on Trade And  Development
VAT  Value-Added Tax
WB  World Bank
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N ew economic model, business free-
dom and openness to markets gave 
Albania a significant economic impe-
tus after the 1990s. The country faced 

the challenge of economic remodelling to enable 
sustainable growth, where property rights, free-
dom in doing business and integration with oth-
er countries’ economies became the new pillars 
underpinning the country’s economic and social 
development. The main sectors supporting the 

country’s economy were industry (58% of GDP) 
and agriculture1 (25% of GDP). Meanwhile, the 
changes that followed brought about the trans-
formation of the Albanian economy structure2. 
New unknown sectors began to flourish, and 
now the economy’s structure is focused on ser-
vices that provide about 50% of GDP, followed by 
Agriculture with 19%, Extraction and Manufac-
turing with 9% and the Construction Sector with 
around (9%). 

1  Organized in the forms of agricultural cooperatives.
2  According to INSTAT data, in 1991, Industry's contribution 
to GDP was about 58%, mainly concentrated in the food 
industry (26%), light industry (19%) and extractive industry 
(14%). The second largest contributing sector was Agriculture 
with about 25% of the total followed by the Construction 
Sector with about 8%.

INTRODUCTION  

Source: INSTAT

 Figure 1.  GDP growth in Albania, 1981-2018
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Based on the latest World Bank (WB)3 analy-
ses on the Western Balkans, it turns out that the 
growth trend is positive compared to EU coun-
tries4, but the growth outlook varies from country to 
country, e.g. growth will accelerate in Bosnia and 

3  Western Balkans Regular Economic Report: Spring 2019
4  Where the average growth for the period 2019-2020 is 
projected at 3.7% down from the 3.8% growth of 2018.

Herzegovina, Kosovo and North Macedonia and 
will decrease mainly in Albania and Montene-
gro. Completion of the two major energy projects 
in Albania will affect the slowdown in economic 
growth.

Source: World Bank 

 Figure 2.  Growth Perspective in the Western Balkans, 2018-2020

 

0

0.5

1

1.5

2

2.5

3

3.5

4

4.5

5

Albania Bosnia and
Herzegovina

Kosovo North 
Macedonia

Montenegro Serbia

2018 2019 2020

A WB study5 estimates that an opportunity for 
Albania and the Western Balkan countries to se-
cure sustainable growth is to rebalance econom-
ic growth from consumption toward investment, 
from domestic demand toward external demand 
and from the public sector toward the private sec-
tor. Therefore, small countries like Albania6 need 
to find their niches in the global economic chain 
in the context of integration into the global economy.

5  WB “The Western Balkans revving up the engine to 
growth and prosperity” (2017)
6  Compared to 1990, Albania has increased its GDP by 
2.4 times, growing at relatively high rates, averaging 7.8% 
per annum, while after the financial crisis Albania's economy 
slowed to an annual average of 2.7%, no longer reaching pre-
crisis levels.

In this context, the object of the analysis in this 
paper is to stimulate debate on the sustainable 
growth options of investments and potential re-
sources. The analysis focuses on the latest dy-
namics of economic growth in the country, high-
lighting the private sector’s perceptions on the 
need for a market where the principles of long-term 
sustainability drive growth and enable an optimal 
balance between nature, labour, social and finan-
cial capital.
This Discussion Paper does not provide exhaus-
tive recommendations for addressing issues 
raised at the strategic or sectoral level but in-
tends to stimulate professional discussions on 
the development model of priority sectors.
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T he steps taken by the Secretariat to 
stimulate debate on investment, mod-
el and development of new potential 
sectors are as follows:

(i) Desk research on strategies, documents, 
laws and by-laws7 about concrete policies 
and measures to promote and develop in-
vestment in the country. Research of in-
ternational reports such as EU Progress 
Report 2019, US Department of State In-
vestment Climate Statement 2019, West-
ern Balkan Regular Economic Report 
WB, World Economic Outlook IMF, OECD, 
UNCTAD (for more details see Bibliogra-
phy). 

(ii) Analysis of individual issues of business-
es and business associations recorded 
chronologically by the Secretariat during 
2015-2019 in its database.

(iii) Face-to-face consultations with around 40 
representatives of business associations/

7 The reform of the Regional Economic Area (REA) has 
already been formalized in the context of the country's EU and 
regional integration processes. One component of REA is the 
Investment Agenda (RIRA), which aims, among other things, at 
harmonizing the legal and regulatory framework of investment 
in the country with international best practices.

state institutions/companies (17 CEOs) and 
foreign embassies. The meetings were con-
ducted on a pre-structured questionnaire, 
focusing on a) the current situation, expec-
tations on investment growth potential in 
the country, b) the role of the legal and regu-
latory framework in attracting investment, 
as well as c) the main obstacles businesses 
face in the overall investment climate. The 
selected companies are representative of 
the main contributing sectors to economic 
growth, mainly in the fields of energy, tour-
ism and agriculture.

(iv) IC survey on “Investment Climate” during 
2015-2018 (2019 in the process)

(v) Focus Group Meeting held on 24 Septem-
ber 2019 with participants from business 
chambers, associations and independent 
experts to discuss and validate preliminary 
findings of this document and possible rec-
ommendations.
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B ased on international benchmark-
ing indicators, we note that Albania 
has improved its positions on Eco-
nomic Freedom Indicators8, ranked 

52nd out of 186 countries. The situation is also 
improved in the Doing Business 20199 indica-
tors, where Albania has improved in 8 out of 
10 indicators. Meanwhile, Corruption Percep-
tions Indicators10 rank Albania 99th out of 180 

8  Economic Freedom Index, The Heritage Foundation 2019
9  World Bank, Doing Business 2019
10  Transparency International 2019, 

countries, while in the World Competitiveness 
Index 2019, Albania is ranked 76th out of 140 
countries.
In the last decade, the average annual growth 
rate has been around 2.7%,11 supported by the 
services sector, which covers on average 46% of 
GDP, followed by the agriculture sector covering 
on average 19% of GDP, the industry and con-
struction sectors covering 12% and 10% of GDP 
respectively. The economy relies mainly on do-
mestic demand, and consumption is the engine 
that drives the economy, making the largest con-
tribution to economic growth, on average 1.912 pp.

11  The data series in the material covers the period 2010 – 
2018 
12  Annual mean 2010-2018
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Following the 4.1% growth recorded in 2018, ac-
cording to the latest INSTAT data13, GDP growth 
in the first quarter of 2019 slowed down, and 
the economy grew by 2.3% (during the first half 
of 2018, growth was 4.3%), mainly as a result of 
the negative contribution of industry, energy and 
water. 
Although there are opposing opinions as to 
whether a public investment or private in-
vestment provides sustainable and long-term 
growth, there is a consensus that investments 
are a key factor in the economic growth of a coun-
try. Thus, the analysis of the International 
Monetary Fund14emphasises that the need for 
investment in emerging markets and economies 
remains a key and irreplaceable factor. Since the 
early 2000s, high investment rates have been 
a major factor in significantly higher econom-
ic growth in emerging markets and economies 
than in developed economies, which has also 

13  Instat 2019
14  World Economic Outlook

helped narrow the income gap in these coun-
tries. 
According to the latest report released by UNC-
TAD15, FDI inflows globally have continued to 
decline for the third consecutive year. In devel-
oped economies, flows have reached their low-
est point since 2004, while in developing coun-
tries, FDI inflows have continued their upward 
trend, being stable. As a result, the share of emerg-
ing economies in the world FDI flows has reached a 
record of 54%.
Compared to the region’s countries, Albania is 
among the countries with the highest inflows of 
foreign investments since 2010, both in terms of 
value, ranked behind Serbia and as a percent-
age to GDP, ranked after Montenegro. As shown 
in the figure below, Serbia is the most attractive 
country for FDIs in the Western Balkans region, 
which despite volatility has always had the high-
est inward FDI.  

15  World Investment Report, 2019
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 Figure 4.  Inward Foreign Direct Investment in the Western Balkans 

Burimi: World Development Indicators

Starting from 2013, inward FDIs in Albania 
have continued a slight downward trend (9.8% 
of GDP), reaching 8% of GDP at the end of 2018. 
Inward FDIs in Albania16, at the end of 2018, fo-
cused mainly on Electricity, Gas and Water Sup-
ply (46% of total) and Extractive Industries (17% 
of total).
Meanwhile, in the countries of the region, the 
sectoral distribution of inward FDI is presented 
differently. In Serbia, the main sectors of FDI are 
the financial sector and the processing industry, 
such as automotive, electricity, food and textile. 
In North Macedonia, during recent years, FDIs 
have been in the automotive industry sector; in 
Bosnia and Herzegovina, the highest inflow sec-
tors are industry, banking and telecommunica-
tions; while in Montenegro, the dominant sector 
is tourism.
Based on data published by UNCTAD, compared 
to the countries of the region, starting from 2010, 
Albania has attracted a low number of greenfield 
projects.

16  www.bankofalbania.org

As a small transition economy, the Albanian 
economy has made significant progress in for-
eign trade performance. According to the WB 
Report “Strengthening Albania’s Trade Compet-
itiveness” (June 2019), Albania has surpassed 
annual world trade growth and has achieved up 
to 11% average annual growth17. Albania’s chal-
lenge in terms of exports remains the basket 
of exported goods focused on low value-added 
products18. Regarding the structure of export-
ed goods according to technology 19, Albania 
represents a difference from other countries, 
where 90% of exported goods are mainly products 
that require high manpower and natural resourc-
es. The Balkan average for this product cate-
gory is at 50% of exported goods. This poses a 
challenge to the country’s competitiveness vis-à-vis 
the region, to attract high-tech industries and 
to increase the value of its domestic and export 
products. 

17  Strengthening Albania’s Trade Competitiveness, WB, June 2019
18  Strengthening Albania’s Trade Competitiveness, Banka 
Botërore, June 2019
19  Sanfey, Milatovic, Kresic, 2016
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1. GOVERNMENT’S VISION 

F rom the analysis of key government 
country’s policies20, it is noted their 
orientation towards the industriali-
sation of the country to ensure sus-

tainable growth. Sectors to be supported, as 
per strategic documents,21 are “Energy and 
Natural Resources”, “Hydrocarbons”, “Mining 
Industry”, “Agriculture”, “Tourism”, “Culture 
and Cultural Tourism.” Within the Nation-
al Strategy for Development and Integration 
framework, the respective strategies have 
been drafted according to the priority sectors. 
Among others, we can mention: 

 » “Business and Investment Development Strat-

20  In its program, the Albanian government states that 
“special attention will be paid to economic and financial 
policies that stimulate investment in the growth and expansion 
of industrialization through increased industrial activities. This 
will aim at increasing the production and processing capacity 
of the industrial sector in Albania. Focusing attention on 
increasing the country's light industrialization level is one of 
the priorities of our governance in the 2017-2021 mandate. ”- 
Government Program 2017 - 2021
21  National Strategy for Development and Integration 2015-
2020, National Business Development Strategy 2014-2020

egy 2014-2020” is the key document where 
national policies and their implementation 
can be identified in the context of business 
development and investment growth in Al-
bania. 

 » “Cross-Sectoral Strategy for Rural and Agri-
cultural Development 2014-2020”, with the 
primary objective of defining the strategic 
framework for addressing the challenges 
faced in the agricultural and agro-process-
ing sector as well as sustainable economic, 
environmental and social development of 
rural areas. 

 » “Digital Agenda Strategy 2015-2020” aims at 
more coordinated and efficient investment 
management in the Information and Com-
munication Technologies sector to provide 
quality services to citizens and improve 
their living conditions. 

 » “National Strategy for Information Technolo-
gy and Information Science 2017-2022” sets 
out the policy, vision, goals, and strate-
gic objectives of developing scientific re-
search, technology, and innovation. 
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 » “National Transport Strategy 2018-2021”, 
with the main aim of developing an effi-
cient integrated transport sector in the 
region and beyond to support economic 
development and improve citizens’ quality 
of life.

 » “National Energy Strategy 2018-2030” incor-
porates the necessary changes needed to 
increase the security of energy supply and 
optimise resources to meet the needs with 
the main objective of sustainable develop-
ment of the economy.

 » “National Strategy for Sustainable Tourism 
Development 2019-2023” with the vision 
of transforming Albania into a welcom-
ing, attractive and authentic destination, 
aiming at sustainable development of the 
country’s economic, natural and social po-
tentials.

As noted above, some of the national strategies 
are close to their deadlines, and it is perhaps 
the critical moment to analyse the impact and 
open debate on the vision of the next 5-10 years 
and decide on the country’s economic model. 
The moment becomes more strategic considering 
also the prospect of the country’s EU integration 
and alignment with the “acquis communittaire”. 

2. FISCAL POLICIES 
In the macroeconomic context, in recent years, 
Albania has undertaken concrete measures 
to forecast key economic indicators, reducing 
public debt, controlling PPP contracts, contrib-
uting to the country’s macroeconomic stability 
and the ability to capitalise on the market.  
The fiscal rule adopted in 201622stipulates the 

22  Law 54/2016 “On some amendments and additions to 
Law no. 9936, dated 26.6.2008, “On the management of the 
budgetary system in the Republic of Albania”, as amended 

reduction of public debt to 45% of GDP. Also, 
based on the same rule, the country’s current 
revenues will cover current expenditures and 
then finance Public Investment. The same rule 
attempts to control the careful use of public 
money with PPP contracts23. Also, fiscal pol-
icy changes with effects on tax revenues are 
foreseen to occur only once a year and no later 
than three months after the end of the budget 
year. 
Recent fiscal packages have made it possible 
to reduce capital taxation by improving the 
business climate. Reducing the dividend tax 
from 15% to 8% as a double taxation measure 
has been welcomed by the business as it helps 
to capitalise on the market by boosting con-
sumption and investment growth in the econ-
omy. Also, extending the taxable wage base to 
ALL 150,000 will help reduce the labour cost of 
retaining skilled workers. 
Regarding fiscal measures to incentivise in-
vestments in technology, the Albanian legisla-
tion includes exemptions from VAT on the supply 
of agricultural machinery and equipment, active 
processing machinery and agri-business. This is 
a measure that seems to have contributed to 
the increase in the import of machinery equip-
ment in the country and the increase of Alba-
nian exports of agro-processing products24. 
The government has also incentivised the ICT 
sector, reducing the corporate tax rate from 15% 
to 5% for software production/development com-
panies. According to INSTAT, during 2018, the-
re were 742 new companies in the field of In-

23  Paragraph 4/2 of Law 58/2016 “The total amount of 
annual net payments made by general government units 
resulting from concessionary contracts or public-private 
partnerships (PPPs) shall not, as a rule, exceed the limit of 5% 
per cent of actual tax revenue for the preceding budget year”
24  INSTAT (2019), Foreign Trade
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formation and Communication, mainly small 
companies with up to 9 employees. 
The incentives undertaken in the field of touri-
sm to boost the agro-tourism sector have also 
led to the growth of new start-ups in 2018, with 
3,120, thus affecting the growth of the workfor-
ce. 
To stimulate debate between policies and their 
impact on different sectors of the economy, 
the graphs below provide the performance 

of gross fixed capital formation in machinery 
and equipment, agriculture and software and 
databases as indicators of investment in the 
economy. Overall, the trend in the agricultural 
sector is declining, indicating the negative contri-
bution of this sector to the overall Gross Fixed Ca-
pital Formation (GFCF), while in software and 
databases, the trend is increasing, indicating 
the advantage this sector has received in in-
vestments in the economy. 

 Figure 7.  Formation of Gross Fixed Capital (growth in %)

Source: INSTAT
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We also highlight dedicated sectorial incentives 
aiming at investment promotion. Following le-
gal and regulatory incentives provided to stra-
tegic investors (one-stop-shop administrative 
procedures through AIDA with special/assisted 
procedures granted to investors) or financial 
incentives to potential investors in free econom-
ic zones (TEDA) during 2015-2016, additional 
incentives were provided. These are mainly tax 
incentives for tourism/agritourism accommoda-
tion structures that seem more aggressive com-
pared to other countries. A detailed summary 
of such incentives has been prepared by Secre-
tariat when analysing informality in the tourism 
sector25. 
Also, for this analysis, the Secretariat has up-
dated the comparative matrix (prepared in April 
2017 in collaboration with AIDA). 

 » What is common to most countries in the 
updated matrix (Annex B) is that they have 
adopted a progressive tax on income and dif-
ferent VAT rates depending on sectors.

 » Additionally, Albania applies a tax reduction 
on dividends from the normal rate of 15% to 
8% and the lowest minimum turnover of ALL 
2 Mln for VAT purposes. It implemented a 
package of fiscal measures for tourism and 
agrotourism in an effort to promote the set 
up of accommodation structures.

 » Countries like North Macedonia and Serbia 
are more aggressive in targeting investors in 
other sectors through national and region-
al economic free zones and direct reward-
ing policies for any new job openings in the 
country.

We emphasise that while taxation is recognised 
as an important factor in companies’ invest-

25  IC Meeting No.14

ment decisions, it is not the main determinant 26. 
Foreign Direct Investment is attracted to those 
countries that offer market entry and profit op-
portunities, predictable and non-discriminatory 
legal and regulatory framework, macroeconom-
ic stability, responsible and capable workforce, 
and well-developed infrastructure. It is all these 
factors that in their entirety affect the long-term 
benefit of a project.

3. INVESTMENT LEGAL FRAMEWORK 
DYNAMICS 
The IC Secretariat has previously27 prepared an 
analysis of the legal framework applicable to 
investments. As agreed in the IC, the outcome 
of this analysis was that Albania has adopted 
liberal legislation, especially concerning foreign 
investments in the country based on the non-dis-
crimination principle between domestic and for-
eign investors. More concretely:
a) The main laws that address issues related 

to foreign investments are:
 » Law No. 7764/1993 ‘On Foreign Invest-

ments’ amended with Law No. 10316 dat-
ed 16.09.2010 and Law No. 46/2017 dated 
13.04.2017.

 » Law No. 55/2015, ‘On Strategic Investments’
 » Law No. 9789/2007 ‘On the Establishment 

and Functioning of Economic Zones’ was 
amended by Law no. 54/2015 ‘On the Cre-
ation and Functioning of Technology and 
Economic Development Areas’, which pro-
vided specific fiscal incentives for the eco-
nomic activity of new industries, innovative 
technologies, information technologies, in-
dustries that meet international standards 

26  Tax Effects on Foreign Direct  Investment, OECD 2018
27  Meeting No.13 of IC- On the Investment Legal Framework 
(18 June 2018)
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of pollution elimination, efficient industries 
on energy use as well as high productivity in-
dustries, concerning employees.

 » Law No.125/2013 “On Concessions and Pub-
lic-Private Partnership” amended with Law 
No.88/2014 and Law 77/2015 and lately sub-
ject to discussions related to the restriction of 
PPPs for unsolicited offers.

b) Draft – Unified Investments Law
For more than 2 years now, it has been under the 
discussion preparation of a unified investment 
law 28. It is expected to be finalised within 2019, 
along with the related by-laws, aiming to improve 
investor confidence by creating mechanisms for 
attracting, maintaining investments, handling 
their complaints (investor grievance mechanism) 
and improving the institutional framework. 
Some of the main comments and issues suggest-
ed to be considered are related to the following:
(1) Clarification of strategic objectives and na-
tional policies which orient investments:
(a) Although investors take risks in return for 

profit, they consider sustainability and 
clarity of strategic priorities one of the 
main drivers of decision-making. Based 
on Secretariat’s consultations with the 
business, it comes out that companies 
demand a  sustainable and clear focus on 
economic policies in the sectors/activi-
ties (e.g. services) that are in coherence 
with Albania’s competitive advantage (e.g. 
cheap labour force), natural resources and 
infrastructure (transport, energy and elec-
tronic communications)

28  Objective set by the Investment Policy Roadmap of the 
Albanian Government approved by DCM No. 579, dated 
03.08.2016.

(b) In the framework of enhancing the country’s 
competitiveness, directing public invest-
ments toward the improvement of infra-
structure, institutions and services for the 
business would strengthen the impact of 
legislative reforms in the investment climate. 

(2) Administration and Institutions 
(a) Re-dimensioning of the administration to 

guarantee the responsible and effective im-
plementation of the principles sanctioned in 
the laws;

(b) Increasing the capacity of regulatory bod-
ies, especially in specific industries such as 
electronic communications, hydrocarbons, 
financial services and insurance;

(c) Fighting corruption and institutional practic-
es that limit fair competition and open mar-
kets;

(d) Investor support institutions and structures 
responsible for handling their grievances. 

(3) Access, transparency and assessment of 
incentives on investments
(a) Making public of the analysis of the impact 

of Law 55/2015 “On Strategic Investments” 
in attracting investments and the status of 
those investments.

In the discussion phase is also the approval of the 
draft law “On the Establishment of the Albanian In-
vestment Corporation”, which has been the subject 
of discussions, comments and revisions by Alba-
nia’s development partners. This law is expected 
to give impetus to TEDA/Free Economic Zone 
projects where the state can act as a developer/
co-developer partner.
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B ased on the above, as well as on the 
face-to-face consultations with the 
business representatives regarding 
the country’s strategic approach to 

potential investments, current and future (na-
tional, regional or global) challenges for sustain-
able growth, the Secretariat has identified the 
main findings at several levels as follows:

FINDINGS

 Figure 8.  Perception of the Private Sector on the Main Factors to be Improved 

Source: IC Secretariat’s Own Data Processing from Face-to-Face Consultations with the Business (September 2019)
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1. Difficulties in focusing policies as 
per the declared vision 

Despite the existence of strategic documents 
that set out policy directions, in reality, the focus is 
not always consistent over time and with supporting 
projects. Thus, the National Strategy for Develop-
ment and Integration (NSDI) is the key national 
strategic document supporting the country’s 
sustainable social and economic development29. 
It combines the development agenda with the 
country’s integration processes, summarising 
the vision, priorities and major national objectives. 
Based on the vision set out in the NSDI30, relevant 
strategies have been developed according to the 
sectors identified in this strategy to achieve the 
major objectives31. For instance, we highlight that 
the selection of tourism as a priority sector with 
potential for sustainable growth in the country 
was initiated with the adoption of the NSDI in 
2014 and included in the Law for Strategic In-
vestments (2015) or the 2018 fiscal incentives. 
Meanwhile, the strategy was approved only in 
June 2019. This time period, coupled with polit-
ical and institutional changes, is considered to 
have influenced the sector’s investment poten-
tial and certainly the focus of the interventions. An-
other example is the announcement of important 
infrastructure projects for the development of 
tourism, such as the construction of the airport 
in Vlora, ports, road infrastructure towards tour-
ist areas which are significant incentives for in-
vestors, but major challenges are related to their 

29  https://www.kryeministria.al/strategjia-kombetare-per-
zhvillim-dhe-integrim-2015-2020/
30  About 37 cross-cutting strategies and national programs 
are based on the NSDI 
31  (1) Growth through macroeconomic and fiscal stability (2) 
Growth through increased Competitiveness (3) Human capital 
investment and social cohesion (4) Growth through sustainable 
use of resources and territorial development.

respective implementation and deadlines.
In the meantime, we note that, for instance, the 
package for fason, if we refer to the figures and 
process - can be considered as a success story of 
the collaboration between the state and the busi-
ness. Based on INSTAT32 data, the number of en-
terprises in the processing industry increased by 
29%, the number of employees by 37%, while the 
added value in the economy increased by 46%. 
The measures taken in collaboration with the 
business and the focus of the state on the imple-
mentation of these measures turned the fason 
sector into a promoter of employment growth, 
increased exports of “textiles and footwear”, and 
attracting more investors in the sector. Since 
2014 (the year of presentation of the package), 
exports in the “textile and footwear” group have 
increased by an average of 14% per year and this 
group of goods has increased its share in the ex-
port structure from 28% in 2013 to 44% in 2016, 
two years after the application of the proposed 
package. 

2. Lack of data or even impact 
assessments of strategies such 
as Business Development and 
Investment Strategy 

We emphasise the importance of monitoring re-
ports as important instruments for measuring 
the progress made. For instance, if we refer to the 
latest monitoring report (prepared by GIZ), 70% 
of the activities within the Business and Invest-
ment Strategy have been carried out. However, to 
truly judge the progress made and the challenges 
faced to build the vision, we consider it import-
ant to analyse the impact and performance in-

32  INSTAT (2018), Register of Enterprises
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dicators. In the meantime, monitoring specific 
indicators’ performance would help identify and 
take appropriate measures to help achieve the 
objectives under the specific components.

3. Availability and quality of work-
force vis-a-vis market demands - 
the main challenge of the future 

During consultations with investors, the Secre-
tariat observed that they consider it very import-
ant in their decision-making whether to invest in 
the country, the availability and quality of work-
force—an issue already tackled by the IC since 
February 2017. 

Figure 9.  Perception of the Private Sector on Its 
Future Challenges in Albania

* “Other” includes property, certification of 
products, system and institutions, clientelism
Source: IC Secretariat’s Own Data Processing from 
Face-to-Face Consultations with the Business (Sep-
tember 2019)

In the meantime, we also highlight the fact that 
according to published data33, Albania ranks 
among the top 20 countries (17th in 2016) for em-
igration. The problem is extremely important 
and requires integrated and emergency inter-
vention at several levels. We also highlight prog-
ress towards improving the regulatory frame-
work and focusing on vocational education 
(Law on Promotion of Employment, March 
2019 / Law No.15 / 2017 “On Vocational Educa-
tion in the Republic of Albania / Some DCMs 
Approved in 2018); results are to be monitored. 

4. Access to land issues that 
refers to land titles and land 
administration34 is also a 
significant impediment for 
attracting investments in 
strategic sectors, especially 
in agriculture and remain a 
major bottleneck for improving 
the investment environment 
in Albania. The forecast 
improvements with the latest 
developments of a new legal 
and institutional framework on 
Cadastre are quite expected.

The IC Secretariat has already tackled the is-
sue (IC Meeting XVI, May 2019) by providing 
relevant recommendations. In short, it is high-
lighted that a) there is no unique complete and 
consolidated register of immovable properties 
yet, which in particular influenced potential-
ly the investors’ decision in agriculture and 

33  UNDP, https://www.undp.org/content/dam/albania/docs/
Brain_Gain%20web.pdf
34  Issues identified in the previous IC Meeting No.16.

What is the future challenge of the business in Albania?

69%31%

Workforce Other
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tourism35, b) although the Law No.55/2015 “On 
Strategic Investments” under article 31 pro-
vides for establishing the Strategic Investment 
Support Real Estate Fund36, to date there is not 
yet a comprehensive register of such proper-
ties, their status and category c) access to land 
limitations has been an issue also identified 
by EU37, foreign investors and professionals 
during the consultation phases of the new draft 
law on investments38 as a formal restriction to-
wards foreign investors.39

5. Various legal and regulatory 
issues in the Investment climate 
already tackled by the IC, briefly 
summarised in the following table: 

Non-functional judiciary system to ade-
quately respond to the requests of the busi-
nesses for fast and fair resolution of dis-
putes. 
There are thousands of requests for court 
hearings in the Administrative Courts 
which from years now have failed the mis-
sion since their establishing for resolving 
cases within 60 days. More than 30,000 
cases are waiting in the High Court40. A 

35  EU Progress Report 2019.
36  With state-owned properties by central institutions or 
municipalities and the respective by-law  addressing the 
procedures and modalities for state participation in strategic 
investments and functioning of the property fund register is in 
place
37  Acquisition of real estate by foreigners remains subject 
to restrictions: they are not allowed to acquire agricultural 
land, forests, meadows and pastures. Provisions regulating 
the acquisition of a real estate property by foreigners remain 
unchanged and uncertainties over real estate ownership rights 
continue to discourage investment
38  Unified Investment Law
39  EU Progress Report 2019
40 Vetting process related to the ongoing Justice Reform is 
ongoing.

good part of such numbers is related to 
court cases initiated by businesses and in-
vestors towards public administration in-
stitutions. Lack of final court decisions has 
impeded the unification of administrative 
practices towards businesses, leaving room 
for arbitrary and discretionary decisions 
by the administration and increased legal 
uncertainty. On the other side, the lack of 
a judiciary filter impedes the administra-
tion itself to self-improvement and better 
regulation. 
Specific sector cases of legal uncer-
tainty for businesses as a result of con-
troversial policy decisions
There have been encountered some exam-
ples in the country which have demonstrated 
the legal uncertainty created by institutions, 
such as signals transmitted to potential in-
vestors in a strategic sector like energy. For 
example, a series of measures were taken 
by the Albanian Government, the regula-
tory authority ERE and the national power 
company KESH sh.a. which made the op-
eration of small hydro-generation projects 
(HPP) in Albania difficult due to unusual 
ERE decisions41 by revising downward the 
price of electricity that KESH gives to small 
hydropower plants up to 15 megawatts, ap-
plying as such retroactive prices for years 
2013-2014, in breach of contractual terms 

41 ERE decision no. 143/26.12.2014 “On the revision of the 
purchase price of electricity for the producers of electricity 
from existing HPPs, with installed capacity up to 15 MW for 
years 2013 and 2014”, and ERE decision no. 144 “On the 
revision of the purchase price of electricity for the producers of 
electricity from new HPPs, with installed capacity up to 15 MW 
for years 2013 and 2014”. 
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of concession42 agreements43. 
Instability of legislation. Frequent and 
ad-hoc changes to laws and by-laws 
determine the stability of the business 
environment.
Frequent and non-well studied changes 
with long-term effect have continuously 
been identified by business associations 
and companies as premises for unfair treat-
ment. They have somehow contributed to 
uncertainty in the context of a non-stable 
and fully professional administration to 
transpose adequately and in time the laws’ 
will. This is an issue that becomes of high 
prevalence in the cases of procedures with 
financial impact for businesses.
An example of this is the provision of tax on 
plastic products which has been imposed via 
Law No. 93/2018, dated 03.12.2018 and cas-
caded to administration and businesses via 
instructions only in late February 2019 with 
the Instruction No. 20.2.2019. It is worthy of 
mentioning that Law No. 9920/2008, “On 
Tax Procedures”, as the most important law 
related to taxes, has been subject of amend-
ments 16 times while its Instruction No. 
24/2018 has been subject of amendments 18 
times, by substantial changes with new rules 
and procedures and short time for implemen-
tation.

42 In 13 June 2017 after several court hearings the High Court 
decided in favour of small HPP, involving the legal certainty 
principle according to which gained rights could not be subject 
of unilateral changes from ERE with the imposition of lower 
retroactive prices. According to which decision KESH sh.a 
should pay back 6 Mln Euro, as a result of the non-consulted 
decision by ERE
43 The selling price of new HPPs up to 15 ME for the regulatory 
period 2012-2014 was 9.3 ALL per kilowatt. With the review made by 
ERE, the sale price for 2013 was calculated at 9.73 ALL/kwh and for 
2014 was recalculated at 7.95 ALL/kwh. The recalculation for 2014, 
from 9.3 ALL to 7.9 ALL, marked a decrease of about 14% of the prof-
its that HPPs had benefited from the sale of energy.

6. Although main legislation for 
boosting diversified investment 
has been approved and there is 
a good will from the government, 
difficulties have been encountered 
in materialising the approved 
legislation into concrete measures 
and activities.

The cases of Free Economic Areas (TEDA) 
where no active investments are still estab-
lished should increase awareness for more fo-
cus and dedication. Law on TEDA44 provides 
a series of fiscal, administrative and legal in-
centives45 intended to attract investments in 
advanced technologies in free areas as per the 
definitions of the Customs Code. At the time 
of approval, this law has considered as a nec-
essary change simplification of procedures 
for businesses by providing a group of consol-
idated incentives with a clear focus. The nec-
essary by-laws were accordingly approved in 
due time and completed all the packages of the 
initiative.46 Despite the efforts and procedures 
to attract investors in TEDA, there has been 
no implemented TEDA since 2015 and until to 
date, from private companies or municipalities, 
although the state has prepared documents for 
TEDA Spitalle and TEDA Koplik.
While the legislation on strategic investments is 

44  Law No. 9789 dated 19.07.2007 “On the Establishment 
and Operation Of Technological And Economic Development 
Areas” As Amended With Law No. 54/2015 “On Several 
Amendments And Addenda To Law No. 9789, dated 
19.7.2007, “On The Establishment And Operation of 
Technological And Economic Development Areas”.
45  Article 13 of Law No. 9789 dated 19.07.2007 sets forth 
10 incentives/fiscal relieves. Paragraph 1 point b) of Article 13 
“Fiscal Facilities” of Law No. 9789, sets forth as fiscal facilities: 
“developers and users are exempted from the payment of 
the 50 per cent tax on-profit rate for the first 5 years from the 
commencement of their activity in the area”. Investors do not 
consider this a full guarantee in the conditions of the potential 
change (increase) of the corporate tax on-profit rate, as a result 
of changes in the fiscal package.
46  http://www.teda.gov.al/?page_id=690
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completed with the respective by-laws, its per-
ceived impact would be highly appreciated47. 
Investments are focused chiefly on tourism (7) 
and agriculture (4). Below is the status of the 
projects as per information provided by AIDA: 

 » SIC has approved in total 13 strategic invest-
ment projects, of which 8 have benefited 
from strategic investor status/assisted pro-
cedure and 5 from strategic investor status/
special procedure.

 » Sectors - 7 projects are in the tourism sector, 
4 in the agricultural sector, 1 in the energy 
sector and 1 in the sector of development 
priority areas.

 » There are 7 projects under implementation 
in tourism, 2 in agriculture and 1 in the sec-
tor of development priority areas.

 » Currently, 4 projects are in the application 
phase, 3 in the tourism sector and 1 in the 
agricultural sector.

 » Meanwhile, 15 projects are in the consulta-
tion phase, 5 out of which are in agriculture, 
6 in tourism and 4 in energy.

According to AIDA, the total value of the pro-
posed investments is 2,007,090,406 Euros, 
while the total value of the approved invest-
ments is 692,826,000 Euros.

7. Potential Investment Sectors 

By trying to argue on the strategic approach 
to attracting new investment and sectors that 
can be considered as potential for the country, 
during consultation meetings with the business, 
it turned out that besides the classic criteria, 
there are also some reflections to consider, such 
as the withdrawal of industries that require a lot 
of manpower for the sake of the issues we men-
tioned above, or the withdrawal of companies in-
dustries/businesses seeking investment in “un-

47  Secretariat couldn’t find any relevant assessment in 
regard

occupied” land or properties, or logistic hubs that 
require ready infrastructure in advance. We also 
highlight the potential of the construction sector, 
which is conditional on informality (e.g. unregis-
tered buildings) but which carries benefits, espe-
cially in increasing exports.
From the consultations, we can point out that 
some sectors can be prioritised as follows:
a) Agro-processing48 - perceived as a sector 

where there are potentials for new invest-
ments such as the processing of value-add-
ed “niche” vegetable products and fruits for 
export and domestic market (made in Al-
bania), or on-site processing of medicinal 
plants, etc. In recent years, there has been an 
increase in exports of plants, roots, flowers 
and ornamental leaves, tea and spices, and 
an increase in exports of processed agricul-
tural products such as vegetable and fruit 
processing. 

b) Tourism49 - The perception that the tourism 
sector has the potential to support sustain-
able economic growth for Albania is also 
backed by recent official data. Throughout 
201750, the tourism sector recorded a direct 
contribution of 8.5% of GDP, employed about 
7.7% of the labour force in Albania, covered 
7.5% of investments in the country, and the 
number of companies increased by 26%. 
Tourism accounts for 11% of all economic ac-
tivity in Albania. Meanwhile, the challenge 
of tourism towards achieving the potential 
it represents is conditioned by infrastructure 
progress, eco-systems conservation, accom-
modation capacities, quality of services, 
supply and tourism products. We emphasise 

48  Cross-cutting Strategy for Rural and Agricultural 
Development 2014-2020, sets out the main directions of sector 
support by the Albanian government and some fiscal incentives 
have been adopted in support of it.
49  Additional information on the sector is given in Annex A.
50  According to the 2018 Travel and Tourism World 
Economic Impact Report  (WTTC),  
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that these factors have somewhat inhibited 
the sustainable and consistent development 
of tourism in Albania, leaving room for un-
controlled and chaotic development that has 
kept the industry afloat but possibly jeop-
ardising its sustainability in the long run. 

c) Natural Resources – While the interest re-
mains considerable for the sector, especially 
foreign investors, still the good modelling and 
supervision of the sector, especially the hydro-
carbon, remain a real challenge. Below, it is giv-
en a summary of the main capacities in renew-
able and hydrocarbons51.

RENEWABLE ENERGY SOURCES  
1. Albania has a considerable hydropower po-

tential, where circa 35% of it is utilised. There 
are around 540 HPPs (527 Small HPP up to 2 
MW) representing 31% of the power genera-
tion forecast, which is only 43% of the elec-
tricity consumption projected in 2020. The 
government has committed to a policy of in-
creasing the use of renewable energy, main-
ly hydro, solar and wind52. The country is 
exposed to a considerable degree to the risk 
of supply insecurity due to changes in the hy-
drologic conditions and non-diversification. 
Albania’s overall energy target from renew-
able energy sources to final gross energy 
consumption is 38% in 202053. Also, there is a 
new regulatory framework that supports the vi-
sion. Law no. 7/2017 “On Promotion for Using 
of Renewable Energy Sources” was adopted 
to comply with the Energy Community Trea-
ty and the Directive no. 2009/28/EC “On Re-

51  Detailed information on the sector is provided under 
Annex A.
52  Strategy of Energy 2018-2030 approved with CoM 
No.480 Dated 31.07.2018. Albanian energy goals consist of the 
following priorities. (1) utilization of energy sources; (2) energy 
diversification; (3) increasing the competitiveness and (4) the 
environmental protection.
53  Law no. 7/2017 “On Incentives for Using of Renewable 
Energy Sources” and Consolidated National Action Plan.

newable Energy Sources.” This law provides 
for “incentive schemes”54 as a direct engagement 
of the government to reach the target on the use 
of power produced from renewable sources.

2. Wind Energy. Thirty companies have ap-
plied for Eolic parks (Wind)55. Wind en-
ergy constitutes a potential opportunity for 
power production in Albania, however, there 
is no activity into practice. The major prob-
lem of establishing wind powerplant in Alba-
nia is the lack of successive measurements 
of the velocity and duration of the wind that 
would create a clearer picture for potential 
investors. 

3. Photovoltaic – During the consultation, we 
find some interest from the potential inves-
tors. There are around 11 entered contracts 
for energy production from photovoltaics 
(solar), while the number of applications 
is higher. About 10 months after announcing 
the auction winner for the construction of the 
Akernia photovoltaic power plant in Vlora, 
the parties (Investor and MIE) have yet to sign 
a contract that would pave the way for one of 
the most important energy investments in 
the country. There is interest from investors 
in the energy market to be part of eventual 
procedures for the construction of photovol-
taics under a transparent process that leaves 
reasonable time for preparing investment 
and consolidated business plans. However, 
investors’ claims appear to be focused on the 
procedures that enable a fixed price for the 
purchase of photovoltaic energy produced by 
the state and, therefore, a lower risk.

In summary, from the consultations, it can be 
concluded that the sector is considered relevant 
to potential investors, despite its progress being 
associated - with further measures, such as mar-

54  Support with regulated tariffs (feed-in-tariff) and CoD 
(Feed-in-premium)
55  Consolidated National Action Plan
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ket liberalisation (Energy Stock Market), pricing 
models/ methodology and land available for 
such investments.
4. Hydrocarbons56 - Albania’s oil sector is 

small if compared to international stan-
dards, but it is essential to Albania’s econo-
my, and there are still large undiscovered oil 
reserves. The state-owned oil company, Alb-
petrol, estimates the geological reserves of 
crude oil are about 437 million tons and the 
total gross oil reserves are about 46.9 million 
tons and natural gas reserves at about 5.7 bil-
lion m3N. Exploration and extraction of such 
resources are expensive (thus requiring im-
portant investors), qualified workforce and 
a combined formula which optimised the ex-
traction, revenues for the budget and profits 
for companies. The sector is crucial for the 
economy, as it is one of the main contribu-
tors to Albanian exports. Also, the private 
sector is unique in its field of operation and 
potential. That is why it is a unique moment 
now that the sector’s vision is updated and 
aligned with relevant state institutions, aim-
ing to upgrade their level professionally and 
financially too.

5. Digitalisation. The Information and Com-
munication Technology Sector in Albania 
has made progress in terms of market liber-
alisation, expanding internet use, improve-
ments in public electronic services, and in 
the context of developing the Digital Agenda 
strategy. In principle, the government cre-
ates the necessary preconditions by building 
strategy and clarifying the vision for the digi-
talisation of the economy, coordinating with 
donors and facilitating fundraising. The EU, 

56  Detailed information on the sector is administered, 
produced and provided by the National Agency on 
Natural Resources on the official website: http://www.
akbn.gov.al/brochure-2019-petroleum-exploration-and-
production/?lang=en.

with its digitalisation and innovation strate-
gy, has also prepared a specific strategy for 
the Western Balkan countries where the in-
tervention pillars (REA MAP) are specified. 
Meanwhile, a plan for “broadband” internet 
is expected to be completed by April 2020.

This sector currently faces some issues such as 
the lack of a responsible policy-making institu-
tion for innovation and digitalisation, the lack of 
an action plan for 2018-2020, etc. In the mean-
time, we note the increased level of internet use 
in Albania every year by 10-15%, but broadband 
penetration remains at low levels of approxi-
mately 38% of internet-connected households. 
In the meantime, as the sector is developing, and 
the country is currently shifting human capac-
ities towards developed countries, it remains a 
challenge to train specialists in the field and con-
tinuous education of young people (professional 
and university) to reduce the digital gap (rural ar-
eas constitute 40% of the population, but only 1% 
of it is connected to the internet). 
6. TEDA. Although the legislation in this field 

is considered complete, there is no active 
light industry operating in the free economic 
zone, thus being an immense opportunity for 
new investors (please refer to point 7 above). 
The package of (legal, administrative and 
fiscal) incentives provided constitutes a solid 
basis that should be associated with grid in-
frastructure investments by the state. From 
face-face-face consultations, it turns out that 
there is currently interest from various ac-
tivities in the processing sector (e.g. sectors 
such as agro, semi-finished products, or in-
formation and digitalisation technologies, 
etc.) to exploit the potential that free econom-
ic areas offer. 
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T o promote a good debate on invest-
ment promotion in the country, both 
from a strategic and sectoral point of 
view, the following are some consid-

erations. Do we need a new approach, or can we 
continue with the current strategy model? Where 
do we see our economy in the next 5-10 years? 
What should be the focus, and what should be 
done to incentivise current investors and attract 
new investors? How can our economy be better 
integrated into the regional market? Can we fo-
cus more on ICT, green economy, manufacturing 
or energy and hydrocarbons?

1. AT STRATEGIC LEVEL
1. Initiating and structuring the debate on Alba-

nia’s economic model and the priority sectors 
that enable sustainable development can be 
considered a “unique niche” for the country 
in the next 10-1557. We emphasise, due to the 

57  Review/Preparation of new strategies which conclude in 
2020 (e.g. SKZHI/SZHBI/SNZHRB/SAD, etc.)

specifics of the Albanian economy, a) SME 
support should be the main focus of the sus-
tainable development model and policies, b) 
Good fiscal management as an essential fac-
tor in improving the business climate in the 
country.

2. Specify the vision on the priority focus (at the 
central and local level). For example, Vision 
“Albania 2030” - to define sectors that are 
considered as unique potentials and engines 
of growth.

 » Specific country context (transparency 
and finalisation of major infrastructure 
projects/EU integration); Regional coun-
tries are consolidating efforts in the re-
gional market/Aggressive Competition;

 » A strategic approach to attracting FDI 
in coherence with priority sectors and 
developing an economic model of mea-
suring FDI impact to create added value 
in the country and integrating it into the 
modern digital technology market;

SUGGESTIONS
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 » Lack of coherent and aggregated data, 
human and financial capacity for in-
depth analysis and impact measure-
ment. It is therefore recommended to 
create an experts platform with a con-
crete plan of action to identify missing 
data, enable detailed analysis of Invest-
ment Impact (such as substitution or re-
duction options for key imports, options 
for export growth and diversification, 
etc.) in key economic indicators in coher-
ence with priority sectors. 

 » Identification of targeting opportunities 
e.g. service sectors (as property issues 
remain a major obstacle to attracting se-
rious investment).

3. Consolidation and depoliticisation of insti-
tutions in coherence with priority sectors to en-
sure “institutional memory” and achieve sus-
tainable development potential. E.g.: AKBN, 
NFA, AIDA (capacity / expansion), MIAP 
(merging).

4. Monitoring and transparency of Public In-
vestment Coordination (central and local) in 
line with the requirements of priority sector 
strategies, to enable: 

 » Investment optimisation;
 » New projects (at national and interna-

tional level) that impact and stimulate 
investments and increase the absorption 
capacity of funds from EU, WBIF, etc.

5. Increase business cooperation at the sectoral 
level to enable applications in innovation and 
information technology funds, research and 
development in development partner funds 
such as. COSME, etc.

6. Preparation and Publication of the State Real 
Estate Fund (under the Law on Strategic In-
vestments).

2. AT SECTORAL LEVEL
Energy 
1. Completion of the legal framework on the 

renewable energy sector (Adoption of the 
Methodology of determining the purchase 
price of energy produced by photovolta-
ics as per the MIE Instruction No. 3, dated 
20.6.2019).

2. Making effective the liberalisation of the en-
ergy market and the Energy Stock Market. 
Investing in the power distribution network 
to improve technology access for local solar 
and wind producers

3. Establishment of joint MIE-MFE-Business 
Working Groups to debate the sector’s chal-
lenges in coherence with the Energy Strate-
gy 2018-2030.

Agriculture
1. Incentive measures on the de-fragmentation 

of agricultural land and promoting the com-
petitiveness of domestic production;

2. Transparency on a) information and prog-
ress on donor support policies for the ag-
ricultural/agro-processing sector and 
b) performance of investments under pub-
lic-private contracts in the sector.

Digital 
1. Focus on creating regulatory conditions 

for quality services in the field of electronic 
communications (broadband/5G).

2. Completing the regulatory framework and 
promoting  FINTECH.

3. Establishment of a central policy-making 
institution/platform to enable cross-sec-
toral coordination and to push forward the 
digital agenda, research and development, 
as well as capacity building toward business 
sophistication (e.g. North Macedonia, Ger-
many, Ireland). This platform to: 
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 » consist of experts in the field, adopt an 
eco-system or value chain philosophy 
(have interactions between telecommu-
nications, media, IT industry, infrastruc-
ture, usability)

 » interact with a network of actors: aca-
demia, business, civil society, start-up, 
government, media focusing on the im-
pact of digitalisation in Albania on edu-
cation, economics, employment, social 
aspects, etc.

4. Set up concrete incentive policies on voca-
tional training with a focus on IT and digi-
tal skills.

TEDA
1. From face-to-face consultations, it turns out 

that there is an interest from various busi-
nesses in the processing sector (e.g. sectors 
such as agro, semi-finished products, or in-
formation and digitalisation technologies, 
etc.) to exploit the potential offered by TEDAs. 

Consequently, it is highly suggested that TE-
DAs become functional as soon as possible to 
exploit the potentials they can provide.

Education and Employment58

1. A strategic approach based on adapting em-
ployment policies and improving the work-
force’s skills towards priority sectors for sus-
tainable economic development. This should 
be done through a clear regulatory framework 
and by setting standards and criteria for im-
plementation, and through incentives.

2. Creating a systematic collaboration plat-
form between schools and businesses to cre-
ate clusters of business actors - professional 
service providers - civil society, employment 
offices, career offices etc., operating in prior-
ity sectors.

3. Government to enable the leasing of state-
owned buildings to support the creation of 
training centres to re-dimension the work-
force skills as per market requirements.

58  Adaptation of pre-university, post-graduate and vocational 
education curricula to the requirements of priority sectors for 
investment (IC meeting no 9 - “Readiness of the Labour Market 
against the Potential for Investment in the Business Process 
Outsourcing (BPO) Sector). 
Specific industries through the implementation of projects 
and courses from the local business environment. Flexibility 
in providing knowledge from public universities through 
innovative short-term programs in business partnership: 
Business Academy (intensive 1-3 day programs in a specific 
area such as Management and Operations Consultancy, 
Taxes, Business Plan Development, Feasibility Studies, etc.) 
Certificates obtained upon successful completion must be 
accredited by the Ministry of Education and the Ministry of 
Social Welfare and Youth as an added value for access to the 
labour market. (IC meeting no 9- “Readiness of the Labour 
Market against the Potential for Investment in the Business 
Process Outsourcing (BPO) Sector).
Standardisation of practices and to become part of the 
curriculum - business model project - faculty - teaching 
practice. Accreditation of Universities should consider 
monitoring state-business relationships for effective 
implementation of practices as part of the curriculum. (IC 
Meeting no 9- Readiness of the Labour Market against the 
Potential for Investment in the Business Process Outsourcing 
(BPO) Sector.
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1. RENEWABLE ENERGY SOURCES  
 » Strategic Vision

The government has committed to policies 
of increasing the use of renewable energy, 
mainly hydro, solar and wind59. According to 
ERE, for 2017, the power production for pub-
lic consumption was entirely generated by 
HPPs, despite one of the main objectives of 
the National Action Plan for Renewable En-
ergy Sources 2015–2020 being diversification 
into renewables. Due to changes in the hy-
drological conditions, the country is exposed 

59  Strategy of Energy 2018-2030 approved with CoM 
No.480 Dated 31.07.2018. Albanian energy goals consist of the 
following priorities. (1) utilization of energy sources; (2) energy 
diversification; (3) increasing the competitiveness and (4) the 
environmental protection.

to a considerable degree to the risk of supply 
insecurity. The Albanian Government has ac-
knowledged that the need for diversification 
of energy sources is urgent60. 
According to the National Action Plan on Re-
newable Energy 2018–2020, Albania will con-
tinue to support the development of renewable 
energy sources, including diversification, either 
a particular focus on solar and wind capacities. 
Albania’s overall energy target from renewable 
energy sources to final gross energy consump-
tion is 38 per cent in 202061.

60  As outlined in the National Action Plan on Renewable 
Energy 2018–2020 approved with CoM Decision No.179 Dated 
28.03.2018 and confirmed also in the Consolidated National; 
Action Plan on Renewable Energy 2019–2020 approved with 
CoM No.580 Dated 28.08.2019
61  Law no. 7/2017 "On Incentives for Using of Renewable 
Energy Sources" and Consolidated National Action Plan.

ANNEX 1
Natural Resources

Part of the Albanian 
renewal energy in 2009

Mean for 
2011-2012

Mean for 
2013-2014

Mean for 
2015-2016

Mean for 
2017-2018

Objective for renewable 
energy for 2020

31.2% 32.6% 33.2% 34.3% 35.6% 38%
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 » Currently, Albania is the only 
country in the region with 
100% energy production from 
Renewable Energy Sources.

 » A new regulatory framework that 
supports the vision

Law no. 7/2017 “On Promotion for Using Re-
newable Energy Sources” was adopted to com-
ply with the Energy Community Treaty and the 
Directive no. 2009/28/EC “On Renewable En-
ergy Sources.” This law provides for “incentive 
schemes”62 as a direct engagement of the govern-
ment to reach the target on the use of power produced 
from renewable sources. 
Some sub-legal acts63 were enacted in com-
pliance with Law no. 7/2017 (e.g. GoA adopted 
CoM No. 349 Date 12.06.2018 “On the Approval 
of Support Measures for the Promotion on the Use 
of Electricity from Renewable Sources of Solar and 
Wind and the Procedures for the Selection of Proj-
ects for Their Benefit”), but many others have not 
yet been adopted (e.g. establishing of Agency on 
Renewable Energy Sources). The Law on Pow-
er Sector provides for priority and guaranteed 
access of renewables to the network and priori-
ty dispatch of electricity from renewable sourc-
es. However, secondary legislation is incomplete. 
In practical terms, transmission and distribution 
system operators have to improve the methodolo-
gy determining the costs of connection to the grid 

62  Support with regulated tariffs (feed-in-tariff) and CoD 
(Feed-in-premium)
63  Instruction No. 3, dated 20.6.2019 "On the Approval of the 
Authorized Procedure for the Connection to the Distribution 
System of Small Renewable Projects for Self-Generating Solar 
Power Generators", CoM No.407, dated 19.06.2019 "On the 
approval of the procedure, categories, conditions, qualification 
requirements and professional experience for the person to 
whom the energy auditor's certificate is issued", CoM No. 342, 
dated 22.5.2019 “On the approval of categories, conditions 
and qualification requirements for the energy manager”

or grid reinforcements and transparency towards 
investors. 

 » State of affairs related to the sources of 
renewable energy in Albania

(1) Albania has a considerable hydropower po-
tential, where circa 35% of it is utilised. ERE 
has licensed a considerable number of pri-
vate entities upon stipulation of concession 
agreements for the construction and opera-
tion of HPPs with the Albanian Government. 
Around 540 HPPs (527 Small HPP up to 2 
Mw) represent 31% of the generation fore-
cast, which is only 43% of the electricity con-
sumption projected in 2020. The expectation 
of HPVs in the construction phase can in-
crease about 8% hydro production in 202064.

(2) 30 companies applied for Eolic parks 
(Wind)65- but no activity into practice. 
Wind energy constitutes a potential op-
portunity for power production in Albania. 
The major problem of establishing wind 
powerplant in Albania is the lack of con-
secutive measurements of the velocity and 
duration of the wind. Consequently, vari-
ous companies ready to invest in this field 
should make a prior assessment of the re-
cords of the wind velocity and duration.

(3) 11 entered contracts for energy production 
from photovoltaics (solar) while the num-
ber of applications is higher - only small 
producers under production (capacity up 
to 2 MW). About 10 months after announc-
ing the auction winner for the construction 
of the Akernia photovoltaic power plant in 
Vlora, the parties (Investor and MIE) have 
yet to sign a contract that would pave the way 

64  AKBN Renewable Energy Overview 2019
65  Consolidated National Action Plan

for one of the most important energy invest-
ments in the country. The auction winner 
was announced in November 2018, antici-
pating the construction of a 100 ME power 
plant. 50 MW would be part of support mea-
sures that guarantee energy purchase, while 
the rest would be freely traded in the energy 
market66. In the eventual relaunch of the pro-
cedures, there is interest from big investors 
in the energy market to be part of a transpar-
ent process which leaves reasonable time 
for preparing consolidated investments and 
business plans. 

 » Some recommendations to address the 
above situation and speed investment to 
the sector:

(1) Making effective “incentive schemes” as pro-
vided by Law no. 7/2017 “, On Promotion of 
Renewable Energy Sources” for direct gov-
ernment engagement to reach the target on 
the use of power produced from renewable 
sources.

(2) Setting up the pricing system: Adoption of 
the Methodology of determining the pur-
chase price of energy produced by photovol-
taics as per the MIE Instruction No. 3, dated 
20.6.2019.

(3) Investing in a power distribution network 

66  https://acp.al/news/6759/Vonon-projekti-i-Parkut-
fotovoltaik-ne-Akerni--MIE:-Jemi-ne-proces-nenshkrimi-te-
kontrates/

to improve technology access for local solar 
and wind energy producers. 

(4) Make effective market openness and Power 
Exchange.

2. HYDROCARBONS67

Albania’s oil sector is small by international 
standards, but it is essential to Albania’s econ-
omy, and there are still large undiscovered oil 
reserves. The state-owned oil company, Albpet-
rol, estimates the geological reserves of crude oil 
are about 437 million tons and the total gross oil 
reserves are about 46.9 million tons and natural 
gas reserves at about 5.7 billion m3N. Based on 
the geological studies, old seismic acquired by 
Albpetrol and those acquired in the recent years 
by the foreign companies, it appears that Alba-
nia, despite the existing oil and gas fields, still 
has a very good potential and is a very promis-
ing area for further exploration in both onshore 
and offshore. Currently, six companies have a 
Production Sharing Agreement (MNP) with the 
state-owned oil company ALBPETROL for de-
velopment and production in existing oil fields. 
Exploration and extraction of such resources are 
expensive, thus requiring important investors, 
a qualified workforce and a combined formula 
that optimises the extraction, revenues for the 
budget and profits for companies.

67  Detailed information on the sector is administered, 
produced and provided by the National Agency on 
Natural Resources on the official website: http://www.
akbn.gov.al/brochure-2019-petroleum-exploration-and-
production/?lang=en.
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ANNEX 2
Momparative matrix of incentives 
for investments in the countries 
of the western balkans
October 2019

S ince April 2017, the Secretariat of the 
Investment Council, in cooperation 
with AIDA, has prepared a Compara-
tive Matrix of the incentives and the 

main elements of the fiscal burden applicable in 
Albania and other Western Balkan countries in 
the context of Meeting No. 5 – “Investment Pro-
motion Incentives: Albania vis-a-vis Western 
Balkan Countries.” This matrix has been updated 
as follows in the context of Meeting No. 18 – “On 
Investment Potentials and Priority Sectors.”

 » What is common to most countries in the 
updated matrix is that they have adopted a 
progressive tax on income and different VAT 
rates depending on sectors.

 » Additionally, Albania applies a tax reduction 
on dividends from the standard rate of 15% to 
8% and the lowest minimum turnover of ALL 
2 Mln for VAT purposes, and it implemented 
a package of fiscal measures for tourism and 
agrotourism in an effort to promote the set 
up of accommodation structures.

 » Countries like North Macedonia and Serbia 
are more aggressive in targeting investors in 
other sectors through national and region-
al economic free zones and direct reward-
ing policies for any new job openings in the 
country.

 » We emphasise that while taxation is rec-
ognised as an essential factor in compa-

nies’ investment decisions, it is not the 
main determinant68. Foreign Direct Invest-
ment is attracted to those countries that 
offer market entry and profit opportuni-
ties, predictable and non-discriminatory 
legal and regulatory framework, macro-
economic stability, responsible and capa-
ble workforce, and well-developed infra-
structure. It is all these factors that in their 

68  Tax Effects on Foreign Direct  Investment, OECD 2018

entirety affect the long-term benefit of a 
project.

3. COMMON ASPECTS: 
1. Free Trade Agreements such as CEFTA and 

EFTA
2. Double Taxation Avoidance Agreements for 

with many states 
3. Legal Framework on Investments and 

Protection of Foreign Investments

INCENTIVES ALBANIA NORTH 
MACEDONIA

SERBIA MONTENEGRO KOSOVO BOSNIA AND 
HERZEGOVINA

FISCAL BURDEN

Corporate 
profit tax 

15% 10% 15% 9% 10 % 10%

Income  tax on 
interest 

15% 15% 5% 9% for non-resident 
companies and 5% 
for non-resident 
individuals except for 
cases when otherwise 
foreseen in the DTT

10 % 10 %

Personal 
income tax

0%, 13%, 
23%5

8% / 10% / 
18%

Income from employ-
ment and income from 
business 10%; 
income from copyright 
and income from rent 
20%;
Income from capital 
15% by exempting 
from taxation the sale 
of assets that were the 
property of the seller 
for more than 10 years.

9% Taxation at 11% for 
income of more than 
766 Euro net/month 
from employment 
Start-up employment 
salaries (except for 
the agriculture sector, 
fisheries, transport, 
shipbuilding sector) are 
exempt from taxation 
for 8 years, up to a total 
sum of EUR 200,000.

10% 10%

68  Që prej 01.01.2017, niveli i të ardhurave të tatueshme për aplikimin e nivelit më të lartë të tatimit mbi të ardhurat individuale është ALL 130,001.
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Social 
contribution of 
the employer

16,7% 25,8% 17,9% 10% The maximum 
contribution base 
is EUR 50,000 in a 
calendar year.

5% + 10% 
voluntary

10,5%

Social 
contribution of 
the employee

11,2% 27% 19,9%6 24%7 5% + 10% 
voluntary

31%

Value Added 
Tax (VAT)

20% 

6% in tourism 
sector

18% standard 
rate
5% reduced 
rate (food, com-
puters, softwa-
re, solar thermal 
systems, the 
first sale of 
residential 
buildings)

20%

10% of basic food 
items and public 
services.

21% of taxpayers with 
a turnover of more 
than EUR 18000 are 
subject to VAT.

7% for basic food 
items, medicine, 
books, public services 
and transport.

0% VAT for internation-
al transport

18% standard 
rate

 8% reduced 
rate

 0 for exports

17%

Carrying 
Forward 
Losses

Carried 
forward for 3 
consecutive 
years

The tax loss 
can be carried 
forward for 
three years

Carried forward for 5 
years

Tax-loss, including 
capital loss, may be 
carried forward for 5 
years.

Carried forward 
for up to 7 con-
secutive years

Loss may be 
carried forward 
for 5 consecu-
tive years

VAT reim-
bursement

Immediate or 
from 30 – 60 
days.

VAT 
reimbursement 
is done 
immediately 
within 30 days 
from the filing 
of the tax 
declaration.

The foreign investor 
does not have to pay 
every order for exported 
goods but is obliged to 
pay 0% VAT, according 
to the Law on VAT. This 
means that the foreign 
investor who has paid 
VAT for raw materials 
and at the moment he 
exports finished goods 
will pay VAT and will 
have the right to VAT 
reimbursement for raw 
materials.

Every three 
months for do-
mestic supplies 
if the VAT cred-
iting is carried 
forward for 3 
months, and at 
the end of the 
third month, the 
VAT crediting 
value exceeds 
EUR 3,000.
Every month for 
exports, if the 
VAT crediting is 
more than EUR 
3,000

6  Komisioni për Sigurimin Shoqëror prej 19,9% përfshin: 14% - Sigurimi pensional dhe invaliditetit; 5,15% - Sigurim shëndetësor; 0,75% - Sigurimi i papunësisë
7  15% - Sigurimi pensional dhe invaliditetit; 8,5% - Sigurimi shëndetësor; dhe 0,5% - Sigurimi i papunësisë

INCENTIVES ALBANIA NORTH 
MACEDONIA

SERBIA MONTENEGRO KOSOVO BOSNIA AND 
HERZEGOVINA

CONCRETE INCENTIVES

1. Fiscal VAT exempt when imported: 
1. Agricultural machinery 
and equipment, for inward 
processing regime and 
agribusiness;
2. machinery dedicated for 
investment ≥ EUR 360 000 

Import of machinery and 
equipment:
a) to execute investment 
contracts of equal or greater 
value
more than ALL 50 million;
b) to execute investment 
contracts in the active 
processing sector
and agribusiness, whatever 
the value of the investment; 
and
c) the importation of pro-
duction machinery by the 
subjects of the simplified 
profit tax.

Exempt from customs 
duties on imports of raw 
materials and semi-finished 
goods intended for export. 
(Suspension of import duty 
and VAT on goods imported 
under the inward-proces-
sing procedure)

Exempt from on-prof-
it tax for investors for 
10 years,  if:
• they invest in fixed 
assets with a sum that 
exceeds about EUR 9 
million, and
• they have employed 
at least 100 staff 
legally 

Exempt from cus-
toms duty for the 
import of raw materials 
and semi-finished 
materials intended for 
export, and for the im-
port of machinery and 
equipment for foreign 
investors.  

Exemption 
from profit 
tax for the 
first 3 years 
is provided 
for companies 
engaged in 
production 
activities in an 
undeveloped 
area. (This 
incentive is 
not appli-
cable in the 
agriculture, 
transport, 
shipbuilding, 
steel and fish-
ery sectors.)

VAT exempt 
when impor-
ted:
- Goods that 
are processed 
for purposes of 
export;
- IT equipment; 
- Production 
machinery;
- Raw materials 
entering a 
production 
process;  

Exempt from 
customs 
duty for raw 
materials and 
production 
machinery.
Return of 
excise on fuel 
consumed in 
the production 
process

Deductible 
expenses from 
Corporate 
Profit Tax: Re-
presentation 
expenses up 
to 10% of the 
pre-tax profit, 
plus another 
10% for spon-
sorships.
Deductible 
expense from 
10% beyond 
the deprecia-
tion expense for 
new production 
machinery 
during the first 
year of their 
use.

Reduction 
by 30% of 
the profit 
tax when 
they invest 
more than 
50% of cur-
rent profit in 
production 
equipment. 
Reduction 
by 50% of 
the profit 
tax when 
they invest 
EUR 10 
million from 
their funds 
constantly 
in 5 years, 
no less than 
EUO 2 mil-
lion in the 
1st year. 
Twice the 
amount of 
gross sal-
ary of new 
employees 
is consid-
ered as a 
deductible 
expense 
for taxation 
purposes 
on the con-
dition that 
the duration 
of the work 
contract 
has to be 
at least 12 
months full 
time and 
that the new 
employ-
ee must 
not have 
worked pre-
viously with 
the same 
taxpayer 
during the 
last 5 years.
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2. 
Economic 
zones

2 zones in the process but 
not active (Spitalla and  
Kopliku)

15 Economic Zones, 3 
fully functional (Skopje 1, 
Skopje 2 and Stip) 1 is un-
dergoing PPP procedures 
(Tetovo)

11 others in different 
development stages

14 approved zones,
12 operational zones

N/A

Fiscal 
incentives 
within 
Economic 
Zones

1. 50% reduction of profit 
tax for the first 5 years. 
2. Entry and exit of goods 
according to the provisions 
of the Customs Code.
3. Deductible expenses 20% 
of the annual capital for the 
first three years.
4. The supply of Albanian 
goods in the zone is consi-
dered as export supply at 
zero VAT rate.
5. The developer is 
exempted from the tax on 
infrastructure effect 
6. Buildings are exempted 
from immovable property 
tax for 5 years.
7. The developer and user 
are exempted from the 
property transfer tax

Exemption from profit/ 
income tax for a period of 
up to ten years from the 
day of starting the activity 
in the TIDZ. To fully use 
this tax exemption, the 
investor must have started 
the business activity no 
later than two years fol-
lowing the official decision 
to start work in the TIDZ.
2-Exempted from person-
al income tax on salaries 
of employees, regardless 
of the number of employ-
ees, for the first 10 years 
of activity in the TIDZ;
3- VAT exemption of 
goods’ and services’ 
supplies, besides sales to 
the end consumer that is 
done within the economic 
zone. 
4- VAT exemption for the 
import of goods that will 
be sent in an economic 
zone on the condition that 
they are not sold for end 
consumption

0% VAT on goods and 
services within free 
zones and for those 
who enter the area

The supply of elec-
tricity and gas with 0 
% VAT

Entry and exit of goods 
that are exempted 
from customs duty
Exemption from local 
taxes

N/A Exempt 
from VAT on 
imports of 
goods.

Exemption 
from cus-
toms duties 
on import of 
equipment 
for produc-
tion

Non-fiscal 
incentives 
within 
Economic 
Zones

Expenses for salaries and 
social contributions of the 
employer are recognised at 
150% of their value during 
the first fiscal year. Addi-
tional expenses for salaries 
in the following years are 
recognised as expenses at 
150% of their value. 
Training costs are consid-
ered deductible expenses 
at twice their value for 10 
years. 
Research development costs 
are considered deductible 
expenses at twice their 
value for 10 years.

INCENTIVES ALBANIA NORTH MACEDONIA SERBIA MONTENEGRO KOSOVO BOSNIA AND 
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3. Non-
fiscal 
incentives

Assisted procedure by AIDA 
as per sectors and value of 
the investment:
1. Energy and mining, 
transport, infrastructure, 
electronic communications, 
urban waste, for investments 
≥ EUR 30 million;
2. Tourism at least 80 new 
jobs, TEDA ≥ EUR 5 million;
3. Agriculture and fisheries ≥ 
EUR 3 million and at least 50 
new jobs;
4. Priority Development Areas 
≥ EUR 1 million at least 150 
jobs.

Employer’s contri-
bution reduction for 
new hires for the 
period 1 July 2014 – 
31 December 2017:

1 – 9 new hires, 65% 
reduction
10 – 99 new hires, 
70% reduction
Over 10 new hires, 
75% reduction. It is 
assessed that this 
reduces the employer’s 
expenses for salaries 
to 20%.

Special approval proce-
dure by the Government 
and expropriation for:
investments ≥ EUR 50 mil-
lion for the above sectors;
for investments ≥ EUR 10 
million and 600 jobs in the 
PDAs. 
For every investment ≥ EUR 
100 million

Specific:
Rental of state property with 
1 Euro

State grants for 
investments by foreign 
investors, too, Greenfield 
projects and brown-
field projects in the 
manufacturing sector 
and international trade 
varying from EUR 150 
000 to EUR 600 000 of 
the investment cost or 
covering costs for new 
staff hired for purposes 
of the investment for 2 
years.
Allocation of funds in 
line with the criteria:  
Degree of regional eco-
nomic development;
New jobs from a mini-
mum of 20 – 50, as per 
regions.
For labour-intensive 
sectors, grants may be 
progressively increased 
(by 10%, 15%, 20%) 
for new jobs (more than 
200, 500 and 1000).
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4. Sectoral incentives

Agriculture Tax on profits 5% for Legal 
Entities - Agricultural 
Cooperation Companies

66 available sites in 6 
communes
• Offer price Starting 
from € 1 / m²
• Offer price Starting 
from € 0.1 / m² for 99 
years of lease
• Average size of the 
site: 3000m ² - 4000m ²
• State aid in the form 
of co-funding made 
available

Income tax: For persons 
who are engaged in 
agricultural activity, as 
the first profession, the 
following tax exemptions 
are allowed: 
• Up to 300.000 dinars 
(income), they are al-
lowed 100% of standard 
expenses and 
• From 300,001 to 
1.300.000 dinars 
(income), they are 
allowed 80% of standard 
expenses. 
For persons engaged in 
agricultural activity, as 
a secondary profession, 
standard expenses are 
set at the amount of 
80% from the derived 
income.

Direct payment from 
EUR 80 000– EUR 
160 000. 

Incentives are 
dedicated to rural 
development.

Specific incentives for 
technical and profes-
sional assistance.
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Tourism 6% VAT on 
Accommodation Structures 
(Bed + Breakfast);
6% VAT on Any Supply 
Within “Hotel/Resort 5*, 
Special Status” Structures 
(Brand Name)
Exemption from Building 
Tax and Impact Tax on 
Infrastructure Hotel/Resort 
5*, Special Status”(Brand 
Name)
Exemption from Profit Tax, 
for a 10-Year Period for 
Those Structures, “Hotel / 
Resort 4 * and 5*, Special 
Status” Eligible For Special 
Status until December 
2024.
6% VAT for Certified 
Entities in agro-tourism 
(Sleeping + Restaurant 
(Non-Drinking))
Infrastructure Impact Tax 
Exemption for Agro-Tour 
Operators Who Will Invest 
in this Area.
From 1 January 2018 
For Certified Entities In 
agro tourism Profit Tax 
decreased from 15% to 
5%.

Vat reduction for tourism 
from 18% to 5%

•Attracting foreign 
investors for the 
construction of hotels 
and touristic objects

• Subsidies for Tour and 
Air Operator. The scheme 
was prepared as below:

Depending on the 
countries tourists were 
coming from, the tour 
operator would make 
from EUR 10-25 for 
every tourist;
For the transport of 
tourists by train, the 
operator makes EUR 15 
per tourist;
For combined transport 
(tour guides) from EUR 
10-15 per tourist.

VAT exemp-
tion for the 
import of 
goods and 
services for 
the con-
struction of 
5-star hotels.

Reduction of 
the property 
tax by 30% 
for 4-star ho-
tels and 70% 
for 5-star 
hotels. 

Grant sup-
port for the 
northern part 
of Monte-
negro for 
investment 
in tourism – 
minimum EUR 
500,000 and 
minimum 20 
jobs within 3 
years (con-
struction 
of hotels of 
more than 3 
stars)

IT 5% Tax on profit on 
software  production/
development

This summary is prepared by the Secretariat of the Investment Council in cooperation with AIDA. This 
summary contains general information obtained from laws, sub-legal acts, documents, websites part 
of the public domain. The information contained in this summary is not exhaustive and does not re-
place the professional assistance or advice that you or your company may need to make decisions, and 
should not be used as the basis for any decisions or actions that may affect finances or your business. 
Before making any decision related to the above, please consult the relevant legislation applicable in 
the respective countries. The Investment Council Secretariat is not responsible for the accuracy of this 
information nor for any decisions you make based on the information provided in this summary.
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T he Administrative-Territorial Reform 
was formally materialised with the 
adoption of Law 115/2014 “On Admin-
istrative-Territorial Division of Local 

Government Units in the Republic of Albania”, 
according to which local government was reor-
ganised in 61 municipalities and 12 counties. At 
the core of the first phase of the reform was the 
cartographic division of the local self-govern-
ment units. This was followed by the gradual 
process of legislation alignment pertinent to fi-
nance and taxation at the local level to increase 
decentralisation and efficiency in the use of re-
sources.
Despite the progress of this reform, there are 
still unresolved challenges for local self-gov-
ernment units. According to the 2019 EU Prog-
ress Report about Albania: “Most of the munici-
palities are not effective in collecting revenues. As 
a result, their ability to deliver quality public ser-
vices, in general, remains limited”. Moreover, ac-
cording to the evaluation of financial manage-
ment systems at the local level, PEFA (2017), 
“Main challenges for municipalities are related to 
the poor performance in collecting local tax reve-
nues and tariffs. The poor implementation of the 
budget obliges municipalities to reduce the pro-
jected costs at the beginning of the year, and as a 
result, arrears are created. Meanwhile, effective 

systems for monitoring the existence and perfor-
mance of arrears are lacking, which are a risk to 
local fiscal discipline.” As a result, the limited 
financial resources of municipalities reduce 
the opportunities to support mainly SMEs and 
the quality of services provided. This problem 
is identified at different levels, depending on 
various municipalities’ financial means and 
resources. It still remains necessary to see con-
cretely the quality of services provided to the busi-
ness in those municipalities that are more finan-
cially sound, such as the Municipality of Tirana. 
But, is there a basic service standard to evaluate 
the level of service quality?
Good fiscal management is an important precon-
dition for local economic development and invest-
ment promotion. Local economic development1 
is a strategic partnership process that helps: 
a) increase productivity (a key economic objec-
tive) by promoting investment in new or exist-
ing businesses with high growth potential; and 
b) creating local conditions to ensure sustain-
able growth over the local/national economy 
(e.g. infrastructure, water, energy, etc.) In this 
sense, economic development at the local level 
helps lay the foundations of local and nation-
al prosperity.

1  Source: Ewen Peters
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The importance of business interaction with 
municipalities has been brought up in sever-
al IC Meetings (since 2015) when discussing 
topics such as ‘Electronic Platform on Con-
struction Permits’, ‘Informality in Tourism’, 
‘Business Inspections’, ‘Reform on Property’. 
These topics cover some of the legal and reg-
ulatory aspects of the processes and services 
provided by municipalities to the business. 
We have taken note of some business expec-
tations towards municipalities, which relate 
mainly to the quality delivery of local services 
against the taxes and tariffs paid by the busi-
ness, transparency in the use of funds and 
concrete economic and infrastructure devel-

opment plans.
Given the above and following IC Members 
voting on IC Discussion Topic, the Secretariat 
focused on two important components: local 
taxes and tariffs in the context of fiscal decentral-
isation and the role of municipalities in the local 
economic development.
This working document does not undertake to 
analyse all the problems of municipalities in 
the context of decentralisation and business 
interaction, nor to provide exhaustive recom-
mendations for their solution. It aims to prior-
itise some concrete actions that improve mu-
nicipality-business relationships and increase 
the required transparency.

w w w . i n v e s t m e n t . c o m . a l

T he steps taken by the Secretariat to 
assess fiscal good governance at the 
local government level and the role of 
municipalities in economic develop-

ment are as follows:
(i) Exploration of strategies, documents, laws 

and by-laws adopted over the years;
(ii) Exploration of international and national re-

ports such as European Commission’s Prog-
ress Report, Evaluation of Municipal Finan-
cial Management Systems, PEFA Report2, 
Annual Report on Local Public Finance, 
Ministry of Finance, State Supreme Audit’s 
Annual Report on Audit Performance etc.

(iii) Analysis of issues addressed to the Secretar-
iat from companies and business associa-
tions during 2015-2020.

2  https://pefa.org/country/albania

(iv) 2019 IC Survey was conducted in the form of 
a structured questionnaire prepared by the 
Secretariat. This questionnaire was com-
pleted online randomly by 300 companies. 
The survey was published in Albanian and 
English on the IC website, afterwards shared 
on social media (Facebook, Twitter) and 
sent by e-mail to around 8,000 companies, 
out of which around 3,000 were also con-
tacted by phone to further promote the sur-
vey completion. The Secretariat collaborated 
with Epoka University for assistance in sta-
tistical processing and validation of the sur-
vey’s results. The survey was completed by 
businesses in all 12 counties of Albania. 64% 
of the respondents were businesses with 
a turnover of more than ALL 8 million, 25% 
with a turnover of ALL 5-8 million and the re-
maining were businesses with a turnover of 
up to ALL 5 million.

METHODOLOGY
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(v) Direct consultations of the Secretariat in 
cooperation with the Association for Lo-
cal Autonomy with the Municipalities of 
Tirana, Korça and Elbasan;

(vi) Direct consultations with businesses, 
Municipality of Shkodra and the Alba-
nian Association of Municipalities;

(vii) 2 Focus Group Meetings—first organ-
ised in collaboration with Municipality 
of Korça and local companies in Korça 

(16 December 2019), and a second one 
organised with the Tirana Chamber of 
Commerce and Industry and its members 
(26 December), with a total of 27 partici-
pants.

(viii) In addition, the Secretariat has received 
several written comments with concrete 
business problems and issues, more spe-
cifically from AmCham, FIAA, Confindu-
stria and DIHA.

 Figure. 1.  Respondents by county and annual turnover
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Source: IC Secretariat Survey July – September 2019

w w w . i n v e s t m e n t . c o m . a l

L ocal autonomy is the right and ability 
of local self-government units estab-
lished by law to regulate and admin-
ister an essential part of public affairs 

under their responsibility and in the communi-
ty’s interest.
The relations between the local self-govern-
ment units and central government institu-
tions are based on the principles of subsid-
iarity3, consultation and cooperation to solve 
common issues. Municipalities are guar-
anteed the right to generate income inde-
pendently, the right to receive unconditional 
transfers from the State Budget and the right 
to benefit from the sharing of revenues de-
rived from national taxes. Meanwhile, mu-
nicipalities have complete autonomy in using 
their own revenues, unconditional transfers 
and incomes from shared taxes. The functions 

3  “Subsidiarity” is the principle of performing functions and 
exercising competencies at a level of government closer to the 
community, given the importance and nature of the task, as 
well as the efficiency and economy requirements.

or competencies transferred or delegated to 
the Municipalities and the establishment of a 
new national standard for the performance of 
functions or competencies are always associ-
ated with the necessary financial means and 
resources for their exercise.
In detail, municipalities are financed by reve-
nues provided by (i) taxes, fees and other local 
revenues, (ii) funds transferred from the State 
Budget, and funds derived directly from the di-
vision of taxes and national taxes, (iii) local bor-
rowing, donations, and other sources provided 
by the legislation in force.
Annex 1 provides a complete overview of the lo-
cal self-government units’ functional, legal, and 
institutional aspects after the reform. This anal-
ysis aims to identify the following specific issues 
and findings in the context of business-munici-
pality interactions.

CONTEXT
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1. SURVEY MAIN FINDINGS 

A s mentioned above, the Secretariat 
conducted a survey on investment 
climate with a special focus on the 
interaction between the local gov-

ernment and the business. The survey contains 
data reported during July - September 2019. The 
questions were designed to collect information 
on transparency of municipalities toward the busi-
nesses, quality of services delivered by the munici-
palities compared to the fees paid by businesses and 
provision of electronic services by municipalities 
and respective usage by the businesses. 

Transparency at the local level:
C ompanies are generally informed about the 
local fiscal legislation applied in their munici-
pality (86% of companies are partly or fully in-
formed on local taxes and tariffs), and the trend 
is the same across all sectors of the economy and 
business sizes. Companies are also informed on 
local tax administrative procedures (71% of sur-
vey respondents are clear or very clear about the 
administrative procedure).
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 Figure 2.  Transparency on Local Taxes/Fees and 
Local Administrative Procedures

w w w . i n v e s t m e n t . c o m . a l

Companies are not informed about DMCs (88% 
say they have not any information regarding recent 
DMC). Regardless of the company’s size or the 
sector in which they operate, they declare that 
municipalities do not inform them on the adopt-
ed DMCs (the agricultural sector has the highest 
percentage of lack of information).

Companies with turnover above ALL 8 million have 
the highest percentage of unclarity about local tax 
procedures, 37% of which state that the information 
provided by local tax authorities regarding tax pro-
cedures is unclear. Whereas, companies operating 
in the industry sector, state that they have unclarity 
about local tax procedures (48% of the companies op-
erating in the industry sector).

 Figure 3.  Transparency on DMCs and compliance 
with legislation in force 

Companies lack confidence in the deci-
sion-making of local institutions compared to 
legislation in force (only 11% of the companies 
think that DMCs are in full compliance with legis-
lation, and 56% of companies state that DMCs suf-
ficiently influence their daily operations). Most 
companies operating in the agricultural sector 
tend to have low confidence in the DMCs (71% 
of companies operating in the agriculture sector 
think DMCs are not aligned with the legislation in 
force).

Cost-Benefit of the local services 
provided:
Companies, in general, are not satisfied with 
the level of local services if compared to the 
fees paid (78% of companies consider the cost/
benefit ratio as not reasonable). In terms of 
business size, companies with a turnover of 
ALL 5-8 million have the lowest percentage of 
satisfaction regarding the services delivered 
by the municipality (67% of them consider this 
balance to be unfair). Agriculture and industry 
are the most dissatisfied sectors with regard 
to municipal services and paid fees.

 Figure 4.  Business satisfaction on local services
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Electronic Services delivered at the 
local level:
Local institutions do not provide e-services to 
companies (76% of the companies say that they do 
not receive electronic services from their munici-
palities). Meanwhile, construction and services 
are the sectors that benefit most from e-ser-
vices delivered by municipalities (respectively, 
38% of construction companies and 24% of service 
companies stated that they benefit from the elec-
tronic services).

 Figure 5.  E-services at the local level

2. MAIN ISSUES FROM NATIONAL AND 
INTERNATIONAL REPORTS
The Secretariat has explored several national 
and international reports that have identified dif-
ferent issues related to territorial reform, fiscal 
decentralisation of local self-government units, 
and municipalities’ role in service delivery.
1. Specifically, the 2019 Progress Report for 

Albania states that: “In most municipalities, 
LGUs are not effective at collecting revenues. As 
a result, the overall ability of local institutions to 
deliver quality public services remains limited.”

2. Evaluation of Public Financial Management 
systems, conducted according to PEFA 
methodology on five municipalities4, high-
lighted local government challenges. Citing, 
“In general, fiscal discipline in municipalities is 
not the main concern, but municipalities have 
very little borrowing opportunity to fund their 
functions. The main challenge for municipal-
ities is their poor performance on local tax and 
tariffs collection. The poor implementation of 
the budget causes the municipalities to reduce 
the projected expenditures at the beginning of 
the year, consequently increasing bad debts. 
Effective monitoring systems for the creation of 
arrears that are a risk to local fiscal discipline 
are lacking.”

3. State Supreme Audit Institution (SSA), in its 
2018 Performance Audit Report “Functioning 
of Municipalities in the Framework of Territo-
rial Administrative Reform”, highlights prob-
lems in the legal and regulatory framework 
of local self-government seen from the per-
spective of territorial administrative reform 
and its progress5.

4. Problems regarding the real opportunities of 
the municipalities to generate income and 
provide better services have also been iden-
tified by the municipalities themselves or their 
associations6.

4  https://pefa.org/country/albania

5  In the new legislation there are “grey areas”, gaps in 
defining the competences of municipalities and the transfer 
of new competences is not complete and has not been 
accompanied by changes in the relevant laws, thus not clearly 
defining what tasks the central government has, and what are 
the local government duties. The specific transfer volume for 
the exercise of new functions relies on historical state budget 
data on expenditures incurred by the central government for 
these functions. As a result, no cost analysis has been carried 
out, both for the funds needed to carry them out but also 
for the investments needed to provide the services fully and 
legally.

6  Association for Local Autonomy, https://www.shav.al/sq/, 
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3. MAIN ISSUES IDENTIFIED BY 
BUSINESSES 
From the analyses carried out by the business 
associations themselves and the concrete cases 
brought by their members, we highlight:  

 » Generally, the tax burden at the local level is 
not perceived as high by the business, although 
in some cases it is considered penalised for 
formalising specific sectors (such as for the 
tourism sector)7;

 » lack of transparency in the setting, collection 
and destination of some taxes (such as 
temporary education infrastructure tax (in 
Tirana) and infrastructure impact tax on new 
constructions);

 » not returning paid fees and taxes in tangible 
services for the business8 (e.g. although 
businesses are paying the cleaning tariff, 
they still have to use their own cleaning tools, 
especially in the industrial areas);

 » imposing disproportionate tariffs vis-à-vis 
service delivery by the municipalities (such as 
environmental pollution and waste disposal 
tariffs);

 » unsystematic publication of DMCs;

Albanian Association of Municipalities, https://aam.org.al/

7  Consideration of formalized accommodation businesses 
in the Tirana municipality as related to the accommodation tax. 
It does not refer necessarily to the level of the tax but because 
the tax is collected only in formalized accommodation units, 
while there are many other entities that do not pay/hide the 
number of beds. 

8  Based on Secretariat’s database on business issues, 
2015-2019.

 » complex procedures for payment and collection 
of tax liabilities, especially by legal entities 
(freezing and unfreezing bank accounts);

 » continuous amendments to all relevant 
laws that define quantitative indicators 
in calculating the financial liabilities of 
mining companies towards central and local 
authorities;

 » setting local taxes and fees without legal 
reference;

 » issues related to the implementation of the 
agricultural land use tax;

 » issues related to delays in obtaining permits 
for construction permits when permits are 
approved by the local government (such as 
permits for the construction of high-water 
channels);

 » issues in the application of the tax on 
immovable property not for the owners but 
for the entities that operate under a leasing 
contract (e.g., in the field of hydrocarbons);

 » issues related to the imposition of fines 
and the frequent inspections made by local 
inspectorates (such as in the case of the Fire 
Protection Inspectorate.
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The following findings are the results of the Sec-
retariat’s research work in collaboration with 
key stakeholders:

4.  A DYNAMIC LEGAL FRAMEWORK, 
BUT STILL PERCEIVED AS NOT 
ALIGNED 
The legal framework governing the tax, tariff 
and financial aspects of local government units 
remains quite dynamic. We emphasise that this 
process started by the administrative-territorial 
reform has often been associated with still pending 
ad-hoc unintegrated legal measures and interven-
tions.  
Law No.139 / 2015 “On Local Self-Government” 
and Law No.68 / 2017 “On Local Self-Govern-
ment Finances” have brought a new standard 
in the provision of concrete rules on decentrali-
sation in general and on the fiscal framework in 
particular, as well as more local funding sources. 
However, some of these provisions have either not 
been properly harmonised, implemented and/or 

contradicted, or overlap with other laws referring 
to local taxes and tariffs9. 

9  The lack of full harmonization of the new laws no. 
139/2015 “On Local Selfgovernance” and no.68/2017 “On 
Local Selfgovernance Finances” with the existing framework is 
caused for several reasons, where we mention the main ones:
(a) The time lines of the legislative process and the lack of 
full, adequate, and integrated integration of the entire legal 
and sub-legal framework affecting local self-government and 
decentralization reform;
(b) The complex architecture of the fiscal legal framework that 
references formal, material, and procedural elements of local taxes 
and levies in several laws at once and in a broad body of bylaws. 
In most of the articles, there is an overlap between the provisions 
of Law 9632 dated 30.10.2006 “On the Local Tax System” (as 
amended) and Law 68/2017 “On Local Self-Government Financ-
es”, based also on the purpose and objectives of these laws 
themselves. This overlap of principles and rules for local taxes and 
tariffs in two different laws is useless and makes it very difficult 
for businesses (especially small businesses) to understand and 
implement the legislation, but also for municipalities. This is made 
even more difficult when human resources for the administration 
and most of the business are limited and changes in legislation are 
very frequent. For example, law no. 9632 dated 30.10.2006 “On 
the Local Tax System” and Law no. 9975 dated 28.07.2008 “On 
National Taxes” have changed 17 times.
(c) A brief and not always comprehensive consultation 
process on changes affecting business/municipalities. 
Some municipalities claimed that Law 68/2017 “On Local 
Government Finance” passed quickly and the time to comment 
or suggest was insufficient.

MAIN FINDINGS

w w w . i n v e s t m e n t . c o m . a l

1. The provision in Law 9632/2006 on 
the selection of a tax agent for collect-
ing local taxes on buildings – contra-
dicts the principles of local autonomy.

Provision of Law 9632, dated 30.10.2006 
“On the Local Tax System” (as amended), ac-
cording to which the tax agents of the units of 
local self-government for collecting the build-
ing tax should be authorised by the Council of 
Ministers, which also determines the amount 
of the benefit,1 is in contradiction to the provi-
sions of the above laws. 
This provision violates the principles of local 
autonomy sanctioned in Article 22/1 of Law 
13/2015 according to which: “The units of 
local self-government shall regulate and ad-
minister the exercise of their functions fully 
and independently” as well as Article 4 “Prin-
ciples of fiscal autonomy” according to which: 
“The units of local self-government are guar-
anteed the right to generate income inde-
pendently” and Article 12/3 of Law 68/2017 
according to which: “The units of local 
self-government may enter into agreements 
with each other or with local tax collection 
agents by decision of the council of the local 
self-government unit, based on a transparent 
and competitive procedure.”
Given the feedback of some municipalities, 
there seems to be a reflection not to infringe 
this competence of the local self-government 
units for the selection of tax agents without 
the approval of the respective DCMs. In gen-
eral, from the meetings conducted by the Sec-
retariat with the municipalities, it turned out 
that the selected tax agent for collecting the 
building tax was the Water Supply and Sew-
erage Company.

2.	 Dissimilar	classification	of	tax	for	
transfer of immovable property 
for individuals, natural and legal 
persons.

According to Law 68/20172, this tax is consid-
ered a national tax, 97% of which is shared 
with local self-government units. Meanwhile, 
law 9632, dated 30.10.2006 “On the Local 
Tax System”, considers it as a local tax3, what 
is collected by real estate registration offices, 
which, in the role of a tax agent, receive 3 per 
cent of the collected amount and the differ-
ence is paid on behalf of the respective bud-
get of the municipality in which territory the 
property is located.
3. Discrepancies in the amount 

of annual tax for circulation of 
used funds shared with local self-
government units.

According to law 68/20174, this tax is consid-
ered as a national tax, 25% of which is shared 
with the local self-government units, while 
according to law 9975 dated 28.07.2008 “On 
National Taxes” (amended) provided that 
only 18% of these taxes exceed the budget of 
the local self-government. Only after 3 years 
and specifically with law no. 86/2019, dated 
18.12.20195 , this ambiguity was resolved be-
tween the two laws, eventually sanctioning 
the amount of 25%.  
3. Failure to comply with the legal 

obligation to distribute 2% of 
personal income tax by local self-
government units.

Law 68/2017 in its Article 25 paragraph ç)6 
provides that 2% of the proceeds from the col-
lection of personal income tax shall be allo-
cated to the local self-government units. The 
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revenues collected from the separated taxes 
are transferred to the local self-government 
units by the end of the following month. De-
spite being the third year of implementation 
of Law 68/2017, during consultations with 
the municipalities, the Secretariat observed 
that the distribution of these revenues has 
not yet begun and consequently also the ful-
filment of this legal obligation. Technical 
shortcomings in how taxes on personal 
incomes are allocated to municipalities 
have affected the funds available to mu-
nicipalities to perform their functions and 
responsibilities.

5.  A CHALLENGING INSTITUTIONAL 
FRAMEWORK TO DELIVER IN TIME AND 
SUCCESSFULLY THE REFORM 
1. The transfer of new responsibilities/func-

tions to municipalities has in some cases 
not been supported by timely and appropri-
ate changes in the sectoral legal framework, 
as well as by a sufficient financial package. 
Significant examples are the new functions 
related to public forest and pasture manage-
ment, irrigation and drainage, etc. This was 
confirmed during the Secretariat’s meetings 
with the Municipalities of Tirana, Korça, El-
basan and Shkodra10. 

2. The new legislation still carries uncertainty 
about the role of the district, which continues 
to operate under the same pre-administra-
tive-territorial reform powers set out in Law 
no. 8652, dated 31.7.2000 “On the organisa-
tion and functioning of local government.” 

10  It is also analyzed in more detail in the SSA Performance 
Audit Report “The Functioning of Municipalities, in the frame of 
the Administrative Territorial Reform.

The functions of the district are a) building 
and implementing regional policies, b) their 
harmonisation with state policies at the dis-
trict level, and any other functions provided 
by law. These competencies are considered 
too general and have reduced the role of 
the counties, as confirmed by the consulted 
stakeholders. 

3. The Consultative Council for the Support of 
Local Self-Government, being a consultative 
body, is considered to have had no impact on 
effective decision-making in favour of mu-
nicipalities’ concerns. For example, in the 
case of discussions and consultations on the 
building tax methodology, these consulta-
tions took place at a time when the relevant 
draft law11 on changes to the building tax had 
previously been passed for approval by the 
Parliament. 

6. TRANSPARENCY IN MUNICIPALITIES’ 
DECISION-MAKING 

1. Non-consolidated and systemic 
publication of city council 
decisions affects the level of 
access and limits transparency 
on the decision-making of these 
councils and their recognition by 
businesses. 

Businesses claimed this in the 2019 IC Survey – 
when asked about the level of information they 
have on decision-making and DMCs approved 
by city councils, around 88% of businesses stat-
ed that the municipality does not inform them 
about approved DMCs. 

11  For some additions and changes to the Law No.9632 
dated 30.10.2006
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» In the frame of the Territorial and Ad-
ministrative Reform, it was approved the 
online platform vendime.al, as the official 
source for the publication of DMCs;

» It turns out that some of the MCs have 
published the decisions on their websites, 
while others give as reference the online 
platform, vendime.al;

» In practice, cases of partially published 
DMCs have been identified:

Municipality of Vora, Municipality of El-
basan - partial publication of DMCs without 
the relevant annexes containing the actu-
al tax values and fees, neither on the offi-
cial websites of these institutions nor on the 
platform vendime.al. (Ref. DMC Vora no.75 
dated 26.02.2017, DMC Vora no.36 dated 
23.04.2018 and DMC Elbasan no.129 dated 
20.11.2017)

Source: AmCham

2. The approval procedure of 
DMCs’ annual amendments 
pertinent to local taxes and 
tariffs in dispersed unintegrated 
documents makes it difficult for 
businesses to find accurate and 
updated information. 

Specifically, in the case of the Municipality 
of Tirana, DMC no.59 dated 30.12.2015, “On 
the System of Local Taxes and Tariffs” has 
been changed 10 times with different DMCs. 
These decisions can only be found published 
separately and not integrated into the DCM 
no.59/2015, making it difficult for businesses 
to update with the latest local tax and tariff 

obligations. This becomes even more difficult 
when the information is non-systematically 
published on various websites such as Tirana 
Municipality, Tirana General Directorate of 
Local Taxes and Tariffs12 and no consolidated 
and easily accessible version is available on 
any platform.  
The above is also highlighted by AmCham, as de-
tailed below:

DMCs are constantly changed and some mu-
nicipalities, even if they publish approved de-
cisions, publish them in the dispersion:
a) DMC Tirana no.59 dated 30.12.2015, on 

local taxes, has been amended several 
times during 2015-2018 since its first ap-
proval;

b) DMC Vora no.36 dated 23.04.2018, which 
amends DMC no.75 dated 26.02.2017 
on local tax and tariffs system, has been 
partially published, while DMC 75 is not 
published on the website of Municipality 
of Vora, but only on online platform ven-
dime.al.

This partially and dispersed manner of 
publication of DMCs, either on various doc-
uments or websites, makes information on 
local taxes and tariffs not easily accessible, 
bringing about shortcomings in efficiency 
and time delays as several websites and doc-
uments need to be looked up to get updated 
information. 

Source: AmCham
 

12  https://www.tirana.al/, https://dpttv.gov.al/; http://www.
vendime.al/
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Meanwhile, there are other municipalities that 
follow simpler and more efficient procedures in 
the case of annual approval of local taxes and 
fees, such as Korça Municipality, Fier Municipal-
ity, which, by adopting annual fiscal packages, 
abolish previous DMCs integrating all changes 
into a single DMC. We highlight that the prac-
tice of amending basic DMCs with continuous 
changes, although legally may be fair, is often not 
considered the best - in terms of the transparen-
cy that should be provided to citizens and busi-
nesses pertinent to local taxes and fees.

3. Although municipalities have an 
active role (e.g. Tirana, Shkodra) 
in adapting administrative appeal 
procedures, businesses are still 
unclear. 

During meetings conducted by the Secretariat, 
companies reported that they did not have com-
plete information about the procedures to be 
followed in relation to local tax and tariff com-
plaints claiming that information is missing, 
not accessible to them and unpublished. Even if 
grievance exists as a procedure, their confidence 
for impartial review by the municipality or for the 
decision to come in their favour was low. 
By verifications carried out by the Secretariat in 
relation to the above, it comes out that access to 
information on administrative grievance proce-
dures in the structures of local self-government 
units is difficult13. It is also identified that the pos-

13  From Secretariat’s explorations, it has been identified that 
municipalities have been assisted in setting up these structures 
through a Roadmap for the Drafting of the Regulation on the 
Organization and Functioning of the Local Structure of Tax 
Appeal by Local Government Units prepared in May 2018 by 
USAID. 
Regarding the decision-making, impartiality or efficiency of 
these structures, the Secretariat was unable to prepare an 

sibility of appealing local acts of municipalities is 
not expressed in the specific DMC related to local 
taxes and fees (e.g., DMC no. 15 dated 30.12.2015, 
MC Tirana). 
Despite the above, it should be highlighted the 
active role that municipalities have had in adapt-
ing legal changes regarding the adoption of pro-
cedures, criteria and the establishment of inter-
nal collegial structures in relation to tax appeal. 
It is found that based on the legal changes that 
Law no. 9632, dated 30.10.2006 “On the Local 
Tax System” (as amended) at the end of 201714 in 
its article 7 provides that: The taxpayer’s appeal at 
the local level against the decision or action of the tax 
office is made at the local tax appeal structures, as 
per criteria and rules established by the municipal 
council, in accordance with Article 4 of this law. The 
taxpayer has the right to appeal in court against the 
decision of the tax appeal structure of the municipal-
ity. 

Based on this provision, it is noted that at 
least in the case of the Municipality of Ti-
rana and the Municipality of Shkodra, 
verified by the Secretariat, measures 
have been taken to adopt the relevant 
and dedicated DMCs that address the 
establishment of tax appeal committees 
and the adoption of their operating reg-
ulations. Specifically, in the case of Ti-
rana Municipality, DMC no. 158 dated 
21.12.2018 was adopted and in the case 
of Shkodra Municipality, DMC no. 56 

analysis, as information on the decision-making of these 
structures was not public and accessible, in some cases 
not systematically made available by municipalities (e.g. 
Municipality of Elbasan) or no information submitted (e.g. 
Municipality of Tirana)

14  Law No. 106/2017, dated 30.11.2017. Published in the 
Official Gazzette No.222, dated 19.12.2017
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dated 19.07.2018 was approved. Infor-
mation on the right to appeal is generally 
provided at the bottom of the Tax Liabil-
ity Notice.

4. Lack of a complete address 
book affects the inadequate 
notification of companies 
regarding tax liability notices. 

Mainly for the Municipality of Tirana, as in other 
municipalities, this problem is on a smaller scale 
due to the smaller number of businesses and 
the limited territorial extent. The Secretariat has 
identified that obligations assessment reports 
are generally in line with local tax and tariff legis-
lation. The entities suggested the use of new and 
alternative means of interacting with business-
es, mainly through electronic taxpayer services 
that would enable timely notification of liabilities 
and reduce the mutual operating costs associat-
ed with notification (paper, postal services, etc.). 
We would propose opening a debate about in-
forming companies with alternative instruments 
such as e-mails, etc., without possibly requiring 
legal changes.

5. According to the 2019 IC Survey, 
businesses perceive a low level of 
compliance of DMC with the legal 
framework.

To the survey question “Do you consider DMC 
compatible with the applicable legislation?”, 60% 
of the businesses surveyed nationally responded 
that DMCs considered them partially or not at all 
compatible with the applicable legislation. Gen-
erally, the perception is the same in all regions of 

the country, where more than half of businesses 
consider them partially or not at all compatible 
with the legislation in force. 
During the analysis on the compliance of DMCs 
with other laws and from meetings with stake-
holders, the Secretariat did not identify any cas-
es of DMCs in open contradiction to the law. Ac-
cording to the municipalities contacted, DMCs 
are subject to the controlling filters of the MC and 
Prefectures. High perception as per IC Survey on 
the incompatibility of DMCs may be related to the 
fact that businesses perceive as non-transparent 
and unopened the decision-making of MCs. 

6. Business perceives there is a 
disproportionate differentiation in 
setting local tariffs, e.g., cleaning 
fee, etc.

During consultations with the businesses, it 
turned out that a different problem for them is 
the differentiated way of charging tariffs to simi-
lar businesses for the same service. 

In practice, there is a significant difference 
between the tariffs set in different munici-
palities. For example, the cleaning fee set by 
DMC Shkodra no.63 dated 30.10.2017 is 
ALL 13,000 for the small business and ALL 
33,000 for the large business. While DMC 
Durrës no. 401, dated 23.01.2017, sets the 
cleaning fee at 10.000 ALL for small busi-
nesses and 20.000 ALL for big business. 
It is also noted that the same fee varies for tax-
payers of similar categories within the same 
municipality, and the reasoning for this dif-
ferentiation is unclear (collecting most of the 
tax from a single entity). 
2018 Fiscal Package, Municipality of Kruja
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Cleaning and waste disposal fee
For existing cement factories 
– ALL 5.000.000
For other factories, plants according to their 
location and workload, etc. – ALL 3,000,000

Ecological taxation
For other large taxpayers - ALL 100,000 
For cement production entities and the like
- ALL 3,000,000

Source: Amcham 

Apart from the above, it is found that the fee for 
applying for a building permit on the electronic 
construction permits platform from different 
municipalities is different. Some municipalities 
apply a standard fee (e.g. ALL 2,500 Shkodra, 
in Korça by some categories but not more than 
ALL 2,000), while other municipalities have set 
a fee for reviewing the application for a building 
permit on the e-Permits platform, based on the 
investment value (e.g., the Municipality of Tira-
na applies a 1% fee on the investment value). Al-
though municipalities have the autonomy to de-
cide on local taxes and fees through appropriate 
MC decision-making, in the case when the ser-
vice provided through the platform is essentially 
the same regardless of the investor’s location, 
imposing the application fees as above detailed, 
is disproportionate in our view and subject to de-
bate.

7. Registration papers at the 
Municipality of Tirana for the 
payment of local taxes is often 
considered bureaucratic and 
inefficient. 

Raised by AmCham in regards to the following:

The Taxpayers Assistance and Registra-
tion Section is required to submit a set of 
documents before any request/complaint is 
made:
1. This procedure is contrary to the law “On 

Tax Procedures” and all the principles 
sanctioned therein for taxpayers’ rights. 
In addition to the taxpayer as a legal en-
tity, the required information relates to 
the administrator as an individual. To 
make these requests even more mean-
ingless, most documents are from or 
are issued by subordinate bodies. Why 
the administrator’s family certificate 
is needed to register a business? We un-
derstand that this procedure is intended 
to collect taxes for which individuals are 
responsible, but tax collection measures 
are set out in the Law on Tax Procedures, 
and none of them mentions waiving the 
right to appeal/ request in the municipal 
administration.

2. When a new business goes to pay its tax 
liabilities, the General Directorate of 
Taxes and Local Tariffs (DPTTV) re-
quires documentation “For registration 
of new business.” As in the above case, 
the required documents are in the one-
stop state registries like the NBC and the 
municipality itself and apart from mis-
using the document we do not think that 
it has any benefit for the municipality by 
creating totally unnecessary procedures 
and in violation of the law. 

Source: AmCham
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 » The business contribution 
remains modest, although the 
municipality’s consultation 
procedure on decisions/budgeting 
(community budgeting) is 
carried out, at least in the major 
municipalities

During consultations, it was noted that business 
participation in the consultation remains limit-
ed with regard to a) temporary taxes and tariffs 
set by the MC, b) how these funds were used at 
the time of drafting local budgets. Increased 
confidence in the process is also conditioned by 
whether or not to consider or even argue for re-
quirements such as when drafting fiscal packag-
es or allocating financial resources according to 
budget programs.
We note that Law 68/2017 brought as a nov-
elty the local government budgeting also 
through consultation with stakeholders and 
provided	 the	 imposing	 of	 fines	 for	 heads	 of	
municipalities if they did not carry out the 
foreseen consultations. Perhaps this is why 
the publication for the consultation has al-
ready been integrated into the work of mu-
nicipalities.
Although temporary taxes and local fees are paid, 
the business is not fully convinced that these funds 
are used for the stated destination. 
a) During consultations with the business, the 

level of transparency of the municipalities re-
garding the use of taxes and fees paid by the 
business was often brought into the discus-
sion. For example, entities in the county of 
Tirana demanded transparency over the use 
(destination) of funds raised by the Munic-
ipality of Tirana with the temporary tax on 
educational infrastructure or even the tax on 

infrastructure impact on new construction.
b) The proportionality and legal duration of 

the tax on education infrastructure. It is 
recorded that the tax on education infra-
structure is the only temporary tax, which 
is foreseen as such by the Municipality of 
Tirana for a period of 7 years. The annual 
fee for education infrastructure tax is pro-
vided in DMC no. 59 dated 30.12.2015 “On 
the System of Local Taxes and Tariffs in 
the City of Tirana”, in point I.f, based on the 
legal provision of Article 9 of Law no. 9632 
dated 30.10.2006 “On the Local Tax Sys-
tem” (as amended). This article, apart from 
providing that the provisional tax is one of the 
categories of local taxes, does not impose any 
conditions or criteria on their proportionality 
and duration15.

Despite this, law 66/2017 did not proportional-
ly address the duration of the temporary and 
concrete tax such as that imposed by the Mu-
nicipality of Tirana, which, although estab-
lished in 2015, is still in force. This is because a 
transitional provision and specifically Article 

15  Given this legal gap has left too much discretion to 
municipalities in imposing provisional taxes, their amount, 
number or duration, with the latest law no. 66/2017 “On 
the Finances of Local Self-Government”, the appropriate 
adjustments were made. Specifically, the law provided for a 
special legal provision, Article 13 “Rules for the imposition 
of temporary local taxes”. This Article states inter alia in 
paragraph 2 that: “2. The introduction of a provisional tax is 
preceded by the development of a plan, which includes, at 
least: a) the determination of the specific service or investment 
financed by the provisional tax; (b) the duration of the 
provisional tax, which may not be applied for more than three 
years from the date of entry into force, and the total and annual 
amount of revenue expected to be collected; (c) the cost and 
terms of service and investment, including the part financed by 
the interim tax and other sources, including the part financed 
by the municipal budget”, while in paragraph 9, it states 
that: “9. The local self-government units may not apply more 
than two provisional taxes during a budget year.” These legal 
provisions above address to a satisfactory extent the aspects 
related to the purposes of the provisional taxes and their 
duration.
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63 of Law No.66 / 2017, provides that the provi-
sional taxes imposed before the entry into force of 
this law shall apply in accordance with the legisla-
tion in force at the time of their adoption. 
Another concern about education infrastruc-
ture tax relates to its implementation not at 
the company/taxpayer level but for any sec-
ondary taxpayer’s identification number 
(NUIS) or place of activity of the entity. From 
the Secretariat’s exploration on the open.data.
al portal for the Municipality of Tirana,16de-
tailed information on the provisional educa-
tion tax can be found. Specifically, from 2016 
to 2018, about ALL 1.9 billion17were collected, 
but the Secretariat did not find any detailed in-
formation regarding the use of this fund by the 
Municipality of Tirana.

8. The business confirms that it 
is generally aware of the taxes 
and fees it pays but is unclear 
about how they are calculated, 
which may be due to a lack of 
information and fiscal education.

This is also confirmed by the 2019 IC Survey, 
where 48% of businesses at the national level 
claimed that they are uninformed about how 
to calculate local tax liabilities. 
Consultations with the business also revealed 
a lack of information on local fiscal liabili-
ties, with some businesses claimed they were 
very unclear about what they were paying. 
Although the share of local fiscal liabilities in 
their total fiscal liabilities was small and not 

16  https://opendata.tirana.al/

17  https://opendata.tirana.al/?q=dataset/planifikimi-dhe-
realizimi-i-t%C3%AB-ardhurave-t%C3%AB-bashkis%C3%AB/
resource/dbfafa76-f87f-406d-9690

considered a significant problem, their calcu-
lation and especially the procedural aspect of 
contesting/appealing local fiscal taxes or tar-
iffs as well as local fines were very unclear and 
to a large extent considered by businesses as a 
heavy burden.
Pursuant to Law 68/2017, local self-govern-
ment units have the right to set local tariffs for 
a service provided by these units or for a right 
granted to individuals, natural persons and/
or legal entities. The level of the tariff is ori-
ented towards covering the cost of the public 
service provided by the local self-government 
unit. Business consultations show that there 
are numerous disputes over the value of tariffs 
or even the distribution of the fiscal burden 
between family consumers and businesses. 
The most contested tariff is the cleaning tariff, 
which is claimed to be high against the quality 
of service provided (Amcham, DIHA). 
Published DMCs on fiscal packages, for none 
of the municipalities have explained the 
methodology of setting these tariffs, which is 
thought to be a deficiency that creates misun-
derstandings between municipalities and tax-
payers. For example, the MC has adopted with 
DCM 319/2018 a Waste Management Cost Cal-
culation Guide that will be taken into account 
by LGUs when calculating the cleaning tariff. 
If, for example, the municipality of Tirana has 
taken into account this DCM or not, this is not 
disclosed (at least referring to the DMC on the 
local fiscal package). 
Therefore, increasing transparency, consultation 
and real cooperation in setting tariffs from the 
municipalities with the businesses, but also with 
individuals would serve to a considerable extent 
in their awareness of the value, but especially of 
the payment of local fiscal obligations. 

w w w . i n v e s t m e n t . c o m . a l

Tariff of cleaning and removal of waste. 
This fee has increased significantly 
and, as such, has become a significant 
cost to the business. Given this and the 
fact that this fee is given in exchange for 
a service, it is important to have a direct 
connection between them. Specifically, 
the indicative levels and the tariff table 
need to be reconceptualised. 
Methodology and transparency for impos-
ing tariffs: 
Does the municipality have a method-
ology for sharing the tax burden among 
businesses and households in respect 
to the cleaning and waste removal tariff 
and the educational infrastructure tax? 
If so, what percentage of income should 
theoretically be paid by businesses and 
how much by individuals? But what 
happens in reality? What percentage of 
the amount is to be collected/cashed in 
by family members?

Source: AmCham

9. Implementation of unclear 
procedures by municipalities 
harm the business climate and 
the cooperation between the 
municipality and the business

a) The procedures for freezing and unfreez-
ing bank accounts from the Local Tax Di-
rectorates are uncoordinated and create 
conflicts with clients/businesses that, in 
many cases, are not notified in advance 
by the tax authorities for voluntary exe-
cution of tax liabilities. Reconciliation of 

accounts and payments and orders for un-
freezing are not sent to commercial banks 
in real-time.

A problematic situation regarding the proce-
dures undertaken by the municipalities for 
collecting tax liabilities is also identified by 
AmCham:

In practice, there are major problems with 
freezing orders sent by municipalities for 
the collection of tax liabilities by taxpayers. 
This is primarily because the provisions of 
the relevant law and instruction “On Tax 
Procedures” are unclear and with unclear 
deadlines. However, what is noted in prac-
tice is that municipalities issue freezing 
orders for the personal accounts of the en-
tity’s administrator at the same time with 
the order for freezing the company’s own 
bank account.
 The company’s tax liability passes to the 
sole administrator or shareholder under 
certain conditions and never without a 
court decision recognising the sole respon-
sibility of the administrator/partner. These 
actions lead to the illegality of the munici-
pality’s acts and place banks in a difficult 
position where they will have to choose 
between implementing an illegal act (oth-
erwise subject to sanctions by the munici-
pality) or protecting the legitimate interest 
of their clients).

Source: AmCham

b) Implementation of tax liabilities also for 
companies in the liquidation phase

We have had many companies that have 
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been in passive status for years (in these 
cases, the municipality does not impose tax 
obligations). At the moment of initiating 
the liquidation proceedings, the company 
is switched to active status by the NBC and, 
in this case, for the entire period in which 
lasts the liquidation procedure, the munic-
ipality calculates the local taxes and fees. 
In these cases, the activation of the status in 
“active” is intended only for the liquidation 
purposes of the taxpayer and not necessar-
ily that the company carries out economic 
activity. Local taxes and fees should not 
be applied unless it is established that the 
company is conducting economic activity.

  Source: AmCham

10. Mineral Rent18 - the beneficiary 
municipalities of the rent also 
remain the municipalities with the 
lowest income and in the country’s 
poorest areas.

In 45 municipalities19 in the country, natural re-
sources are used, and they are rent beneficiaries. 

18  Under Law 9975/2008 “On National Taxes”, any natural 
or legal person who is licensed and/or operates in the mining 
industry, under a contractual relationship with the Minister 
responsible for the economy, must pay rent for natural 
resources derived from/above/below land in the territory of the 
Republic of Albania. The royalty is calculated as a taxpayer’s 
monthly liability at the time it sells mineral products. In the case 
of export of mineral products, the rent shall be paid at the time 
the export declaration is made. 5% of the income from mining 
royalties belongs to the local government where the activity 
takes plac. 

19  Berat, Bulqizë, Cërrik, Devoll, Dibër, Dropull, Durrës, 
Elbasan, Fier, Fushë Arrëz, Gjirokastër, Has, Himarë, Kavajë, 
Klos, Kolonjë, Korçë, Krujë, Kuçovë, Kukës, Lezhë, Librazhd, 
Lushnjë, Malësi e Madhe, Maliq, Mallakastër, Mat, Patos, 
Peqin, Përmet, Pogradec, Poliçan, Prrenjas, Roskovec, 
Selenicë, Shijak, Shkodër, Skrapar, Tepelenë, Tiranë, Tropojë, 
Ura Vajgurore, Vau i Dejës, Vlorë, Vorë.

From consultations with municipalities, it turned 
out that the central government generally trans-
fers the amount of rent to the municipal budgets, 
which is used for investment for local government 
units. But, the value of the rent transferred to mu-
nicipalities remains a persisting problem, raising 
the issue of revising the Mineral Rent distribution 
formula, simplifying the rental income distribu-
tion procedures at LSGUs, and reviewing the val-
ue of the rent with the Regional Tax Directorates. 
A data exploration shows that the beneficiary 
municipalities are generally the lower-income 
municipalities and the poorest areas of the coun-
try, such as Kukës, Skrapar, Bulqiza, Klos, Mat, 
Patos etc. The Municipality of Bulqiza is one 
of the municipalities where the largest num-
ber of mining licenses is concentrated, and 
as a result of resource utilisation activity, it 
ranks at the bottom of the list of municipal-
ities	 for	financial	autonomy	measured	as	a	
percentage20of its revenues in the total rev-
enue. Can we open a debate about the model of 
how these areas of great natural resources are, 
at the same time, models of a balanced economic 
and social development ecosystem?

11. Implementation of building tax 
according to value methodology - 
a challenge for municipalities

The legal framework for the Fiscal Cadastre, 
as the central register of the immovable prop-
erty database that serves the purposes of ad-
ministering the immovable property tax, was 
adopted in 2017 as an expression of political 
will and a necessity to meet the recommenda-
tions of the IMF. 

20  5% is the level of own income/total local income 
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Unable to have complete data from the real 
estate register, the current process requires 
interaction from the local government units 
responsible for updating the Fiscal Cadastre 
data and putting into practice some of the ob-
ligations that arise for these units. 
Currently, the building tax is applied accord-
ing to specific provisions in DCM No.132, dat-
ed 7.3.2018, which is based on the methodol-
ogy for taxing buildings on a real value basis 
rather than on a surface basis only. The adopt-
ed methodology aims to expand the taxpayer’s 
base to the household category for which the 
methodology and taxation has a greater im-
pact in relation to businesses for which the 
burden of this tax is often lowered.
The income from the building tax constitutes 
the main item in the municipal income. Specifi-
cally, this item accounts for 18% of its own local 
revenue for the 61 municipalities in the country 
or 5% of the total revenue they have available. 
During meetings with various municipalities, 
the Secretariat has received comments on 
some criteria regarding the taxation of build-
ings which may be subject to review or discus-
sion. Specifically, in the Municipality of Shko-
dra, the claim was raised that according to the 
methodology, they are obliged to tax non-pub-
lic higher education institutions equally with 
the entities that conduct commercial activity, 
while in Elbasan the claim was made that the 
entities “shops without activity” should be 
taxed the same as others entities that conduct 
commercial activity.
Currently, it turns out that municipali-
ties are applying the new building taxation 
methodology	 according	 to	 their	 data	 and	
not	according	 to	 the	fiscal	 cadastre	 system,	
which is still in the process of being studied.

7.  BUSINESS EXPECTATIONS VERSUS 
THE QUALITY OF PROVIDED SERVICES
Municipalities provide about 36 functional 
services in the field of infrastructure and pub-
lic services, in the area of social services, in 
the area of culture, sports and entertainment 
services, in the area of environmental protec-
tion, in the area of agriculture, rural develop-
ment, forests and public pastures, nature and 
biodiversity, in the area of local economic de-
velopment, in the area of public safety, as well 
as delegated functions and competencies. 
Law 139/2015 increased the number of ser-
vices to LGUs, making the separate services 
exclusively LGUs services, such as pre-school 
and pre-university education, fire fighting ser-
vices, environmental protection, etc.

a) There is a need to establish national mini-
mum standards for service evaluation that 
are applicable nationally and locally

To the survey question “Do you consider fair 
the balance between the service received and the 
local fees you pay?” 78% of the companies an-
swered they consider this balance little or not 
at all fair.
The consultations with municipalities and 
businesses showed that there are no bench-
marks for assessing service delivery at the 
local level. Meanwhile, exploration of the pub-
lished documents showed that there are stan-
dards of delivery in some local services, such 
as pre-school education and fire protection, 
but there are no standards at the level of evalu-
ation of the services provided. In this context, 
it would be suggested that the standard-set-
ting process begins in those services where 
standards already exist. 
We emphasise that Law 139/2015 requires 
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LGUs to ensure the delivery of public services 
by designing and deploying a service perfor-
mance management system21based on local 
and/or national minimum standards and de-
signing and establishing a system of indica-
tors for performance measurement. 

b) Electronic services – Perceptions from the 
survey and concrete cases.

At the national level, the provision of online 
services for the business and the individual 
is one of the top priorities of the central gov-
ernment agenda. Even at the local level, al-
though uncoordinated22, municipalities have 
made efforts to facilitate the provision of ser-
vices, mainly fiscal ones focused on the online 
provision of local taxes and fees. 
Based on IC Survey and consultations with the 
business, it comes out that:

 » business is interested in minimising con-
tacts with municipal employees and ac-
cessing online services that save time and 
help reduce corruption. 

 » regarding the electronic services provid-
ed by the municipalities in the territory in 
which they were operating, 64% of busi-
nesses at the national level responded that 
the municipality does not provide elec-

21  The PEFA evaluation conducted in some municipalities, 
highlighted the lack of objectives in local service delivery to 
assess the effectiveness and efficiency of resource use. This 
is also reinforced by the performance audit performed by the 
SSA in relation to the quality of some services provided by 
municipalities whose conclusion was that at the local level 
there is a lack of performance indicators for their services and 
monitoring. Clear national standards (the case of classroom-
teacher education) of local public services are missing, which 
makes any system of monitoring and evaluation of local 
government activity meaningless in terms of service delivery 
meaningless. Even when there are legal standards, such 
as number of firefighters per thousand, they are not being 
implemented. 

22  Through donor funding, municipalities have created fiscal 
management software that are different among municipalities.  

tronic services while 12% responded: “I 
don’t know”. 

Tirana has the most positive perception at the 
county level, with 34% of the businesses stating 
that the municipality provides them with electron-
ic services and they benefit from them, followed 
by Shkodra, with 15% of businesses reporting that 
the municipality provides electronic services that 
they use. Meanwhile, in the county of Korça, 
only 8% of businesses responded positively to 
the question of whether they benefited from 
the electronic services of their municipality. 
During the meetings with the municipal ad-
ministration and the business, three typolo-
gies of electronic services were identified: 

(1) Case of the Municipality of Tirana
The Municipality of Tirana offers a range of 
services to businesses and individuals, not 
only through their website but also through 
e-albania portal. GDLTT also has its own web-
site, where each business through its account 
receives an official notification on the due lo-
cal tax liabilities, although its use by the busi-
ness is not very friendly, such as the case when 
the user requests to change the password is 
required to visit DPTTV office.  

(2) Case of the Municipality of Korça 
In Korça23, despite online service for receiving 
notifications on local tax liabilities, business-
es did not use it and stated that they were sat-
isfied with sending the notification by mail or 
even communicating directly with the munic-
ipality. 

(3) Case of the Municipality of Shkodra 
The Municipality of Shkodra24has built an 
integrated one-stop-shop system for regis-

23  www.bashkiakorce.gov.al 

24  www.bashkiashkoder.gov.al 2020 Fiscal Package
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tration and service delivery for business and 
household taxpayers throughout the munici-
pality, which will become fully operational by 
2020. 

8. ROLE OF MUNICIPALITIES IN 
ECONOMIC DEVELOPMENT – 
POLICYMAKER OR ONLY EXECUTER
Consultations with companies show that the per-
ception on the role of municipalities in the eco-
nomic development of the territory is modest. This 
may be mainly due to the fact that LSGUs have 
little income at their sole discretion, and most of 
the financial resources go to meet the operating 
costs of the municipality without allocating much 
investment funds or concrete assistance to SMEs.
Law 139/2015 has embedded to municipal-
ities also one of the fundamental functions 
of the city’s economic development, mainly 
in drafting strategic development plans and 
programs for local economic development. In 
the meantime, consultations have shown that 
businesses generally think that municipalities 
prioritise tax and tariffs collection rather than 
business support and promotion.   
Another significant source of revenues for 
municipalities in the last 2-3 years, also relat-
ed to the growth of the tourism sector, is the 
rental income received from contracts with 
private entities for the use of beach stations 
and the setting of rules to discipline them. 
During 2018, the Secretariat has identified 
some business problems in Velipoja beach 
related to lack of transparency in leasing con-
tracts, short notices for entering into a con-
tract or short time durations of only 1 year, 
which penalises sustainable or long-term in-
vestment or development. In the consultations 
in the Municipality of Shkodra, this problem 

has been confirmed, but according to them, it 
is also related to the delayed adoption of the 
relevant regulation25 on the conditions and 
criteria for beach use and lack of institution-
al coordination, also highlighting issues relat-
ed to informality in beach areas. 
By our verification, the relevant regulation26 
was adopted only at the end of March 2019, 
and meanwhile, contracts had to be conclud-
ed by 20 April. 
However, it appears that the regulation has 
finally established a sound basis for the con-
ditions and criteria for beach development, 
enabling greater predictability for businesses 
and municipalities for local development. The 
regulation stipulates that contracts from mu-
nicipalities may be concluded within a term 
of 1 to 5 years, and in any case, this process 
should be closed by 31 March of each year/
season.
In addition, it is noted a lack of initiatives and 
projects at the county level for integrated eco-
nomic development. The feeble role of coun-
ties in the competencies and financial sup-
port of municipalities has not yet enabled any 
regional development project. Efforts made 
to foster regional economic development 
through the creation of the National Agency 
for Regional Development, Regional Econom-
ic Development Agency and Regional Develop-
ment Agencies in 2015 did not prove effective. 

25  DCM no. 171, dated 27.3.2019 On the Approval of 
the Regulation “On the Conditions and Criteria of Activity 
Exercising of Beach Station”

26  However, it appears that the regulation has finally 
established a sound basis for conditions and criteria for beach 
development, enabling greater predictability for businesses and 
municipalities for local development. The regulation provides 
that contracts from municipalities may be concluded for a term 
of 1 to 5 years and in any case this process should be closed 
by March 31 of each year/season.
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In 2018, these agencies were merged, and their 
functions were transferred to the Albanian 
Development Fund (ADF). ADF is the main in-
strument for carrying out investments27 , but 
municipalities have to compete to benefit from 
the grant. 
The Municipality of Korça uses fiscal instru-
ments as incentives for the business28, such as 
the application of lower tariff rates within lim-
its allowed by the applicable legislation.
However, municipalities do not have many in-
struments they can use to serve as incentives 
for the business. The law gives them the right 
not to impose taxes, but this option has not 
been considered by any municipality, consid-
ering their low income level. 
An increase of internal capacity of the munic-
ipality and the creation of dedicated units to 
access funds (development partners, financial 
and non-financial institutions, and donors) 
and other resources would increase the effec-
tive role of municipalities as initiators, cata-
lysts and drivers of local economic develop-
ment in their communities. Collaboration with 
AIDA can be an important tool to maximise the 
potential for attracting investments.
Furthermore, another shortcoming relates to 
local assets, which, although seen as a source 
of income, for the most part, cannot be used 

27  According to the SSA report, 40% of investments by 
municipalities in 2017 are from RDF funds and in 37/61 central 
government investments on municipalities go up to 17 times 
higher than investments from municipal funds themselves. 
http://www.klsh.org.al/web/Raporte_te_Auditimeve_te_
Performances_3218_1.php

28  The Municipality of Korça imposes lower tariffs on 
businesses as a form of incentive for increasing employment as 
per the following scheme: 20% reduction for businesses with 
more than 20 employees, 50% reduction for businesses with 
more than 50 employees, 100% reduction for businesses with 
more than 100 employees. Exemption for new startups from 
local tariffs for 1-year period.

by municipalities as they either do not own or 
own assets in their territory, but ownership of 
central institutions. Thus, municipalities have 
limited access to operate on their territory. 
Thus, municipalities have limited access to 
operate in their territory. This is a problem 
raised during meetings in the Municipali-
ty of Shkodra and also in other previous IC 
analyses.
From the point of view of consulted compa-
nies, municipalities need to be consistent in 
their priorities and decision making, enabling 
them to solve 2-3 key problems by allocating 
all-sufficient funds at once, rather than mak-
ing partial, regional and local investments that 
do not guarantee consistency. Main referenc-
es in this regard were made for investments 
in local infrastructure in industrial areas, e.g., 
from businesses in the Municipality of Shko-
dra or other municipalities.
Although municipalities have very little compe-
tence at their disposal to provide tangible incen-
tives to businesses in their territory, generally, 
municipalities choose to impose the minimum 
taxes provided by the framework laws. For ex-
ample, in many municipalities where the con-
struction intensity is low, it has been chosen to 
apply as infrastructure tax, the minimum re-
quired by Law 9632, dated 30.10.2006, at the 
rate of 4% of the investment value (Shkodra, 
Korça etc.).
TEDA – Project of the Municipality of Tirana as a 
real opportunity for sustainable economic devel-
opment 
The Municipality of Tirana intends to create a 
Technology and Economic Development Area 
(TEDA) of western standards with priority in 
industries of technological character such as 
the industry of automobile, ICT, and electron-

w w w . i n v e s t m e n t . c o m . a l

ics29. The creation and operation of this Area 
(TEDA Kashar) aim to create a special territo-
ry with a highly facilitated fiscal and customs 
regime to promote economic activity and pro-
mote investment, job creation and income 

29  Sustainable Development Strategy 2018-
2022, Municipality of Tirana - https://tirana.al/
uploads/2019/3/20190304142936_szhqbt-2018-2022-30-e-
miratuar-per-ëeb-finale.pdf - 

growth, accelerating regional development 
and expansion of economic links between na-
tional and international markets, the introduc-
tion of advanced technology and acceleration 
of goods and capital flow30.

30 Greenfield – personalized at the core. Unlike other 
economic areas in the territory of Albania, TEDA Kashar is 
Greenfield, thus creating an opportunity for personalised 
buildings depending on the specific capacity of the investor. 
The selected area is about 50 hectares, while the whole field is 
150 hectares. 
Infrastructure adapted to necessary capacity. A specific factor 
that determines the destination of investment is infrastructure. 
The area developer, in this case Municipality of Tirana, is 
responsible for deploying the necessary infrastructure within 
the boundaries of the designated area. Being also a project 
of public benefit, it is the duty of the central government to 
provide the infrastructure outside the boundaries of the area.
A strategic location. One of the key determinants of success 
for an economic area is location. Tirana is located at the heart 
of the country, and it is strategically connected via good road 
networks with the country’s borders, regional markets and 
beyond. There are about 3,719 km of roads, where national 
primary roads are paved as per international standards, and 
logistically linked to key Eastern European corridors.
Workforce with high potential. The metropolitan area between 
the two main cities of Albania, Tirana and Durrës, where TEDA 
will be implemented, represents almost 40% of the total 
population, 63% of national production and 50% of domestic 
enterprises, creating one of the most important economic 
clusters in Albania.
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1. LEGAL 

RECOMMENDATION 1. 
Harmonisation of legislation in the area 
of local taxes and tariffs with the new 
legislation on local self-government. 
Precisely, Law No. 9632 dated 30.10.2006 “On 
the Local Tax System” (as amended) should be 
harmonised with Law no. 139/2015 “On Local 
Self-Government” and Law no. 68/2017 “On the 
Finances of Local Self-Government”. To this end, 
it is necessary:
a. Repeal of the Article 22/5 paragraph 2 in 

Law no. 9632 dated 30.10.2006 with con-
tent “On Tax of the Building,” as per dispo-
sition of this law, can be collected through 
tax agents, which have territorial spread, 
the electronic database for the generation 
of liabilities and authorised by Decision 
of the Council of Ministers in accordance 
with the legislation in force on tax proce-
dures. The Council of Ministers also deter-

mines the extent of the benefit of the autho-
rised agent on the income received from 
the building tax.

b. Specification of the category on the fee for 
the transfer of the right of ownership of real 
estate for individuals, natural and legal per-
sons, whether national tax or local tax. 

In light of frequent changes introduced by Law No. 
9632 dated 30.10.2006 “On the System of Local 
Taxes and Tariffs” being changed 17 times in total for 
only 39 articles, in the longterm it is recommended 
to draft a new and comprehensive law to guarantee 
the unity of legal norms and their coherence in the 
longterm.  

RECOMMENDATION 2. 
Implementation of the legal obligation under 
Article 25 paragraph ç) of Law 68/2017 
to allocate 2% of personal income tax 
revenues to local self-government units.
MFE to specify Tax breakdown formula for each 
municipality.

RECOMMENDATIONS
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2. TRANSPARENCY AND FISCAL 
EDUCATION 

RECOMMENDATION 3.
Publication and increase of transparency 
on local taxes and fees for businesses 
through:
1. Notification and dissemination of informa-

tion on local taxes and fees and procedures 
for their payment in easily accessible means 
of communication: e.g. notifications to the 
online local tax and tariff account, notices by 
e-mail, website.

2. Publication of annual DMCs on taxes and 
fees in an integrated and consolidated man-
ner;

3. Municipalities to take measures for real-time 
publication of DMCs on the existing online 
platform (vendime.al) and in pertinent sec-
tions on their own websites. 

RECOMMENDATION 4. 
Prepare, make public and easily accessible 
a special section on administrative 
grievance procedures in local government 
units. 
1. Standard models of the Tax Notice of Valu-

ation provide in particular: a) the taxpayer’s 
right to appeal; b) modes of complaint; c) the 
time limit within which the complaint must 
be made; (d) the structure responsible for ex-
amining the administrative complaint; and 
(e) a link to detailed information on the rights 
and obligations of the parties for an effective 
administrative complaint procedure.

2. The review structure of administrative com-
plaints, including competencies, the legal 
basis of its functioning and the final deci-

sions on administrative complaints, should 
be made public (anonymising personal data 
in these decisions) to enable the unification 
of practices and transparency for all involved 
parties. 

RECOMMENDATION 5. 
Preparation of a National manual for the 
tariff-setting process in cases where this is 
missing.
In designing the guideline/methodology as well 
as setting the tariffs, the relevant MC shall take 
into account the provisions of the law that the 
tariff should be oriented to cover the cost of the 
service provided. The methodology should not in-
fluence on the principles of local autonomy provid-
ed by law but should set some standards on the 
reasoning for determining the level of tariffs and 
on the reasoning for differentiating between tax-
payers who are subject to different levels of the 
same tariff. 

RECOMMENDATION 6.
Municipalities should enable real-time 
updating of liabilities paid and/or carried 
forward by businesses and the information 
on the business (administrator). This would 
allow better coordination:
1. In cases of freezing/unfreezing bank ac-

counts of taxpayers in commercial banks.
2. In the case of valuation/calculation of local 

taxes and tariffs for taxpayers during the liq-
uidation period. 

In view of the above, it is suggested to create an 
online communication interface among relevant 
electronic systems for the exchange of informa-
tion. Fundamental is also the unification of the 
electronic format for the blocking orders.
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RECOMMENDATION 7. 
Municipalities should make transparency on 
the methodology of setting and calculating 
fees on services provided, for example, 
methodology on cleaning tariff. 

3. SERVICES 

RECOMMENDATION 8.
Setting/Increase of standards on local 
services. Central and local government to 
implement:   
1. Minimum standards of service delivery at a 

national level; 
2. A system for measuring performance at the 

municipal level in relation to the provision 
of services to citizens/businesses based on 
concrete indicators.

RECOMMENDATION 9. 
Digitisation of administrative services at 
the local level in the context of deregulation 
reform. 
1. Online submission of notification on Local 

Tax Payment through electronic systems 
that should be made applicable in all munici-
palities in the country. 

2. Simplification of procedure and documen-
tation required from businesses for regis-
tration in the local tax office, e.g. ease the 
businesses burden in obtaining documents 
that can be exchanged among state offices 
themselves. 

4. ECONOMIC DEVELOPMENT

RECOMMENDATION 10. 
Creation of functional local and regional 
cooperation platforms for economic 

development at the local and regional level, 
with the participation of LGUs, businesses, 
community, financial institutions, etc. 
Reference could be made on two platforms 
functioning in the Municipality of Shkodra 
and Municipality of Vlora31. 

RECOMMENDATION 11. 
Increase transparency on the decision-mak-
ing process of municipalities regarding lo-
cal development projects and programmes 
through their periodic and preliminary publica-
tion so that businesses can prepare in time their 
business plans. It is important to publish a “pass-
port of potential investments” on the municipal-
ities’ website with accurate data on the labour 
force, its qualification, and all other factors that 
influence the attraction of investments.

RECOMMENDATION 12. 
Registration in the National Agency of 
Cadastre of immovable properties under the 
administration of municipalities. 
Publication of municipal assets, transparency 
on the transferring and registration of these as-
sets, as well as making them available for use in 
support of economic development and income 
generation.

RECOMMENDATION 13. 
The process of transferring functions 
already initiated to the municipalities, 
including a clear definition of functions 
and competencies in the legislation and 
respective association with the appropriate 
financial package, should be completed. 
(the exercise of these functions by local 

31  https://teuleda.org.al/?page_id=1152 / http://www.auleda.
org.al/auledaphp/about_board_members.php
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governments has been associated with 
problems related to the financial inadequacy 
of the provision of these services to 
the standards set out in the relevant 
legislation (e.g. Fire and Rescue Law sets 
some standards that are impossible for 
municipalities to meet with the current 
funds transferred from the central budget).

RECOMMENDATION 14. 
Implementation of TEDA project in the Munic-
ipality of Tirana and replicating the model in 
other regions/municipalities with concrete eco-
nomic development plans. 

RECOMMENDATION 15. 
Implement and intensify Municipality-Business 
consultations to address and analyse sustain-
able economic development.

RECOMMENDATION 16. 
Capacity building of municipalities on the quali-
tative preparation of periodic financial reporting 
and their publication. This is a must for attracting 
potential investors and transparency towards 
the community, and it would serve to examine 
the efficiency of each municipality’s work and 
increase lending opportunities for municipali-
ties to boost investment and economic growth.
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ANNEX 1 
CONTEXT ON FUNCTIONAL, 
LEGAL AND INSTITUTIONAL 
DYNAMICS

FINANCIAL RESOURCES OF 
MUNICIPALITIES 

1. Taxes, Fees and Other Local Income:
a) Local Taxes 

Local Taxes are set by law, while the Municipal 
Council has the right to impose a temporary tax on 
the provision of specific public services and invest-
ments but for a specific period of time.
The types of local taxes are defined below:

 » Tax on Immovable Property includes 
o a tax on buildings
o a tax on agricultural land
o tax on urban land, as well transactions 

conducted on them
 » Infrastructure Tax on new buildings
 » Hotel Accommodation Tax; 
 » Tax on Billboards; 
 » Temporary Local Taxes, imposed as provi-

sioned by the law; 
 » Local taxes on the economic activity of small 

businesses; 

 » Taxes on personal income, taxes on reve-
nues derived from donations; inheritances, 
testaments, and from local lotteries; 

 » Other taxes defined in law.
The council of the local self-government unit has 
the right to impose temporary taxes for the provi-
sion of specific services and public investments 
for a limited period of time.

b) Local Fees 
Local self-government units have the right to set 
fees for a service that these units provide or for 
a right granted to individuals, natural and/or le-
gal persons, and the level of the fee is oriented 
towards covering the cost of public service pro-
vided by the LGUs.
The council of the local self-government unit sets 
the levels of local tariffs, the types of which are 
listed below: 

 » Fees for the occupation of public space 
 » Fees for the waste collection and disposal 
 » Fees for water supply and sewerage systems 

 » Fees for irrigation and drainage; 
 » Fees for administrative services provided, 

including licenses, permissions, authorisa-
tions, etc.

 » Temporary fees, in accordance with circum-
stances set by law

 » Other fees for local services, as approved by 
the council of the local self-government unit; 

 » Other fees, as prescribed in law.

c) C. Other Revenues 
Municipalities can generate income from assets 
and economic activities as well as from dona-
tions.
In the following file are presented Taxes/Tariffs 
applied in the municipalities of Tirana, Shko-
dra, Korça and Elbasan, in effect till the end of 
2019. Source of information: municipalities’ 
website. 

d) Transfers from the state budget and 
other transfers

LGUs receive unconditional and conditional 
transfers from the central government and part 
of national tax revenue. LGUs have full autonomy 
in the use of unconditional transfer and shared 
taxes, while the conditional transfer is used to 
the end and in the manner specified by the entity 
providing the transfer.

 » Unconditional transfers from the State Bud-
get are given to LGUs to finance the exer-
cise of their functions and competencies 
as provided by law. The total amount of the 
unconditional transfer may not be less than 
1% of annual GDP and, in no case, less than 

the previous year’s amount. Separation by 
municipalities is done according to the for-
mula approved by law, taking into account 
the resident population in the territory of the 
municipality, the density of the population in 
the territory and the number of students in 
pre-university education.

 » Shared Taxes - According to the legal pro-
visions, LGUs receive a percentage of the 
national taxes incurred in their jurisdiction. 
The national taxes shared with local govern-
ment units are:
• 97 percent of the income from the trans-

fer of property tax on immovable proper-
ty to individuals, natural and legal per-
sons;

• 5 per cent of the annual tax revenue for 
the used vehicle turnover;

• 5 percent of royalty income;
• 2 percent of personal income tax income

 » Conditional transfer is provided for:
• delegated functions of LGUs;
• special projects, considered of local, re-

gional or national interest, which require 
cooperation with the local self-govern-
ment

 » Specific transfers are given for:
• financing new functions transferred to 

LGUs
• financing of services in case of emer-

gencies or similar situations of nation-
al interest, where cooperation with 
local self-government units is required

e) E. Local borrowing  
Municipalities have the right to borrow short-
term and long-term loans.
2. Municipal financial resources are 
improved but still insufficient
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The adoption of the new law on local gov-
ernment finances strengthened the rules of 
budgeting and fiscal discipline at the local 
level. The increased predictability and 
transparency of funds received from the 
state budget and revenues from local tax-
es and tariffs created a higher opportunity 
for municipalities to prepare more realis-
tic and efficient budgets. The link created 
between unconditional transfer received by 
municipalities and Gross Domestic Product 
increased the funds available to municipal-
ities. Unconditional transfer allocation in 
2019 was 42% higher than in 2015, before the 
law’s approval, and about 38% higher than its 
historical average level. Moreover, the trans-
fer of new functions to municipalities was 
associated with financial support, although 

these transfers have been associated with 
problems regarding their sufficient level. As a 
result, financial resources available to mu-
nicipalities to fulfil their mission and func-
tions increased. 
Despite improved municipal financial re-
sources, Albania is still below the average of 
South-East European countries in terms of the 
ratio of total funds available to municipalities 
as a percentage of GDP (5.9% SEE and 5% Al-
bania) and the ratio of own source revenues to 
total sources (34.4% SEE and 29.1% Albania). 
Figure 2 below compares the ratio of own rev-
enues to total local incomes for Albania’s 61 
municipalities during 2018. Data show that: (i) 
only 23 municipalities are above the national 
average (15%) and (ii) prominence of Tirana 
Municipality.

 Figure 6.  Fiscal Autonomy at the local level, Ratio: Own revenues/total revenues (2018)

Source: www.financatvendore.al 
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On average, the total amount of funds for which 
municipalities have full discretion in their user 
accounts for about 55% of total financial re-
sources. Revenue from its own local resources 
is crucial for good and independent local gov-
ernment. In the local budget, this revenue cate-
gory accounted for about 29.1% of total financial 
resources in 2018, improved compared to the 
previous year, due to the increase in the level of 
local taxes and tariffs in some municipalities, 
but also due to the potential improvement in 
the rate of revenue collection32.
The role of local tax, tariffs and other local resources 
in the total budget diverges considerably among the 
61 municipalities in the country. In 28 municipal-
ities out of 61, tax revenues represent over 50% 
of their own source revenues33; meanwhile, in 
31 municipalities, tariffs represent over 50% of 
the municipality’s own local resources34. Mean-
while, the capacity of municipalities to generate local 
tax revenues and tariffs also represents significant 
differences among municipalities. 61.8% of total 
local tax revenue is collected in the Municipality 
of Tirana, followed by Municipality of Durrës35 
with 5.2%, due to the infrastructure tax on new 

32  www.financatvendore.al

33  Municipalities of Vlora, Ura Vajgurore, Tirana, 
Shijak, Roskovec, Lezha, Kavaja and Durrës collect tax 
revenues above the national average of circa 59.7%, www.
financatvendore.al

34  In the Municipalities of Bulqiza, Kamëz, Kukës, Kuçovë, 
Patos, Puka and Skrapar local tariffs contribute to more 
than 70% of the revenues from the municipality’s own local 
resources, www.financatvendore.al

35  Practically, the weight of municipalities to total revenues 
from local taxes and tariffs suggests a large gap in terms of 
fiscal capacity between Municipality of Tirana and 60 other 
municipalities. The Municipality of Tirana collects revenues as 
much as the other 60 municipalities together, respectively. For 
2018 the Municipality of Tirana has collected 13 billion ALL, 
while the other 60 municipalities have collected 11 billion ALL. 
Apart from the Municipality of Tirana, the differences between 
municipalities continue to be prominent between county-centre 
municipalities (large municipalities) and 49 other municipalities

buildings. A similar picture is present when 
comparing revenues from local tariffs: the Mu-
nicipality of Tirana collects about 43.0% of the 
total, followed by the Municipalities of Kamza 
and Durrës with 5.8% and 4.7%, respectively.
To conclude, taxes and tariffs are essential sourc-
es of revenue for municipalities. However, it is be 
noted a noticeable difference in the collection of 
fiscal revenue between the Municipality of Ti-
rana and other municipalities, where the major 
impact comes from the infrastructure tax on new 
buildings.

3. Local development plans - the role of 
the business
Local Development Plans are important tools 
for the territorial development of municipalities 
and for enabling their economic growth. Based 
on Law 107/2014, “On Territory Planning and 
Development”, the mayor is responsible for draft-
ing the local plan for the development of the ter-
ritory, which is afterwards approved by the MC. 
According to official data36, currently, 31 munic-
ipalities have approved their Local Development 
Plan (LDP), 12 municipalities are in the process 
of drafting the LDP, whereas 18 municipalities do 
not have an LDP.
LDPs are implemented through sectoral plans, 
detailed local plans and construction permits. 
Sectoral plans at the municipal level are drawn 
up in the implementation of the general local 
plan and define the strategic development of 
various sectors in the administrative territory of 
the municipality. The design of local plans in col-
laboration and with the participation of groups 
of interest, in particular private sector, as well as 

36  http://www.azht.gov.al/al/instrumentet-e-planifikimit/
planet-e-pergjithshme-vendore-44-ppv

MUNICIPAL - BUSINESS INTERACTION
ON TRANSPARENCY, SERVICES 
AND LOCAL ECONOMIC DEVELOPMENT

580 581



increased transparency through publication, are 
essential to spur economic development at the 
municipal level. 
LDPs should be implemented in synergy with the 
Strategic Development Plan of LSGUs37.

STRATEGIES AND LAWS

1. National Cross-Cutting Strategy for 
Decentralization and Local Governance 
2015-2020
The strategy summarises the vision of local 
self-government and the decentralisation pro-
cess38. It was adopted shortly after the approval 
of Law 115/2014, “On the administrative-territo-
rial division of local government units in the Re-
public of Albania”.
The main pillars of objectives identified by the 
strategy were as follows:
1. Increasing the efficiency of local self-government 
structures:
(a) Territorial consolidation of the first and sec-

ond-level of the local government units; 
(b) Finalisation of the decentralisation process 

for shared and delegated competencies. The 
strategy also mentions the financial support 
that will be given to local government units 
when the latter are unable to meet the re-
quired national standards;

(c) Review of competencies under shared func-
tions will be harmonised and coordinated 
with the reformation of the second tier of lo-
cal governance and deconcentrated bodies 
at the regional level as well as with the re-
gionalisation process. 

37  Article 32 of Law no. 68/2017 “On Local Self-Government 
Finances”

38  Decentralization reform has been launched since 1999 
based on the European Charter of Local Self-Government 
(1999) and the National Decentralization Strategy (1999)

2. Strengthen Local Finances and Increase Fiscal 
Autonomy
(a) Fiscal decentralisation reforms create op-

portunities for local governments to have 
more financial resources. To achieve this 
objective, important legal initiatives were 
designed, including the elaboration of a new 
integral law on the local government fund-
ing, development of a new fiscal decentrali-
sation package that will apply the concept of 
national tax sharing and improve the criteria 
for the allocation of grant transfers to the lo-
cal government units. 

(b)Foster sustainable local development aiming 
to establish a new harmonised model of so-
cio-economic and territorial to reduce dis-
parities in the development of various areas 
and territories of the country and support the 
local government initiatives for local devel-
opment. 

3. Strengthen Good Governance at the Local Level
(a) Enhance transparency and increase partic-

ipation of the community, business and civ-
il society in the public decision-making at 
the local level. The legal framework will be 
revised, and a special “performance moni-
toring system” will be developed as a mech-
anism to guarantee the accountability of the 
public administration and ensure efficient 
delivery of services at the local level.

(b) Empower the local administration. The main 
goal in advancing the public administration 
reform at the local level will be the develop-
ment of a non-bureaucratised, profession-
al and transparent public administration, 
which is politically unbiased, able to respond 
to the expectation of the business and the 
community for public services and with the 
ability to handle the challenges brought forth 

by the European integration of the country 
and the absorption of EU funds, in full re-
spect of the standards, which will also be the 
priorities of the public administration reform 
at the local level.

(c) Improve institutional relations between the 
local and central governance. Formal and 
functional mechanisms of the inter-institu-
tional dialogue between the local and cen-
tral government will be established. Deci-
sion-making of local impact will have greater 
inclusiveness and will follow extensive con-
sultation with its representatives of local 
government units.

To implement the strategy, over 150 measures 
were identified in the frame of the detailed ac-
tion plan for the period 2015-2020, most of which 
relate to the review and adoption of the full legal 
package related to local self-governments.
Summarised and for purposes of this analysis, 
here below are listed only the main laws39: 

2. Law No. 139/2015 “On Local Self-
Government”
This law established the new normative frame-
work for the organisation and functioning of 
local governments with new functions and com-
petencies40. According to this law, local self-gov-
ernment units are organised only at 2 levels, 
municipalities as the first and basic level of local 
self-government and counties as second-level 
units, thus eliminating communes as adminis-
trative units at the local level.

39  The scope of laws and bylaws related to local self-
government are also found in other laws such as: Law No. 
9936, dated 26.6.2008, on the Management of the Budgetary 
System in the Republic of Albania (as amended) or Law no. 
9975, dated 28.7.2008 On National Taxes as amended.

40  This law replaced and abrogated Law No. 8542 dated 
31.07.2000 “On the organization and functioning of the local 
government”

The law defined a broader area of   new compe-
tencies and functions for municipalities, avoid-
ing common functions and sanctioning for the 
first time the concept of taxes and tariffs sepa-
rated as categories from national sources of rev-
enue. The new functions allocated to the munic-
ipalities are:

(a) Management of forests and pastures
(b) Maintenance of rural roads
(c) Irrigation and drainage infrastructure
(d) Fire and rescue protection
(e) Management of social centres
(f) Support staff for the pre-university 
education system
(g) Teachers and support staff in the pre-
school education system

One of the novelties of the law are the provisions 
of Chapter VI, which set out some fundamental 
principles regarding transparency and public 
participation in the decision-making process of 
the municipality41 by making prior consultation 
with the public mandatory.
On the other hand, the consultation between the 
central government and local self-government 
units was envisaged as an obligation for the pol-
icies, legislation and norms that regulate and 
have a direct impact on the exercise of the rights 
and functions of these units42.

3. Law no. 68/2017 “On Local Self-
Government Finances”
Law No.68/2017 was adopted with the aim of 
achieving the following objectives:
1. Strengthening financial autonomy by estab-

lishing the principles of local fiscal autono-

41  These provisions are also in line with the principles and 
provisions of the Code of Administrative Procedures adopted 
by Law No. 44/2015.

42  Article 12/1 of the law.
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my, increasing unconditional transfers and 
linking its annual size to a macroeconomic 
variable such as 1% of GDP, which is expect-
ed to increase significantly income, stability 
and predictability of funds available for local 
government; and sharing, for the first time, 
2% of Personal Income Tax (TAP) revenue 
with local government.

2. Strengthening fiscal discipline by establish-
ing principles, rules, processes and proce-
dures for drafting, consulting, approving, 
publishing, implementing, reviewing the 
annual and mid-term budgets of the local 
self-government unit (e.g. Articles 33 et seq.); 
by establishing rules and procedures for 
managing situations of financial hardship 
and insolvency (e.g. Articles 55 et seq.).

3. Increase transparency by incorporating le-
gal requirements for transparency and the 
need to engage citizens in decision-making 
during the process of drafting, implement-
ing and monitoring strategic planning docu-
ments, budgeting and management of local 
public funds in general.

4. Unification through harmonisation of pro-
cesses and procedures for the local budget 
with the central budget43 and drafting the 
definitions of this law with other laws, such 
as the law on managing the budget system in 
the Republic of Albania, the law on financial 
management and control, etc.

5. Strengthen intergovernmental dialogue by 
defining processes and instruments for con-
sultation and dialogue between central and lo-
cal government, on the transfer of powers and 
functions, sources of funding and intergovern-
mental fiscal relations in general (e.g. Article 9, 

43  For the first time all municipalities will budget under a 

which confirms Local Government Consulta-
tive Council with Local Government as the of-
ficial forum for prior consultation of measures 
affecting local self-government units).
Legal novelties:
1. Law No.68 / 2017 is acknowledged to 

provide a detailed legal framework for fi-
nance at the local level44. This law lists in 
detail and nominally local taxes and fees, 
as well as taxes that are split between 
central and local government45.

2. Whereas paragraph 4 of Article 25 also 
embodies the principle of fiscal decen-
tralisation, according to which: “In cases 
of changes in fiscal policies affecting the 
actual shares and the type of shared taxes, 
local self-government units shall be finan-
cially compensated in accordance with 
their loss in revenue.” Law No .68/2017, for 
the first time, also establishes specific rules 
regarding the imposition of temporary taxes 
by local government units (e.g. Article 13)46 
by clarifying the elements of the provi-
sional tax and expanding its concept pro-
vided in Law No. 9632 dated 30.10.2016 
“On the Local Tax System” (as amended).

Unified Mid-Term Budgeting System

44  “Local Government in Albania - Report on the Current 
Situation” - Tirana 2019

45  2. The following national taxes are shared with local self-
government units
a) 97% of revenues from the property transfer tax imposed on 
individuals and physical and juridical persons.
b) 25% of revenues from the used vehicle circulation tax
c) 5 % of revenues from the mineral rent as sanctioned in the 
law “On National Taxes”;
d) 2% of the yield of the Personal Income Tax
   3. Revenues generated from shared taxes are transferred 
to the municipal budget within the last day of the subsequent 
month.

46  2. The establishment of a temporary tax shall be 
proceeded by the development of a plan that, as a minimum, 
clearly indicates the following:
a) the specific service or public investment that shall be 

For the implementation of the law were prepared 
the respective by-laws (DCMs and instructions) 
and only two others which relate to the external 
audit of the local self-government units and the 
preparation of the register of natural and legal 
persons obliged to pay local taxes and fees, are 
still pending.

3. Law No. 9632, Dated 30.10.2006 
“On the Local Taxes System” (as 
amended) 
Although the strategy provided for an integrated 
legal framework in the field of local taxation, it 
results that law no. 9632 remained in force even 
after the adoption of the new law no. 68/2017 “On 
Finances of Local Self-Government”. Both laws 
have an almost identical purpose, laying rules 
on how local government bodies exercise their 
rights and duties, local levy taxes, collect and ad-
minister them.
Law no. 9632, similar to law no.68/2017, pro-
vides for local taxes and tariffs—creating some 
overlappings with the latter, while in addition, it 
provides for some specific tax procedures relat-
ed to the payment of local taxes and tariffs.

INSTITUTIONAL DYNAMICS
On the institutional level, the reform related to 
the system of local self-government was sup-
ported by the creation of a dedicated agency 
and the establishment of the Local Govern-
ment Consultative Council with the Central 
Government. Given that the objective of the 

financed from the temporary tax;
b) the duration of the temporary tax, which however, cannot 
exceed a period of three years from the
entry into force, and the amount of revenue they expected to 
be collected;
c) the cost and timing for delivering the service or finalizing the 
investment, including the part that shall
be financed from the temporary tax and the municipal budget;

Secretariat’s analysis is not to directly focus 
on the role of these institutions or the proper 
fulfilment of their functions47, the following is 
only synthetic information concerning these 
institutions:

1. Agency for the Support of Local Self-
Government (AMVV) 
The Agency is a successor institution of the 
Agency for the Implementation of the Territori-
al Reform (AZRT)48. Some of the functions and 
competencies of the Agency are:
(a) Support the Minister responsible for local af-

fairs in coordinating the work on the imple-
mentation of general state policy in the field 
of decentralisation and local government;

(b) Monitor the implementation of the Cross-cut-
ting Strategy for Decentralisation and Local 
Government, 2015–2020, and the relevant 
action plan;

(c) Regularly inform public institutions, stake-
holders and citizens on issues related to local 
government;

(d) Collaborate with the relevant structure of 
the ministry responsible for local affairs 
for the proposal and improvement of laws 
and by-laws in the implementation of the 
Cross-cutting Strategy for Decentralisa-
tion and Local Government, 2015-2020;

47  Specific findings and recommendations have been made 
on the role of these institutions in the context of the post-
territorial administrative reform, in the Performance Audit 
Report “Functioning of Municipalities in the Framework of 
Administrative-Territorial Reform”, SAI, 2018, some of which 
are included in the section Findings of this analysis.

48 1 Created with DCM no. 83, dt. 28.01.2015 “On the 
Establishment and Functioning of the Agency for the 
Implementation of the Territorial Reform” whereas in DCM no. 
11, dated 12.01.2018, some changes were made by changing 
the name to the Agency for Support of Local Self-Government. 
It is an institution subordinate to the Minister of Interior who is 
also the Minister responsible for Local Affairs
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(e) Support the Minister responsible for local 
affairs for the creation and administration 
of a unique national system, with the aim of 
implementing delegated functions of local 
self-government;

(f) Provide information on issues of local 
self-government for the purpose of coordi-
nating central and local public institutions 
and compile reports, periodic analyses on 
these issues;

(g) Provide legal and technical advice to local 
self-government units in the process of exer-
cising their functions;

(h) Serve as a centre for identifying and promot-
ing best practices and/or recommendation 
models for local government issues.

2. Local Government Consultative 
Council with the Central Government49
It is the main forum of consultative nature rather 
than a decision-making body, in which central 
government consults with local self-government 
units on draft laws, draft decisions of the Council 
of Ministers, draft policies and draft strategies 
that regulate or have a direct impact on the ex-
ercise of the rights and obligations of the local 
self-government unit. The subject of consulta-
tion between the central government and local 
self-government is also functions and/or pow-
ers delegated to local government, the transfer 
of new functions or competencies, and policy 
proposals on issues affecting local government 
interests, according to relevant legislation.

49  Established on the basis on and Implementing Article 12 
of Law 139/2015 with DCM no. 910, dated 21.12.2016 “On 
Issues, Object of Consultation, and Structure, Procedure, 
Form, Manner of Organizing and Functioning the Central 
Government Consultative Council with Local Self-Government”
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T he COVID-19 pandemic was official-
ly confirmed in Albania on 8 March 
2020. Following its spread, the Coun-
cil of Ministers declared on 24 March 

2020, state of natural disaster throughout the Re-
public of Albania.
In response to the unprecedented situation cre-
ated in the country, on 14 April 2020, the Invest-
ment Council held an extraordinary meeting to 
discuss the impact of the COVID-19 pandemic 
on business activity in Albania, focusing on the 
financial and economic measures taken by the 
government to face in the short term the conse-
quences of pandemics, as well as to present the 
preliminary findings of the survey conducted by 
the Secretariat of the Investment Council during 
March - April 2020 with businesses operating in 
Albania.
Upon request of the Investment Council Chair, 
the members and partners of IC decided that 
the next measures should be seen in a broader 
framework, in the medium and long term. The 

aim is to address not only the immediate business 
needs in terms of liquidity and employment but 
also to determine the re-dimensioning points of the 
country’s economic development, sources of growth 
and public revenue collection, assessment of fiscal 
interventions and recovery of priority sectors for a 
period of at least 5 years. This is in line with the 
ambitions and commitments of the Albanian 
government to present within June 2020 the 
plan of economic recovery and specifically of 
priority sectors such as tourism and manufac-
turing. In this context, to stimulate the debate, 
the Secretariat, in addition to summarising sup-
porting measures undertaken by the Albanian 
government1, the IC members and partners sug-
gestions2, also prepared a comparative matrix3 
of the measures taken by the Western Balkan 
(WB) governments to support their economies. 
This Concept Note summarises the main pillars of 
recommendations and measures of all IC members 
& partners to address economic recovery in the me-
dium and long term.

1  Annex 1

2  Annex 3

3  Annex 2
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T he Secretariat analysis, conducted 
during April-May 2020, aimed to en-
courage the debate on the options and 
suggestions of IC members and part-

ners regarding Albanian economy recovery, and 
it was based on the following:
(i) In close collaboration with MFE, the Secre-

tariat conducted a survey on ‘Assessing the 
Impact of Consequences Derived from COVID-19 
Pandemic on Business Activity in Albania’ 
during 28 March - 6 May 2020. The survey 
analysed the responses of 833 businesses 
operating throughout Albania.

(ii) The questionnaire4 was distributed to all IC 
members and partners. The purpose of these 
consultations was to collect proposals on po-
tential interventions to ensure economic re-
covery by addressing not only the survival of 
businesses and workplaces but also provid-
ing views on the prioritisation of mid-term 
and long-term reforms, needed for the Alba-
nian economy.

4  Annex 4

(iii) Based on the above recommendations, and 
following joint5 working group orders, tech-
nical consultations were organised during 
May 2020, through the Zoom platform by the 
Secretariat of the Investment Council in co-
operation with the Ministry of Finance and 
Economy, the Ministry of Agriculture and 
Rural Development, as well as with the Min-
istry of Infrastructure and Energy. The pur-
pose of these meetings was to discuss and 
specify at the sectoral level the main pillars 
of recommendations according to responsi-
ble institutions and to determine deadlines.

(iv) Consultations of documents, laws, and 
bylaws regarding measures taken to sup-
port the Albanian economy after the strong 
earthquake of 26 November 2019 and the 
outbreak of global pandemic COVID-19. Re-
search of international reports such as the 
European Commission Economic Forecast, 
World Bank’s Western Balkans Regular Eco-
nomic Report, IMF’s World Economic Out-
look, OECD, UNCTAD, etc.

(v) Preparation of a Comparative Matrix of Al-
bania, Western Balkan countries, and Cro-
atia on the supportive measures taken by 
governments of these countries to help their 
respective economies face implications of 
COVID-19 pandemic.

5  Minister of Finance and Economy, Minister of Agriculture 
and Rural Development and Minister of Infrastructure and 
Energy joint orders 

ANALYSIS 
PROCESS 
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S ince the onset of the COVID-19 pan-
demic, international institutions 
have provided estimations on the 
impact of the pandemic, particularly 

on the economic growth of the countries, as well 
as the main problems they would face during the 
economic recovery.
While there is still no definitive way to exact-
ly estimate what damage will be caused to the 
global economy by the COVID-19 pandemic, 
there is widespread consensus among econo-
mists that the effects will be severe, affecting al-
most all sectors of the economy. How countries 
will be affected will be determined by the level 
of economic development, particularly by its 
economic structure and dependence on foreign 
trade.
According to the International Monetary Fund 
(IMF), the COVID-19 pandemic is significant-
ly increasing human costs, and the measures 
taken to protect life are seriously affecting 
economic activity. As a result, the world econ-
omy will shrink by 3% during 2020, more than 

during the 2008-2009 financial crisis. If the 
pandemic weakens in the second half of the 
year and restrictive measures are off, support-
ed by government aid, maybe the world econo-
my would recover by 5.8% over 2021. Eurozone 
countries will experience a contraction even 
larger, around 7.5%, during 2020. According to 
IMF forecasts, Greece and Italy, the Albanian main 
economic partners, will experience the deepest eco-
nomic decline in Eurozone in 2020, respectively at 
10% and 9.1%.
Like most countries6, the Western Balkans re-
gion will also shrink economically. Hit first by 
the November 2019 strong earthquake and then 
by the COVID-19 pandemic, Albania will have to 
face double consequences. Estimations on its 
economic growth range from -5% according to 
the IMF7 and the WB8to -9% according to EBRD9 
forecasts.
Based on the estimates made for the impact on 
the economy of the powerful earthquake that 
hit Albania on 26 November 201910, effects are 
equivalent to 6.4% of Gross Domestic Product 
(GDP) in damage and 1.1% of GDP in losses11. In 
terms of losses, the most affected economic sectors 

6  According to IMF WEO April 2020, more than 90% of the 
countries will experience negative economic growth.

7  WEO, IMF April 2020

8  RER, WB Spring 2020

9  REP, EBRD May 2020

10  Albania Post-Disaster Needs Assessment, February 2020 

11	 	Damage	amounts	to	26.4%	of	gross	fixed	capital	
formation
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were tourism and real estate, but significant dam-
age was also caused to education, health, public 
infrastructure, manufacturing, trade, and agricul-
ture.
The € 160 million reconstruction package was 
expected to boost the short-term growth of the 
Albanian economy, mainly by giving a boost to 
construction and private sector spending, but 
the spread of COVID-19 significantly reduced its 
expected recovery. According to the latest report 
published by the WB, the Albanian economy 
will face a decline in supply due to the interrup-
tion of the global supply chain and a decline in 
labour supply as a result of the quarantine and 
social distancing measures. The uncertainty 
that accompanies the length and progression of 
pandemics can have additional effects as work-
ers will lose their incomes, especially in the most 
affected sectors, such as tourism, manufacturing, 
and trade in non-core products.
According to the World Bank, the countries with 
the highest economic decline in the Western Bal-
kans region will be Montenegro, Albania, and 

Kosovo. The main reason will be the high depen-
dence of these countries on the tourism sector.
Dealing with two consecutive emergencies 
within a short time, the Albanian government 
launched support packages for the economy12. 
After the first phase of the emergency oriented on 
humanitarian needs after the earthquake, efforts 
focused on preparing a consolidated reconstruc-
tion program coordinated between the Govern-
ment of Albania, donors, development partners, 
and international financial institutions. We also 
emphasise the opening of negotiations with the 
EU on the eve of the crisis.
Afterwards, the Albanian government approved 
two financial support packages for individu-
als and businesses affected by the COVID-19 
pandemic, mainly consisting of budget expen-
ditures, provision of state guarantees and de-
ferral of payment of tax liabilities for specific 
categories of taxpayers. These measures were 
accompanied by decision-making regarding 
monetary and credit policy undertaken by the 
Bank of Albania.

12  For more details, please refer to Annexes
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I n line with the above, and in an effort to 
identify the main issues and possible sug-
gestions, the Secretariat analysed several 
international reports and identified some 

of the key findings regarding the impact of the 
COVID-19 pandemic on the Albanian econo-
my.

1. MAIN ISSUES IDENTIFIED FROM 
INTERNATIONAL REPORTS
Overall, the assessments converge in terms of 
(i) sectoral impact and employment, (ii) the unique 
challenges of the Albanian economy after the earth-
quake of 26 November 2019, (iii) the expected eco-
nomic recension, which relies mainly on trade 
exchanges and investments from European 
countries. Production and the tourism sector are 
projected to be more affected by the spread of the 
pandemic, increasing unemployment in the country 

while the fiscal space for support remains limited. 
In its Regular Economic Report (Spring 2020), the 
World Bank noted that: 
1. Albanian economy will cope with difficulties due 

to job destruction - The labour market in Alba-
nia is characterised by high self-employment 
and informality. The sensitivity of these jobs 
to the consequences of the COVID-19 pan-
demic will be very high.

2. Albania’s high dependence on the tourism sector 
could have significant consequences in re-
ducing revenues for this sector due to restric-
tions on people’s movement. 

3. Government assistance in these times of 
crisis is crucial for the economy, but Alba-
nia has little fiscal space to provide the neces-
sary financial support to the economy due 
to its fiscal parameters, deficit, and public 
debt.

ISSUES 
IDENTIFIED 
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4. Although with solid capital and sufficient li-
quidity, the financial sector will still be tested 
in this unprecedented situation, given that bad 
loans, although reduced, still remain high in Al-
bania.

The European Commission, in its spring projections, 
noted that: 
1. The high reliance of the Albanian economy on 

agriculture, family farming and hydropower 
production could be a support to minimise the 
economic contraction as a result of pandem-
ics, as these will be the two least affected 
sectors.

2. Rising unemployment levels and high social 
insecurity will be the main contributors to re-
ducing domestic consumption.

3. Deterioration of fiscal balances in the country. 
The aftermath of the November 2019 earth-
quake, followed by government interven-
tion in the face of the COVID-19 pandemic 
combined with forecasts of declining public 
revenues, will increase the public debt and 
worsen the country’s fiscal deficit.

According to the European Bank for Reconstruc-
tion and Development report on Regional Economic 
Prospects, 
1. Albania’s high dependence on tourism will 

cause a decrease in revenues from this sec-
tor, directly affecting the country’s economic 
growth

2. Albania’s high dependence on exports of 
semi-finished products with low added value, 
mainly with Italy, heavily affected by the pan-
demics, will negatively affect the country’s 
economy.

3. Expectations for declining remittances in the 
country due to pandemics will be another fac-
tor that will affect the economic downturn in 
the country.

2. SURVEY’S MAIN FINDINGS 
In response to the extraordinary situation, the 
Secretariat of the Investment Council (SIC) in 
close cooperation with the Ministry of Finance 
and Economy (MFE), launched a survey on “As-
sessing the Impact of Consequences Derived from the 
COVID-19 Pandemic on the Activity of Business in 
Albania.”
The survey’s timing was unique, 28 March - 6 
May 2020, and it aimed to collect initial percep-
tions on the impact of COVID-19 on business ac-
tivity in Albania, according to specific sectors, 
company size, and employees’ number. 
Below are the main findings13:

 » COVID-19 has affected each sector of the Alba-
nian economy. Tourism and services are ex-
pected to be largely affected by the pandem-
ic. Covid-19 forced almost half of the Albanian 
economy to shut down. Among all economic 
sectors, tourism is most affected by a 75% 
shutdown. In contrast, agriculture continued 
to work in part or in full at 81%.

 » COVID-19 has significantly reduced the expec-
tations of companies on their annual turnover 
- More than 80% of companies expect more 
than a 20 per cent reduction in annual turn-
over.

 » COVID-19 made companies face uncommon 
challenges. The main challenges facing com-
panies during this unusual period are lack 
of customers, lack of liquidity, difficulty pay-
ing salaries, and compliance with tax pay-
ments. Due to COVID-19, companies in Albania 
have encountered problems with their imports, 
mainly from the EU countries. The industry 
is more dependent on imports, while the con-
struction sector is less dependent. Only 2% of 

13 Survey Findings to be published soon on IC Website  
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enterprises operating mainly in trade, industry, 
and services stated that they could completely 
switch from imports into the country’s resources 
to ensure business continuity;

 » Due to the COVID-19 pandemic, the classic work 
routine changed dramatically, and businesses 
were not prepared on how to react. 37% of com-
panies did not take any action to address the 
inability of employees to present themselves 
at work, while the rest of the companies used 
online work, annual leave, or even lay-offs. 

 » COVID-19 is a threat to business continuity. 
Regardless of the sector or size, businesses 
estimate that the impact of COVID-19 on the 
economy will last up to a year. In an effort to 
ensure the continuity of their business, most 
companies state that they will use the accu-
mulated income or will reduce costs, mainly 
by laying off employees or reducing produc-
tion.

 » An important survey finding is that COVID-19 
confirmed that government support and collab-
oration are irreplaceable when dealing with un-
familiar situations to ensure business continu-
ity. The companies welcomed the financial 
plan launched by the Albanian government 
as an opportunity to ensure their continuity. 
Companies with a turnover of over ALL 14 
million estimated that the postponement of 
loan payments would have the most positive 
impact; Meanwhile, businesses with a turn-
over of up to ALL 14 million estimated that 
financial support for employees will have a 
mitigating effect on them;

 » COVID-19 influenced companies’ perceptions on 
the effectiveness of online services. 75% of com-
panies stated that they used online services 
during closure due to COVID-19, mainly the 
service sector, tourism and industry. Also, 

81% of them said that they would continue to 
use online services in the future. Interestingly, 
38% of companies stated that they would change 
their investment plans towards online services, 
mainly by investing in new technologies, re-
gardless of their size. It remains to be analysed 
and specified which online services are most 
important to the business in the future.

 » COVID-19 confirmed that Albanian companies 
are seriously unprepared to deal with unfore-
seen situations. 86% of companies stated that 
they do not have an approved emergency 
plan, regardless of the size or economic sec-
tor.

3. GOVERNMENT INTERVENTIONS IN 
THE WB AND CROATIA 
In a comparative look with other countries in the 
Western Balkans and Croatia14, it turns out that 
the main pillars of government support mea-
sures are: (1) fiscal measures and interventions; 
(2) employment protection; (3) financial/monetary 
support measures and (4) sectoral measures.
Fiscal interventions - almost all governments have 
been active in providing measures that directly 
support enterprises by postponing the payment 
of taxes and fees (tax deferrals, social/health 
care contributions, profit tax prepayments, etc.). 
These are measures pure fiscal taken by almost 
all BP countries with some varying specifica-
tions.
Employment protection - the second pillar of mea-
sures is oriented to wage subsidies aimed at 
preserving jobs. The mechanisms used are from 
direct assistance to the categories of employ-
ees, subsidising contributions for enterprises, 
increasing salaries in the health sector, etc. Ac-

14  For more details on support packages refer to Annex 2
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cording to pillars (1) and (2), the main focus in the 
measures is small businesses and self-employed 
people.
Financial/monetary measures - measures in 
this pillar can be grouped into 2 categories: (1) 
guaranteeing liquidity (through state guaran-
tees) and (2) measures to alleviate the burden of 
current business loans (through the facilitation 
of procedures and deferral of instalments pay-
ments).
Sectoral measures - Croatia seems to have sup-

ported a sectoral approach through a group of 
measures for agriculture. This is related to EU 
schemes/funds available only to EU countries15. 
Meanwhile, the government in Croatia focused 
on buying stocks of ready-made goods in agri-
culture and the agro-processing industry. Sup-
port for agriculture has also been provided by 
Northern Macedonia, which has dedicated the 
third package of anti-COVID-19 measures to ag-
ricultural support through the mobilisation of 
76.1 million EUR16.

15  The European Commission has approved a scheme 
(approximately	€	4	million)	to	support	the	fishing	and	
aquaculture sector in Croatia. The scheme was approved in the 
framework of the Provisional State Aid Framework approved by 
the Commission on 19 March 2020, amended on 3 April 2020.

16  These include a) support for micro-enterprises and SMEs; 
b) direct support to green oil farmers, which includes about 
50,000 farmers with a value of EUR 4.6 million; c) Support 
grape and vineyard processors with a value of EUR 3.5 
million over a three-year period to stimulate the production of 
alcoholic disinfectants; d) long-term lending for livestock in 
support of farmers; e) Financing program for micro-agricultural 
companies worth EUR 3 million for processing and marketing 
equipment

w w w . i n v e s t m e n t . c o m . a l

I n the context of previous analyses and sug-
gestions made by IC during the past 5 years, 
it is worth re-emphasising the following 
elements. They could create positive mo-

mentum and a competitive package compared 
to other countries of the region, as requested by 
business associations and chambers of com-
merce, and would converge with the ambitions 
for the adoption of the unified investment law 
within 2020.

 » The importance of formalising the econo-
my (analysed by the IC since 2015) remains 
an important challenge for the country, es-
pecially for tourism, agriculture, services, 
etc., where informality is displayed in vari-
ous typologies and a determining factor in 
underpinning fair competition. Both crises 
caused by the earthquake and Covid-19 cre-
ate premises for increased informality and 
make it difficult for the government to pro-
vide timely support to beneficiaries.

 » Stabilisation of the fiscal legal and sub-le-

gal framework17. Frequent changes over 
the years, although in most cases have 
consisted of the provisioning of incentives 
and mitigation measures for specific cate-
gories of taxpayers, have created many tax 
exemptions and fragmentations in rules and 
specific criteria applicable to particular types 
of taxpayers, which if not well-managed, can 
produce the counter effect in terms of formal-
ising the economy. 

For their good governance, in short-term the fol-
lowing are required:

 » additional resources, an efficient, fast, 
non-bureaucratic and accountable adminis-
tration;

 » transparency of sectoral incentives applica-
ble to investors and stakeholders through 
the preparation of a systematic inventory 
(periodically updated).

17  This is especially related to tax procedures and relevant 
guidelines which have been amended more than 17 times 
whenever it has been deemed necessary to address an 
ad-hoc issue rather than integrally, by creating therefore 
inconsistencies in some cases between the law and these 
guidelines.

SUGGESTIONS AND 
RECOMMENDATIONS 

PROPOSALS ON 
ECONOMIC RECOVERY 
ALBANIA POST-COVID-19

600 601



While in the medium term, it is suggested the sub-
stantial revision of laws such as law 9920/2008 
“On tax procedures”, law 9632/2006 “On the lo-
cal tax system” and especially the law 8438/1998 
“On income tax” which has been an object of pre-
vious discussions and does not properly reflect 
the economic context of business and individu-
als.

We emphasise that the preparation of 
new laws in these areas would first en-
able a responsible tax system towards the 
economy’s needs for the formalisation of 
enterprises and individuals. On the oth-
er side, they would: (i) enable a greater 
coherence of rules with the business re-
quirements and procedures requested 
by enterprises; (ii) avoid existing discrep-
ancies with the secondary legislation, 
which makes it difficult the implementa-
tion of the rules into practice; (iii) further 
simplification of business-administra-
tion procedures in light of the fiscaliza-
tion reform expected to be implemented 
from September and technological de-
velopments; (iv) as well as pave the way 
for reform in terms of income tax by es-
tablishing the equality and justice of the 
fiscal system at the core of the taxation 
of individuals and corporations, in terms 
of recognising deductible expenses in 
favour of individuals, income thresholds 
and the way they are taxed, extending the 
deadline for the carryforward of tax loss-
es to businesses from 3 years to 5-7 years 
despite the initial amount of investment, 
by supporting as such the new “green-
field” investments.

1. SUGGESTIONS BY IC MEMBERS AND 
PARTNERS 18 
During April - May 2020, IC Secretariat held 
structured and intensive communication with IC 
members, highlighting their suggestions on the 
measures to be taken in the context of economic 
recovery after COVID-19. 
Based on the Secretariat’s analysis, the pro-
posed interventions converge in the following 
areas:
a. Drafting an encouraging policy for 
attracting foreign investment “Albania-
The Gateway to the Balkans”, that will 
focus on:

 » Creating a marketing strategy “Albania-The 
Gateway to the Balkans” (National Chamber of 
Diaspora) and an efficient and concrete pack-
age for the FDIs incentivising, possibly more 
attractive than other Western Balkans coun-
tries (BALFIN). For this, a progressive package 
of incentives to boost sustainable and long-term 
investments also coordinated with internation-
al organisations. Fiscal incentives through tax 
relief for 5 years can be made based on a mini-
mum threshold of elements to investment – such 
as a $1 million estimated investment and the 
creation of 50 new jobs in 2020-21 (AMCHAM). 

 » Privatised industrial facilities - Design a list of 
all industrial facilities that have not yet been pri-
vatised and possibly attract foreign investors. 
To guarantee the proximity of these facilities, 
the necessary infrastructure with roads, en-
ergy, drinking water, transport and to pro-
mote them through various incentives for 
foreign investors and sectors of interest co-

18	 	These	suggestions	will	be	consulted	specifically	in	the	
coming months with government representatives in order to 
analyse the possibility of their adoption in policies and action 
plans.
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operating with business associations, AIDA, 
etc. (CONFINDUSTRIA).

 » Areas with human potential - Develop an in-
centive plan to attract new investment in areas 
where there is human potential but a lack of 
jobs. Encouragement for investment attrac-
tion can be achieved by covering part of the 
transport costs to these areas, eliminating lo-
cal taxes for new businesses in areas where 
unemployment is high, covering training 
costs for employees (CONFINDUSTRIA).

 » Shorten the procedures for making investments, 
i.e., number of steps and duration to finalise 
investments, aiming to increase competitive-
ness in the region (AMCHAM). 

 » Coordination with diaspora and transparency 
of the public investment plans. To be considered 
encouraging policies for investments from the 
diaspora (coordinated with the public invest-
ments) (NATIONAL CHAMBER OF DIASPO-
RA).

 » Boost the country’s economic integration with 
the world, becoming part of global value 
chains, to increase the provision of goods 
and services. This requires more and better 
managed public investment. Meanwhile, 
the country’s energy resilience should be 
enhanced, mainly through renewable ener-
gy investments, reducing the almost exclu-
sive reliance of the economy on hydropower 
(EBRD).

 » Improvement of governance, focusing on resolv-
ing the problematic issues related to corruption, 
land ownership, and the private sector. Corpo-
rate and public governance should be enhanced 
to improve the business environment, re-
duce corruption, and ease access to land, 
thus contributing to more private sector in-
vestment (EBRD). 

 » Resolving land ownership issues. Accelerate the 
resolving of land ownership issues in the prior-
ity areas. It is the right moment to offer more 
than only the “1 Euro- depreciated facility”. It is 
necessary to intervene in the cadastral regis-
tration of the property, as there are currently 
large areas of land that do not have an initial 
registration. Registration should be priori-
tised to serve the tourism sector. Inventory 
of state-owned properties and the creation 
of passports for these properties would fa-
cilitate the process of making state property 
available to investors (AIDA) (EBRD).

b. Competitiveness of Albanian Products 
in Global Markets

 » Incentivization of Exports and Made in Albania 
products, through an encouraging legal pack-
age for enterprises to become competitive in 
global markets (such as light processing in-
dustry, textile factories, shoes), through sub-
sidies to these sectors (AMCHAM).

 » Promoting rapid economic cooperation with 
Kosovo (Might be considered granting Al-
banian citizenship to Albanians in Kosovo) 
(FIAA).

 » Albania should be promoted as an attractive in-
vestment destination and for having processing 
industry capabilities very close to the EU coun-
tries’ markets, to compete with China or other 
Asian countries (FIAA). Albania’s processing 
capacities are unknown to the foreign mar-
ket that is currently seeking diversification 
of the supply chain, so Albanian companies 
need to be incentivised to be more globally 
exposed through assistance with the devel-
opment of websites, marketing, participa-
tion in international fairs, etc. (AMCHAM).

 » Support in terms of increasing processing capac-
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ity, standardisation, and quality control as per 
European standards, to improve the export 
of traditional and bio or natural products 
(CONFINDUSTRIA). Subsidy in certification 
and consulting for products intended for the EU 
market, especially food (certification labora-
tories for bioproducts) (DIHA).

 » Promote Albanian light industry exports by re-
ducing customs barriers to imports of raw ma-
terials. (Concrete case, in January 2019, a cus-
toms duty was imposed on plastic products.) 
(DIHA)

 » Creating a fund of 100 million EUR to support 
companies with investment potential and the 
export market. This fund in the form of a 
grant of up to EUR 20,000 for companies, to 
be provided for the implementation of stan-
dards, certification of products and services, 
for increasing production and employment 
capacities, for marketing, innovation, train-
ing, digitalisation, etc., which will constitute 
the basis of the criteria for obtaining this 
grant from companies (CCI TR).

 » Exporting businesses should be assisted to close 
the entire production cycle within the country 
(AIDA).

 » Establishing links between SMEs - technology 
institutes and research and development insti-
tutions (AIDA).

 » To develop poor or less developed areas, taxes 
and fees should be reduced, or subsidised pol-
icies should be applied - various funds such 
as IPARD or others. (1) Re-formulation of 
grant schemes for business; (2) Reduction of 
the fiscal burden for some sectors; (3) Free 
zones or TEDAs should be put into operation 
while to be also reviewed TEDA’s incentives 
(AIDA).

c. Informality
 » A long-term strategy should be built to reduce 

informality to avoid unfair competition and 
promote e-payments, for minimising cash 
payments and at the same time reduce in-
formality (AMCHAM/National Chamber of the 
Diaspora/BALFIN).

 » Ensure transparency and sustainability to mea-
sures taken to assist the private sector, particu-
larly SMEs, minimising the informal econo-
my using formalisation incentives (EU).

 » Informality is one of the main issues that reduc-
es public revenues and contributes to low invest-
ment (EBRD).

d. Active policies post COVID-19 with a 
focus on training the workforce, being 
an important factor for promoting 
sustainable investment

 » Timely harmonisation of the labour needs in 
most priority sectors with stimulating measures 
for the orientation of the vocational education 
for young people and the training of the work-
force, as there are shortcomings in the quan-
tity and quality of labour (CONFINDUSTRIA/
AMCHAM/EBRD/WB/AIDA).

 » Developing policies to attract back home Alba-
nian professionals residing outside the country 
(AMCHAM).

 » Organising 1-week – 3-month training courses 
for workers in agribusiness (Agrotek shpk). 

 » Incentivise multilingual vocational education 
and health care (medicine/nursing) (FIAA).

 » Short-term measures to preserve the em-
ployment rate using short-term employment 
schemes, and once the COVID-19 pandemic is 
over, active labour market policies should be 
adopted, with a particular focus on training 
and skills development (EU).
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 » Policies to increase entrepreneurial skills and, 
more specifically, financial ones. Policies sup-
porting investment support services and exports 
will improve very low levels of entrepreneur-
ial skills and financial knowledge (EU) and 
Financial Support for companies to cooperate 
with training companies and develop training 
programs for employees. Also, financial sup-
port to formalise employment and increase 
job security (EBRD).

e. Liquidity challenge and support options
 » Subsidised loans for exporting companies to in-

crease their export capacity (AMCHAM).
 » Establishment of a 500 million EUR guarantee 

fund to credit priority economic sectors, set up 
with government and donor contributions to 
facilitate credit access for businesses oper-
ating in the tourism sector, manufacturing, 
agriculture, services, transport and specif-
ically for women entrepreneurs, etc. The 
guarantee fund, operating for up to 5 years, 
will create lending conditions, for a grace pe-
riod of up to 1 year, with interest rates of 0-1% 
(CCI TR).

 » Issuance of bonds for large companies/corpora-
tions to provide significant monetary resources. 
During a crisis, the possibility of securing a 
lower cost of their interest is considered by 
applying tax cuts for bonds with a maturity 
period over 5 years (CCI TR).

 » To incentivise businesses that seek funding from 
the capital market by listing them on the Stock 
Exchange. Such a stimulus would relieve the 
government from the business pressure for 
funds and orient them towards the market 
mechanism through the sale of shares or 
corporate borrowing bonds. Incentives can 
be legal (compulsory as in some countries in 

the region) or fiscal (reduction of profit tax 
for 3-5 years). Such a measure would com-
bat tax evasion, enable businesses to access 
long-term funds, and develop the capital 
market (CCI TR)

 » Establishment of a development bank with cap-
ital injected by the government, other invest-
ments and with the monetary measure obtained 
from the application of a full amnesty of money. 
This bank can lend to businesses in prior-
ity sectors by purchasing corporate bonds 
or guaranteeing the business’s issuance of 
these bonds. The goal will be to run the econ-
omy and finance strategic sectors (CCI TR)

 » Total amnesty for undeclared money for a cer-
tain period for Albanian citizens. According 
to the conditions set out in the relevant pro-
posals, the requirement for accepting the 
amnesty will be the use of money that will 
be legalised in government bonds and devel-
opment banks. The purpose of the amnesty 
is to provide low-cost public funding to deal 
with emergencies and provide funding for 
economic recovery. For the business, a cost 
of about 15% of the declared value may be 
applied for undeclared warehouse balances, 
and an additional cost of about 7% for other 
cash, credit and equity balances; while for 
the individual, this penalty can be 20%-30% 
(CCI TR).

 » To be granted to all businesses, a restructuring 
of all loans based on the requirements for a 
period of up to 5 years without penalties and 
without increasing interest rates for busi-
nesses and individuals’ loans (UCCIAL).

 » End legal barriers to the execution of collateral 
of bad loans, given the risk of increasing these 
loans during the COVID-19 period (EUD).

 » It will be beneficial for exporters and firms in-

PROPOSALS ON 
ECONOMIC RECOVERY 
ALBANIA POST-COVID-19

604 605



tegrated into supply chains to also benefit from 
appropriate export financing mechanisms, fac-
torisation and credit insurance mechanisms. 
Additional credit lines can help mitigate 
economic outcomes and improve access to 
finance. Accelerated capital investment de-
valuation (WB)

 » Building an expansionary fiscal policy that tar-
gets the extension of existing industries through 
the activation of customised banking products, 
rather than generalist ones, and that are un-
likely to be used in practice. To this end, needs 
to be clarified, (a) the purpose of the instru-
ment, (b) its suitability with the gap it intends 
to fill, and (c) the expected rate of use must 
be precisely determined. On the contrary, if 
these conditions are not fulfilled - the instru-
ment does not bring any added value to im-
proving the financial access of businesses in 
need and suitable for this access (BOA).

f. Fiscal reform with a focus on 
competitiveness, stability, capital inflows, 
transparency in the use of public funds

 » Develop a fiscal reform that promotes com-
petitiveness focused on a) tax reduction to 
become competitive among countries in the 
region, b) this measure should last at least 5 
years so that businesses can plan long-term 
investments, c) lower tax rate for strategic 
investments. Other ways may be used to en-
courage taxpayers who prepay annual tax-
es by deducting a certain percentage of the 
taxes. To be considered deductible expens-
es, public donations, schools, hospitals, etc. 
(AMCHAM/DIHA/National Chamber of Dias-
pora).

 » Adopting the medium-term income strategy as 
soon as possible, with a particular focus on “tax 

expenditures”; setting time limits on tax relief 
measures for the COVID-19 period, and time-
ly VAT refund (EUD).

 » Transparent procedures on assessing and ap-
proving all investments involving public funds; 
strengthening institutional capacity to mon-
itor and assess PPP fiscal risk, concession 
contracts, and state-owned companies 
(EUD).

 » Orientation of fiscal support from emergency 
measures to temporary job creation programs: 
a) Facilitating the participation of SMEs in 
public procurement, b) public works with an 
emphasis on SMEs, c) building SME support 
programs focused on promoting productiv-
ity growth, d) applying tax deductions up to 
80% of costs in these areas up to a maximum 
ceiling (limit may be a company’s turnover/
number of employees) (WB).

 » Developing and implementing an escalating 
tax system based on property and balance 
sheet (BoA).

 » Complete performance review for all concession 
agreements for national assets given in conces-
sion. Detailed verifications to prove that the 
conditions of the proposed business plan 
have been met or not. Verifications for im-
provement in terms of increasing jobs and 
increasing public benefit (Confindustria).

g. A legal framework that guarantees 
security to investors guarantees fair 
competition and stimulate innovation - 
preconditions for any successive sectoral 
reform

 » Accelerate Justice Reform to guarantee security 
for foreign investors and contracts enforcement. 
Implementation of legislative acts to avoid 
monopolies and encourage foreign compa-
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nies to participate in the procurement pro-
cess in Albanian markets (AMCHAM).

 » Improving legislation on public procurement to 
guarantee fair competition, fight against cor-
ruption and guarantee fair competitiveness 
practices (AMCHAM).

 » Improving legal and institutional framework in 
support of innovation, quality, infrastructure 
and certification with the ultimate goal of 
increasing the capacity of export companies 
(WB).

 » Insolvency law, despite improvements, still has 
clearly undefined terms that leave room for 
misinterpretation among creditors, courts and 
business administrators. Furthermore, this 
law must be accompanied by bylaws, reg-
ulations and implementation manuals as 
soon as possible. Bankruptcy administrators 
should be selected based on meritocracy and 
trained rigorously (BKT).

h. Other 
 » Establishment of a group of experts to develop 

a recovery strategy as well as an agency that 
will control the internal market and enforce 
game rules (National Chamber of Diaspora);

 » Review the possibility to reduce the number of 
employees in public administration in the next 3 
to 5 years, based on their work performance, 
since (a) it is inflated; (b) we pay approxi-
mately 1.5 wages for a single job due to unfair 
lay-offs; (c) considering that many services 
are now provided online (CONFINDUSTRIA).

 » Improving social assistance and taking effec-
tive measures to increase social services by 
improving municipal skills in identifying so-
cial services needs and preparing social care 
plans (EUD).

 » Increasing institutional capacities in research 

and development; increasing public spending 
and support policies (EUD).

2. RECOMMENDATIONS ON A 
SECTORAL BASIS
Based on the suggestions of the survey respon-
dents, members of IC, review of the above re-
ports and consultations with several responsible 
institutions in the framework of working groups 
on sectoral policies for the recovery of the econo-
my, we suggest sectoral interventions to be prior-
itised as follows:

a. Agro-processing sector: 
1. To optimise the potential that exists in the 

agricultural sector, agro-processing (in-
creasing figures of fruit/vegetable exports, 
medicinal plants, etc.) as well as agritour-
ism, to prepare an in-depth study aimed at giv-
ing specific recommendations that stimulate 
domestic production with the objective “import 
substitution”. More specifically, the product 
of the study will be the identification of at 
least 3 specific products that are produced 
and have the potential to be processed local-
ly at all stages of the chain, and perhaps even 
to be branded as an Albanian brand and ex-
ported to global markets (short term). For this, 
within the technical working group MFE & 
MARD to work with experts and analyse as 
follows:
a. Yearly exports trends, data on ARDA in-

vestments, exemptions from customs 
duties on machinery and equipment, 
sector support from IPARD, national 
schemes, local schemes, AIDA’s funds, 
etc.

b. Inventory of projects (including forms 
of support such as guarantees, etc.) and 
studies in this regard as well as funds 
provided by the (central and local) gov-
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ernment and donors.
c. To show graphically and transparent-

ly the steps to be followed starting from 
the production, transport, collection and 
marketing of products as well as the re-
sponsible structures.

d. List of procedures easily accessible to 
a local or foreign investor interested in 
investing in agro-processing or produc-
tion.

e. Information tailored for these products 
regarding food safety and access to certi-
fications such as GAP (especially for bio 
or organic products).

f. Potential to promote local processing, 
including livestock products and fishing 
through TEDAs, to switch to industrial 
production as well as investments in re-
frigeration rooms, to optimise the chain, 
etc.

g. any other relevant information for 
achieving the objective of the working 
group

2. Oil subsidy for the farmer. Preparing a 
cost-benefit analysis for the state budget and 
the farmer in relation to subsidising the price 
of oil. The argument for support in this re-
gard is related to (i) the use of this instrument 
to encourage the formalisation of farmers, 
(ii) supporting the investment of farmers, (iii) 
fishing example where the use of this instru-
ment has yielded results in formalising and 
increasing processing of fish and on the oth-
er hand budget expenditures have been min-
imal, (iv) almost all countries in the region 
replicate such an instrument. (short term)

3. Timely update and transparency regarding 
the completion of the agricultural land map 
and clarification of ownership in areas with 

greater economic potential, where produc-
tion and impact are greater (e.g. Fieri, Lush-
nja and the southeast of the country, the area 
of Korça). (middle term)

4. Referring to the very strict requirements that 
IPARD schemes have, the problem remains 
the classification of all farms to benefit from 
them, so the negotiation by the institutions re-
sponsible for the inclusion of all farmers in these 
schemes remains a challenge and task to be fol-
lowed with priority to negotiations for IPARD3. 
(long term)

5. Monitoring and coordination between 
MARD and DPD, and supervision of agricul-
tural pharmacies in order to limit the uncon-
trolled and dangerous use of pesticides and to 
simultaneously deter informality. (short term)

6. Analysis of the forms of organisation of farm-
ers so that access to finance can be facilitated 
in some categories. BoA and representatives 
from international development partners, 
MFE and MARD to analyse the problems to 
increase the loan portfolio in this sector and 
to consider lending policies and to find inno-
vative forms of financing for this sector that 
is considered risky. (middle term)

b. ICT & Innovation – momentum for 
“Albania Digital Solidarity initiative”
Albania is considered a moderately prepared 
country in the area of information technology 
and audio-visual media, according to the “EC Re-
port (May 2019), Chapter 10”.
COVID-19 highlighted the need to diversify the way 
services are provided and identified the lack of emer-
gency plans by businesses, so in the post-COVID-19 
situation, IC members consider it necessary to invest 
in this sector that interconnects and significantly af-
fects other priority sectors.
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To maximise the potential of assessing investment 
potentials in ICT and Innovation, it is suggested:
1. Prioritise digitalisation and accelerate national 

broadband coverage with broadband and se-
cure Cloud platform - initiate intervention for 
those areas of the country where we current-
ly have a high presence of SMEs or the ones 
with a considerable population (especially of 
young people), as they carry the potential to 
improve the productivity and efficiency of in-
dustries and SMEs. To achieve this, it is nec-
essary to start preparing regional maps to give 
the level of concentration of SMEs to optimise 
investments in infrastructure and increase the 
competitiveness of these businesses (short term).

2. Accuracy and harmonisation of national statis-
tical data referring to the level of use and acces-
sibility in ICT by businesses. The data should 
be elaborated and monitored based on clear 
indicators such as services used by busi-
nesses, areas covered, coverage speed, etc. 
and published so that businesses/investors 
adopt their investment plans. Furthermore, 
monitoring the quality of service (AKEP) for a 
high-speed broadband internet would enable 
quality services such as businesses/citizens 
and schools, universities, health centres, fi-
nancial institutions, etc. (long term).

3. Coordinate models (e.g., Kosovo) of govern-
ment-business-international partnership coop-
eration to finance investment costs in the sector 
as it remains a challenge for the state budget 
after the earthquake and COVID-19. Further 
consolidated support in terms of technolog-
ical developments and innovation through 
grants or subsidy schemes (long term).

4. Increasing the access of SMEs to ICT through 
the drafting of specific government policies with 
a focus on the specific needs of SMEs. Simplifi-

cation and better information coordination 
on European projects (possibly focus on a 
single portal) with the needs of local SMEs 
- to increase the level of information, timely 
accessibility, and the quality of business ap-
plications in EU funds agency (short term).

5. Stimulating the population’s exposure to ICT po-
tentials through collaborations with businesses 
to subsidise the costs of digital devices such as 
laptops, smartphones, etc., as the first de-
vices with which people access the internet 
(short term).

6. Aiming for improved quality skills in this 
sector, free online training packages and 
relevant certifications in digital training, en-
trepreneurship, financial education, youth, 
women, etc. One form of incentive could be 
the creation of an online government plat-
form (e.g., Albania Digital Solidarity) listing 
companies that offer such online services at 
(1) reduced prices or (2) for free. (e.g., Poland/
Italy) (short term).

7. Utilising the potentials offered by free economic 
zones (TEDAs) as an opportunity where com-
panies can be placed both for training and 
for the development of technologies related 
to the ICT sector (long term).

8. Stimulation of e-commerce - its legal formalisa-
tion, as a potential model of providing sustain-
able services/products (long-term).

 
c. Tourism 
IC members’ proposals on the sector:
1. Diversification of the tourist offer, through 

integration in wider (global) tourist chains, is 
associated with reducing the level of infor-
mality in the sector. From a strategic point of 
view, the dependence of tourism revenues on 
other sectors should be reduced, increasing 
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the added value of tourist services provided, 
creating diversified destinations/packages 
in addition to the sea and the sun, extend-
ing this way also the tourist season (medi-
um-term).

2. Incentivization of the sector towards the ex-
tension of the tourist season, e.g. through the 
provision of subsidies in the amount of 10-
20 Euros a day/tourist for holidays longer 
than 3 days, during April-May and Septem-
ber-October. This would increase the tourist 
flow in non-peak periods, which enables the 
engagement of the employees of this sector 
for a longer season (short term).

3. Quality of service in tourism. More than expan-
sion, the sector needs to raise the standard 
and quality of the product it offers, expand-
ing the package. For this, a regulatory require-
ment by the licensing state agency, mandatory 
to allow entry into the industry, would probably 
be effective. The state agency should play the 
role of trainer, informant and coordinator at 
the national level (short term).

4. Special priority and timely harmonisation, 
transparency and consultation of local and 
national plans for public investment in infra-
structure in the tourism sector. Businesses 

need to know what will be done and when 
it will be done in national public investment 
strategies (water, sewerage, energy, etc.). 
For example, if it is a national priority as a 
sector, hotel construction can begin when 
the tourism area itself has access to water 
and electricity to afford the new investment 
in capacity. This also helps the business to 
advance its feasibility and investment plans. 
More specifically, public investment should 
aim at a) Shortening travel time to tourist desti-
nations, especially sea routes, through major 
infrastructure projects (highways/airports); 
b) building a quality system of hotel schools, 
especially for coastal areas with flexible cur-
ricula that provide a quality long-term hotel 
service for the preparation of young people 
to serve in this industry; c) creation of regional 
plans for specific tourist areas with a focus 
on maintaining ecological and environmen-
tal standards (middle term).

5. Implementation of the “travel bubble” initiative, 
which consists of opening the borders between 
the countries of the Western Balkans, excluding 
the obligation of a 14-day quarantine, which 
would be an incentive for the tourism sector 
at current situation (short term).
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I n 2019, Albania was hit by 2 major earth-
quakes, respectively on 21 September and 
26 November 2020. These earthquakes, 
especially the one on 26 November, had a 

significant devastating impact on civil, public 
and private physical infrastructure and the loss 
of human lives (51 lost lives). After emerging the 
first phase of crisis focused on the immediate 
humanitarian needs, efforts were oriented on 
preparing a consolidated and coordinated re-
construction program between the Government 
of Albania and donors, development partners, 
international financial institutions.
One of the first measures aimed at preparing the 
reconstruction program was the establishment 
of the Ministry of Reconstruction (13 December 
2019) and the start of work to identify the dam-
age and the economic and social impact caused 
in the country. For this purpose, it was prepared 

“Albania Post-Disaster Needs Assessment”19, based 
on a detailed analysis that started on 16 Decem-
ber 2019 and ended on 30 January 2019. The 
analysis estimated that the financial amount 
needed for recovery from the earthquake situa-
tion was in total 1,076 million Euros, related to 9 
sectors20. The report was presented on 17 Febru-
ary 2020 at the Donors’ Conference organised in 
cooperation with the European Union, in which 
countries and international institutions/organ-
isations committed to a financial support of 1.15 
billion Euros, of which 300 million grants and 
the rest loans to support concrete reconstruction 
projects.
The dynamics for establishing the legal and 

19  PDNA - The detailed report prepared with the cooperation 
of the Government of Albania, the European Union, the United 
Nations agencies and World Bank.

20  Pages 97-101 of PDNA.
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sub-legal framework of the procedures related 
to the reconstruction have been quite large21. 
The main taken measures are summarised 
below:
1. Determining the rules for the functioning 

of the bodies responsible for rehabilitation 
and reconstruction; establishment of the 
State Reconstruction Commission; rules 
of administration, use, and transparency 
of funds and procurement procedures.

2. Defining rules and procedures for benefit-
ing from the reconstruction grant program 
and model projects.

3. Conditions and procedures for expropri-
ation and/or exchange of property, in the 
public interest, in the function of the re-
construction process.

4. Announcing of the 26 new development 
areas.

Meanwhile, to address the emerging cases, a 
series of fiscal measures and incentives were 
taken. More specifically:

 » VAT exemptions for vehicles and equip-
ment used to rebuild disaster-affected ar-
eas. This exception is valid in cases and 
for the duration of the state of the natural 
disaster22.

 » Increasing the level of the deductible ex-
penses from 3% to 8% for tax purposes, for 
monetary donations made by businesses, 
and for other donations in the frame of the 
state of natural disaster made in the form 
of real estate. This incentive is valid for 
the period of “natural disaster situation”, 
enabling the mobilisation of monetary 

21  Normative act no.9 dated 16.12.2019 “On the Resolution 
of the Natural Disaster Consequences”, DCM no.5 and no.7 
dated 06.01.2020 etc.

22  Normative act no.4 dated 30.11.2019 “For some 
amendments and additions to the law no.92/2014 “On VAT in 
the Republic of Albania”.

support immediately by the private sector. 
Deductible expenses in the amount of 8% 
are obtained only if the donation will be 
addressed to the treasury accounts made 
available by MFE23.

 » Donation of 17 apartments owned by the 
Municipality of Tirana for the families of 
the victims of the November earthquake24.

 » Special financial treatment for the survi-
vors of families with the largest losses in 
people from the November earthquake and 
special pension for retired citizens who 
have lost relatives from the earthquake25.

 » Exemption from the tax payment on infra-
structure impact of investments related to 
the reconstruction, repair or restoration of 
buildings intended for residential purpos-
es, damaged as a result of natural disas-
ters, according to the definition given in 
the legislation in force for civil protection. 
Also, from payment of this tax are exclud-
ed investments within the reconstruction 
programs, according to the provisions of 
the law, for resolution of the consequences 
of the natural disaster26.

The government has adopted two support 
packages for people and businesses affected 
by the COVID-19 pandemic consisting of bud-
get spending, sovereign guarantees and tax 
deferrals for some categories of taxpayers.
Financial package 1 was launched on 19 
March 2020, and it envisaged measures fo-
cused chiefly on individuals and small busi-
nesses affected by the lockdown. The package 

23  Normative act no.5 date 30.11.2019 “For an addition 
to the law no.8438 date 28.12.1998 “On income tax” as 
amended.

24  Normative act no.6 date 30.11.2019 “For donation of 
apartments to the families of the victims of the earthquake date 
26.11.2019”.

25  Normative act no.7 date 30.11.2019 “For an addition to 
the law no.7703 date 11.05.1993 “For social insurances in the 
Republic of Albania” as amended.

26  Added with the Normative act no.3 date 02.10.2019 in the 
law no.9632 date 30.10.2006 “On local taxes system”.

provided support measures of ALL 23 billion 
(1.4 per cent of GDP) through a combination of 
spending reallocations, spending increases 
and sovereign guarantees to support affected 
businesses27. The main features of the pack-
age.
1. 6.5 billion ALL for the support of small 

businesses/self-employed that are forced 
to close activities due to the COVID-19 pan-
demic by paying the minimum salaries 
(up to two in the case of family businesses 
with unpaid family members), doubling 
the unemployment benefits and social 
welfare assistance;  

2. 2 billion ALL of the defence spending real-
located toward humanitarian relief for the 
most vulnerable; 

3. sovereign guarantee fund of 11 billion ALL 
(0.6 per cent of GDP) for companies to ac-
cess overdrafts in the banking system to 
pay wages for their employees for up to 
3 months with an interest rate capped at 
2.85 per cent for the maturity of up to 2 
years; 

Financial package 2 was launched on 13 April 
2020 and contained measures for the support 
of businesses categories that were not subject 
of the immediate support provided by fiscal 
package 1. The main features of the package:
1. 7 billion ALL fund for a one-off transfer of 

Lek 40,000 to employees of small busi-
nesses affected by the pandemic not cov-
ered in the first package, employees of 
large businesses laid off due to the pan-
demic, and employees in the tourism sec-
tor; 

2. tax deferral measures allowing all compa-
nies (except banks, telecommunication, 
public enterprises and companies in the 
supply chain of essential goods) to defer 
payment of profit tax until after Septem-
ber. Tourism, active processing and call 

27  Data as analysed and reported by IMF

centres – as well as small businesses with 
a turnover of at least 14 million – shall not 
pay the advance tax on income instal-
ments for 2020; 

3. sovereign guarantee of 15 billion ALL (0.9 
per cent of GDP) to provide loans for work-
ing capital and investments for all sectors. 
This instrument shares risk with banks, 
and the government covers 60% of the 
principal of each loan and provides for re-
payment terms up to 5 years. Loans to be 
disbursed shall also contain the feature of 
6 months grace period.

Additionally to the above, other important 
measures were adopted, such as:

 » Since April, ministers and lawmakers 
have received half of their salaries for the 
next three months, with the savings going 
to the anti-COVID-19 social support fund. 
Such decisions have been endorsed by 
other institutions such as the Supervisory 
Council of BoA, AMF, etc.

 » Suspension of four PPP contracts and pub-
lic procurement procedures.

 » BoA and GoA ordered second-tier banks 
to postpone for a 3-month period terms 
instalments payment interest from the pri-
vate sector.

 » Bank of Albania Supervisory Council:
1. suspended dividend distribution by the 

banks until the end of June 2020 for (a) the 
accumulated profit carried forward from 
previous periods, (b) profits realised in 
2019, and (c) the profit that will be realised 
during the first half of 2020;

2. starting from 10 April 2020, it waived the 
commissions for transfers in local curren-
cy and fees for participants in AIPS and 
AECH payment systems operated by the 
Bank of Albania. This measure urges the 
use of e-banking services and aims to re-
duce the number of people requiring ser-
vices in bank premises. 
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Periodic and/or consolidated information on 
the fiscal, macro-financial or institutional 
measures is published in the IC website’s ded-
icated window https://www.investment.com.
al/covid-19/.
Albania is still under the state of natural ca-
tastrophe until 23 June 2020, which enables 
the government to use extended powers.

The November earthquake and the ongoing 
global outbreak of COVID-19 have caused 
significant losses and disruptions to Alba-
nia’s economy. To address Albania’s, need to 
balance urgent payments, the IMF approved 
US$190.5 million (Euro 174 million) financial 
assistance under the Rapid Financing Instru-
ment.

ANNEX 2
SUPPORT MEASURES OF WESTERN 
BALKANS AND CROATIA 

DISCLAIMER: This matrix contains 
and structures updated information 
obtained from reports of IMF, EBRD, 
OECD, KPMG, Deloitte and other 

reputable sources of information, as well as from 
national legislation applicable in the respective 

jurisdictions. The information contained in this 
Summary is not exhaustive and does not replace 
the professional assistance or counselling you 
may need or the appropriate institutions. IC Sec-
retariat reserves the right to edit it accordingly if 
any changes arise.
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FISCAL

Country Measures

Albania he government has adopted two support packages for people and businesses affected by the COVID-19 
pandemic of a combined size of Lek 45 billion (2.8 per cent of GDP), consisting of budget spending, 
sovereign guarantees and tax deferrals.                                                  
Package 1: support measures of Lek 23bn (1.4 per cent of GDP) through a combination of spending 
reallocations, spending increases and sovereign guarantees to support affected businesses. (1) 
additional funding for the health sector in the amount of Lek 3.5 billion; (2) Lek 6.5bn for the support 
of small businesses/self-employed that are forced to close activities due to the COVID-19 pandemic 
by paying them minimum salaries (up to two in the case of family businesses with unpaid family 
members), doubling of the unemployment benefits and social assistance layouts;  (3) Lek 2bn of 
defence spending reallocated toward humanitarian relief for the most vulnerable; (4) Lek 11bn (0.6 
per cent of GDP) sovereign guarantee fund for companies to access overdrafts in the banking system 
to pay wages for their employees for up to 3 months with an interest rate capped at 2.85 per cent for 
a maturity of up to 2 years;  (5) As of April, cabinet ministers and lawmakers will receive half of their 
salaries for the next three months with the savings going to the Anti-Covid 19 social support fund.                                                                                              
Package 2: (1) Lek 7bn (0.4 per cent of GDP) fund to pay for a one-off transfer of Lek 40,000 to 
employees of small businesses affected by the pandemic not covered in the first package, employees 
of large businesses laid off due to the pandemic, and employees in the tourism sector; (2) tax deferral 
measures allowing all companies (except banks, telecommunication, public enterprises and companies 
in the chain of supply of essential goods) to defer payment of profit tax until after September. Tourism, 
active processing and call centres – as well as small businesses with a turnover of Lk14m or less – 
shall not pay the tax on income advance instalments for 2020;(3) a sovereign guarantee of Lek 15 
billion (0.9 per cent of GDP) to provide loans for working capital and investments for all sectors. This 
is an instrument that shares risk with banks, covering a percentage of the principal of each loan and 
repayment terms up to 5 years. Loans contains also the feature of 6 months grace period.

Kosovo Tax measures focused on: (1) allocation of €6 million to the health ministry; (2) deferrals for corporate 
income and personal income taxes, and VAT; (3) advancing payments for social assistance schemes 
by an additional one month’s amount (from one month to two months) to support families in need; (4) 
removal of VAT on imports of wheat and flour; (5) deferral of public utility payments until the end of April. 
In addition, the fiscal package in the amount of 170 million euro (2.5 percent of GDP) was adopted by 
the government.
(1) Monthly salaries coverage will be covered in the amount of EUR 170 per employee for the period of 
April-May 2020. The total amount of this measure is  EUR 41 million. In addition to the salaries covered, 
the government will also pay the related pension contributions for the period of April-May 2020, at the 
total amount of EUR 8 mln; 
(2) Rental subsidy for small and medium-sized enterprises up 50% of the monthly rentals, for the period 
of April-May 2020, at the total amount of EUR 12 mln.

North 
Macedonia

Package 1- (0.2 per cent of GDP) to help address firms’ liquidity problems and protect jobs, targeted 
to affected sectors such as transport, hotel and restaurants for three months starting in April. The 
measures include (1) a subsidy on social security contributions for firms that maintain employment; (2) 
postponement of corporate income tax payments by suspending obligations to prepay based on last 
year’s income, and (3) direct financial assistance to firms from the Development Bank, offering loans at 
zero interest rate. 
Package 2- (about 1 per cent of GDP). (1) A wage subsidy equal to the minimum wage to affected 
companies to help them maintain jobs. (2) Vulnerable households who were part of the informal 
economy and lost their income will receive financial support. (3) Additional funding will be made 
available from the Development Bank to commercial banks at favourable terms. (4) The government 
has also implemented price controls on basic food products, medicines, and disinfection products and 
abolished the import duty on medical supplies. 
Package 3-  (1) As part of the third package of measures, the government plans to distribute payment 
cards credited with denar 3,000 and denar 6,000 vouchers to stimulate domestic tourism by the 
poorest households. The measure will affect about 100,000 citizens from the poorest households, 
i.e. earning less than denar 15,000 per month (the minimum wage is denar 14,500 per month). The 
voucher will be used in domestic hotels and other accommodation facilities, while the payment card will 
encourage the purchase of domestic tourism products and services. (2) The third package of measures 
supporting agriculture will mobilise up to EUR 76.1 million. It includes support to micro-enterprises 
and SMEs; direct support to green oil farmers. The measure will cover 50,000 farmers and is worth 
EUR 4.6 million; Support to grape processors and wineries with EUR 3.5 million over three years to 
stimulate alcoholic distillate production that will be used by domestic chemical companies to produce 
disinfectants; Long-term lease of pastures to support cattle breeders; and a Program for financing 
micro-agricultural companies in the amount of EUR 3 million for processing equipment and marketing.

Serbia Fiscal measures (6.5 per cent of GDP) focused on:  (1) 10 per cent wage increase for the public 
healthcare sector (RSD 13bn) and increased healthcare spending (about RSD 26bn); (2) one-off 
payment to all pensioners (RSD 7bn); (3) universal cash transfer of EUR 100 to each citizen over 18 
years old (about RSD 65bn); (4) three-month deferment of labour taxes and social security contributions 
for all private companies, to be repaid in 24 instalments starting from 2021 (RSD 100bn); (5) deferment 
corporate income tax advance payment during the second quarter of 2020 (RSD 21bn); and (6) wage 
subsidies, including payment of minimum wages for all SME employees and entrepreneurs for three 
months (RSD 93bn) and payment of 50 per cent of the net minimum wage for three months for 
employees in large private sector companies and for employees who are currently not working (RSD 
4bn). (7) 3-month moratorium on enforcement and interests on tax debt under rescheduling agreements 
and 10 percentage points reduction of the interest rate on the tax debt. (8) A state guarantee scheme for 
bank loans to SMEs has been approved (RSD 240bn), as well new loans to SMEs from the Development 
Fund (RSD 24bn).

Bosnia & 
Herzegovina

(1) FBiH measures subsidised contributions and taxes and pay minimum wages for all employees of 
the companies impacted by Covid-19. (2) Rep. Serbska decided to cover PIT and SSC for about 40,000 
workers in the sectors closed by the government decision from March to May (KM 50 million, 0.15 per 
cent of GDP). The RS also announced that the government will pay minimum salaries for all employees 
in these sectors in April (KM 53 million, 0.16 per cent of GDP) and is planning to increase the transfers 
to unemployment funds (KM 25 million, 0.08 per cent of GDP).
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Montenegro Package 1: (1) the removal of the excise on medical alcohol sold in pharmacies; (2) the delay of tax 
payments and social security contributions; (3) the creation of a new Investment Development Fund 
(IRF) credit line of EUR 120 million to improve the liquidity of entrepreneurs; (4) the deferral of lease 
payments for state-owned real estate; (5) advance payments to contractors for capital projects; (6) one-
off financial assistance to low-income pensioners and social welfare beneficiaries in the amount of EUR 
50 each (EUR 1 million has been allocated); (7) an increase in the March wages of healthcare workers 
by up to 15 per cent (EUR 0.5 million has been allocated). Package 2: at the amount of EUR 75 million 
package (with a net impact of EUR 40 million) includes: (1) subsidies in April and May of 70 percent of 
the minimum wage for employees in sectors that are closed because of the pandemic, employees who 
are unable to work due to childcare for children aged under 11, or people who have to be self-isolated 
and quarantined; (2) a subsidy of 50 percent of the minimum wage for employees in sectors at risk due 
to the pandemic-related lockdown; (3) a subsidy of 70 percent of the gross minimum wage of newly 
employed workers in SMEs for six months if these workers are registered as unemployed; (4) state 
bodies and state-owned companies will impose a six-month moratorium on the enforcement of claims 
for companies that are not operating due to the pandemic; (5) energy firms will exempt the fixed portion 
of electricity bills for businesses that have stopped operating due to the pandemic-related lockdown; 
(6) the state utility will double its electricity subsidies for vulnerable households; (7) assistance to 
the agriculture and fisheries sector, including one-off assistance to fishermen and payments for the 
contributions of insured agricultural workers; and (8) one-time assistance of EUR 50 to all persons 
recorded as unemployed in the Employment Agency of Montenegro and who did not receive any 
compensation.

Croatia Fiscal measures: (1) deferment of public obligations, free of interest for three months, which can be 
extended by additional three months if necessary; (2) temporary suspension of payments of selected 
parafiscal charges; interest-free loans to local governments, the Croatian Health Insurance Institute, 
and the Croatian Pension Insurance Institute to cover the deferred payments; (3) subsidisation of net 
minimum wages for three months to preserve jobs, which could be extended for another three months; 
(4) early refund of taxes for individuals; (5) an increase of the subsidisation of the net minimum wage; 
(6) tax obligations of companies to be reduced or written-off depending on their turnover and loss; (7) 
VAT payments will not be due until payment is received from customers and the deadline for the 2019 
financial reports will be extended to 30 June.

SECTORAL

Country Measures

Albania

Kosovo (1) Financial liquidity support will be extended to microenterprises and self-employed at the amount 
of EUR 10 thousand for a maximum period of 24 months, which measure amounts in a total of EUR 
15 million. (2) Monthly salaries coverage of EUR 130 will be awarded for the first two months to any 
newly hired employee during the COVID-19 situation with a defined term contract of at least one year. 
The total coverage amounts to EUR 6 million. (3) Financial support to exporters after the termination 
of the COVID-19 situation will be at the total amount of EUR 10 million. (4) Support for grants and 
governmental institutions- A total amount of EUR 20 million is approved to increase the budget for 
grants and subsidies to the Ministry of Agriculture, Forestry and Rural Development, Ministry of Culture, 
Youth and Sports and municipalities affected by the pandemic situation.

North 
Macedonia

(1) Extension of instalment payments; 
(2) A total of EUR 5.5 million will be granted as interest-free loans to companies conducting business 
activates in the sectors most affected by COVID-19.

Serbia

Bosnia & 
Herzegovina

The FBIH support the economy through: (1) setting up a special fund to stabilise the economy(KM 
500 million, 1.5 per cent of GDP); and (2) establishing a guarantee fund at the Development Bank (up 
to KM 500 million, 1.5 per cent of GDP) which will be served to maintain and improve the liquidity of 
companies. The RS is also developing a credit guarantee scheme.

Montenegro

Croatia (1) Beneficiaries of some EU Structural and Investment Funds will be able to receive larger 
advance payments. Part of the EU funds envelope has been reallocated to microloans; a new credit 
line was introduced, accompanied by measures to facilitate faster disbursements of loans with lower 
interest rates and larger partial risk guarantees. 
(2) The government has also resorted to purchasing unsold stocks of finished goods in 
agriculture, the food processing industry, medical equipment, and similar strategic goods. 
(3) Financing of temporary fishing suspension with prior approval of the European Commission. 
(4) Assistance to the agricultural sector due to traffic restrictions and increased manipulation costs. 
(5) Increased funding for de minimis aid to the fisheries and aquaculture sector.
(6) Establishment of a credit line for working capital for the agriculture, forestry and wood processing 
sectors.
(7) State aid: EU Commission approves €4 million Croatian direct grant scheme to support fishery and 
aquaculture sector in coronavirus outbreak.
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MONETARY

Country Measures

Albania A. Bank of Albania Supervisory Council:
(1) suspended dividend distribution by the banks until the end of June 2020 for (a) the accumulated 
profit carried forward from previous periods;  (b) profits realised in 2019 and (c) the profit that will be 
realised during the first half of 2020;
(2) starting from 10 April 2020, it waived the commissions for transfers in local currency, as well as 
fees for participants in AIPS and AECH payment systems operated by the Bank of Albania. This measure 
urges the use of e-banking services and aims to reduce the number of people requiring services in 
bank premises. 
B. BoA and GoA order second-tier banks to postpone for a 3-month period terms instalment payments 
from the private sector in the first phases, and 3 more months in the second phase up to 31.08.2020.

Kosovo (1) Interest-free loans repayable until 31 December 2020 will be awarded to state-owned enterprises 
facing financial difficulties, legal entities/companies authorised to provide essential services, amounting 
to a total of EUR 20 million. 
(2) The Central Bank of Kosovo (CBK) and the Kosovo Banking Association decided to suspend the 
payment of loan instalments for businesses and individuals starting from 16 March until 30 April. This 
suspension could be extended depending on the situation. The CBK will apply regulatory forbearance on 
loan provisions and capital requirements on reprogrammed loans.

North 
Macedonia

The National Bank measures: 
(1) Cut is policy rate by 25 basis points to 1.75.
(2) The fees for withdrawing and returning cash to the National Bank’s central vault have been abolished 
to minimise any risk of transmitting the virus infection by coins and bills. 
(3) Revised its credit risk regulation to encourage banks to restructure loans temporarily and has 
relaxed the loan classification standards for NPLs. It has also reduced the base for the reserve 
requirement by the amount of new loans to firms in affected sectors and has extended the deadline 
for banks to submit their first Internal Liquidity Assessment Report to allow them to focus on providing 
credit while maintaining credit the quality of the loan portfolio.

Serbia The National Bank measures: 
(1) cut the key policy rate from 2.25 per cent to 1.75 per cent and then to 1,50% and narrowed the 
interest rate corridor from ±1.25pp to ±1pp relative to the key policy rate.  
(2) provided liquidity (both in dinars and euros) to banks through additional EUR/RSD swap auctions and 
repo purchase auctions of dinar government securities; 
(3) reduced the FX swap interest rates 
-Moratorium on leasing and loans, beneficiaries are entitled to delay in payment of obligations that were 
due within 3 days from the day the decision came into force.
Leasing providers cannot charge interest on arrears, initiate collection procedures against the lessee, or 
undertake other legal actions to collect the receivables from the lessee.

Bosnia & 
Herzegovina

(1) Banking Agencies have announced a six-month loan repayment moratorium for restructuring credit 
arrangements for individuals and legal entities which are found to have aggravated circumstances for 
loans repayments due to COVID-19. 
(2) Banking Agencies have instructed banks to track clients and exposure portfolios affected by 
COVID-19. Banks are also instructed to consider additional customer relief, including reviewing current 
fees for services and avoiding charging fees to handle exposure modifications. 
(3) All banks were ordered not to pay dividends or bonuses.

Montenegro The central bank measures:
(1) moratorium on loan repayment for a period of up to 90 days. It includes the interim suspension of all 
payments of obligations based on the loan (principal, interest, default interest, fees, etc.). 
(2) Banks are also allowed to restructure loans and reclassify them as new loans, including by 
additionally extending the repayment period by up to two years, if the borrower’s financial position was 
impacted by the pandemic and restructuring would improve the credit capacity of the borrower. These 
measures also apply to leasing and microfinance institutions. 
(3) The central bank has also announced measures to temporarily prohibit banks from paying dividends 
to shareholders, except in the form of equity, and to allow banks to increase exposures to a person or 
group of related parties beyond the prescribed exposure limits (25 per cent of the bank’s own funds), 
with prior central bank approval. More details here.
(4) Additional measures are being considered, including the extension of the moratorium to the most 
vulnerable borrowers, securing access to credit lines for the financial system through the EBRD and the 
International Finance Corporation (IFC), and reducing the price of withdrawing the reserve requirement 
for the liquidity of banks.

Croatia The National Bank provided liquidity via: 
(1) the structural repo facility, used for the first time since December 2018 (5-year kuna liquidity of HRK 
3.8 billion at a fixed interest rate of 0.25 per cent); 
(2) regular weekly reports used by banks for the first time since December 2017. This repo rate has 
been reduced from 0.30 to 0.05 per cent; and 
(3) a reduction of the reserve requirement ratio (from 12 to 9 per cent). 
- A moratorium for three months on obligations to banks has been introduced. Banks will not apply 
enforcement measures during this period. 
- The Croatian Bank for Reconstruction and Development (HBOR) has issued a moratorium on debt 
service for three months, can provide liquidity loans, export guarantees, and restructure obligations. In 
April, the European Commission approved subsidised loan programs of up to €1.8 billion.
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OTHER

Country Measures

Albania (1) As of April, cabinet ministers and lawmakers receive half of their salaries for the next three months, 
with the savings going to the Anti-Covid 19 social support fund. Such decisions have been endorsed by 
other institutions such as the Supervisory Council of BoA, AMF, etc.
(2) Suspension of four PPP contracts and public procurement procedures
(3) Bank of Albania Supervisory Council halved the salaries of its supervisory board and BoA top 
management for the duration of the pandemic.

Kosovo

North 
Macedonia

(1) Enforced collection measures:
- The tax authorities announced that they would not conduct any enforced collection in respect of all 
taxes and other public charges (fines, court fees) against those taxpayers who have not paid their 
obligations. 
- The Law on Enforcement is suspended until the end of June., and the enforcement agents are obliged 
to stop taking any enforcement action.

Serbia

Bosnia & 
Herzegovina

Montenegro (1) Postponement of payment of lease of state-owned real estate, also for a period of 90 days. 
(2) Advance payment to service providers and contractors on started capital projects with the provision 
of a bank guarantee in the value of the advance payment to ensure their liquidity and maintain 
continuity of work, where this does not endanger the health of citizens.

Croatia

ANNEX 3
QUESTIONNAIRE TO IC MEMBERS AND 
PARTNERS 

Dear IC Members and Partners,
Following the conclusions of the IC Extraordi-
nary Meeting date 14 April, on the short-term 
measures in the frame of Covid-19 situation, the 
Secretariat in collaboration with the Ministry of 
Finance and Economy, is initiating a new round 
of consultation with its members and partners, 
main focus reconstruction of the economy. 
The purpose of such consultation is to gather 
elaborated proposals for economic recovery op-
tions that do not only address the surviving of 
businesses and jobs, but also provide insights for 
prioritising medium- and long-term actions and 
new reforms that could be appropriate for Alba-
nia. 
One of the major lessons learnt from the post-
2008 stimulus packages, and the economic 
downturns is that consistent and transparent 
public investments directed toward high-poten-
tial and socially useful sectors are needed for the 
long-run prosperity. As we reconstruct our econ-
omy, we may have a real opportunity to reflect on 

an inclusive recovery that could better work for 
everyone.
The outcome of the above aims to depict and 
prioritise some of the most important upcoming 
policy decisions for the recovery of the Albanian 
economy. They shall be submitted to MFE in the 
upcoming IC Meeting (June 2021). 
To facilitate the gathering of your valuable input 
and rationale, we have prepared in advance the 
following questions:

(a) Horizontal approach: 
1. What could be the main actions (medium 

and long-term) or priority reforms at the pol-
icy level based on which the economy as a 
whole can thrive in the medium-term? If pos-
sible, please emphasise any institutional, le-
gal and regulatory changes or new initiatives 
(including import substitution, export policy 
options, technology and innovation in sup-
port to the made in Albania, etc.) that could 
be necessary to support the reforms.
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(b) Sectorial Approach: 
2. If possible, rank the below strategic activities 

(from the most strategic to the less strategic) 
and prioritise the concrete measures and in-
terventions. 
a. Agriculture 
b. Construction
c. Industry 
d. Tourism
e. Trade (e-commerce)
f. Services 
g. Transport
h. Other such as Eco, Bio, etc

3. Due to the Covid-19 crisis, many companies 
are reconsidering their supply chain from 
the Asian market. In your view, what is the 
feasibility of expanding business operations 
in Albania to meet the potential demand for:

(a) Manufacturing; (b) Agri-business; (c) Tour-
ism d) Health e) Services f) Other 

What type of support would be needed in case of 
this transformation process?

4. Please list 3 concrete measures to be taken 
to attract new businesses or support current 
domestic efforts for each of the above sec-
tors.

5. Post-COVID19 lessons: What are you going to 
change in your business model in:

a) the short term, b) medium-term, c) long-term

(c) Employment
6. What type of interventions (ex teleworking, 

etc. is needed to return to pre-crisis employ-
ment levels? What about generating new 
jobs? Please list 3 concrete measures.

(d) Other
7. Please feel free to include any other recom-

mendation that does not necessarily corre-
spond to the above questions but supports 
the policy reforms according to you.
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ABBREVIATIONS
AASF Albania Agribusiness Support Facility
AIC  Albania Investment Council
AIDA Albanian Investment Development Agency
ALL Albanian Lek
ARDA Albanian Rural Development Agency
ASB Advice for Small Businesses
BoA Bank of Albania 
CAP Common Agricultural Policy 
CoM Council of Ministers
EBRD European Bank for Reconstruction and Development 
GDC General Department of Customs 
GDP Gross Domestic Production 
GoA Government of Albania
ICS Investment Council’s Secretariat
IFSV Institute of Food Safety and Veterinary
INSTAT Albanian Institute of Statistics 
IPARD Instrument for Pre-accession Assistance for Rural Development
ISARD Inter-sectorial Strategy for Agriculture and Rural Development
MARD Ministry of Agriculture and Rural Development 
MFE Ministry of Finance and Economy
NBC National Business Centre
NBFI Non-Bank Financial Institution
RCGF Rural Credit Guarantee Foundation
SCOP State Commission for Organic Production
SME Small and Medium Enterprise 
TEDA Free Economic Zones 
WB World Bank
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INTRODUCTION 

Agricultural Policy (CAP) 2014–2020. ISARD 
2014-2020 prioritises policies that promote the 
development and growth of agricultural pro-
duction and targets the improvement of sector’s 
competitiveness, harmonisation of policies and 
institutional settings with the EU acquis, the 
sustainable use of natural resources and social 
inclusion of the rural population. 
Referring to the sector competitiveness, a re-
cent World Bank study1 on the agro-processing 
sector has noted that “Albanian producers face 
many constraints in meeting the rigid and complex 
demands of the EU market and integration into 
global value chains, which are mostly related to: (if) 
excessive land fragmentation and producers’ inabil-
ity to achieve necessary economies of scale; (ii) an 
unskilled workforce and low-technology production 
process that leads to gross inefficiencies throughout 
the production process and practices (iii) lack of ex-

1  World Bank (2018). Competitive Fruit and Vegetable 
Products in Albania. Finance, Competitiveness and Innovation 
in Focus. World Bank Group, Washington DC

T he exports of the agriculture sec-
tor in 2019 represented 11.8 % of the 
country’s total exports, showing a 
significant increase compared to 

only 8.7% in 2015 and less than 3% in 2005.  The 
overall production value of the agro-process-
ing sub-sector has increased in the recent five 
years by about 8.4% cumulative (2019/2015), 
reaching up to 70,031 million ALL in 2019. Al-
banian fruits, vegetables and MAPs have been 
gaining ground in the Western Balkans and are 
considered well-positioned to make headway 
in high-value international markets. The sector 
also had a positive contribution to the country’s 
export during January – June 2020, despite the 
negative impact in the Albanian economy of the 
26 November 2019’s earthquake and COVID-19 
(since March 2020). 
The vision of the Albanian Agriculture policy 
is detailed through ISARD 2014-2020, which 
is designed in line with the European Union 
strategic planning approach for the Common 

w w w . i n v e s t m e n t . c o m . a l

port infrastructure, including certification services 
and knowledge of destination markets; and (iv) 
lack of access to credit”. European Commission in 
European Economic Forecast May 2020 men-
tioned – “Although the country will experience a 
contraction of the economy as a result of COVID-19, 
the large support of the Albanian economy in agri-
culture can somewhat curb the decline of the econo-
my as this sector will be less affected by the COVID-19 
crisis”.
As of 5 October 2019, agro-processing has 
been considered as a key priority sector for the 
economy by Albanian Investment Council. To 
further review the potentials and challenges of 
the sector, a working group was set up, led by 
MoFE and MoARD, aiming to stimulate the pol-
icy debate by evidencing key bottlenecks and 
to prioritise investment (specific) potentials in 
the sector from a business perspective. In this 
context, the Secretariat, relying upon partner’s 
support and institutions’ commitment, has fa-
cilitated the technical work, especially acceler-

ated since March 2020 due to COV19 response. 
Previous activities of the AIC related to the sec-
tor include Informality in the Agriculture, VAT 
Reimbursement, Access to Finance, Business 
Survey on COVID-19, etc. 
This study aims to review the potentials for in-
vestment in the selected sub-sectors(nuts, toma-
toes, juice fruits, and MAPs) as suggested by the 
relevant institutions, including main business 
challenges and support needs related to mar-
ket and education, standards and certification, 
and access to finance. The study is designed to 
serve as a tool to help executives in their deci-
sion-making rather than a thorough sectorial or 
value chain research study per se. The proposed 
actions relate to analyses of specific products2, 
which could be further benchmarked as cases 
for optimising the investment potentials. A spe-
cial focus is also provided on Albanian products. 

2  In annex there are examples of the technological cards 
relevant to four strategic products which could be considered 
as reference for potential investment in the sector 

DOMESTIC PRODUCTION, IMPORT
SUBSTITUTION AND INVESTMENT
PROMOTION IN AGRO-PROCESSING

632 633



T he methodology of the study includes 
the use of qualitative and quantitative 
data gathered from secondary and 
primary sources, and it builds on a se-

ries of steps taken by the Secretariat to stimulate 
the debate on domestic production, food-pro-
cessing and potential investment in agro-pro-
cessing, as follows3:

 » Desk research4 of national and international 
analyses and reports, documents, laws and 
bylaws related to agro-processing.

 » Analysis of official information from second-
ary sources (MoARD, INSTAT, FAOSTAT, 
UNCOMTRADE, GDC, etc.) and key infor-
mation/data related to direct interviews with 
value chain actors and sector experts.

 » Following the Joint Working Order between 

3  This study does not take into account donors approach 
to this topic in the country, as no detailed analyses of their 
intervention in the sector is performed.

4  For more details read the Bibliography

MoFE and MoARD5, aimed at assessing the 
potential for investment in the agro-process-
ing sector, three technical meetings were 
organised via Zoom platform from June-Sep-
tember 2020. The purpose of these meetings 
was to propose a coordinated work plan with 
all parties involved with the ultimate goal of 
creating favourable conditions for invest-
ment in the agro-processing sector.

 » A set of questions on “Domestic Produc-
tion and Investment” was addressed to all 
AIC members and partners to receive their 
perspective on issues related to (1) the main 
challenges faced by companies in agro-pro-
cessing (2) access to financing the sector 
as well as (3) potentials for possible invest-
ments in the sector (focus nuts, tomatoes, 
medicinal plants, fruit juices and teas).

 » AICS developed two questionnaires in col-

5  For more details refer to https://www.investment.com.al/
working-group-on-agro-processing/

METHODOLOGY 

w w w . i n v e s t m e n t . c o m . a l

laboration with external experts to explore 
potentials, challenges and investment op-
portunities. The first questionnaire6 was 
addressed to targeted companies within 
agriculture production/processing/ trading/
exporting products. A total of 42 companies 
were interviewed using the designed ques-
tionnaire, out of which 26 companies were 
interviewed face to face, while 16 companies 
filled themselves the online questionnaire. 
The companies were selected based on their 
main activity, mainly companies working in 
agro-processing with a focus on one of the 
four potential products carefully chosen in 
the Technical Working Group on agro-pro-
cessing. Another questionnaire7 was sent 
online to 6 distribution points/supermarkets 
to get their opinion on the potentials of trad-

6  Annex 1

7  Annex 2

ing processing agriculture products within 
the country.

 » A dataset was developed and sent to the 
Bank of Albania, Agency for Rural and Agri-
culture Development, secondary-level banks 
and microfinancing companies, and three 
credit guarantee schemes to explore access 
to finance of the agro-processing sector. The 
Bank of Albania, ARDA and 8 second-tier 
banks sent the data online, and direct inter-
views were held with 3 agriculture depart-
ment managers from these banks. 

Meetings with the ZOOM platform were held 
with different actors such as SIPPO, and written 
feedback was received from AIDA, NRC, GDC, 
Albanian Diaspora Business Chamber, Italian 
Embassy, Association of Albanian Municipali-
ties, Albanian Association of Marketing, etc.
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1. A SHORT SECTOR PROFILE

T he agriculture sector is of crucial 
importance with regard to so-
cio-economic development in Alba-
nia. It contributes about 18.9% of the 

country’s GDP (in 2019) and accounts for 36.4% 
of the overall employment.8 The overall agricul-

8  INSTAT (2019). Labour Market 2019.

ture production has increased with an average 
of 5% during 2010-2019, while the relative share 
of the agriculture sector in the national GDP has 
dropped in recent years (from about 28% in 2010 
to about 20% in 2016 and 18.9% in 2019). The con-
tribution of agriculture to the gross value added 
of the economy has been stable over the years, 
with an average of 22% for 2015-2018.

ALBANIAN 
AGRIBUSINESS SECTOR

 Figure 1.  Contribution of agriculture and agro-
processing to Gross Value Added (in%) 

 Figure 2.  Real growth of agriculture and agro-
processing (in%)

Source: INSTAT (2020) 
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 Figure 3.  Contribution of agribusiness in the GDP (in%)  Figure 4.  Sectorial employment by region (in %)

According to official data farming struc-
tures are small, very fragmented and with 
rather low productivity, excluding vege-
tables and olives. The total area of produc-
tive agricultural land in Albania under arable 
production is around 700,000 ha, of which 
417,000 (or about 60%) is cultivated with field 
crops, out of which only 179,177 ha (43%) is ac-
tually irrigated land9. The number of farms in 
Albania is quite high (approximately 351,600 
farms) compared to the size of the country. 
The farm structures are small and complex 
with an average farm size of 1.2 ha, fragment-
ed into 3-5 plots of different sizes and land 
quality. The simple comparison of the sector’s 
contribution to the GDP (18.9%) and the high 
employment (36.4%) shows that the average 
earnings in agriculture are very much lower 
than in the rest of the economy. Although a 
large number of farms (especially in remote 
rural areas) are subsistence-based, producing 

9  INSTAT (2019). Agriculture Statistical Yearbook 2019.

mostly for their own consumption and heavily 
based on unpaid family labourers or informal 
workers, they have an important function in 
the local economy. According to GIZ10, the pro-
ductivity of some products (vegetables, olives) 
is at the same level or even higher compared 
to neighbouring countries. However, due to 
various factors (i.e. small farm size, high frag-
mentation, low level of mechanisation and 
production technologies, etc.), the overall pro-
ductivity per hectare remains lower for crops 
grown in large-scale areas in other countries.
Agribusiness exports have significantly 
increased in recent years, mainly by fresh 
vegetables and MAPs. The exports of the ag-
riculture sector in 2019 represented 11.8% of 
the country’s total exports, showing a signif-
icant increase compared to only 8.7% in 2015 
and just less than 3% in 2005.  The exports of 
vegetables have increased substantially dur-

10 7 GIZ (2019). Programme for “Sustainable Development in 
Rural Areas in Albania”
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ing recent years, especially from greenhouse 
vegetable products, which constitute about 
one-fifth of total agro-food exports, with ex-
ports of tomatoes, cucumbers, pepper and 
melons representing altogether about 19% of 
the total agriculture sector exports.  Also, Al-

bania has a strong tradition in the production 
and export of MAPs. More than 95% of the total 
MAPs collected and cultivated in the country 
are exported (contributing to about 11.8% of the 
total agriculture exports), making Albania an 
important international player in the sector.

 Figure 5.  Total volume of agriculture imports and 
exports (2015-2019, in million ALL)

 Figure 6.  Share of the main products in the total 
agriculture exports (2015-2019, in million ALL)
 

Source: INSTAT and General Customs Directorate (2020)

The agro-processing industry11 is the sub-sec-
tor of manufacturing that processes raw materi-
als and intermediate products derived from the 
agricultural sector. The agro-processing indus-
try thus means transforming products originat-
ing from agriculture, forestry and fisheries. The 
most advanced agro-processing is done by 2,476 

11 Agriculture processing economic activity based on 
Nomenclature of Economic Activities, NACE Rev. 2, INSTAT 
(2020) “Processing involves the physical and chemical 
transformations of materials, substances or components 
into one new product. Food processing includes processing 
of agricultural, forestry and fishery products into food and 
beverages for humans or animals, and also involves the 
production of various intermediate products that are not 
directly foodstuffs. The activity often produces bundled 
products at greater or lesser value”

companies12, of which: around 65.4% deal mostly 
with the production of flour, bakery, pasta, cook-
ies and sweets; 12.8% with dairy products; 5.4% 
with meat and fish products; 4.2% with the pro-
duction of wine and alcoholic drinks; only 1.2% 
of companies deal with the processing of fruit, 
vegetables and MAPs; and the rest dealing min-
eral water, soft drinks and other uncategorised 
products. The overall production value of the 
agro-processing sub-sector has increased in 
the recent five years by about 8.4% cumula-
tive (2019/2015), reaching up to 70,031 million 
ALL in 2019.

12  MoARD (2020). Data provided for this study
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 Figure 7.  Number of agro-processing companies by 
years (2015-2019)

 Figure 8.  Value of the agro-processing production 
and number of employees by years (2015-2019)

Source. MoARD (2020)

Organic production13. Organic production has 
started to gain some interest among some pro-
ducers, stimulated by both export potential and 
increasing local consumer demand. During 
2018, support to organic farming has included 
certified farms and farms transitioning to organ-
ic production. The number of beneficiaries and 
the amount of support under this scheme has 
increased.14 According to MoARD, 81 farms in 
Albania received organic certification in recent 
years. The total land area certified as organic 
has reached about 648,292 ha of forest land (of 
which 346,518 ha is dedicated to collecting wild 
MAPs and about 3,250 ha of chestnut forests) 
and 528.5 ha of agriculture cultivated land, and 
another 94.3 ha is currently in the process of be-
ing certified. The large majority of this certified 
land area (about 82%) is dedicated to the cultiva-
tion of MAPs and 9% to permanents crops (most-
ly olive groves).

13  Organic production is a system that integrates “cultural, 
biological, and mechanical practices that foster cycling 
of resources, promote ecological balance, and conserve 
biodiversity.” (Source: National Organic Program)

14  EU Albania Progress Report 2019/2020.

2. MAIN FINDINGS
In line with the objectives of this study, in an at-
tempt to identify the main problems related to 
the optimisation of the investment potentials 
in the agro-processing sector (focus tomatoes, 
nuts, MAPs and fruits juices) and identify nec-
essary recommendations, the AIC Secretariat 
(based on the review of the various previous re-
port/studies, and the analysis of data collected 
from government institutions, questionnaires 
and interviews with key local players) has iden-
tified the following main findings.

a. Potential of Agro-business 
The vegetables, fruits and MAPs value chains 
could be considered the most important 
sub-sectors of Albania’s agriculture. The three 
value chains have grown considerably in the last 
years, both in terms of areas covered and total 
production. The high export demand, favourable 
climatic conditions for the production of prima-
ry products, accompanied by different support 
schemes from the Albanian government, IPARD 
and other donor agencies, have played an impor-
tant role in stimulating the expansion of these 
sub-sectors. 
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Figure 9.  Percentage of interviewed companies 
considering agro-processing as a potential for 
investment 

Figure 10.  Percentage of interviewed companies 
considering that the following products have export 
potential

Source: AIC Secretariat’s questionnaire 

The agro-processing industry is considered 
as having potentials for investment and in-
creased contribution to the local economy. 
The majority of interviewed companies (37 out 
of 42) think that agro-processing has potential 
and good investment opportunities in Albania. 
Among the selected products, the interviewed 
companies considered chestnuts, tomatoes, 

and medicinal/aromatic plants as the three 
top products having the most potential for 
agro-processing. Other products considered 
as potentials include olive oil, honey, blueberry, 
strawberry and pomegranate. While main key 
obstacles to new investments are considered 
access to finance, access to raw materials and 
fragmentation and lack of cooperation.

 Figure 11.  List most important needs to expand 
their agribusiness activities as declared by the 
interviewed companies

 Figure 12.  What do you think are the main 
obstacles for new investments in your field of 
activity?

Source:  AIC Secretariat’s questionnaire
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b. Challenges in the supply of raw materials 
Most of the representatives of exporting com-
panies and supermarkets interviewed de-
clared their willingness to increase domestic 
procurements if local suppliers could ensure 
higher quantities at required standards and 
competitive prices. The supply of domestic raw 
materials is still considered as very fragment-
ed, of high costs, non-uniform product quality 

and often in insufficient quantities. From the 
analysis, it results that the main challenges for 
the companies in ensuring the required supply 
of raw materials from primary production are 
mostly related to (i) high costs of local raw ma-
terials (60%); (ii) lack of liquidity to buy the nec-
essary raw materials (48%); and (iii) insufficient 
standards, qualities and quantities of available 
raw materials.

 Figure 13.  The main problems encountered in 
relation to “Supply of raw materials in the country”

 Figure 14.  Membership of interviewed companies 
in cooperatives or similar organisations

Source: AIC Secretariat’s questionnaire

c. Limited cooperation and value chain 
integration 
Agribusiness still suffers from limited coop-
eration and weak linkages between primary 
production and processing. While the agribusi-
ness sector is very important for the economy, 
various studies confirm that the value chains 
are not well organised, there are weak linkages 
between producers of the primary products and 
the processing companies. According to EBRD15, 
there are very few formal alliances in the form 
of producer groups or cooperatives and often, 

15  EBRD. New Agribusiness Strategy.

the producers face difficulties and an insecure 
market access, due to unstable and non-coop-
erate relationships between farmers, local con-
solidators and processers or wholesalers. This 
was also confirmed by the interviewed compa-
nies, where most of them do not believe in co-
operatives and are not aware of the existence of 
such organisations (only 7 out of 42 companies 
declared to believe in organisations). Inefficient 
cooperation models among farmers would re-
sult in inadequate assets, scale, returns and not 
competitive businesses. 
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d. Agro-processing’s main challenges
The majority of Albanian agro-processing 
companies are small businesses engaged in 
a complex set of activities and have modest 
technologies. The sector is represented with 
a total of 2,476 companies16located in differ-
ent regions of Albania, mostly in proximity to 
their respective supply sources. A large major-
ity of companies are involved in several steps 
throughout the value chain, from production, 
collection/aggregation to processing and mar-
keting, including in local and export markets. 
Except for some large companies active in the 
MAPs, meat and milk sub-sector, the major-
ity of agro-processing companies are small 
businesses with rather modest technologies, 
relatively low processing capacities and pro-
ducing mainly for the local market. About 33% 

16  MoARD (2020). 

of interviewed companies stated to be facing 
technology-related problems, and about 31% 
are faced with unfair competition from im-
ports.
The agribusiness sector, in general, is one 
of the sectors that suffer the most from in-
formality, creating an important challenge 
for companies to increase procurement 
of local products. Almost two-thirds of in-
terviewed companies (59%) declared that 
the high level of informality in the domestic 
market is an important challenge for them to 
increase local product procurement further. 
It also creates additional challenges, such as 
limited availability of collateral, low levels 
of financial capability, and limited uptake of 
modern transactions.17

17  World Bank (2020). Albania Credit Guarantee Scheme 
Assessment. The World Bank Group. Finance, Competitiveness 
and Innovation Global Practice.

 Figure 15.  The main problems encountered in 
relation to “Product Processing & Marketing”

 Figure 16.  How do you secure the market for 
product sales (distribution network)?

Source: AIC Secretariat questionnaire
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Except for MAPs, most of the Albanian 
products are exported to the Western Bal-
kan countries and new EU countries with 
lower purchasing power, thus benefiting 
from rather low prices. While almost 70% 
of the interviewed companies declared that 
access to new/better markets is one of their 
most important needs, about 26% of the inter-
viewed companies are facing significant diffi-
culties in accessing markets and about 29% in 
building trust with the buyers/consumers and 
ensuring the reliability of foreign buyers to the 
Albanian product. Companies also complain 
about the limited guidance from public insti-
tutions on new markets and limited support 
for the promotion of Albanian products such 
as dignified representation and participation 
in international fairs.
Product quality/standards is an important 
factor that could increase the competitive-
ness of Albanian agribusiness in local, re-
gional and international markets. While 
pre-harvest handling and storage manage-
ment techniques are important for maintain-
ing and increasing the product quality and 
easing pressure on forced sales with low pric-
es, post-harvest techniques, as well as infor-
mation on the requirements of these markets 
in terms of demanded product volumes and 
qualities, remains a challenge for all actors of 
main value chains. Many of the value chain 
actors lack knowledge on the requirements 
related to national and international quali-
ty standards as well as on good agricultural 
practices and other agro-environmental con-

siderations.18 
The competitiveness of agro-processing is 
also damaged due to high packaging costs 
(i.e. glass packaging, which is an imported 
taxed product), making packed processed 
products less competitive in domestic and in-
ternational markets. 

e. Agribusiness’s challenges in accessing 
financing
66% of 42 interviewed companies list the third 
most important factor influencing their busi-
ness management – the “Access to Finance.” 
Referring to the EBRD New Agribusiness 
Strategy: “There is limited availability of ap-
propriate, affordable and timely credit prod-
ucts to finance improvements along value 
chains, especially for SMEs and small-scale 
actors along the agriculture value chains”.19 
Also, according to international reports, the 
overall access to finance score in Albania 
has only marginally improved in recent years 
– from 3.26 to 3.32 (2019/2016).20 Albania is 
ranked 102/141 in terms of the Financial Sys-
tem (MKD 83s; SRB 82s BiH 80s MNE 44s.)21 
In 2019, only 1.6 % of the total business loans 
portfolio went to the companies in the agricul-
ture sector (including agriculture, forestry and 
fishing), and 15.2% are granted to companies 
in the overall processing industry in the coun-
try. 

18  GIZ (2019). Programme for “Sustainable Development in 
Rural Areas in Albania”

19  EBRD Agribusiness Sector Strategy 2019- 2023

20  OECD (2019). Access to finance for SMEs (Dimension 6) 
in the Western Balkans and Turkey.

21  WEF (2019). Competitiveness Indicators Report
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There is a decreasing trend of lending from 
the private banking sector for the periods 
2017-2020: about a 5% decrease in lending to the 
companies operating in the agriculture sector; 
and a 22% decrease in lending for the companies 
in the processing industry22. In 2019, the total 
loans portfolio from Non-Bank Financial Insti-
tutions (NBFIs) was 35.46 billion ALL. About 5% 
of that portfolio was issued to agriculture sector 
companies from savings and credit companies 
and about 7% from NBFIs23. Also, the rejection 
rates are especially high in the agricultural sec-
tor and among microenterprises.24 According to 
the data from the financial statements report-
ed in National Business Center (2019) from 84 
companies: from the total 2019 business loans 
portfolio in the banking sector, only 0.3% of that 
portfolio is granted to 61 companies in the agri-
cultural production sector, and only 0.7% of that 
portfolio is granted to 23 companies operating 
in the agro-processing sector.25

Agricultural insurance schemes are under-
developed as a financial tool to minimise 
the adverse effects of agricultural risks and 
address agricultural production or yield 
risks mainly due to adverse climate.26 Farm-
ers are exposed year-round to various risks, 
both market-related and non-market-related, 
such as unfavourable weather, pests, and dis-

22  Bank of Albania Supervisory Report 2019 (and) INSTAT 
(2014). Nomenclature of Economic Activities

23  Bank of Albania Supervisory Report 2019 (and) INSTAT 
(2014). Nomenclature of Economic Activities

24  Dushku, E.; Ceca, K. (2017). Agricultural Enterprises in 
Albania and their Financing, Bank of Albania

25  Bank of Albania (2019) Supervisory Report (and) 
Department of Financial Statistics in October (2020)

26 

eases. Such risks make agricultural produc-
tion unstable from year to year, affecting the 
income and welfare of agricultural produc-
ers, therefore making the sector risky to be 
financed by banks. While, on the one hand, 
further development of agriculture insurance 
schemes is expected to positively impact the 
access to financing by decreasing banks’ per-
ceived risks on agriculture activities, on the 
other hand, agricultural companies see this 
tool as adding up to their expenses, unless the 
government intervenes by covering partially 
the insurance premium. 
In terms of proximity of the banking sec-
tor to companies, there is a decreasing 
trend for geographical presence from the 
commercial banks in terms of the number 
of banks, service units and bank employees 
serving businesses. There is an increasing 
trend of 19% from NBFIs to expand geograph-
ically, but these institutions mainly lend to 
small farmers and producers. On the other 
hand, the number and volume of mobile 
and internet banking transactions have 
increased by more than 100%, giving more 
opportunities to the business operating far 
from the banks. There is also an innovative 
movable branch from Credins Bank travelling 
near the agribusiness clients.
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From the companies’ perspective, while the 
appropriateness of loan maturity has im-
proved in recent years, companies contin-
ue to be significantly unsatisfied with the 
warranties/collateral required and the tim-
ing of loan processing and approval. About 
44% of interviewed companies had received 
bank financing for investment, 38% received 
overdrafts, and 18% received credit for liquid-
ity (working capital). Among those who had 
received a bank loan, about 67% were positive 
about loan terms, while about 48% were pos-
itive about the interest rates, and only about 
43% were positive about procedures. The 
balance changes as regards to the collateral 
required, with 57% giving a negative rating, 
and the loan approval time, with 55% giving a 
negative rating.

 Figure 18.  If you have received a loan, how do you 
assess the support provided by banks in this regard?

Source: AIC Secretariat questionnaire

 Figure 17.  Physical Access to Finance (2015-2019)

Source: AIC Secretariat based on the information gathered by Bank of Albania, Supervisory Report 2019 and 
Department of Financial Statistics in October 2020
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Comment from private banks:
A problem that can simplify the crediting is 
related to the Grant contracts between ARDA 
and Agriculture businesses benefiting from 
their schemes. The article 4 point 14 of this con-
tract states: “The Beneficiary is obliged not to 
alienate, rent or lease the Investment object of 
this contract for as long as it is valid (5 years). 
According to this Article, the client cannot place 
the new investment (which is valid for all par-
ties) as a guarantee in favour of a bank.  If this 
article could be restated by adding: “Allowing 
the placement as a guarantee only for Banks 
or Financial Institutions or written permission 
for placement as collateral”, it would facilitate 
our lending process to these businesses.

Companies trust in the potential of the 
agro-processing sector, and they are will-
ing to invest not only with their personal re-
sources but also with banking loans and oth-
er support funds. The majority of interviewed 
companies (36 out of 42) have made significant 
investments (58% have made investments up to 
Euro 100,000) in the last 24 months. As regards 
the main sources of funding, about 41% of these in-
vestments were made with personal/internal re-
sources, followed by bank loans (about 31%), devel-
opment grants (about 8%) and a few of them (about 
8%) with funding from international partners.

 Figure 19.  Main source of Investment Financing 
during past 24 months

Figure 20. Main sources of Planned Investment 
Financing in the next 24 months 
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A total of 33 out of 42 companies declared to have 
plans to make significant investments in the next 
24 months (46% up to Euro 100,000), mainly with 
subsidies (32%), personal resources (30%) and bank 
loans (30%). About 30% of them plan to use their per-
sonal/internal resources, about 30% bank loans and 
32% plan to apply for government grant schemes. 
The primary sources of agro-processors in-
formation about the various support schemes 
available seem to be (i) the promotion cam-
paigns organised by the respective institu-

tions and (ii) personal acquaintances, while 
business associations are less active in infor-
mation dissemination. Among 40 (out of 42) 
companies claimed to be aware of the MARD/
ARDA/AIDA support schemes, and about 70% 
of them had applied for support. Among those 
having chosen not to apply, the main declared 
reasons are (i) land property issues, complicated 
application procedures, (ii) lack of confidence to 
be selected/approved, and (iii) difficulties in the 
completion of required documentation.

 Figure 21.  Main sources of information about 
MARD/ARDA/ AIDA support schemes

 Figure 22.  Main sources of information about AASF/
ASB/ RCGF/Italian-Albanian SME Development Program

From the analysis of the data (up to the end 
of December 2019) received from ARDA about 
the IPARD grant schemes, it results that 
from both IPARD calls27 benefited only 15% 
of the applicants in the agro-processing 
sector. From the first IPARD call, was award-
ed only 30% of the total amount of grants re-
quested from 99 applicants, while from the 

27  November 2018 – January 2020 (Call 1, IPARD II, 30 
November 2018-30 January 2020, Call 2, 30 October 2019 -15 
January 2020

second call, was awarded only 9% of the to-
tal amount requested from 142 applicants. 
The second call had higher interest from ap-
plicants than the first one, but only 8% of the 
applicants benefited. From both IPARD calls, 
the fruits and vegetable sector benefited the most, 
receiving about 45% of the total amount award-
ed in the first call and 11% in the second one. The 
sector benefiting the least from both calls is MAPs 
receiving only about 2% of the total grant amount 
awarded in the first call.

Source: AIC Secretariat questionnaire
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 Figure 23.  Volume of IPAD financing received by 
beneficiaries

Figure 24.  Number of IPAD beneficiaries
 

Source: AIC Secretariat based on data gathered from ARDA, Department of Risk, Fraud Prevention, Analysis 
and Reporting Sector, October 2020
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Regarding the ARDA grant schemes, the 
biggest number and amount (32%) is accord-
ed to the companies operating in the fruits 
and vegetable sector (including cold storage 
centres). Livestock and aquaculture are the 
second group of beneficiaries receiving about 
23% of the total grant amount awarded by 

ARDA, followed by about 9% granted to the 
MAPs sub-sector, about 2% to the fruits juice 
and wine only about 1% to the nuts sub-sector. 
The rest of the grants is allocated under “Ag-
riculture in general”, including all other agri-
culture sub-sectors based on the investment 
codes used from ARDA. 

 Figure 25.  ARDA SCHEMES 2013-2019

Source: AIC Secretariat based on data gathered from ARDA Department of Risk, Fraud Prevention, Analysis 
and Reporting Sector, October 2020
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A similar trend is also noticed in the sup-
port from three of the Credit Guarantee 
Schemes available for Agro-business – 
AASF, KFW RCGF, Italian Albanian Pro-
gram for the development of SMEs. A total 
of 179 agro-processing businesses benefited 

from these credit guarantee schemes, and 
the sector benefiting the most is fruits and 
vegetables, followed by dairy production. The 
sub-sectors benefiting the least from all these 
schemes are nuts followed by olive and olive 
oil.

Source: AIC Secretariat based on data gathered from AASF, RCGF, Italian Albanian Program for the develop-
ment of SMEs in Albania, October 2020 

 Figure 26.  Amount of support from Credit Guarantee Schemes  by Economic Activity - Agro Sector (Euro)
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Property-related issues and the instability of 
supply and quality of raw materials emerge 
as the key obstacles to new investments for 
most interviewed firms. The lack of property 
certificates and the high uncertainty related to 
land ownership has prevented companies from 
investing and expanding. Moreover, it represent-
ed an important impediment when applying for 
EU grants, loans and certificates.28 In addition 
to the above, according to international studies, 
challenges in accessing financial sources and 
services are also augmented by: (i) the lack of 
understanding of financial products and the po-
tential benefits which various formal financial 
solutions might have for their businesses; (ii) the 

28  World Bank (2019). Working Paper

lack of information and knowledge in applying 
and accessing funds29; as well as (iii) the lack of 
technical capacities in preparation of business 
plans from producers and processors alike.30   

f. Institutional and legal matters

 » What has been evidenced by 
the international reports on the 
sector? 

The following are some common issues that 
emerged and were raised during the inter-

29  World Bank (2018). Albania MSME Finance for Growth 
Assessment. The World Bank Group

30  GIZ (2019). Programme for “Sustainable Development in 
Rural Areas in Albania”
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views conducted in April 2019 by the WB 
team with Albanian entrepreneurs, firms and 
business associations. 
Time at the border and high fees (e.g. scanning 
fee) constitute a real problem. Border crossing is 
worsened by the lack of connection among borders 
and the scarce adoption of a risk management ap-
proach.31Some incentives are in place, but they often 
are either too narrow or specific. In terms of export 
promotion and support, companies report the weak 
presence of the government.32Non-tariff measures 
constitute the key constraint to trade.33 Albania’s 
quality certification processes are insufficient for 
export to the EU-28 and usually too costly for small-
holders.34 Companies report a general lack of aware-
ness about the importance of certification among 
producers and farmers. There is no mutual recog-
nition of certifications among CEFTA countries, 
there are no labs in Albania to obtain international 
certification (there are no accredited laboratories 
in Albania), and the costs (both in terms of fees and 
paperwork) to apply for certification are reported to 
be high. 
It is worth mentioning that compared to oth-
er pillars, the legal, administrative and insti-
tutional, including VAT issues, have not been 
emphasised by the businesses during our in-
terviews as impediments for the sector. Here 
below are summarised the provided replies.
Main findings from the Secretariat Survey 
and face-to-face interviews with 42 compa-
nies operating in agro-processing:

31  World Bank (2019). Albania Growth and Jobs: Policy 
Implementation Support Policy Note on Strengthening 
Albania’s Trade Competitiveness

32  Idem.

33  Idem.

34  World Bank (2018). Competitive Fruit and Vegetable 
Products in Albania. Finance, Competitiveness and Innovation 
in Focus. World Bank Group, Washington DC.

Specific concerns presented by 
interviewed companies:
» Access to information for obtaining a 

certificate is very difficult and trainings 
are needed 

» Scanning at customs has increased costs; 
there are no accredited laboratories - 
IFSV analyzes are not suitable for export 
to many countries (especially in the EU)

» National Food Authority inspections and 
Barcodes are not applied to exporters 

» National Food Authority needs 
improvement in procedures and 
documentation 

» The banking system operates at high rates 
for agriculture compared to the region

» Non-functioning of Agriculture 
Cooperation Associations

» Problems with the phytosanitary 
certificate for exports from Kosovo and 
Serbia (transit)

Main constraints for making new 
investments as underlined by 
interviewed companies
» Institutions are not supportive and do not 

incentivise business investments 
» Land, Construction permit on 

agricultural land, Procedures 
» Stability of supply and quality of raw 

materials
» Access to Finance (mainly for farmers) - 

increase of grant support from state and 
donors and reduction of interest rates by 
the banking system 

» Lack of orientations by state institutions 
on new markets and dignified participa-
tion in international fairs

w w w . i n v e s t m e n t . c o m . a l

The AIC Secretariat analysed the 
following business issues, which have 
been persistent in the past and have a 
systemic nature:
(1) Obtaining phytosanitary certificates 
According to the Albanian legislation, phytosan-
itary inspection is applied to inbound and out-
bound consignments of food, plants and plant 
products, which should be accompanied by the 
phytosanitary certificate as the main legal re-
quirement national and international level for 
certification of products35. The phytosanitary 
certificate is based on the International Plant 
Protection Convention (IPPC) Model and is is-
sued by the NFA/(as of 2018 by the Regional 
Agency for Veterinary and Plant Protection”  fol-
lowing inspection. The inspection is conducted 
at the terminal or enterprises’ warehouse and 
should occur no more than 14 days before the dis-
patch date of the consignment for customs clear-
ance, and the certificate must be signed within 
14 days36. The interviewed companies declared 
to have not experienced any difficulty obtaining 
phytosanitary certificates at the national level, 
usually taken within a few hours from notifica-
tion to the authorities. However, in some cases, 
the national phytosanitary certificates have not 
been accepted by the authorities of the importing 
country while requesting additional certifica-
tions and analyses related to the plant products 
(i.e. level of pesticides used). There have been 
positive developments related to the coopera-
tion, especially among the countries in the re-
gion, for mutual aknowlegment of phytosanitary 
certificates and removal of non-tariff barriers 
that impede the free circulation of goods. For 
example, Albania and North Macedonia have 
agreed to accept the mutual phytosanitary cer-

35  There are several laws applicable in this case: Law no. 
9362 “On Plant Protection Service”, Law no. 9863“On Food”, 
Law no.10433 “On Inspection”.

36  UNECE- “Regulatory and Procedural Barriers to Trade in 
Albania”- 2016.

tificates for agricultural exports37. Additionally, 
efforts are made in the frame of regional coop-
eration by CEFTA countries which by February 
2020, have agreed via decision to facilitate and 
speed trade of vegetables and fruits between 
CEFTA Parties, including mutual recognition of 
certificates38. The decision will simplify the sys-
tem of controls for trade in fruit and vegetables 
within the CEFTA region and cut down the bor-
der control time, which means that producers 
will be able to deliver their products to end-users 
much sooner. Every CEFTA party engaged to es-
tablish a register of certified traders in fruit and 
vegetables, and there will also be a joint CEFTA 
list of those products which need mandatory 
phytosanitary certificates39.

(2) Adoption of legislation that 
supports the domestic product “Made 
in Albania” has brought agriculture to 
the centre of discussions among the 
business community and government. 
However, further efforts are required 
to boost the promotion of the sector 
and the implementation of such 
legislation.
(1) Further, increase of fiscal incentives and 

support programs for agriculture and 
agro-processing, although there has been 
an increasing trend in introducing such 
schemes. However, considering the demand 
for support by business operators and ag-
riculture impact on the country economy, 
it can be argued for further and significant 
incremental support. A list of incentives and 
support programs are listed under Annex 8.

37 https://bujqesia.gov.al/shengeni-ballkanik-shqiperia-
dhe-maqedonia-e-veriut-nenshkruajne-marreveshjen-per-
shkembimin-tregtar-te-produkteve-bujqesore/

38  The CEFTA Joint Committee adopted the Decision on 
Facilitating Trade for Fruit and Vegetables on 25.02.2020 in 
Montenegro. 

39  https://cefta.int/news/cefta-to-facilitate-trade-in-fruit-and-
vegetables/
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(2) As regards quality policy, the Law On Quality 
Schemes For Agricultural Products And Food-
stuffs was adopted in February 201940. It es-
tablishes quality schemes and responsible 
bodies for the recognition and protection of 
denominations of origin, geographical indi-
cations and traditional specialities guaran-
teed for agricultural products and foodstuffs.

(3) Geographic indications and appellations of 
origin. A geographical indication (GI) is a 
sign used on products that have a specific 
geographical origin and possess qualities 
or a reputation that are due to that origin. In 
order to function as a GI, a sign must identi-
fy a product as originating in a given place. 
In addition, the qualities, characteristics or 
reputation of the product should be essen-
tially due to the place of origin. Since the 
qualities depend on the geographical place 
of production, there is a clear link between 
the product and its original place of produc-
tion. A geographical indication right enables 
those who have the right to use the indica-
tion to prevent its use by a third party whose 
product does not conform to the applicable 
standards. However, a protected geograph-
ical indication does not enable the holder 
to prevent someone from making a product 
using the same techniques as those set out 
in the standards for that indication. Protec-
tion for a geographical indication is usually 
obtained by acquiring a right over the sign 
that constitutes the indication. Geographical 
indications are typically used for agricultural 
products, foodstuffs, wine and spirit drinks, 
handicrafts, and industrial products. Albania 
as of 2017 has adopted in its current legisla-
tion new rules for protection and registration 
of geographic indications and appellation of 
origin which enable for registration41. 

40  Law no. 18/2019

41  Amendments to the law no.9947 dated 07.07.2008 “On 
Industrial Property” were introduced by law no.17/2017 under 

According to such rules every person or group of 
natural or legal persons who produces processes 
or prepares, in a designated geographical zone, a 
product for the definition of which a geographi-
cal indication is used, has the right to file an ap-
plication for the registration of this indication. 
Pursuant to these rules the GoA has approved a 
new regulation which aims to endorse the best 
practices42. As of September 2020, under the 
respective register of General Directorate of In-
dustrial Property, it results 24 applications for 
geographic indications out of which 20 indica-
tions such as Uji Glina, Gështenja Tropojes, Jufka 
Dibrane, etc. have been submitted from Albanian 
producers. 
(4) On organic farming43. Law “For the produc-

tion, processing, certification and marketing 
of “Bio products” has been adopted since 
200444, creating the legal framework and 
determining the conditions of production, 
processing, transport, certification and con-
trol of agricultural and food products of plant 
or animal origin, which are produced, pro-
cessed and/ or imported and traded as “Bio” 
products. Subsequently, in order to approxi-
mate the legislation with the acquis commu-
nautaire, was approved law no. 106/2016 “On 
organic production, labelling of biological 
products and their control” which repealed 
the law of 200445.

A list of licences and procedures to be followed 
for licensing are detailed under Annex 7 and 8 
while a guide for investment procedures in agro-
processing is provided by AIDA and included 
herein under Annex 9.

its part V.

42  DCM No. 251, dated 24.4.2019

43  https://bujqesia.gov.al/prodhim-bio/

44  Law no.9199/2004

45  Law 106/2016 repealed law 9199/2004 and ensured 
partial alignment with Council Regulation (EC) no. 834/2007, 
dated 28 June 2007, “On organic production and labelling of 
organic products and repealing Regulation (EEC) No 2092/91”, 
as amended.
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1.  TOMATOES
Production and processing trends
The production of tomatoes has significant-
ly increased in the last ten years, becoming 
the most important vegetable product both 
in terms of cultivated area and share of total 

vegetable production. In 2019 tomatoes cov-
ered about 24% of total vegetable areas, produc-
ing about 36% of the total vegetable production. 
About 51% of the total tomato production is made 
in greenhouses, constituting about 56% of the to-
tal greenhouse vegetable production. 

MAIN FINDINGS FOR 
SELECTED PRODUCTS 

Table 1.  Share of tomato production in total vegetable production in Albania 

Total Area
(ha)

Greenhouses
Area (ha)

Total Production
(Tons)

Greenhouse
Production (Tons)

  2018 2019 2018 2019 2018 2019 2018 2019

Total fresh 
vegetables 25 854 27 458 3 080 3 239 771 724 832 732 248 816 264 085

Tomatoes 6 587 6 663 1 603 1 670 288 626 299 669 139 857 148 249

Tomatoes/Total 
vegetables (%) 25% 24% 52% 52% 37% 36% 56% 56%

Source: MoARD
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According to INSTA (2019), the greenhouse 
sector is dominated by unheated green-
houses (solar, mostly plastic greenhouses), 
with lower investments and operation costs 
compared to heated greenhouses. Most 
greenhouses are simple plastic greenhouses, 
and only about 5% of the total area of green-
houses is heated. There are two main reasons 
for the dominance of non-heated greenhous-

es: (i) favourable climate conditions; and (ii) 
the high cost of fuel for heating greenhous-
es. Most greenhouses are small, operated by 
smallholder farmers with limited financial re-
sources, who prefer opting for low-cost invest-
ments (typically, in this case, unheated plastic 
greenhouses).46 

46  Skreli, E. & Imami, D. (2019). Greenhouse vegetable sector 
in Albania. AASF.

 Figure 27.  Production of processed/canned 
vegetables during 2015-2019 (million ALL) 

 Figure 28.  Production of tomato sauce during 
2015-2019 (million ALL)
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Tomato processing is limited, and its os-
cillations reflect the unreliability and in-
appropriateness of raw material supply 
for agro-processing. Based on MARD data, 
the canned vegetables and fruit processing 
industry are represented by about 29 com-
panies (about 1.2% of the total number of the 
agro-processing sector). The main products 
produced include canned vegetables (cu-
cumber, pepper), tomato sauce and dried 
tomatoes. The production of processed veg-
etables significantly dropped in 2016 and 
then showed a slight increase in the coming 

years. However, its oscillation reflects the 
unreliability of supply with appropriate qual-
ity and prices of raw materials. The current 
farm supply of raw materials is unfavourable 
for agro-processing for two main reasons: (i) 
unsuitability of cultivated tomato cultivars in 
terms of meeting processing requirements, 
and (ii) a small volume of tomatoes available 
at low enough prices to be competitive for 
processing. The current tomato production 
structure (in terms of farm size, tomato varie-
ties, costs, and prices) is oriented towards the 
fresh tomato market.

Source: MARD 
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Market 
The exports of fresh tomatoes have in-
creased substantially during recent years, 
making Albania an important internation-
al/regional player, especially from green-
house production. Fresh tomatoes consti-
tute about 11.4% of the total agri-food exports. 
Export of fresh tomatoes has increased sig-
nificantly (almost 10 times since 2010) and 
has shown a relatively stable international 
demand. The backbone of this fast increase 
is mainly related to the rapid development in 
greenhouse production areas and private in-
vestments. 
As for the other vegetable products, most 
fresh tomato exports happen in countries 
with low purchasing power; therefore, the 
export prices of fresh tomatoes remain rel-
atively low. Most tomatoes are sold in West-

ern Balkan countries (e.g. Kosovo, followed by 
Serbia, Bulgaria and Bosnia and Herzegovina) 
or new EU countries (such as Romania and 
Bulgaria) with lower purchasing power than 
EU-15 area countries. One reason is that the 
products are not standardised and are rarely 
certified. Although the Global G.A.P certifi-
cation has started to increase in the last few 
years, the total areas of certified production 
remains very limited. Also, the supply chains 
are not very well-organised, relying in many 
cases on the spot market.47 On the other hand, 
there may be under-reporting (in the customs) 
considering the informality that characterises 
Albania and several destination countries. 48 

47  GIZ (2019). Programme for “Sustainable Development in 
Rural Areas in Albania”.

48  Skreli, E. & Imami, D. (2019). Greenhouse vegetable sector 
in Albania. AASF.

 Table 2.  Value of export and imports of fresh tomatoes (million ALL)

  2015 2016 2017 2018 2019

Import Value 231  225  182  273  197  

Export Value 2 830  3 299  4 228  4 439  4 033  

Balance (EXP - IMP) 2 599  3 074  4 045  4 166  3 836  

Source: GDC

 Table 3.  Supply balance of fresh tomatoes 

  2015 2016 2017 2018 2019

Production (Tons)  256 540   284 632   286 909   288 626   299 669  

Imports (Tons)  2 996   3 002   2 307   3 848   2 743  

Exports (Tons)  57 929   65 800   72 641   74 898   78 107  

Supply (Tons)  201 608   221 834   216 576   217 575   224 305  

Import/Supply (%) 1,5% 1,4% 1,1% 1,8% 1,2%

Export/Production (%) 22,6% 29,7% 33,5% 34,4% 34,8%

Source: MARD, GDC 
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According to the AASF study, the domestic mar-
ket is dominated by the local production – the 
share of import to the domestic supply (which 
is a proxy to the consumption and is calculated 
by adding import and subtracting exports to do-
mestic production) is very modest, namely less 
than 2%. While the domestic market remains the 
main market for local production, the share of 
production of fresh tomatoes directed for export 

has increased significantly, from 22.6% in 2015 to 
about 34.8% in 2019. 

As regards processed tomatoes, the trade bal-
ance is highly negative. As for fresh tomatoes, 
most of the canned tomatoes are sold in the 
region Western Balkan countries and new EU 
countries, while the very little quantities of dried 
tomatoes produced in Albania are sold almost all 
in Italy. 

 Table 4.  Value of export and imports of tomato sauce (million ALL)

  2015 2016 2017 2018 2019

Import Value 116  130  137  161  162  

Export Value 1  6  5  2  4  

Balance (EXP - IMP)  (115)  (124)  (132)  (160)  (158) 

Source: GDC 

 Table 5.  Supply balance of tomato sauce 

  2015 2016 2017 2018 2019

Production (Tons) 34  7  7  8  9  

Imports (Tons) 116  130  137  161  162  

Exports (Tons) 1  6  5  2  4  

Supply (Tons) 149  131  139  168  167  

Import/Supply (%) 78,2% 99,7% 98,8% 96,1% 96,9%

Export/Production (%) 3,5% 4,9% 3,9% 0,9% 2,3%

Source: MARD, GDC 

2. NUTS
Production and processing trends
Nuts (especially chestnuts) represent an im-
portant source of income for remote mountain 
communities in Albania, where intensive agri-
culture is not viable. Chestnut represents the 
most important nut product in terms of pro-
duction and international trade. Production of 
chestnuts is primarily based on existing forest 
massifs, most of them de facto organic, and 

parts of the production sites are also certified 
as organic, which represents a clear export 
potential.49

The total chestnuts production has slight-
ly reduced from 6,600 tons in 2015 to about 
5,846 tons in 2019. The main chestnuts areas 
are found in Tropoja region (the main area of 

49  Skreli, E. Imami, D. 2019. Chestnuts Sector Study. Albania 
Agribusiness Support Facility (AASF). 
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chestnut production, with a huge massif of 
about 2000 ha), followed by Malesi e Madhe, 
Dibër, Puke, Shkoder Bulqize, Librazhd and 
Mat. In most of these massifs, the production 
and productivity of chestnuts are hampered 
by the large number of old trees and diseases. 

 Figure 29.  Area and production of chestnuts and 
walnuts in 2019

Source: INSTAT, MARD

The chestnuts processing industry in Alba-
nia remains very limited, with only a couple 
of companies producing very limited quanti-
ties, mainly involving: (i) sorting of chestnuts 
in size; washing; drying; packaging into small 
bags; and in few cases (ii) removal of the peel 
by heating the nut and removing the peel man-
ually. 
The production of walnuts takes place on 
state forest land and on a small scale cultivat-
ed land. Walnut on public land is in the form 
of small patches of forest, and on smallhold-
er’s land, it is in the form of a few trees planted 
as part of a small mixed orchard or scattered 

trees planted mostly on the boundaries be-
tween fields. The total walnuts area in 2019 
was approximately 1,730 ha, of which only 
573 ha in full production. In 2019, Albania pro-
duced a total of 6,199 tons of walnuts50.
There are limited statistics available on the 
production of hazelnuts and almonds in Al-
bania. Limited orchard production of hazel-
nuts takes place in the districts of Fier, Korce, 
Gijrokaster and Pogradec, on smallholder’s 
land. Hazelnut plants are also found as part 
of mixed orchards and as scattered trees on 
boundaries between fields. There are also ha-
zelnuts growing wild throughout the country. 
Limited orchard production of almonds takes 
place in the districts of Mallakaster, Fier, Per-
met, Tepelenë, Durrës and Vlorë on smallhold-
ers’ land. 

Market 
The total export of chestnuts in 2019 was 
2,157 tons (representing about 343 Mln ALL, 
or about 1% of the agriculture sector exports), 
marking nearly 39% reduction as compared 
to 3,561 tons in 2015 (representing about 646 
Mil ALL, or about 4.2% of the Agriculture sec-
tor exports). Chestnuts exports have increased 
significantly over the last year. Most exports 
go to Italy as organic raw products for the pro-
cessing industry, with some small quantities 
being sold in Kosovo, Serbia and Macedonia. 
The price obtained for Albanian chestnuts 
is among the lowest in the world, mostly due 
to the lack of product standards and poor 
post-harvest processes. The exports of the 
other nuts’ products (walnuts, hazelnuts and 
almond) are very small and erratic.

50  INSTAT
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Table 6.  Value of export and imports of Chestnuts (million ALL)

  2015 2016 2017 2018 2019

Import Volume (Tons) 181  196  234  272  327  

Import Value (million ALL) 11  13  14  17  22  

Export Volume (Tons) 3 561  5 859  2 712  1 931  2 157  

Export Value (million ALL) 658  1 069  480  340  365  

Balance in value (EXP - IMP) 646  1 056  466  323  343  

Source: GDC

3. MEDICAL AND AROMATIC PLANTS 
Production and processing trends
Albania has a strong tradition in the produc-
tion and export of MAPs. Although significant 
amounts of wild MAPs are collected from the 
forests, the cultivation of MAPs has gained im-
portance in the last years. The total production 
of cultivated MAPs has increased by about 20% 
in the last five years, reaching nearly 12,922 tons 
in 2019 (compared to 10,760 tons in 2015). About 
90% of farmers cultivating MAPs being located 

in Shkodra region (mostly in Malesi e Madhe). 
The main cultivated MAPs are sage, lavender 
and thyme. According to AASF study51, around 
20 small processors perform simple processing 
(with a processing capacity varying between 150 
to 500 MT annually) and about 8-20 medium to 
larger processors/exporters (with a processing 
capacity varying between 500 MT and 2400 MT 
annually).

51  Skreli, E. Imami, D. 2019. Medical and Aromatical Plans 
Sector Study. Albania Agribusiness Support Facility (AASF).

 Figure 30.  Area and production of cultivated MAPs 
(in tons) 

 Figure 31.  Annual increase/decrease of area and 
production of cultivated MAPs (in %)
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Market
More than 95% of the total MAPs that are col-
lected and cultivated in the country are export-
ed, making Albania an important international 
player in the sector. Albania is an important 
supplier of raw material or half-finished prod-
ucts for many EU and USA industries in dif-
ferent sectors (food and beverage industry, 
healthcare, cosmetics and perfumes, additives 
etc.); almost 3⁄4 of sage imported by USA has 

come from Albania. The increase in export is 
triggered by a combination of growing supply 
(mainly through the growth of cultivates MAPs) 
and increasing world market demand. On the 
other hand, the increase in exports and growing 
supply is associated with several challenges re-
lated to organisation and coordination between 
and among the actors. From the interviews, it is 
noted an increase of the pharmaceutical mar-
ket for the essences.

 Table 7.  Value of export and imports of MAPs (million ALL)

  2015 2016 2017 2018 2019

Import Volume (Tons) 205  102  194  193  204  

Import Value (million ALL) 58  41  52  72  59  

Export Volume (Tons) 12 457  12 789  11 875  12 261  11 715  

Export Value (million ALL) 3 709  3 646  3 242  3 800  4 107  

Balance in value (EXP - IMP) 3 650  3 605  3 190  3 728  4 048  

Source: GDC

  Table 8.  Exports of essential oils (million ALL)

  2015 2016 2017 2018 2019

Value of Exports (ALL) 34 477 48 319 53 966 275 812 595 096 

Source: Association of Aromatic and Medical Plants  

4. FRUIT JUICES
Production and processing trends
The fruits value chain has grown considerably 
in recent years, accounting for about 22% of the 
total agricultural output52. The fruits production 
has witnessed a significant increase in yields 
and surfaces planted with fruit trees during the 

52  GIZ (2019). Programme for “Sustainable Development in 
Rural Areas in Albania” 

past decade. Different support schemes from 
the Albanian Government, IPARD and other 
donor agencies have played an essential role in 
stimulating the expansion of the fruits sub-sec-
tor in the planting of new orchards, investment 
in wells and irrigation systems, plant protection 
systems, seedlings of indigenous varieties, etc. 
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 Figure 32.  Production of fruit trees and citrus in 
2018 and 2019 (in tons)

 Figure 33.  Annual increase/decrease of area and 
production of fruit trees and citrus (2019/2018, in %)

Source: MARD (2020) 

The fruit juice production in Albania is relative-
ly underdeveloped, and there are no available 
statistics on the total fruit juice produced in the 
country. Only two companies make fruit juice 
with locally produced fruits, mostly from apples 
(located one in Korca and one in Dibra), while 
other companies make fruit juices using mainly 
imported fruit concentrate. However, there are 
strong oscillations in fruit juice production from 
year to year due to oscillations in the availability 
of raw materials and processing technologies. 

Market
The trade balance of fruit juice is highly nega-
tive, with imports being about 38 times higher 
than exports in 2019. The total fruit juice exports 
decreased from 123 tons in 2016 to only about 94 
tons in 2019. In addition, during the last five years, 
Albania has imported between 175 to about 260 
tons of fruit concentrate annually, which is used 
by the processing industry for fruit production 
and can potentially be substituted with local pro-
duction.    

Table 9.  Value of export and imports of fruit juices (million ALL)

  2015 2016 2017 2018 2019

Import Volume (Tons) 2 569  2 285  2 876  2 721  2 995  

Import Value (million ALL) 295  286  364  324  306  

Export Volume (Tons) 106  123  18  4  94  

Export Value (million ALL) 11  11  2  1  8  

Balance in value (EXP - IMP)  (285)  (275)  (363)  (323)  (299) 

Source: GDC 
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 Tabela 10.  Value of export and imports of fruit concentrates (million ALL)

  2015 2016 2017 2018 2019

Import Volume (Tons) 256  257  248  176  232  

Import Value (million ALL) 69  95  107  80  65  

Export Volume (Tons) 1  -  -  -  1  

Export Value (million ALL) 0  -  -  -  0  

Balance in value (EXP - IMP)  (68)  (95)  (107)  (80)  (64) 

Source: GDC

5. INVESTMENT POTENTIAL53 – 
TOMATO, NUTS, FRUITS

Tomatoes
The processed tomato products that have the 
highest potential in the export market are 
dried tomatoes and tomato sauce and tomato 
juices. However, the main constraint to the de-
velopment of the tomato processing industry is 
the limited supply (in quantities and qualities) of 
raw materials suitable for the processing indus-
try. The development of such suitable supply of 
would require: 

 » introduction of tomato cultivars that are suit-
able for processing (which could also be cul-
tivated in open fields); 

 » production in larger farm sizes and with 
mechanisation (to produce enough large 
quantities at low costs). 

 » Investments from the glass industry to pro-
duce the packaging of the sauce product 
since the packaging constitutes about 40% 
of the production cost and at the same time 
has high opportunities for export.

53  Investment values (cost, raw material value, market 
demand, etc.) in this section are calculations of the expert that 
the Secretariat engaged for this study

The domestic demand for tomato sauce is 
high, but there is a problem in the provision 
of appropriate raw materials. Approximately 
70-80 ha of tomatoes are required to be grown 
for the sauce to ensure local consumption. 
Considering that the export demand is 3 times 
higher than the national consumption, there is 
a need to cultivate about 200-250 ha of tomato 
in order to produce the required quantities of 
tomato sauce. Based on the Tech Chards, the 
cost for the production of 1 ha of tomato for 
sauce is about 8000 euros / ha. So, an invest-
ment of 560,000 euros is required to provide 
the raw material to meet the demand of the do-
mestic market, and 1.6 million euros to secure 
the export market.

Medical and Aromatic Plants 
Exports for medicinal plant essences represent 
investment potentials from the market, but they 
require harmonising the interactive links in the 
domestic value chain in MAPs. This fulfilment of 
market demand would require an investment in 
a distillery in the amount of about 6 million Eu-
ros, supported by investments in farms in an area 
of about 11,000 ha at a value of approximately 50 
million Euros.
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Chestnuts
Domestic and international market demand 
for chestnuts is very high, as this product can 
be used as a fresh product and in the process-
ing industry. Approximately 3,500 ha of chest-
nuts are required to be cultivated to ensure 
domestic consumption and export demand. 
Based on the Tech Cards, the cost for the pro-
duction of 1 ha chestnuts is about 8,000 euros/
ha. Based on statistical data in Albania, there 
are about 2500 ha with chestnuts. So, an in-
vestment of 8 million euros would be required 
to increase 1,000 ha with chestnuts to ensure 
the production of raw materials to potentially 

meet the demand of the domestic and export 
markets.

Fruit Juices 
Dometic demand for fresh fruit juices is relatively 
high (about 3 million litres are imported, exclud-
ing concentrate). This investment project re-
quires support in raw material production, i.e. the 
planting of about 1,000-1,200 ha of fruiter (main-
ly oranges), at the cost of about 7-8 million Euros. 
For this manufacturing industry to be competi-
tive in international markets, it requires invest-
ments from the glass industry since packaging 
makes up about 40% of the production cost. 
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The following recommendations are a product of the analyses and consultation of the IC Secretariat 
with stakeholders and several experts both in the private and public sector. Nevertheless, the recommen-
dations provided herein do not anticipate exhausting solutions to the problems and issues that agricul-
ture and agro processing face. Their aim is to bring the sectors under the attention of decision-makers 
by establishing and strengthening the focus towards domestic products and the “made in Albania” 
brand. The final aim is to (1) attract investors in the sectors by investing in pre-sorting, sizing, curing, 
brushing, sorting, packaging and labelling lines to achieve strict quality control and compliance with 
(international) standards (2) support policies based on contemporary methodologies with a focus on 
high-value agricultural products/ activities in international markets. To be repetitive, we have not in-
cluded in this section other recommendations approved in the past IC Meetings, some of which remain 
still coherent and relevant for the analysed sectors.

RECOMMENDATIONS 

COOPERATION, VALUE CHAIN 
INTEGRATION AND SUPPLY OF RAW 
MATERIALS 

1. To incentivise improved farmers’ coop-
eration within the four above mentioned 
key sub-sectors, it is recommended to in-
troduce incentives and support schemes 
targeted to the four sub-sectors, such as:

 » Reduce administrative procedures and in-
troduce administrative incentives for land 
registration and construction permits for 

members of cooperative/farmers’ organi-
sations; obviously special respect to private 
property rights.  

 » Introduce fiscal incentives for the farmers’ 
cooperative (i.e. lower local/property taxes, 
etc.); 

 » introduce credit support schemes (i.e. guar-
antee schemes and preferential banking in-
terest rates for loans application by the farm-
er organisations/cooperatives);

2. Incentivising/stimulating the increased 
value chain integration and supply of raw 
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materials for Agro-processing in the four 
selected specific sub-sectors through: 

 » Contract farming and large-scale produc-
tion: (i) introduce new support schemes (by 
ARDA) for stimulation contract farming, 
especially in MAPs and tomato production 
destined for processing industry; (ii) in-
crease government insurance schemes on 
contracted large-scale production of MAPs, 
fruit trees (especially citrus) and tomatoes 
destined for the processing industry.

 » Medicinal plants sector: Introduce incen-
tives (administrative/procedures, favour-
able renting tariffs) for renting of public land 
(from MARD and local government) for the 
cultivation of medicinal plants destined for 
the production of essences (especially for 
products such as laurel, helichrysum, black 
juniper, etc.). Besides the high demand for 
exports of essential oils, it should also be an 
impetus for using these products in the Alba-
nian pharmaceutical sector.

 » Tomatoes for the processing industry. Intro-
duce support schemes (by ARDA, i.e. a fixed 
amount per hectare or per ton delivered at 
the factory) incentivising the cultivation of 
open field tomatoes destined for the pro-
cessing industry, using the right varieties/
cultivars suitable for the sauce production. 
This is also seen as a better orientation for 
farmers to diversify farm production in the 
open field and increase land-use efficiency.

 » Nuts: (a) Introduction of support schemes 
(by ARDA) for rehabilitation of the existing 
chestnut forests as well as in their protection 
against diseases which cannot be done by in-
dividual farmers alone; (b) increase the sup-
port for plantation new orchards of chest-
nuts and walnuts through: (i) introduction 

of incentives (administrative/procedures, 
favourable renting tariffs) for renting of pub-
lic land (from MARD and local government) 
for cultivation of chestnuts and walnuts; (ii) 
investments (support scheme by ARDA) in 
plantation of intensive chestnuts and wal-
nuts orchards with selected/high quality 
cultivars (iii) investments (support scheme 
by ARDA) in upgrading of nurseries to in 
order to produce high quality planting ma-
terial for varieties demanded on the export 
market is an absolute must for Albanian pro-
duce entering the export market; (iv) credit 
support schemes (i.e. guarantee schemes 
and preferential banking interest rates) for 
investments in plantation of chestnuts and 
walnuts, which would enter into production 
about 4 years after plantation.

 » Citrus sector. Increase grant schemes (by 
ARDA) and credit support schemes (i.e. guar-
antee schemes and preferential banking in-
terest rates) for investments in the plantation 
of new orchards, especially with citrus, to 
meet the demand of the national consump-
tion and the need of the processing industry.

MARKET INFORMATION
3. Create a Market Intelligence Unit (possible 

within AIDA, ARDA or other institutions, 
such as Agro University) to secure the updat-
ed information on current domestic and ex-
ternal market needs in terms of products in 
fresh use or in the processing industry. 

4. In collaboration with Local Self Govern-
ment Units, Business Associations, Ex-
port Association, Agricultural University, 
etc., organise meetings/practical training 
informing farmers on the prospective sit-
uation on:
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 » agricultural and processing trends of invest-
ment potentials in light of market demand 
for export;

 » what products are desired by the interna-
tional market, for fresh use or in the pro-
cessing industry aiming to timely update to 
the current production of the same kind on a 
large scale. 

QUALITY AND COMPETITIVENESS
5. Support the creation of an enabling envi-

ronment for the development of Albanian 
exports to EU and other higher-value mar-
kets with the following cross-cutting mea-
sures: 

 » Enable the acceptance of the mutual phy-
tosanitary certificates for exports of agricul-
ture products to/from all Western Balkan 
countries, as it was recently achieved with 
North Macedonia. Implementation into the 
practice of regional cooperation new syner-
gies for new unexplored potentials for the re-
gion with free circulation of goods, employ-
ers and capitals, and removal of most of the 
non-tariff barriers. To this end, it is required 
practical implementation and enforcement 
of engagement and procedures agreed by 
the CEFTAs countries via decision in Febru-
ary 2020.

 » Speed up the modernisation and accredita-
tion of existing and new testing laboratories 
(ISUV analyses are not suitable for export to 
many countries - especially in the EU), en-
abling these to issue export certification rec-
ognisable in the EU markets is also a matter 
of importance. This is especially important 
for the vegetable, fruits, and MAPS value 
chains since they constitute major exports.

 » Sustain integrated promotions policies that 

enable a consolidated and transparent cal-
endar of international fairs, which could po-
tentially ensure dignified participation and 
access to new contracts and markets. 

 » Invest in promotion of Albanian products 
in the international markets, through the 
organisation of systemic and dignified par-
ticipation in international fairs, high-quality 
promotion campaigns as well as increased 
involvement of our Embassies in the “eco-
nomic diplomacy” by promoting the “Made 
in Albania” and facilitation of linkages be-
tween Albanian and foreign companies.

6. Enhance product quality and standards in 
compliance with the best practices

 » As for the organic certification, support in-
vestments leading to product quality and 
standardisation through support schemes 
for Global G.A.P., Organic, Bio certifications 
for vegetables, fruits and MAPs, Fair Wild for 
MAPs;

 » Enforcement of the control over the quality 
and use of agricultural inputs (pesticides, 
herbicides, and fertilisers) as they directly 
affect the quality/standards of the final prod-
uct.

7. Explore possibilities to incentivise inves-
tors in factories for the production of glass 
packaging within the country.

8. Consider prioritising the most important 
subsectors in the processing industry, fo-
cusing on minimising the trade deficit to 
penetrate the international market. Di-
versification of supporting grant schemes 
and the banking products as well, in terms 
of Agriculture subsectors.

 » Fruit processing. The juice processing in-
dustry requires investments in modern lines 
(juice pasteurisation and Tetra pack packag-
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ing) for fruit processing. This industry must 
enable the production of fruit concentrates 
for export. This industry will also include 
the processing of forest fruits (blueberries, 
aronia berry, raspberries, etc.) where the de-
mand is increasing.

 » Tomato processing. It requires increased 
investment in up-to-date processing tech-
nologies necessary to produce various forms 
of tomato sauces as required in the world 
market. Meanwhile, the development of this 
sub-sector will meet the demand of the do-
mestic market by significantly reducing the 
large volumes of imports.

 » Chestnut processing. Chestnut processing 
processes are seen as a necessity for increas-
ing the value of this product. Investments in 
the process of complete processing of chest-
nuts, i.e. complete drying and stripping, as 
well as the processing of flour for the confec-
tionery industry, are the immediate needs in 
this sector.

 » MAPs processing. Despite achievements, 
there is still an opportunity to increase the 
volume of processed products, i.e. process-
ing of some medicinal plants required by the 
pharmaceutical industry, i.e. the production 
of essences. This requires a well-governed 
sector and investments in the modern dis-
tilleries for the production of essences. The 
production of essences will be a good oppor-
tunity for the development of the Albanian 
pharmaceutical industry.

BUSINESS MANAGEMENT, OPERATIONS 
AND EDUCATION
9. Development of investment profiles (in 

Annexes) and technological cards in 
Agro-processing to facilitate investment 

decisions and operations. The annex pro-
vides examples of technological cards cor-
responding to the four identified products 
that could be used as a benchmark for po-
tential investment in the sector.

10. Invest in the reduction of skills mismatch – 
through agriculture vocational education, 
professional training, and lifelong learn-
ing programs for agribusiness’ skilled 
employees and professional personnel. 
This could be part of an integrated approach 
tailored to the sector supported by the gov-
ernment towards the domestic production, 
which could then generate more focus from 
universities in preparing improvement of the 
standard curricula on agro-processing and 
introduction of the dual system as a means 
to prepare ongoing specialists for the whole 
sector.

INSTITUTIONAL AND LEGAL MATTERS. 
11. Although the improvements in the leg-

islation have been essential, further im-
provements are required for the comple-
tion of the legal framework for organic 
products and protected designations of 
origin, geographical indications, and tra-
ditional specialities guaranteed, as well 
as on vineyards and wine, and ensure the 
institutional and administrative capacity 
for its implementation. More concretely, 
the following milestones are expected to 
be achieved in the upcoming months that 
shall provide for more support to domes-
tic products:

 » Amendment and alignment of the law no. 
106/2016 “On organic production, labelling of 
biological products and their control” with the 
provisions of EU Regulation 2018/848 “On 

w w w . i n v e s t m e n t . c o m . a l

organic production”, which enters into force, 
is expected by 1 January 2021.

 » Approval of the draft-law “On vineyards and 
wine” which has been subjected to notifica-
tion and public consultation as of June 2020.

 » Increasing the capacities of NFA in the verifi-
cation of compliance and control of products 
labelled with Designation of Origin, Geo-
graphical Indications, and Traditional Spe-
cialty Guaranteed.

 » Harmonisation of data on agro-processing 
between all reporting institutions, MARD, 
INSTAT, GDC, NBC, BoA, Secondary-level 
Banks, etc., for better sector analyses and 
policy orientation.

ACCESS TO FINANCE
12. Credit guarantee schemes usage has in-

creased during the years, but it is still low 
because they are not attractive in terms of 
costs even though they offer the risk-shar-

ing facility with the banks and lower the 
collateral coverage to a certain level. In 
addition to the recommendations specific 
to the four sub-sectors (given above in 1.1.), 
simplifying procedures and reducing these 
schemes’ administrative costs can increase 
their attractiveness and facilitate access to 
finance for a higher number of businesses.

13. Creation of Insurance coverage schemes 
for agriculture business products by intro-
ducing the state as an intermediary. For 
example, from the region54, North Macedo-
nia’s Government today pays 60% of the in-
surance premium, and the farmer pays 40%. 
To set up the insurance sector, the Ministry of 
Agriculture would consider setting up a da-
tabase with data, risks for each agricultural 
sub-sector, table with data on time, rains, 
temperature fluctuations, etc ex through 
cooperation with signal prognosis station 
investments that manage risk in agriculture.

54  Insurance Supervision Agency (2015) “Agriculture 
Insurance in Macedonia”
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1. GERMAN ASSOCIATION OF INDUSTRY 
AND TRADE IN ALBANIA
1. (1) The financing conditions of the sector 

are not perfect but are sufficient at the mo-
ment (Banks, ARDA, AIDA, etc.). There is 
a lack of information for the farmers about 
the opportunities that exist in the market to-
day. Municipalities could play a major role in 
this regard, perhaps receiving funding from 
ARDA only for the information process and 
being controlled by a central structure, e.g. 
AIDA, regarding these funds’ effectiveness. 
Maybe a special structure, but this would 
take time also because of the legal frame-
work.

2. (2) The problem of costs and production vol-
ume by the farmer as a result of economies 
of scale (fragmented land)- of course, sub-
sidies for machinery, seeds and pesticides, 
as well as recently fuel, will have a positive 
impact, but will not bring the final solution, 

to increase agricultural exports to a satis-
factory level. The problem of economies of 
scale will continue to remain. The law on co-
operatives actually had to solve this problem 
somehow, but the lack of trust and entering 
into contractual relations with the neighbour 
in the absence of courts prevented farmers 
from entering into partnerships. And if we 
have some examples today, they are not in 
fact, genuine cooperatives in the spirit of the 
2012 law. They are more of a collector-farm-
er relationship. And this relationship works 
according to the rules of the free market, 
probably with some preliminary contracts 
for the production of specific products, but in 
the end, the price and rules are determined 
by the collector, as the supply is greater than 
the demand or the bidder (Farmer) does not 
recognize the demand. This is the Summary 
domain. Therefore, information on the mar-
ket, finding the customer is much more im-
portant than all the above factors, certainly 

IC MEMBERS 
SUGGESTIONS

w w w . i n v e s t m e n t . c o m . a l

meeting the standard required by the buyer 
- a possible solution would be to set up an ag-
ricultural stock exchange, this would bring 
a great deal of transparency and would in-
volve a large number of farmers. Of course, 
competitiveness would also increase. On 
the other hand, the products would no lon-
ger be discarded due to the low price as the 
products would be traded a year before being 
produced through securities and contracts, 
which of course, have to be secured in insur-
ance companies and banks. If the farmer has 
contracts closed one year before production, 
access to banks also becomes easier. In this 
case, the farmer has a business plan. The 
simple market of agricultural products is as-
sociated with high storage costs, which cer-
tainly cannot meet every farmer in Albania, 
but large collectors who know the market 
can buy securities and then store or process 
the products.

2. UNION OF CHAMBERS OF COMMERCE 
AND INDUSTRY OF ALBANIA
1. Making a decision to allow the import of only 

24-hour birds and adopting rules and guide-

lines for managing the situation created;
2. Strengthening the work of all institutions 

and in particular, the veterinary service and 
the NFA (AKU), where each institution to per-
form relevant verifications, from licensing to 
biosafety violations and consumer health;

3. Promoting the cultivation of uncultivat-
ed lands with fodder crops for livestock, 
through state incentives;

4. Subsidizing poultry meat, like in neighbour-
ing countries such as Northern Macedonia, 
this subsidy goes up to 30 cents per kg of 
poultry.

3. DONI FRUITS LTD
TAM- Packaging tax is currently 100 lek kg for 
raw materials and 350 lek kg for the finished 
product. We propose to remove TAM for plastic 
packaging for agro products due to the increas-
ing need for storage of agricultural products - 
apples, pears, kiwi, pomegranates, grapes, etc. 
this enables us to store products with favoura-
ble conditions in the refrigerator and increases 
the value of the product when the market needs 
it, as well as enables the stop of imports of these 
products. 
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STRATEGIC INVESTMENTS IN AGRI-BUSINESS

Sector: Medicinal and Aromatic Herbs (MAPs)
Investment in technology: Production of essences from the MAP sector

Technology: Distillation installation for MAP processing

Number of necessary Distillers:  2 Distillers with capacity 150 tons

Financing value for distiller  3 million Euros

 Market Demand for Albania: 400 tons of essences (120 mil Euro)

Essence products

MAPs raw material Processing volume (%)

Laurel 30 %

Lavender 40%

Juniper Berry 15%

Helichrysum 10%
Other 5%

Need for essence Production Technology Need for raw material & land (ha)

120 tons essence of laurel 1 ton laurel = 5 kg essence Cultivated 1200 ha=24,000 tons laurel

160 tons essence of lavender 1 ton lavender = 10 kg essence Cultivated 800 ha=16,000 tons lavender

  60 tons essence of juniper 
berries

1 ton juniper berries = 14 kg essence Cultivated 857 ha=4,285 tons juniper 
berries

  40 tons of helichrysum 1 ton helichrysum = 1 kg essence Cultivated 8000 ha=40,000 tons 
helichrysum

  20 tons of other  mix n/a

Required quality and safety 
standard  

☐ Global G.A.P.  ☐ IFS  ☐ HACCP x Organic
x Other standard: NOP (USDA)

Main selling market:
Regional (AL, BH, KS, MK, SRB)
International

☐ Local and regional market
X  Request from an international supplier 

Explanatory note

The demand for the essences of medicinal plants in the world market requires a harmonization 
of the interactive links in the value chain in the MAPs sector. Meeting of the market demand 
requires an investment in distillery for the value of 6 mil Euros, supported by investments in 
farms in an area of about 11,000 ha for an approximate value of about 50 million Euros.

ANNEX 1
Strategic Investments in MAPs

STRATEGIC INVESTMENTS IN AGRI-BUSINESS

Sector: Chestnut processing  
Investment in technology: Processing of chestnuts for skinless fruit and flour

Technology: Chestnut processing line (including refrigeration facilities and freezing tunnel)

Number of necessary factories:  1 factory with a capacity of 8-10 tons/hour

Financing value per line  1.5 million Euros

Market Demand for Albania: 4000 tons of chestnuts

Production of skinless 
chestnut and flour for industry

Raw material Processing volume (%)

Chestnut 100 %

Need for product Production Technology Need for raw material & cultivated land 
(ha)

Skinless chestnut 3000 tons 1 ton of chestnut = 500 kg skinless chestnut 
(1/2 roasted)

Cultivated 2400 ha=6,000 tons of 
chestnuts

Chestnut flour 1000 tons 1 ton of chestnut = 400 kg chestnut flour 
(processed after roasting)

Cultivated 1000 ha=2,500 tons of 
chestnuts

Required quality and safety 
standard    

☐ Global G.A.P.
☐ IFS 
x HACCP
x Organic
x Other standard: ISO 22000

Main selling market:
Regional (AL, BH, KS, MK, SRB)
International

x Local and regional market
X  Request from an international supplier 

Explanatory note

The domestic and international market demand for chestnuts is very high, as it is used for 
direct consumption and for the confectionery industry.
Approximately 3500 ha of chestnuts are required to be cultivated to meet the domestic 
consumption and the export demand. Based on production technology, the cost for the 
production of 1 ha of chestnuts is around 8,000 euros/ha. Based on statistical data, in 
Albania, there are around circa 2500 ha with chestnuts. Hence, an investment of 8 million 
euros is required to increase 1000 ha with chestnuts to secure the production of raw 
material to meet the demand of the domestic and export markets.

ANNEX 2
Strategic Investments in Chestnut Processing
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Sector: Tomato processing
Investment in Technology: Tomato sauce production

Technology: Sauce processing line (aseptic puree)

Number of necessary factories:  1 factory with a capacity 5-7 tons/hour

Financing value per line  1.2 million Euros

 Market Demand for Albania: 2000 tons of tomato sauce

Sauce production
Raw material Processing volume (%)

Tomato (variety Roma, Giuleta, San Marziano 
etc.)

100 %

Need for tomato sauce in 
Albania

Production Technology Need for raw material and cultivates 
land (ha)

2000 tons of tomato sauce 1 ton of tomato = 600 kg sauce Cultivated 70-80 ha=4,000 tons of 
tomato

Required quality and safety 
standard  

☐ Global G.A.P.
☐ IFS 
x HACCP
☐ Organic
x Other standard: ISO 22000

Main selling market:
Regional (AL, BH, KS, MK, SRB)
International

x Local and regional market
X  Request from an international supplier

Explanatory note

The demand of the Albanian market for tomato sauce is high, but the problem lies in 
the provision of raw materials. Circa 70-80 ha of tomatoes for sauce are required to be 
cultivated to meet the local consumption. Meanwhile, the demand for export is 3 times 
higher than the national consumption; therefore, circa 200-250 ha of tomatoes for sauce 
is required for cultivation. Based on the Production Technology, the production cost for 1 
ha of tomato for sauce is circa 8000 euro/ha. Therefore, an investment of 560,000 euros 
is required to secure the raw material to meet the demand of the local market, and 1.6 
mil euros to meet the demand of the export market.

ANNEX 3
Strategic Investments in Tomato Processing

STRATEGIC INVESTMENTS IN AGRI-BUSINESS

ANNEX 3
Strategic Investments in Tomato Processing

ANNEX 4
Strategic Investments in Fruit Processing

Sector: Fruit processing (fruit juices and concentrates)
Investment in technology: Production of fruit juices and concentrate
Technology: Line installation for the production of juices and juice concentrate
Necessary number of production lines for 
the production of juices and concentrate:

 1 Factory for the production of juices and concentrate with the capacity 8-10 tons/
hour

Financing value for a line:  1.8 million Euros
 Local Market Demand: 20-24 million litres of juice
National production: Circa 18 mil litres/year
Import of juices and concentrate Circa 5-6 mil litres/year (including concentrate converted in juice)

Products by type

Raw material Processing volume (%)
Apple 25 %
Orange 50%
Cherry 10%
Pear 5%
Other (forest fruits) 10%

Need for Juices Production Technology Need for raw material & cultivated 
land (ha)

6 mil litres of apple juice 1 ton apples = 500 litres of apple juice 6 mil litres of apple juice
12 mil litres of orange juice 1 ton oranges = 600 litres of orange juice 12 mil litres of orange juice
2.4 mil litres of cherry juice 1 ton cherries = 400 kg of cherry juice 2.4 mil litres of cherry juice
1.2 mil litres of pear juice 1 ton pear = 500 litres of pear juice 1.2 mil litres of pear juice
2.4 mil litres for mix juice  mix 2.4 mil litres mix juice
Required quality and safety standard    ☐ Global G.A.P.  ☐ IFS   x HACCP  ☐ Organic x Other standard: ISO 22000
Main selling market: Regional (AL, 
BH, KS, MK, SRB) International

x Local and regional market
X  Request from an international supplier 

Explanatory note

The demand for fresh fruit juices is relatively high, with circa 3 mil litres imported (excluding 
concentrate). The realization of this investment project requires support for the production 
of raw materials, i.e. the planting of circa 1000-1200 ha orchards (mainly oranges), with 
a cost of around 7-8 million Euros. For this production industry to be competitive in the 
international markets, it requires investments from the glass industry since packaging 
makes up around 40% of production costs. High export potential.

STRATEGIC INVESTMENTS IN AGRI-BUSINESS
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Cost for the Establishment of a Plot with Helichrysum

  Description Unit Unit/ha ALL/unit ALL/ha
Weight of 
investment 
items

A Mechanized works for soil preparation and orchard planting

1 Ploughing up to  70 cm ha 1 12.000 12.000 2,18%

2 Ploughing II ha 1 12.000 12.000 2,18%

3 Milling ha 1 10.000 10.000 1,82%

4 Cultivation ha 1 12.000 12.000 2,18%

  Total mechanized works       46.000 8,4%

B Handwork for soil preparation and orchard planting

1 Dotting holes work norms 2 1,500 3,000 0.5%

2 Distribution of manure in the holes work norms 4 1,500 6,000 1.1%

3 Seedling preparation work norms 0.5 1,500 750 0.1%

4 Planting work norms 10 1,500 15,000 2.7%

5 Hoe process work norms 13 1,500 19,500 3.6%

6 Harvesting work norms 20 1,500 30,000 5.5%

7 Drying work norms 8 1,500 12,000 2.2%

  Total handwork       86,250 15.7%

C Materials and inputs for the orchard          

1 Seedling preparation roots 5,000 8 40,000 7.3%

3 Irrigation system lekë     280,000 51.0%

4 Irrigation system kv 300 250 75,000 13.7%

5 Manure kv 3 5,000 15,000 2.7%

6 Nitrogen fertilizers kv 2 3,500 7,000 1.3%

  Total materials       417,000 75.9%

  TOTAL PLOT WITH HELYCHRYSUM       549,250 100%

ANNEX 5 ANNEX 6

Cost for the Establishment of a Chestnut Orchard

  Description Unit Unit/ha ALL/unit ALL/ha
Weight of 
investment 
items

A Mechanized works for soil preparation and orchard planting 

1 Terrace ha               1          14,000           14,000 1.40%

2 Drainage ha               1          28,000           28,000 2.80%

3 Ploughing up to 70 cm ha               1          12,000           12,000 1.20%

  Total mechanized works                54,000 5.4%

B Handwork for soil preparation and orchard planting 

1 Dotting holes work norm               4            1,000             4,000 0.4%

2 Digging holes nr           600               100           60,000 6.0%

3 Distribution of manure in the holes nr           600                 30           18,000 1.8%

4 Planting nr           600               100           60,000 6.0%

  Total handwork             142,000 14.2%

C Materials and inputs for the orchard

1 Two year old orange seedlings tree           600               650         390,000 39.0%

2 Sticks for supporting small trees pcs           600                 25           15,000 1.5%

3 Irrigation system ALL             280,000 28.0%

4 Manure kw           200               250           50,000 5.0%

5 Phosphoric chemical fertilizer kw               5            8,400           42,000 4.2%

6 Potassium chemical fertilizer kw               4            7,000           28,000 2.8%

  Total materials             805,000 80.4%

TOTAL ORCHARD WITH CHESTNUT      1,001,000 100%
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ANNEX 7

Cost for the Establishment of a Plot with Lavanda

 
Description Unit Unit/ha ALL/unit ALL/ha

Weight of 
investment 
items

A Mechanized works for soil preparation and orchard planting

1 Ploughing up to  70 cm ha               1          12,000           12,000 2.12%

2 Ploughing II ha               1          12,000           12,000 2.12%

3 Milling ha               1          10,000           10,000 1.77%

4 Cultivation ha               1          12,000           12,000 2.12%

  Total mechanized works                46,000 8.1%

B Handwork for soil preparation and orchard planting

1 Dotting holes work norm               2            1,500             3,000 0.5%

2 Distribution of manure in the holes work norm               4            1,500             6,000 1.1%

3 Seedling preparation work norm 0.5            1,500                750 0.1%

4 Planting work norm             10            1,500           15,000 2.7%

5 Hoe process work norm               7            1,500           10,500 1.9%

6 Harvesting work norm             14            1,500           21,000 3.7%

7 Drying work norm               4            1,500             6,000 1.1%

  Total handwork                62,250 11.0%

C Materials and inputs for the orchard

1 Seedling preparation tree      10,000                   8           80,000 14.2%

3 Irrigation system ALL             280,000 49.5%

4 Manure kw           300               250           75,000 13.3%

5 DAP kw               3            5,000           15,000 2.7%

6 Nitrogen fertilizers kw               2            3,500             7,000 1.2%

  Total materials             457,000 80.8%

  TOTAL PLOT WITH LAVANDA         565,250 100%

ANNEX 7 ANNEX 8

COST FOR THE ESTABLISHMENT OF A PLOT WITH SAGE

  Description Unit Unit/ha ALL/unit ALL/ha
Weight of 
investment 
items

A Mechanized works for soil preparation and orchard planting

1 Ploughing up to  70 cm ha               1 12,000 12,000 1.24%

2 Ploughing II ha               1 12,000 12,000 1.24%

3 Milling ha               1 10,000 10,000 1.04%

4 Cultivation ha               1 12,000 12,000 1.24%

  Total mechanized works                46,000 4.8%

B Handwork for soil preparation and orchard planting 

1 Dotting holes work norm 2 1,500 3,000 0.3%

2 Distribution of manure in the holes work norm 4 1,500 6,000 0.6%

3 Seedling preparation work norm 1 1,500 1,500 0.2%

4 Planting work norm 20 1,500 30,000 3.1%

5 Hoe process work norm 13 1,500 19,500 2.0%

6 Harvesting work norm 20 1,500 30,000 3.1%

7 Drying work norm 8 1,500 12,000 1.2%

  Total handwork             102,000 10.6%

C Materials and inputs for the orchard

1 Seedling preparation tree 55,000 8 440,000 45.6%

3 Irrigation system ALL     280,000 29.0%

4 Manure kw 300 250 75,000 7.8%

5 DAP kw 3 5,000 15,000 1.6%

6 Nitrogen fertilizers kw 2 3,500 7,000 0.7%

  Total materials             817,000 84.7%

  TOTAL PLOT WITH SAGE         965,000 100%
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ANNEX 9

COST FOR ESTABLISHING AN ORANGE ORCHARD

Nr.

Planting area (ha) 1 Planting distances 4 m x 5 m

Description Unit Unit/ha ALL/
unit ALL/ha ALL/

Total
Weight of 

investment 
items

A Mechanized works for soil preparation and orchard planting

1 Ploughing up to 70 cm ha 1 12,000 12,000 12,000 1.42%

2 Milling ha 1 10,000 10,000 10,000 1.19%

3 Grejderim ha 1 20,000 20,000 20,000 2.37%

  Total mechanized works              
42,000 

          
42,000 5.0%

B Handwork for soil preparation and orchard planting

1 Drainage line opening every 10 m wide (30cm) m3 12 250 3,000 3,000 0.4%

2 Cleaning the drainage channel m3 4 250 1,000 1,000 0.1%

3 Dotting holes ha 1 4,000 4,000 4,000 0.5%

4 Digging holes work norm 500 100 50,000 50,000 5.9%

5 Distribution of manure in the holes work norm 500 30 15,000 15,000 1.8%

6 Planting work norm 500 100 50,000 50,000 5.9%

  Total handwork            
119,000 

        
119,000 14.1%

C Materials and inputs for the orchard            

1 Two year old orange seedlings tree 500 500 250,000 250,000 29.6%

2 Sticks for supporting small trees pcs 500 25 12,500 12,500 1.5%

3 Irrigation system ALL     300,000 300,000 35.6%

4 Manure kw 200 250 50,000 50,000 5.9%

5 Phosphoric chemical fertilizer kw 5 8,400 42,000 42,000 5.0%

6 Potassium chemical fertilizer kw 4 7,000 28,000 28,000 3.3%

  Total materials            
682,500 

        
682,500 80.9%

TOTAL ORCHARD WITH ORANGES 843,500  843,500 100%

ANNEX 10
Technology Card - Tomatoes for sauce 
in the field on the surface of 1ha

Yield 800 kw / ha tomato for sauce cultivated in the open field. Planting scheme 60 x 40 cm (24 thousand plants / ha)

A. Expenses for labour work in ALL
Nr. Work process Man/Day J F M A M J J A S O N D

1 Soil preparation + Basic fertilization 6   6                    

2 Planting 30     30                  

3 Agro technical cultivation expenses 50       10 10 10 10 10        

4 Harvesting and preparing the product for market 100             40 60        

5 Unforeseen 25       5 5 5 5 5        

6 Total Man/day 211   6 30 15 15 15 55 75        

7 Payment for Man/Day and Social Security Contribution 1500   1500 1500 1500 1500 1500 1500 1500        

TOTAL (A). Expenses for labor work in ALL 316,500   9,000 45,000 22,500 22,500 22,500 82,500 112,500        

B. Expenses for mechanization

Nr. Work process Unit Volume Value 
per unit Total J F M A M J J A S O N D

1 Ploughing 35-
40cm deep dyn 10 1200 12,000                

12,000                  

2

Transport and 
distribution of 
organic fertilizer on 
the plot

ton 50 100 5,000   5,000                    

3 Milling dyn 10 800 8,000     8,000                  

4 Spraying nr 10 5200 52,000       5,200 10,400 15,600 15,600 5,200        

5

Transportation of 
production from 
the parcel to the 
warehouse

ton 100 1200 120,000             48,000 72,000        

6 Unforeseen       4,000         1,000 1,000 1,000 1,000        

TOTAL ( B )       201,000   5,000 20,000 5,200 11,400 16,600 64,600 78,200 0 0 0 0
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C. Expenses for materials

Nr. Description Unit Volume Value 
per unit Total J F M A M J J A S O N D

1 Seedlings (+ 10% 
reserve) seedling 24000 10         

240,000                    
240,000                

2 Organic manure kv 100 200           
20,000                

20,000                  

3 NPK base fertilizer kg 400 70           
28,000                      

28,000                

4 Phosphorus kg 300 60           
18,000                         

9,000                 
9,000          

5 NPK for growing 
and maturing kg 250 50           

12,500                       
2,500 

              
5,000 

             
5,000        

11 Water for irrigation m3 4000 5           
20,000                        

2,000 
                

3,000 
            

5,000 
              

6,000 
             

4,000        

12 Unforeseen                   
8,000                         

2,000 
            

2,000 
              

2,000 
             

2,000        

Total  ( C )       346,500   0 20,000 270,000 14,000 9,500 22,000 11,000 0 0 0 0

TOTAL (sum A + B + C) 864,000   14,000 85,000 297,700 47,900 48,600 169,100 201,700 0 0 0 0

D. Other expenses
Nr. Description Total J F M A M J J A S O N D

1 Agro technical assistance 25000       5000 5000 5000 5000 5000        

2 Land tax 8000   8000                    

SHUMA  ( D ) 33,000   8,000 0 5,000 5,000 5,000 5,000 5,000 0      

TOTAL (sum A + B + C + D) 897,000   22,000 85,000 302,700 52,900 53,600 174,100 206,700 0 0 0 0

Production cost (ALL/kg) 13

Selling price 18

Income from sales 1,260,000

TOTAL income (ALL) 1,260,000

PROFIT (ALL) 363,000

ANNEX 11
Technology Card – Apple Cultivation 1HA

1 ha APPLE Orchard on substrate M 106, 10 years old, to receive 500kv / ha, with 
planting scheme 4x2.5m (1000 tree/ha)                                                                                                                                             

A. Expenses for labour work in ALL
Nr. Work process Man/day J F M A M J J A S O N D

1 Agro technical cultivation expenses 182 21 48 19 2 29 18 19 10   16    

2 Harvesting and preparing the product for market 100                 70 30    

3 Unforeseen 12                     6 6

4 Total Man/day 294 21 48 19 2 29 18 19 10 70 46 6 6

5
Payment for Man/Day and Social Security 
Contribution 1500 1500 1500 1500 0 1500 1500 1500 1500 1500 1500 1500 1500

TOTAL (A). Expenses for labor work in ALL 438,000 31,500 72,000 28,500 0 43,500 27,000 28,500 15,000 105,000 69,000 9,000 9,000

B. Expenses for mechanization

Nr. Work process Unit Volume
Value 

per 
unit

Total J F M A M J J A S O N D

1
Transport of 
pesticide, chemicals 
and production

ton 78 500 39000   7800 3900   3900 3900   7800 11700      

2 Plouging between 
rows 3 times dyn 30 1200 36000   12000       12000     12000      

3 Milling between 
rows 5 times dyn 50 1200 60000   12000   12000   12000   12000   12000    

4
Drainage line 
opening with plough 
50 cm deep

dyn 10 1200 12000                   12000    

5 Winter spraying 3 
times dyn 30 1200 36000 12000 12000 12000                  

6
Spraying with 
tractor-pumps 9 
times

dyn 90 1200 108000       18000 18000 18000 18000 18000 18000      

7 Unforeseen       24000             12000   12000      

TOTAL ( B )       315,000 12,000 43,800 15,900 30,000 21,900 45,900 30,000 37,800 53,700 24,000 0 0
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C. Expenses for materials

Nr. Description Unit Volume
Value 
per 
unit

Total J F M A M J J A S O N D

1 Composted manure ton        50          
2,200 

        
110,000 

   
110,000                      

2
Inorganic fertilizer 
NPK based kg      800             

115 
          
92,000 

     
92,000                      

3 Crystalline fertilizers kg      150             
270 

          
40,500        

     
8,100 

     
8,100 

   
10,125    10,125 

     
4,050      

4
Fungicides for winter 
spraying kg        10             

410 
            
4,100 

       
4,100                       

5 Fungicide kg        10          
4,000 

          
40,000 

       
4,000 

     
4,000 

     
4,000 

     
4,000 

     
4,000 

     
8,000 

     
4,000      4,000 

     
4,000      

6 Insekticide kg       1.5        
12,000 

          
18,000      

     
3,600 

     
5,400 

     
3,600        5,400        

7
20 kg reversible 
crates crates 200 150 30000                 30000      

8
Irrigation water (500 
m3 / ha) for 5 times m3 6000 5 30000         6000 6000 6000 6000 6000      

9 Unforeseen       12000       2000 2000 2000 2000 2000 2000      

TOTAL  ( C )       376600  
210,100 4000 4000 9600 25500 27700 22125 27525 46050 0 0 0

TOTAL (sum  A + B + C) 1,129,600 253,600 119,800 48,400 39,600 90,900 100,600 80,625 80,325 204,750 93,000 9,000 9,000

D. Other expenses

Nr. Description Total J F M A M J J A S O N D

1 Agrotechnical assistance 25000   5000   5000   5000   5000     5000  

2 Deprecation of apple orchard 4% 32000 32000                      

3 Land tax 8000   8000                    

TOTAL  ( D ) 65,000 32,000 13,000 0 5,000 0 5,000   5,000     5000  

TOTAL (sum A + B + C + D)
1,194,600 285,600 132,800 48,400 44,600 90,900 105,600 80,625 85,325 204,750 93,000 14,000 9,000

Production cost (ALL/kg) 24

Selling price for quality 1-st 50

Selling price for quality 2-nd 35

Selling price for quality 3-rd 10

Income from sales of the 1-st apple's quality 1,750,000

Income from sales of the 3-rd apple's quality 350,000

Income from sales of the 2-nd apple's quality 50,000

TOTAL income (ALL) 2,150,000

PROFIT (ALL) 955,400

C. Expenses for materials

Nr. Description Unit Volume
Value 
per 
unit

Total J F M A M J J A S O N D

1 Composted manure ton        50          
2,200 

        
110,000 

   
110,000                      

2
Inorganic fertilizer 
NPK based kg      800             

115 
          
92,000 

     
92,000                      

3 Crystalline fertilizers kg      150             
270 

          
40,500        

     
8,100 

     
8,100 

   
10,125    10,125 

     
4,050      

4
Fungicides for winter 
spraying kg        10             

410 
            
4,100 

       
4,100                       

5 Fungicide kg        10          
4,000 

          
40,000 

       
4,000 

     
4,000 

     
4,000 

     
4,000 

     
4,000 

     
8,000 

     
4,000      4,000 

     
4,000      

6 Insekticide kg       1.5        
12,000 

          
18,000      

     
3,600 

     
5,400 

     
3,600        5,400        

7
20 kg reversible 
crates crates 200 150 30000                 30000      

8
Irrigation water (500 
m3 / ha) for 5 times m3 6000 5 30000         6000 6000 6000 6000 6000      

9 Unforeseen       12000       2000 2000 2000 2000 2000 2000      

TOTAL  ( C )       376600  
210,100 4000 4000 9600 25500 27700 22125 27525 46050 0 0 0

TOTAL (sum  A + B + C) 1,129,600 253,600 119,800 48,400 39,600 90,900 100,600 80,625 80,325 204,750 93,000 9,000 9,000

D. Other expenses

Nr. Description Total J F M A M J J A S O N D

1 Agrotechnical assistance 25000   5000   5000   5000   5000     5000  

2 Deprecation of apple orchard 4% 32000 32000                      

3 Land tax 8000   8000                    

TOTAL  ( D ) 65,000 32,000 13,000 0 5,000 0 5,000   5,000     5000  

TOTAL (sum A + B + C + D)
1,194,600 285,600 132,800 48,400 44,600 90,900 105,600 80,625 85,325 204,750 93,000 14,000 9,000

Production cost (ALL/kg) 24

Selling price for quality 1-st 50

Selling price for quality 2-nd 35

Selling price for quality 3-rd 10

Income from sales of the 1-st apple's quality 1,750,000

Income from sales of the 3-rd apple's quality 350,000

Income from sales of the 2-nd apple's quality 50,000

TOTAL income (ALL) 2,150,000

PROFIT (ALL) 955,400

ANNEX 12
TECHNOLOGY CARD - Orange cultivation 1Ha

  1 ha with ORANGES in full production, to get 400 kw / ha production, with 
planting scheme 5x3 m (660 tree/ha). Mechanizations such as ploughing and soil 

preparation, spraying, transporting and planting are mechanized.

A. Expenses for labour work in ALL
Nr. Work process Man/Day J F M A M J J A S O N D

1 Agro technical cultivation expenses 152 12 40 16   17 13 13 11 10 20    

2 Harvesting and preparing the product for 
market 120                     60 60

3 Unforeseen 22 1 1 1         1 1 1 7 9

4 Total Man/day 294 13 41 17 0 17 13 13 12 11 21 67 69

5 Payment for Man/Day and Soc.Sec. Contri-
bution 1500 1500 1500 1500 0 1500 1500 1500 1500 1500 1500 1500 1500

TOTAL (A). Expenses for labor work in ALL 441,000 19,500 61,500 25,500 0 25,500 19,500 19,500 18,000 16,500 31,500 100,500 103,500

  B. Expenses for mechanization

Nr. Work process Njësia Unit
Value 
per 
unit

Total J F M A M J J A S O N D

1
Transport of pesti-
cide, chemicals and 
production

ton 64 500 32000   8000 3750   100 150         10000 10000

2 Ploughing between 
rows 3 times dyn 30 1200 36000   12000       12000       12000    

3 Milling between 
rows 5 times dyn 50 1200 60000     8000 4000 4000 8000 8000     8000    

4 Drainage line open-
ing with plough dyn 10 1200 12000                   1200    

5
 
Irrigation line 
opening

dyn 10 300 3000           3000            

6 Spraying with trac-
tor-pumps 7 times dyn 70 1200 84000     12000   12000     12000 24000 24000    

7 Unforeseen       9000 3000                   3000 3000

Total ( B )       205,200 3,000 20,000 23,750 4,000 16,100 23,150 8,000 12,000 24,000 45,200 13,000 13,000
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 C. Expenses for materials

Nr. Description Unit Volume
Value 

per 
unit

Total J F M A M J J A S O N D

1 Fungicides for 4 
sprays kg 3 4000 12000     3000           3000 6000    

2 Insecticides for 3 
sprays kg 2 6000 12000         4000     4000 4000      

3 Lines kg 100 15 1500   1500                    

4 Organic manure kv 220 250 55000   55000                    

5 Superphosphate kv 5 3600 18000   18000                    

6 Urea kv 1 7000 7000   7000                    

7 Potassic kv 3 14000 42000   42000                    

8 Nitrate  kv 3 6000 18000         18000              

9 20 kg reversible 
crates crates 200 150 30000                   30000    

10 Work tools x x x 9000                     4000 5000

11
Irrigation water 
(600 m3 / ha) for 5 
times

m3 3000 5 15000           3000 6000 6000        

12 Unforeseen       10000       6000   2000 2000          

Total  ( C )       229500   123500 3000 6000 22000 5000 8000 10000 7000 36000 4000 5000

TOTAL (sum A + B + C) 875,700 22,500 205,000 52,250 10,000 63,600 47,650 35,500 40,000 47,500 112,700 117,500 121,500

 D. Other expenses

Nr. Description Total J F M A M J J A S O N D

1 Agro technical assistance 15000   3000   3000   3000   3000     3000  

2 Deprecation of orange orchard 4% 66000 66000                      

3 Land tax 8000   8000                    

Total ( D ) 89,000 66,000 11,000 0 3,000 0 3,000   3,000     3000  

TOTAL (sum A + B + C + D) 964,700 88,500 216,000 52,250 13,000 63,600 50,650 35,500 43,000 47,500 112,700 120,500 121,500

Production cost (ALL/kg) 24

Selling price 50

Income from sales 2,000,000

TOTAL income (ALL) 2,000,000

PROFIT (ALL) 1,035,300

ANNEX 13
Questionnaire “Domestic Production, 
Import substitution and Investment 
Promotion in Agroprocessing 

DOMESTIC PRODUCTION, IMPORT SUBSTITUTION AND INVESTMENT PROMOTION IN 
AGROPROCESSING 

1. Place of Activity
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2. Type of Activity

Farmer / Producer

Collection Points

Processors

Trader

Exporter

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3. Main activity product):

Aromatic/Medical Plant

Vegetable

Fruits

Nuts

Fruits/Vege processing

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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4. Are your products certified?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

5. If Yes, what product and what certification?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6. Company turnover:

Up to 5 million ALL

5-8 million ALL

8-14 million ALL

Over 14 million

7. Average number of employees in your business:

1-4 employees

5-9 employees

10-49 employees

Over 50 employees

8. Average salary in your business (in ALL)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

9. Do you consider agro-processing as a potential and good investment opportunity in Albania?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

10.  The main problems encountered in relation to “Supply of raw materials in the country” - rate it on 
a scale from 1 to 5 (where 5 = little / not at all problematic and 1 = very problematic)

       1 2 3 4 5

Insufficient amount of raw materials

Standard / low quality of raw materials

Lack of liquidity for buying raw materials

Methods of payment of farmers (in cash or bank)

Costs

11. The main problems encountered in relation to “Product Processing & Marketing” - rate them on a 
scale from 1 to 5 (where 5 = little/not at all problematic and 1 = very problematic)

       1 2 3 4 5

Customer access (product sales market)

Trust of customers or consumers 

Unfair competition from imports

Informality in the domestic market

Technology

12. Main problems encountered related to “Business Management” – rate them on a scale from 1 to 5 
(where 5 = little/not at all problematic and 1 = very problematic)

       1 2 3 4 5

Finding/hiring specialized employees

Finding non-specialized employees/workers

Access to Finance for liquidity (working capital)

Access to Finance for investments

Preparation of technical and financial investment plans

Land ownership

Energy
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13. Rate the procedures on a scale of 1 to 5 (where 5 = Very Positive and 1 = Very Problematic) in relation 
to:

       1 2 3 4 5

Licenses and authorizations

Product certification (trademarks and registration)

Quality certification of products (GlobalGAP etc.):

Customs Procedures / Green Channel/Certificates of Origin

Border inspections by AKU

Barcode

Laboratory tests and phytosanitary certificates

14. Specify and detail below concrete issues related to the procedures / institutions:

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

15. Are you part of Cooperatives / Collaborations / Organizations?

Yes

No, I do not believe in cooperatives

No, I am not aware of the existence of such organizations

16. If you are part of Cooperatives, please specify which ...

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

17. Do you secure raw materials from the domestic market?

Yes
No

18. If you secure raw materials within the country, please rate what % of it?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

19. List 3 main reasons that prevent you from using mainly raw material from within the country:

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

20. How do you secure the market for product sales (distribution network)?

Randomly

With contracts concluded in advance with clients

With contracts concluded with wholesale market/collection centres

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

21. Have you considered exporting?

Yes, I export

Yes, but I do not have the opportunity

No, I only sell in the domestic market

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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22. If you do not export, please state the reasons:

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

23. If you export to which countries do you export and which countries can be considered potential?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

24. What are the 3 main barriers to exporting your products?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

25. Have you participated in trainings related to your activity?

Yes
No

26. If you are trained, please specify the area of training

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

27. Is your staff trained?

Yes - Staff is trained only once at the beginning

Yes - Staff train regularly

No - Staff do not need training

28. Are you informed about market demands, prices, markets, etc.?

Yes - regularly

No - I do not need

29. If you are informed about market demands, please specify the source

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

30. List the following items in order of importance to your business (“1 = less important” and “5 = very 
important”)

       1 2 3 4 5

Access to new markets

Access to finance

Assistance in the marketing of products

Product standard/certification

Product packaging

Training

Procedures

Relations with institutions

Inadequate legal and sub-legal framework

Corruption

Informality
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31. How do you judge your activity’s situation, in these times of pandemics?

It does not affect me

It especially affects me in securing the raw material

It affects me in finding clients

It affects me in the processes of transport/trading of products within the country

It affects the processes of transport/trading of products in export

32. What do you think are the main obstacles for new investments in your field of activity?

Legal

Institutional

Fragmentation and lack of cooperation

Access to raw materials

Access to credit

Access to markets

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

33. Comment on the above

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

34. Do you think that free economic zones are a good opportunity for the development of agro-pro-
cessing in the country?

Yes, they are good opportunities

No, I do not think they are a good opportunity

I do not know

35. Do you think that the following products are potentials for the development of the agro-processing 
sector in the country (rate 1 to 5, where: “1 = little /no potential” and “5 = very potential”)

       1 2 3 4 5

Tomatoes

Chestnut

Nuts

Hazelnut

Almonds

Medicinal plants

Teas

Fruit juices

36. Please comment if you think there are other potential products for processing

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

37. Have you made significant investments in the last 24 months?

Yes
No

38. If yes, what was the total value of the investment?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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39. If yes, with what sources did you make the investment?

With personal or business resources

With loans from banks in Albania

With subsidies (e.g. ARDA, AIDA, etc.)

With funding from other local partners

With funding from other foreign partners

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

40. Do you have plan to make significant investments in the next 24 months?

Yes
No

41. If so, how much do you think the total value of the investment will be?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

42. If so, with what resources will you make the investment?

With personal or business resources

With loans from banks in Albania

With subsidies (e.g. ARDA, AIDA, etc.)

With funding from other local partners

With funding from other foreign partners

Other             . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

43. Are you aware of the agro-processing support programs offered by MARD/ARDA/AIDA?

Yes
No

44. If you are aware, where did you get the information?

From MARD/ARDA/AIDA through promotion campaigns

From business associations

From personal acquaintances

AIDA

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

45. If you know or have applied to the agro-processing support programs offered by MARD/ARDA/
AIDA?

Yes
NO

46. If not, please specify why

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

47. If you have applied, are you a beneficiary of these support programs?

Yes
No

DOMESTIC PRODUCTION, IMPORT
SUBSTITUTION AND INVESTMENT
PROMOTION IN AGRO-PROCESSING

694 695



48. If you are a beneficiary, how would you rate this support? Give your opinion.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

49. Do you think that there is a need for more support from the state in this regard and in what aspects/
areas?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

50. Are you aware of the schemes/guarantee funds/technical assistance programs for agro-proces-
sors offered by AASF/ASB/RCGF /Italian-Albanian SME Development Program, etc.?

Yes
No

51. If you are aware of, where did you get the information?

Through their promotion campaigns

Business associations

From personal acquaintances

AIDA

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

52. Are you a beneficiary of funds or technical assistance from these support programs?

Yes
No

53. If you are a beneficiary, how would you rate this support? Give your opinion.
       1 2 3 4 5

In terms of the interest rate offered

In terms of % of collateral required

In terms of loan term

In terms of procedures

In terms of training provided

54. Do you think there is a need for more support in this regard and in what aspects/areas?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

55. Have you taken out a loan from the banking system to support your business?

Yes
No

56. If yes, what did you use the loan amount for?

Overdraft (coverage of short-term liquidity needs)

Inventory/Working Capital Loan

Investment Loans/Projects (Long Term)

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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57. If you have received a loan, how do you assess the support provided by banks in this regard?
 Positive Negative

Interest rates

Guarantee required

Collateral

Application procedure

Speed of loan approval

Credit term

58. If you have not received a loan, what are the reasons:

I do not need credit

Lack of information

Complicated administrative procedures 

High interest rate

Difficulty in preparing business plans

Lack of collateral

Short time duration

Request for additional co-borrowers

No credit was offered for my specific need

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

59. Do you have anything else you want to add or re-emphasize?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1. Place of Activity

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2. Type of Activity

Distributor point

Supermarket

Other             . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3. Main products of the activity – Local unprocessed products (list of main groups))

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

ANNEX 14
Questionnaire “Domestic Production, Import 
substitution and Investment Promotion in 
Agroprocessing” – Supermarkets 
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4. Main products of the activity – Local processed products (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

5. Main products of the activity – Imported processed products (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6. Main products of the activity – Imported processed products (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

7. How do you secure the local products you trade, please list the ways (contracts with farmers, pro-
cessors, etc.)?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

8. Are local products certified?

Yes 100%

Yes, in most of cases

No

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

9. A janë të çertifikuara produktet vendase që tregtoni?

Yes in 100% of them

Yes, more than 50% of them

Less than 50% of them

No, they are not certified

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

10. If yes, please state certifications:

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

11. ) Do you consider agroprocessing as a potential and good investment opportunity in Albania, from 
which you would also benefit as a distributor / trader? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

12. The main problems encountered in relation to “Supply of raw materials in the country” - rate it on 
a scale from 1 to 5 (where 5 = little / not at all problematic and 1 = very problematic

       1 2 3 4 5

Insufficient amount of raw materials

Standard / low quality of raw materials

Contract enforcement

Methods of payment of farmers (in cash or bank)

Costs

Informality

DOMESTIC PRODUCTION, IMPORT
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13. The main problems encountered in relation to “Product Processing & Marketing” - rate it on a 
scale from 1 to 5 (where 5 = little / not at all problematic and 1 = very problematic)

       1 2 3 4 5

Customer access (product sales market)

Trust of customers or consumers

Unfair competition from imports

Informality in the domestic market

Technology

14. What% of the products you trade and provide locally? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

15. List 3 main reasons that prevent you from replacing imports with trading in local products

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

16. Do you do market research regarding consumer preferences for domestic production?

Yes, regularly

No, never

Other               . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

17. Do you think that Free Economic Zones are a good opportunity for the development of agro-pro-
cessing in the country? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

18. Do you think that the following products are potential for the development of the agroprocessing 
sector in the country (evaluate with 1 to 5, where: “1 = little / no potential” and “5 = very potential”)?

       1 2 3 4 5

Tomatoes

chestnut

nuts

hazelnut

almonds

medical/aromatic plants

tea

fruit juices

19. 18) Please comment if you think there are other potential products for processing

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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20. After the COVID19 pandemic, did you replace imported products with domestic products? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

21. If so, do you have specific products that you want to remove from imports in the future to replace 
them with local products?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

22. Do you have anything else you want to add or re-emphasize?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

23. The place where you exercise the main activity

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

24. Activity type

Less than 50% of them

No, they are not certified

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

25. Main products of the activity - Raw country production (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

26. Main products of the activity - Processed domestic production (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

27. Main products of the activity - Raw import production (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

28. Main products of the activity - Processed imported production (list of main groups)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

29. How do you provide the Albanian products you trade, Please list the ways (contracts with farmers, 
processors, etc.)

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

30. Are the imported products you trade certified?

Yes 100%

Yes, to a large extent

No

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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31. Are the local products that you trade certified?

Yes in 100% of them

Yes, more than 50% of them

Less than 50% of them

No, they are not certified

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

32. If the local products you trade are certified, please list the certifications

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

33. Do you think of agro-processing as a potential and good investment opportunity in Albania, from 
which you would also benefit as a distributor / trader? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

34. The main problems encountered in relation to “Provision of products in the country” - rate them on 
a scale from 1 to 5 (where 5 = little / not at all problematic and 1 = very problematic)

       1 2 3 4 5

Insufficient amount of raw materials

Standard / low quality of raw materials

Non-compliance with contracts

Methods of payment of farmers (in cash or bank)

Cost

Informality

35. The main problems encountered in relation to the “Trade of Albanian products” - evaluate them on 
a scale from 1 to 5 (where 5 = little / not at all problematic and 1 = very problematic)

       1 2 3 4 5

Customer access (product sales market)

Trust of customers or consumers

Unfair competition from imports

Informality in the domestic market

Technology

36. What% of the products do you trade and provide in the country? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

37. List 3 main reasons that prevent you from replacing imports with trading in local products:

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

38. Do you do market research on consumer preferences for domestic production?

Yes regularly

No it is not necessary

Other              . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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39. Do you think that Free Economic Zones are a good opportunity to increase new investments in the 
country in different sectors? Please comment

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

40. From your experience do you think that the following products are potential for the development 
of the agro-processing sector in the country (rate with 1 to 5, where: “1 = little / no potential” and “5 
= very potential”)

       1 2 3 4 5

Tomatoes

Chestnut

Nuts

Nut

Almonds

Medicinal Plants

Teas

Fruit Juices

41. Lutem komentoni nese mendoni se ka produkte te tjera potenciale per perpunim ne vend

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

42. Please comment if you think there are other potential products for processing in the country

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

43. If so, do you have specific products that you want to remove from imports in the future to replace 
them with local products?

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

44. Please comment if you have something to add or re-emphasize

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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T he following list of licenses and per-
mits is determined after having re-
viewed the current legislation into 
force in Albania and on the basis of of-

ficial information provided by the National Busi-
ness Centre (NBC) as the main institution admin-
istering the list of licenses and permits provided 
to businesses at the central level.
Applicable legislation:
A. Law no. 10081/2009 “On Licensees, Author-

izations and Permits in the Republic of Alba-
nia” (as amended) provides for general cat-
egories of licenses issued to the business. 
Under the category of food and health, the 
following licenses are listed:

1. License Production of and/or trade in food-
stuff

2. License Reproduction, breeding or veteri-
nary services

3. License Raising of or trade in animals 
4. License Production of and/or trade in seeds 

and/or seedlings 
5. License Production of and/or trade in Plant 

Protection Products, chemical fertilizers, 
and/or tobacco 

6. products 
7. License Primary medical, hospital or dentist-

ry services 
8. License Manufacturing of and/or trade in 

medicines for human or animal use 
9. License Other medical services and/or sani-

tary services
B. CoM decision no. 538/2009 “On licenses and 

permits handled by or through NBC and sev-
eral other common sub-legal regulations” (as 
amended), provides for the subcategories 
of licenses and permits which either are 
issued by or through NBC, or by other in-
stitutions without the involvement of NBC 
and pursuant to the relevant sectoral leg-
islation. The following, as provided herein, 
is the list of licenses and permits for the 
food industry that is issued by or through 
NBC: 

1. “Production, processing and wholesale dis-
tribution of food:
o “Production, processing and whole-

sale distribution of food for humans”
o “Production, processing and whole-

sale distribution of animal feed used 
for food”

o “Production, processing and whole-
sale distribution of animal feed not 
used for food”

2. “Wholesale of food of animal origin (for hu-
mans)”

3.  “Wholesale primary production”, with code 
II.1.C.

ANNEX 15
List of Incentives for Agriculture 
and Agro-processing

4.  “Natural rearing and artificial insemina-
tion”: “Artificial insemination (artificial in-
semination stations / inseminators)”

5. “Production and/or trade of racial material”
6. “Veterinary Clinic”, with code II.2.C.
7. “Livestock breeding on large agro livestock 

farms (with over 50“cattle units”) 
8.  “Cultivation of aquatic animals on aquacul-

ture farms” 
9. “Wholesale trade of live animals”
10.  “Production and trade of plant protection 

products (dangerous and high-risk prod-
ucts)”
o “Production”
o “Wholesale trade”
o “Retail trade (agricultural pharmacy)”

11. “Production and trade of hazardous chemi-
cal fertilizers”
o “Production”
o “Wholesale trade” 
o “Retail trade”

12.  “Industrial processing and/or production of 
tobacco products”

Additionally, herein are included the main rele-
vant rules and modalities for application and ob-
taining the respective license/permits, for which 
a case by case, it is required the compliance with 
sectorial legislation. In the food industry, the 
counterpart of businesses is the National Food 
Authority (NFA), the main institution at the cen-
tral level that approves or rejects the application 
for license/permits through NBC. 
The application, review and decision-making 
procedure for approving or rejecting the follow-
ing applications made by the food business op-
erators in NBC is under the competence of NFA. 
More concretely:

 » “Production, processing and wholesale dis-
tribution of food for humans”

 » “Production, processing and wholesale dis-
tribution of animal feed used for food”

 » “Wholesale of food of animal origin (for hu-

mans)”
NFA is the responsible authority for the veri-
fication of compliance with the licensing cri-
teria. The NFA decision should be based on 
the evaluation of the submitted documents 
and the on-site inspection to evaluate compli-
ance with mandatory technical-technological 
rules and standards and the hygienic-sanitary 
conditions. NFA responsible units have direct 
access to the NBC system while reviewing ap-
plications made by the business operators for 
the licenses mentioned above. The steps for 
application review are as following:
Step 1:  The application for licensing by busi-
ness operators is submitted in three ways in 
the NBC (electronically, by mail or by submit-
ting the applicant directly at the NBC prem-
ises). NBC makes a preliminary review of the 
application.
Step 2: Publication in the electronic register of 
the application by the NBC for matters within 
the competence of the NFA.
Step 3: Download the complete documents 
supporting the application from the electronic 
register and send them electronically to NFA 
regional directorate office, where the receipt 
of documents is immediately confirmed. 
Step 4: The procedure of review, inspection 
and decision-making for the approval or re-
jection of the application is done by the re-
spective NFA regional directorate office. In 
cases when the review and decision-mak-
ing procedure for the approval or not of the 
license application is carried out in cooper-
ation with the General Directorate, this is 
determined only by the Order of the General 
Director of NFA.
Step 5: In cases of approval, the license is re-
trieved by the business in NBC premises. The 
licenses mentioned above are valid for an un-
determined period, while the overall service 
cost is 100 ALL payable in NBC.
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I n this Annex are listed the main direct in-
centives and support measures with regard 
to agriculture/agro-processing sectors:

(1) Exempted VAT for agricultural inputs and 
machinery

This incentive part of fiscal package 2019 was 
implemented via amendment of law 92/2015 
“On VAT”55, provided that supply of agricultur-
al machinery and supply of agricultural inputs 
such as chemical fertilizers, pesticides, seeds 
and seedlings, except hormones, listed and de-
fined via DCMs are exempted from VAT.
(2) The introduction of the above-mentioned incen-

tive with the 2019 fiscal package was followed by 
reducing the VAT rate to farmers registered with 
VAT from 20% to 6%. Such reduction created a 
lot of complaints and discussions, mainly from 
the collectors, which evidently benefited more 
from the implementation of a 20% VAT compen-
sation rate.

55  Amended with Law no. 96/2018, dated 03.12.2018

It is worthy of mentioning that in 2014, the Gov-
ernment introduced via a specific instruction56 
the VAT acknowledgement for compensation 
purposes of the agricultural products by 20% 
compared to the previous 6% for agricultural 
producers and collectors, by defining in detail 
the way of functioning of the respective scheme 
and by creating uniformity in the application 
of VAT. Government, farmers and collectors 
considered the new instruction by that time as 
an opportunity to create new, formal and safe 
markets for the farmers by providing them with 
NUIS and a compensation of 20%. The previ-
ous schemes aimed at providing support to the 
farmers by providing only 6% of reimburse-
ment, but on the other hand that incurred addi-
tional costs for the collectors, for whom it was 
impossible to charge (except to the final cus-

56  Instruction of MFE No. 19 dated 03.11.2014 “For the 
Implementation of the Special Regime for the Compensation 
Scheme of the Agricultural Producers for Value Added Tax 
Purposes”.
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tomer) with the difference of 14% between the 
VAT in the purchase and the sale of the product. 
This incentive and its expectations were subject 
to analysis by the Secretariat and discussions in 
the IC Meeting No.6. 
According to collectors, the scheme is not any 
more attractive following the 2019 amend-
ment, while according to the government, 
2014th measure benefits were not transferred 
as such to farmers, but were mainly the collec-
tors that benefited from 20% VAT compensat-
ed rate.   
(3) Starting from 2021, the GoA will remove 

the excise, carbon and road tax from the 
final fuel price needed for farmers to cul-
tivate the farmland. Such a measure is 
thought to boost further the formalization 
of farmers registered with NUIS, reducing 
the costs of the primary products, which 
would potentially be more competitive 
in the region. The scheme of support will 
be introduced via an electronic solution 

which would potentially avoid any fraud 
with the scheme.

(4) National AZHBR and IPARD schemes with 
grants with several measures:

A. National Schemes of Support:
Measure 1: Matriculated base bunch
Measure 2: Apiculture
Measure 3: Funding for thermal plastic 
replacement
Measure 4: Planting of medicinal and ar-
omatic plants
Measure 5: Support for organic farms
Measure 6: Global Gap certification
Measure 7: Investments in agro-tourism

B. IPARD Program:
The IPARD program is financial support 
for agriculture and rural development 
from EU funds (75%) and the Albanian 
government (25%).
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ANNEX 17
Investing Procedures in 
Agro-processing

PROCEDURE RESPONSIBLE AUTORITY TIME FRAME COST

Regjistrimi fillestar i biznesit QKB/online 1 ditë 100 ALL / pa kosto

PRIMARY PRODUCTION

Registration in the Regional Directorate of 
Agriculture

Obtaining a license for primary production NBC 2 days 100 ALL

Registration for primary production 
activities

MARD - -

Obtaining the internal phytosanitary 
certificate

Regional Directorate of Agriculture 2 days
1000 ALL – 3000 
ALL

Obtaining the authorization of the primary 
producer for the issuance of the Plant 
Passport

MARD - -

Obtaining certificates for professional use 
of plant protection products (poisoning and/
or high poisoning)

Regional Directorate of Agriculture - -

Special regime – 
fruit trees

Obtaining permission to cut sporadic fruit 
trees, fruit tree plantations and land use 
changes from orchard to arable land

MARD - -

Special regime – 
primary production 
of grapes and viti-
culture

Declaration of vineyard conditions

MARD - -
Declaration of grape harvest

Regjim i veçantë 
– prodhim primar 
organik

Special regime - primary organic 
production

MARD - -

PROCESSING OF FRUITS AND VEGETABLES

Obtaining a license for the production, pro-
cessing and distribution of food - including 
plant origin (L- II.1.A.1)

NBC
26 working days

100 ALL

Notice on “Production, processing and 
distribution of food for human consumption 
– retail”

NFA - -

Registration of food enterprises and assign-
ment of unique identification number

MARD - -

Notification / approval of the label NFA 30 days Pa kosto

Obtaining environmental permits A, B & C NBC

Type A: within 66 
working days from 
the date of appli-
cation.
Type B: within 46 
working days from 
the date of appli-
cation.
Type C: within 31 
working days from 
the date of appli-
cation.

100 ALL application
+
Type A: 50000 ALL
Type B: 30000 ALL
Type C: 10 000 ALL
+
Annual tax:
Type A: 10 000 ALL
Type B: 5 000 ALL
Type C: 2 000 ALL

Special regime - 
wine and processing 
of grape products

Declaration of processing conditions and 
capacity and declaration of quantity of wine 
produced and other grape products MARD - -

Obtaining authorization for the use of oeno-
logical products

Regjim i veçantë –
përpunimi organik

Notification about the change in biological / 
organic processing

MARD - -

Obtaining origin and geographical designa-
tion protection

General Directorate of Industrial 
Property

3 months
500 – 8 000 ALL 
per application

Obtaining the label "Traditional food prod-
uct"

MARD - -
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EXPORT

Obtaining the phytosanitary certificate for 
export

Regional Directorate of Agriculture 2 days
1 000 – 2 000 ALL 
(Depending on the 
quantity)

Obtaining the certificate of origin GDC - -

Phytosanitary inspection of exports at the 
border

NFA 1 hour

- for the inspection 
of documents 500 
ALL for each ship-
ping;
- for identity inspec-
tion 500 ALL for a 
normal container 
or shipment / 1000 
ALL for a large trail-
er or shipment;
- for phytosanitary 
inspection the fee 
varies from 1000 
to 3000 ALL per 
load depending on 
the type of plant 
product

Registration as an economic operator in the 
Asycuda World system

GDC - No cost

OTHER PROCEDURES

Authorization for exemption from VAT on 
import of machinery / equipment GDC 15 days -

STRATEGIC INVESTMENT

Based on law no. 55/2015 ‘On strategic investments in the Republic of Albania’, the sector ‘Agriculture 
(Large agricultural farm) and fisheries’ is considered a strategic sector. The criteria for obtaining the 
status and the relevant procedures are as follows:

STATUS STRATEGIC INVESTMENT/ INVESTOR, 
ASSISTED PROCEDURE

STRATEGIC INVESTMENT / INVESTOR, 
SPECIAL PROCEDURE

Investment value ≥ 3 000 000 € ≥ 50 000 000 €

Jobs created Minimum 50 new jobs -

PROCEDURE RESPONSIBLE BODY TIME FRAME COST

Preliminary assessment of the strategic 
potential of the project and assistance 
from AIDA

One stop shop - AIDA No cost

Application to AIDA AIDA
Fee for administrative 
costs and services – 
70 000 ALL

Technical, financial and legal evaluation 
of the file 

Operational group

30 days (+ 10 days 
in case of reviewing 
additional documen-
tation)

Fee for managing 
strategic investment 
procedures  – 15 000 
ALL

Evaluation and decision making by the 
Strategic Investment Committee (SIC)

SIC 30 days (+ 10 days) No cost

No cost

* The application for strategic status is made after the registration of the subject in the NBC.

DOMESTIC PRODUCTION, IMPORT
SUBSTITUTION AND INVESTMENT
PROMOTION IN AGRO-PROCESSING

716 717



BIBLIOGRAPHY

1. National Strategy for Development and 
Integration 2015-2020 

2. Inter-Sector Strategy for Agricultural and 
Rural Development 2014-2020

3. EBRD - New Agribusiness Strategy.

4. World Bank (2018). Competitive Fruit and 
Vegetable Products in Albania. Finance, 
Competitiveness and Innovation in Focus. 
World Bank Group, Washington DC

5. GIZ (2019). Programme for “Sustainable 
Development in Rural Areas in Albania”

6. INSTAT (2019). Labor Market 2019

7. INSTAT (2019). Agriculture Statistical 
Yearbook 2019

8. MARD (2020). Data provided for this study

9. EU. Albania Progress Report 2019/2020.

10. World Bank (2020). Albania Credit Guarantee 
Scheme Assessment. The World Bank Group. 
Finance, Competitiveness and Innovation 
Global Practice.

11. OECD (2019). Access to finance for SMEs 
(Dimension 6) in the Western Balkans and 
Turkey.

12. WEF (2019). Competitiveness Indicators 
Report.

13. Bank of Albania Supervisory Report 2019 (and) 
INSTAT (2014). Nomenclature of Economic 
Activities.

14. Dushku, E.; Ceca, K. (2017). Agricultural 
Enterprises in Albania and their Financing, 
Bank of Albania.

15. Bank of Albania (2019) Supervisory Report 
(and) Department of Financial Statistics in 
October (2020).

16. World Bank (2018). Albania MSME Finance 
for Growth Assessment. The World Bank 
Group.

17. World Bank (2018). Competitive Fruit and 
Vegetable Products in Albania. Finance, 
Competitiveness and Innovation in Focus. 
World Bank Group, Washington DC.

18. Law no. 9362 “On Plant Protection Service”, 
Law no. 9863“On Food”, Law no.10433 “On 
Inspection”.

19. UNECE- “Regulatory and Procedural Barriers 
to Trade in Albania”- 2016.

20. https://bujqesia.gov.al/shengeni-ballkanik-
shqiperia-dhe-maqedonia-e-veriut-
nenshkruajne-marreveshjen-per-shkembimin-
tregtar-te-produkteve-bujqesore/

21. Law no.18/2019

22. DCM  No.251, dated 24.4.2019

23. Law no.9199/2004

24. Skreli, E. & Imami, D. (2019). Greenhouse 
vegetable sector in Albania. AASF

25. Skreli, E. Imami, D. 2019. Chestnuts Sector 
Study. Albania Agribusiness Support Facility 
(AASF). 

26. Insurance Supervision Agency (2015) 
“Agriculture Insurance In Macedonia”

27. https://www.bankofalbania.org/rc/doc/RV_I_
MBIKEQYRJES_2019_shqip_17202.pdf

28. https://wiiw.ac.at/regional-economic-
cooperation-in-the-western-balkans-the-role-
of-stabilisation-and-association-agreements-
bilateral-investment-treaties-and-free-trade-
agreements-in-regional-investment-and-trade-
flows-p-5362.html

29. http://www.azhbr.gov.al/

30. https://slidelegend.com/agro-processing-risi-al

bania_59c27f551723dd1242167721.html

31. http://risialbania.al/index/wp-content/
uploads/2016/04/Agroprocessing-Research-
on-Financial-Needs.pdf

32. http://www.ruralfinanceandinvestment.
org/sites/default/files/1153150977482_
Back_5_5____FAO_Insurance_Innovations.pdf

33. https://drive.google.com/file/d/1OQ0VpM-_
Egt3WOEy-1RtgUMl1CXGaMPH/view  

34. https://anrd.al/wp-content/uploads/2016/04/
Strategjia-Nder-Sektoriale-ZhB.pdf 

35. https://drive.google.com/file/d/1cGfpcEt6FogsB
NqiFfIDBxXxJ0ZN7Bcd/view - 

36. http://rcgf.al/index.php/company-overview/

37. https://aasf.com.al/

38. https://aasf.com.al/wp-content/
uploads/2020/05/KartatTeknologjikeWEB.pdf

39. https://otpbank.al/en/lajmet-en/
banka-otp-albania-joins-the-ebrds-
trade-facilitation-program-for-
facilitating-trade-risk-sharing-and-financing-
of-large-and-medium-enterprises/

40. https://issuu.com/aabshshb/docs/raporti_
vjetor_2019-en

DOMESTIC PRODUCTION, IMPORT
SUBSTITUTION AND INVESTMENT
PROMOTION IN AGRO-PROCESSING

718 719



19

Innovation in Entrepreneurship as a
Challenge for Increasing Competitiveness 
and the Engine of Economic Growth

Tirana, March 2021

BACK TO
CONTENT720



T his working document was prepared in the frame of 
Meeting XXII of the Investment Council (10 November 
2020) by the experts of the Secretariat of the 

Investment Council, Mr Elvis Zerva, Legal and Regulatory 
Expert, Ms Elida Fara, Economic Expert, Ms Xaira Shurdha, 
Monitoring and Liaison Expert, under the direction of the Head 
of the Secretariat, Ms Diana Leka (Angoni). Supported in the 
organisation of meetings with partners, and language editing of 
the material, Ms Elisa Lula, Administrative and Communications 
Officer of the Secretariat. We thank the private companies, 
business associations, state institutions (Ministry of Education, 
The National  Agency  of  Scientific Research  and Innovation, 
Ministry of Finance and Economy, etc.), independent experts, 
Universities (Marin Barleti, Luarasi, UT-Faculty of Economics), 
donor projects (GIZ-Proseed) that collaborated with the 
Secretariat in the preparation of this material with the most 
up-to-date information. The views expressed herein are those 
of the authors and do not necessarily reflect those of the 
Investment Council or the EBRD.

w w w . i n v e s t m e n t . c o m . a l

ABBREVIATIONS

AIDA  Albanian Investment Development Agency
ALL  Albanian Lek
DCM  Decision of Council of Ministers
EBRD  European Bank for Reconstruction and Development 
ECD  European Commission Delegation 
FDI  Foreign Direct Investment
GDP  Gross Domestic Product
GII  Global Innovation Index 
IMF   International Monetary Fund 
IC  Investment Council
ICS   Secretariat of Investment Council
ICT  Information Communication Technology
INSTAT  Albanian Institute of Statistics
MIE  Ministry of Industry and Energy
MITIK  Ministry of Innovation, Information Technology and Communication
MIPA  Ministry of State for Innovation and Public Administration
MESY  Ministry of Education, Sport and Youth 
MFE  Ministry of Finance and Economy 
NASRI  National Agency of Science, Research and Innovation 
NAIS  National Agency of Information Society
TEDA  Free Economic Area
WB  World Bank
WB  Western Balkans

INNOVATION IN ENTREPRENEURSHIP 
AS A CHALLENGE FOR INCREASING 
COMPETITIVENESS AND THE ENGINE 
OF ECONOMIC GROWTH

722 723



CONTENTS

INTRODUCTION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 725

METHODOLOGY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 727

CONTEXT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 728

FINDINGS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 737
1. The governance of the Innovation Ecosystem in Albania 
from a business perspective . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 737
2. Business versus Innovation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 741
3. Financial Resources Supporting Innovation in Albania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 747
4. Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 749

RECOMMENDATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 752
1. Governance - Legal and Regulatory Framework . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 752
2. Quadruple helix cooperation (Government - University –Business 
- Civil Society/Media) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 754
3.  Access to finance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 755
4. Drive digital economy sector potentials and creation 
of synergies among  stakeholders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 755

ANNEX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 757

BIBLIOGRAPHY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 759

W hile COVID-19 continues to cause 
devastating disruption to the 
global economy, it is also urging 
remarkable global transforma-

tions and innovation throughout different indus-
tries. These turbulent times have opened the door 
to innovative business prospects, which lead to-
ward new real business opportunities.  Will these 
new risky “opportunities” present in the time of 
COVID-19, turn into systematic growth opportu-
nities after the pandemic?  The digital transition 
will have a lasting impact on society.  How are 
we supposed to build an inclusive digital econo-
my in the wake of COVID-19? How are we going 
to react since not everyone can go “fast digital”? 
To successfully overcome challenges and sus-
tain results, recent research shows that a robust 
supporting framework remains crucial. It can 
help business leaders to discover new innovation 
capabilities within their organisations and deter-
mine how best to invest their resources into long-
term success.1 
COVID-19 inflicted a staggering toll on Albani-
an firms, but the country is not an outlier in the 
extent of the impact: 71% of firms in Albania re-
ported a decrease in demand, which is less se-

1  A framework for Innovation in the COVID19 Era and 
Beyond (17 February 2021)

vere than in Greece and Moldova, comparable 
to Italy, Georgia and Bulgaria, and worse than in 
Slovenia and Croatia. Nevertheless, the Albanian 
firms were remarkably flexible, showing that the 
acceleration in digitalisation may enhance firms’ 
ability to cope with the crisis and expand access 
to the new markets and increase sales2. 
According to the 2020 EU Albania Progress Re-
port - Albania has made some progress and is mod-
erately prepared in developing a functioning market 
economy.3 More specifically, Albania’s competi-
tiveness has improved in infrastructure, energy, 
transport and digital communication, but it “is 
hindered by lack of entrepreneurial and technolog-
ical know-how, a significant skills gap, weak insti-
tutions and low levels of investment and infrastruc-
ture quality. At the strategic level, the Albanian 
Government’s commitment to digitalisation and 
innovation is already evidenced across several 
strategic initiatives and policy documents (re-
gional, national, or as part of the compliance with 
EU approximation process, OECD, etc.)4, also 

2  https://blogs.worldbank.org/developmenttalk/covid-19-
impact-albanias-private-sector-taking-stock-looking-ahead

3  Albania has made some progress and has some level 
of preparation in terms of capacity to cope with competitive 
pressure and market forces within the Union. Infrastructure 
on energy, transport and digital communication, as well as 
educational outcomes have improved, but significant gaps 
remain compared to regional and European levels.

4  Smart Specialization (S3)
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supported by relevant donor projects, initiated 
even before the COVID-19 pandemic. Although 
Albania is participating in many EU programs, it 
is noted limited access of Albanian private sec-
tor to relevant projects (such as COSME, Horizon 
2020, Erasmus Plus), compared to others in the 
region.
As of January 2021, Innovation in Entrepreneur-
ship is considered a top priority by the members 
of the Investment Council (IC). The issue has 
already been prioritised by IC since 2017 when 
discussing about the quality of skills and invest-
ment opportunities to new Albanian evolving 
sectors5. 
The main objective of this study is to accelerate 
the speed of the national agenda on business inno-
vation to timely maximise the impact of the current 
country’s intervention and received support. Also, 
this study aims to stimulate further the debate on 
how Albanian businesses (especially SMEs) can 
also be “producers” of innovation in the context 
of the digital economy, and not just “consumers”. 

5  https://www.investment.com.al/meeting/ic-meeting-9-
labour-market-skills-in-the-bpo-sector/ 

More specifically, based on recent feedback re-
ceived by the private sector (75 companies), this 
analysis aims to address issues related to (1) In-
novation and the role of public institutions to enable 
proper functioning of the ecosystem for Albanian 
businesses to absorb the potentials offered by inno-
vation; (2) Challenges of Albanian companies on 
how to deal with their inability to innovate; and (3) 
Interaction and support provided through various 
instruments (or even donors) towards business in-
novation.
For the purposes of the analysis, the Secretariat 
referred to the comprehensive definition of in-
novation provided by OECD6. OECD defines in-
novation based on 4 pillars: the implementation 
of a new or significantly improved product (good 
or service), or process, a new marketing meth-
od, or a new organisational method in business 
practices, workplace organisation or external 
relations. It enables for an overview of both inno-
vation that start-ups bring into the economy and 
innovation embraced by existing companies

6  OECD 2005

w w w . i n v e s t m e n t . c o m . a l

T he methodology of the study includes 
the use of qualitative and quantitative 
data gathered from secondary and 
primary sources and builds on a se-

ries of steps taken by the Secretariat to stimulate 
the debate on innovation, as follows:

 » Desk research of national and international 
analyses and reports, documents, laws and 
by-laws related to different dimensions of 
innovation.

 » Analysis of official information from second-
ary sources (INSTAT, WB, GDT, etc.) and key 
information/data related to direct interviews 
with innovation ecosystem stakeholders.

 » A set of questions on “Innovation in entre-
preneurship as a potential driver to eco-
nomic growth” was sent to all IC members 
and partners to receive their perspective 
on issues related to (1) Innovation and the 
role of public institutions to enable the proper 
functioning of the ecosystem, (2) the challeng-
es of preparing the Albanian enterprise in the 

face of innovation or the inability to create in-
novation, (3) interaction and support through 
various instruments, or even donors towards 
business innovation.

 » A questionnaire was developed by ICS to ex-
plore business perception on innovation eco-
system, challenges and opportunities faced 
and information on  available domestic and 
international funds financing innovation of 
the private sector. A total of 75 companies par-
ticipated in the online questionnaire.

 » 30 virtual meetings were held during Feb-
ruary-March 2021 with different ecosystem 
actors: public institutions, public and private 
universities, donors, start-ups and estab-
lished businesses working in the area of in-
novation.

 » 1 focus group was held on 12 March 2021 with 
around 33 participants to discuss findings 
and issues raised in the Secretariat’s survey 
and through direct consultations with stake-
holders. 

METHODOLOGY 

INNOVATION IN ENTREPRENEURSHIP 
AS A CHALLENGE FOR INCREASING 
COMPETITIVENESS AND THE ENGINE 
OF ECONOMIC GROWTH

726 727



A lbania ranks 83rd in the Global In-
novation Index7 compared to 131 
world economies (39th in the 39 
European economies). For the last 

three years (2018-2020), Albania’s position 
has been stable in 83rd place, with no major 
improvement in the global ranking. Albania 
performs better under the component of In-
stitutional and Infrastructure area, and 
worse in Knowledge & technology outputs 
and Human capital and research areas8. 
The capacity for research, development and 
innovation is considered very low, as public 
spending on research remained negligible at 
0.06% of GDP9, and the proportion of compa-
nies investing in R&D (about 15%)10 is the sec-
ond-lowest in the region. Albania ranks par-
ticularly low for innovation capability (110th 

7  https://www.wipo.int/edocs/pubdocs/en/wipo_pub_
gii_2020/al.pdf 

8  For more information, please click here

9  Albania ERP 2021-2023

10  Albania Enterprise Survey 2019, WB, EBRD, EIB 

of 141) and R&D (126th) in the Global Compet-
itiveness Index.
 Figure 1.  Albania’s Ranking in the 2020 GII 

CONTEXT

Source:  GII Report 2020
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In the last published SME Policy Index 201911, 
OECD states that Albania is a mid-level per-
former on innovation policy in the region 
(ranked fifth out of the seven Western Balkans 
economies for this dimension). Albania12 is still 
the regional leader for the operational environ-
ment of SMEs, thanks to the strides made in 

11  https://www.oecd.org/countries/albania/sme-policy-index-
western-balkans-and-turkey-2019-g2g9fa9a-en.htm 

12  Despite its score falling from 4.32 to 3.99 since the last 
assessment

business registration and licensing, as well as 
the delivery of public services. This policy dimen-
sion13 represents Albania’s strongest performance.  
However, there are no particular areas of inno-
vation policy in which Albania stands out as it 
scores close to the regional average across all 
sub-dimensions.

13  With a comparable score to Montenegro (2.53), Albania 
only outperforms Kosovo (2.40) and Bosnia and Herzegovina 
(1.86).

 Table 1.  Innovation Policy for SMEs 

ALB BIH KOS MKD MNE SRB TUR BP

Strategic approach 3.60 2.25 2.90 3.80 3.45 3.60 4.60 3.46

Co-ordination of innovation policy 2.33 1.44 2.33 3.67 2.33 3.67 5.00 2.97

Implementation of innovation policy 2.57 1.86 2.43 4.14 2.57 4.14 3.57 3.04

Policy framework for Innovation (Weighted average ) 2.83 1.89 2.55 3.94 2.79 3.88 4.17 3.15

Incubators and accelerators 1.71 2.24 3.00 3.14 3.00 3.43 4.43 2.99

Technology extension services for established SMEs 2.50 1.00 1.00 2.67 1.00 1.00 3.00 1.74

Government institutional support services for innovative 
SMEs (Weighted average) 2.03 1.74 2.20 2.95 2.20 2.46 3.86 2.49

Direct financial support 3.80 2.53 3.40 4.20 3.40 4.20 4.80 3.76

Indirect financial support 1.00 1.00 1.00 1.22 1.00 1.00 3.44 1.38

Government financial support services for innovative 
SMEs (Weighted average) 2.68 1.92 2.44 3.01 2.44 2.92 4.26 2.81

Innovation voucher schemes and co-operative grants 2.00 1.67 2.00 3.00 2.00 4.00 3.00 2.52

Institutional infrastructure for industryacademia co-operation 1.80 1.67 2.40 2.80 2.80 3.00 4.60 2.72

Intellectual property rights 2.50 2.50 2.50 3.00 2.50 3.50 4.50 3.00

SME and research institution collaboration and 
technology transfer (Weighted average) 2.02 1.83 2.26 2.92 2.42 3.5 3.94 2.70

Overall Score for Innovation Policy 2.48 1.86 2.4 3.35 2.53 3.33 4.08 2.86

Source: SME Policy Index, Western Balkans and Turkey OECD 2019
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In 2019, a joint assessment by the European Un-
ion, OECD, EBRD, and ETF assessed the pro-
gress made by Albania in implementing the SBA 
over the period 2016-2018. One of the recognised 
priorities was the need to support innovation in-
frastructure to advance business-academia collab-
oration.
Although the COVID-19 pandemic caused nega-
tive effects on our economy, it also accelerated 
the use of innovative business tools. Our COV-
ID-19 Survey (April 2020) showed that com-
panies became more aware of online services’ 
potential opportunities and the importance of 
using innovative business ideas, especially for 
business continuity measures. Around 75% of 
companies declared to have used online servic-
es, and 81% stated that they would continue to re-
use them in the future. Furthermore, when asked 
about their future plans on innovation, 38% of the 
companies were positive in changing their in-
vestment plan in the direction of online services. 
GII 2020 report states that “Once the COVID-19 
pandemic is under control, it is crucial that support 
for innovation widens beyond the health sector and 
that government innovation expenditures com-
pensate for any falling private sector innovation 
funding. The impacts of the pandemic on science 
and innovation systems should be monitored. Some 
positive effects have already been noted, such as the 
unexpected level of international collaboration in 
science and the reduction of red tape for scientists. 
Some aspects, however, are alarming, such as the 
standstill of major research projects and the possi-
ble (and uneven) reduction of R&D expenditures in 
some fields.”
INSTAT14 analyses (2017-2019) show that in Al-
bania, only 38% of companies declare to carry 

14  INSTAT, click here. 

out an innovation activity, mainly companies op-
erating in the service sector (42.2%)15  and com-
panies operating in the industry sector (34%)16. 
No active participation in innovation is observed 
by companies operating in priority sectors such 
as Agriculture and Tourism. 
In the 2020 EU Report Progress, Albania is con-
sidered at an early stage in the area of science and 
research. Some progress was made during 2020, 
especially with the completion of the mapping 
phase of the Smart Specialisation Strategy. The 
development of a Smart Specialisation Strategy 
(S3) started in 2017 under the lead of the Ministry 
of Education, Sports and Youth, in cooperation 
with the European Commission; a road map for 
the S3 process was drafted, and the mapping 
phase of the S3 process was completed in De-
cember 2019 with EU support17. 
Also, in the Commission’s assessment on Eco-
nomic Reform Programme of Albania 2020-
2022, it is observed that the Government shall im-
prove the provision of technical support services for 
micro, small and medium-sized enterprises, includ-
ing through the development of a support network to 
help them upscale, invest, innovate, digitalise and 
export. Currently, a new Business and Invest-
ment Development Strategy (2021-2027) is under 
discussion, planned for approval in late 2021.
Albania continues to implement the South-East 

15  Trade, Transport and Storage, Information and 
Communication, Financial Services and Insurance

16  Extractive Industry, Manufacturing, Energy, Water supply; 
Waste removal, and activities in Waste treatment

17  It is of a special importance use of European Structural 
and Investment Funds to bring the regions into the 
innovation economy. Smart Specialisation Strategies should 
be strengthened and streamlined to enable interregional 
innovation support. Synergies should be created, with the 
Horizon Europe Programme, Invest EU Programme, the 
European Social Fund, the Erasmus+ Programme, the Digital 
Europe Programme, the Common Agricultural Policy and other 
programmes.
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Europe 2020 regional initiative and actions un-
der the Western Balkans Multi-Annual Action 
Plan for the development of Regional Economic 
Area (MAP-REA)18. Albania performs reasona-
bly well in terms of mobile broadband penetration 
(around 63%), while fixed broadband penetration 
in households remains a challenge. Approximately 
38% of the population has access to fixed inter-
net whilst the gap between internet access in ru-
ral and urban areas remains huge. E-commerce 
is hindered by challenges in consumer protec-
tion legislation and lack of digital skills is still 
present19.
The Government of Albania has also affirmed its full 
commitment to SDGs Agenda 2030. Innovation is 
included within Goal 9, ‘Industry, Innovation and 
Infrastructure’ of the 2030 Agenda for Sustaina-
ble Development, aiming to promote sustainable 
industries and invest in scientific research and 
innovation to facilitate sustainable development.  
Albania has prepared a SDG baseline report to 
explore the specific components of the National 
Strategy on Development and Integration (NSDI) 
pillars to support SDG action. Key challenges in 
this process include, among others, “the identifi-
cation of policy gaps” and “acceleration of action in 
priority areas,” including the monitoring and re-
porting institutions20.
Based on the above complex dynamics and findings 

18  The Multi-annual Action Plan (MAP) for a Regional 
Economic Area (REA) in the Western Balkans Six (WB) 
(endorsed by Western Balkan Prime Ministers at the Trieste 
Summit July 2017), helps boost regional economic cooperation 
through furthering regional trade integration, enhancing 
competitiveness and unleashing potentials for growth, 
promoting the region as an unique space for investment, 
creating better conditions to ensure free movement of 
professionals and skilled people, and connecting digitally 
businesses and citizens

19  MAP REA Report 2019

20  https://sustainabledevelopment.un.org/memberstates/
albania 

from our recent consultation on private sector inno-
vation perception21, the ecosystem of innovation in 
Albania is considered at a very early stage. However, 
a substantial number of actors are functional but 
without a clear vision and sometimes overlapping 
each other. There are ongoing projects aiming at 
supporting companies in the different stages of inno-
vation, although these initiatives remain without a 
capitalisation objective of all knowledge transferred. 
There is a lack of consolidated information on donor 
mapping in terms of available funds on innovation 
financing. Universities are not playing a proactive 
role in ensuring a secure link between the labour 
force and the business to ensure sustainable systems.

1. LEGISLATION  AND INSTITUTIONAL 
FRAMEWORK
Under this section, it is provided only a short 
summary of the main applicable framework of 
strategies, institutions and main legal acts rel-
evant to innovation, including but not limited 
only to ICT.  We note that the institutional and 
legal frame that covers several segments related 
to innovation and which provides for a mixture 
of definitions on innovation is extensive if con-
sidering the e-commerce, public digitalisation 
units, databases and services, electronic doc-
ument and electronic signatures, internet and 
broadband infrastructure, etc. 
The purpose of the summary is to highlight the 
context of key developments with a focus on in-
novation, research, and development. Its main 
objective remains to highlight recent dynamics 
related to governance and new opportunities 
for the innovation market that derives from such 
legislation.

21  Secretariat consultations during February – March 2021
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a. National strategies
THE CROSS-CUTTING “DIGITAL 
AGENDA OF ALBANIA 2015-2020”22  
Rather than a dedicated strategy to innovation, 
it was an umbrella of all the objectives and goals 
in the frame of Information and Communication 
Technologies with the key focus digitalisation. 
The strategy was prepared by the Ministry of 
State for Innovation and Public Administration. 
It included and endorsed a general spectre of 
activities that were cascaded by Digital Agen-
da for Europe and its priority dimensions23. The 
footprint of the objectives, goals and strategy 
was based on an overall overview of all the prem-
ises for the development of ICT and digitalised 
services both in the private and public sector. It 
included ICT infrastructure and education, inter-
net, development of broadband, e-Government 
and information society services, electronic 
communication. 
Innovation was part of the pillar ‘scientific re-
search and innovation’ with focus: (a) expand and 
increase the quality of the scientific research and 
innovation in Albania based on the OECD indi-
cators; (b) actively increase the inclusion of the 
scientific research institutions in the European 
Research Area (ERA), (c) improve the quality and 
orientation of the scientific research toward the 
market needs through the strengthening of ties 
of national and international programmes with 
the business. 
From the business perspective, the strategy’s focus 
was on SMEs innovation and ICT development for 

22  Approved with DCM No. 284 dated 01.04.2015 and 
preceded by the Cross-Cutting Strategy on Information Society 
2008 – 2013 and National ICT Strategy 2003.

23  (1) A single digital market; (2) Standards and interaction; 
(3) Faith and Security; (4) Access to Fast and Ultra-Fast 
Internet; (5) Research and Innovation; (6) Improvement of 
Knowledge, Skills and Digital Inclusion; (7) ICT benefits for the 
whole society.  

small and average-sized businesses. Its main objec-
tive was to increase by 50% the number of businesses 
using ICT and by 10% the number of businesses in 
the ICT sector24.

NATIONAL STRATEGY ON SCIENCE, 
TECHNOLOGY AND INNOVATION 2017-
202225 
Prepared by the Ministry of Education, Sports 
and Youth, the strategy endorses the following 
principles, which focus mainly on scientific re-
search component: (1) Maximising the results 
of scientific research at the national level; (2) 
Strengthening international and regional links 
in the field of scientific research; (3) Opening 
the national market for foreign researchers; (4) 
Increasing gender equality between researchers 
in universities and research centres; (5) Open 
access to scientific information. The main and 
only correlation with business is the provision of the 
Triple Helix mechanism as a means for cooperation 
between the institutions-academia-business-civil 
society.

ECONOMIC REFORM PROGRAM 2021-
2023 (ERP)26  
The main strategic document tackles innovation 
from a strong business perspective and focuses on 
the reform pillar research, development, innovation 

24  The maximum utilization delivered by ICT potentials, 
not only in the field of bidding, for new digital products and 
services, but also by the demand, for a smarter utilization of 
these technologies. SME investments in the communication 
technologies create the premises and opportunities for the 
increase of competition for them. In relation to this, work will 
be carried out to stimulate the skills of Albanian businesses to 
develop, utilize, adjust and commercialize technologies and 
ICT.

25  Approved with DCM No. 710 dated 01.12.2017 and 
preceded by the Strategy On Science Technology and 
Innovation 2009-2015.

26  Approved with DCM No.37 dated 27.01.2021.
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and digital economy. The main reforms under this 
pillar are: (1) Improving institutional, financial 
and human capacities for research and inno-
vation; and (2) Development of broadband in-
frastructure and digital economy. The program 
considers actions and measures with specific 
timelines, starting from the approval of legisla-
tion on innovative start-ups and consolidation of 
the start-up ecosystem, an increase of access to 
finance for start-ups through establishing of an 
innovation fund, effective functioning of triple 
helix mechanisms, development of innovative 
solutions with sectorial approach (government, 
health, etc.). ERP 2021-2023 makes reference to the 
same pillars of measures as stated in the above strat-
egies, but with a dedicated focus to entrepreneurship 
and shall serve as the benchmark document for 
measuring the achievements towards the goals.

b. Alignment of policy innovation priorities 
across different institutions
The policy-making institution in the field of 
technology and innovation was initially MITIK - 
Ministry of Innovation, Information Technology 
and Communication. It was established with a 
focus on promoting the ICT sector in public ser-
vices and fostering innovation. After 2013, pol-
icies in the field of technology and innovation 
were included within the scope of the activity of 
the Ministry of State for Innovation and Public 
Administration27 and the Ministry of Economic 
Development, Trade, Tourism and Entrepre-
neurship. While as 2017, with the reorganisation 
of the ministries, the Ministry of State for Inno-
vation and Public Administration was dissolved, 
and its functions were divided between several 

27  DCM No 943, dated 9.10.2013 “On determination of the 
area of state responsibility of the minister of state for innovation 
and public administration”

institutions such as the Ministry of Energy and 
Infrastructure, the Ministry of Education, Sports 
and Youth and the Ministry of Finance and Econ-
omy. On the other hand, the Ministry of Econom-
ic Development, Trade, Tourism and Entrepre-
neurship was dissolved, and its functions and 
responsibilities were transferred to the Ministry 
of Finance and Economy and the Ministry of 
Tourism and Environment. 
At the agency level, NAIS and NASRI are among 
responsible institutions having innovation with-
in their scope of activity. NAIS provides for poli-
cies, strategies and regulates the ICT sector, ex-
cluding the field of electronic communications. 
NAIS is also a provider of ICT services and elec-
tronic services to citizens, businesses and public 
administration28. NASRI has the mission to pro-
mote research and innovation through the sup-
port, monitoring and evaluation of programs and 
projects in the field of science, technology and 
innovation (STI), as well as administering and 
updating the national database on research and 
innovation29. In general, while scientific research 
has been part of education policy, innovation has 
remained a pillar without a clear institutional do-
main.

c. A snapshot of main legal initiatives to 
support innovation and technology
Fiscal measures and incentives to support inno-
vation and ICT. Under the 2017 Fiscal Package30, 
it was provided a reduction of  the coorporate tax 

28  DCM No. 673, dated 22.11.2017 On the Reorganization 
of The National Information Society Agency, Amended By 
Decision No. 36, Dated 24.1.2018, With Decision No. 448, 
Dated 26.7.2018, With Decision No. 872, dated 24.12.2019

29  DCM No. 607, dated 31.8.2016 On the Establishment, 
Composition, Organization and Functioning Of The National 
Agency Of Scientific Research And Innovation (AKKSHI)

30  Law No. 105/2017 dated 30.11.2017 and DCM No. 730, 
dated 12.12.2018.
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of legal entities operating in the field of “software 
production” from 15% to 5%. This incentive was 
designed in the frame of sectorial fiscal incen-
tives as an instrument to support and maintain 
intellectual capacities within the country as a 
key factor for technological and economic devel-
opment. Although quite appreciated by the busi-
ness, still there is no official publication of the 
impact of such fiscal stimulus on the growth of 
the ICT sector. According to data received from 

GDT, we evidence an increase in the number of 
companies registered in the ICT sector with 46% 
from year 2018 to 2019, yelding a 12% increase in 
economic activity and 23% in the number of em-
ployees31. The impact was also confirmed during 
our consultation with business representatives 
from February – March 2021.

31  Secretariat’s own calculation based on data received from 
GDT

 Figure 2.  Data on ICT sector after fiscal incentive 

Source: GDT data, calculations of Secretariat 

National Plan for Sustainable 
Development of Digital Broadband 
Infrastructure 2020-202532

The document acknowledges the importance 
of ICT and digital transformation in social and 
economic development. To this end, high-speed 
broadband infrastructure is considered a top 
priority among the premises for supporting ICT, 
digitalisation and innovation in the country. The 
plan provides for 3 strategic objectives: (1) Sus-
tainable development of Broadband infrastruc-
ture; (2) Reducing digital sharing and providing 

32  Approved with DCM No.434 dated 03.06.2020

comprehensive broadband services; (3): Increas-
ing demand for the development of the digital 
economy and a Gigabit Society. These objectives 
are further disaggregated via specific objectives 
and timelines for the period 2020-2025, among 
which it is noted: By the end of 2025, a major city, 
major transportation corridors and strategic loca-
tions, to be covered by 5G connection. Taking into 
consideration the major investments required 
for its implementation, the plan provides for 
different financing models used for broadband 
infrastructure that includes both public and pri-
vate funds. 
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Law no. 9789/2007 ‘On the Establishment and 
Functioning of Economic Zones’ was amend-
ed by Law no. 54/2015 ‘On the Creation and 
Functioning of Technology and Economic De-
velopment Areas-TEDA’, provides for specific 
fiscal incentives for the economic activity of new 
industries, innovative technologies, information 
technologies, industries that meet international 
standards of pollution elimination, efficient in-
dustries on energy use as well as high productiv-
ity industries, in relation to employees. The main 
objective of this law was to attract potential for-
eign investors to develop a business model sub-
ject to financial and administrative incentives in 
a dedicated state property with infrastructure fa-
cilitated by the state. Although this law was sup-
ported by a set of by-laws33, as of today still there 
is not any TEDA functioning. On 16 March, under 
the Public Procurement Portal, was re-launched 
the procurement notice for TEDA Spitalla34.
Order No.1 dated 10.01.2017 of the Prime Min-
ister for Approval of the Action Plan 2017 - 2021 
“Support For the Development of Innovative 
Policies based in the “TRIPLE HELIX” Model”. 
The action plan provided for 12 activities and a 
large set of concrete measures to tackle sever-
al ecosystem issues in the frame of a dedicated 
working group. It included the creation of a virtu-
al network for support of innovation, promoting 
Business-Academia-Government cooperation, 
providing support for incubators and accelera-
tors programs, creating a network of business 
angels and a set of other measures. The Secretar-
iat could not find any official monitoring report 
on the activities run and measures implemented.
Draft law “For the Support and Development 

33  Regulation for Functioning of TEDA approved with DCM 
No.106 dated 10.02.2016

34  http://www.app.gov.al/GetData/
DownloadDoc?documentId=5aa06848-c8e1-4184-a96a-
6458f1bc850f

of Innovative Start-ups”  was prepared and 
launched for public consultation by the end of 
2020 as a co-initiative of the Ministry of Finance 
& Economy and the Ministry of State for Protec-
tion of Entrepreneurship. The draft law aims to 
create a regulatory and institutional framework 
that supports and favours the creation and de-
velopment of new enterprises in the area of tech-
nology and innovation, with high growth poten-
tial known worldwide as Innovative Start-ups. 
The draft law is launched in a context when the 
ecosystem of stakeholders is not yet consolidat-
ed, the number of donor projects initiatives and 
support have been very dynamic and when the 
market is demanding innovative products and 
solutions to increase the competitiveness of en-
terprises, especially in the context driven by Cov-
id-19 pandemic. The objectives of the draft law 
are the following:
1. Defining incentive mechanisms, which in-

clude fiscal facilities, programs and mea-
sures that support Innovative Start-ups in the 
initial phase of business (incubation period) 
and the creation of a favourable ecosystem 
for them in the Republic of Albania;

2. Defining the institutional framework and 
state bodies that are in charge of the tasks 
and competencies to support Innovative 
Start-ups;

3. Defining the criteria, rules and procedures 
that apply to the approval, support and mon-
itoring of Innovative Start-ups.

By the end of 2020, ICS facilitated the consulta-
tion of the draft law with the business communi-
ty and provided detailed comments to the work-
ing group on the articles and concepts included 
to support its further improvement and facilitate 
its implementation.
Law No. 66/2020, “For Technology-Based 
Financial Markets of Distributed Registers” 
(blockchain) adopted in 2020, follows a re-
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cent trend not only at the EU level, of adopting 
regulatory measures to control the use of “Dis-
tributed Ledger Technology-DLT” that enables 
cryptocurrency and digital tokens. The law en-
ables more inclusion of potential fundings from 
FINTECH, finding foreign alternative financial 
sources, and lowering payment services costs. 
It creates new potentials for start-up compa-
nies and new businesses operating in the field 
of innovation. The law will be followed with the 
respective by-laws, aiming to provide regulato-
ry functions of Supervisory Financial Authority 
(SFA), as the institution that evaluates and over-
sight all regulatory aspects and compliance with 
legal requirements. Additionally, they will pro-
vide detailed functions of the National Agency 
for the Information Society (NAIS), which evalu-
ates all aspects and technological requirements 
submitted by the entities seeking to obtain a li-
cense for using DLT.
The recently approved Law No. 162/2020, “On 
Public Procurement”, endorses the ‘partnership 
for innovation’ concept. Partnership for innovation 
is a specific form of public procurement aiming 
to develop an innovative product, service or work 
and subsequently purchase the resulting goods, 
services or works if they match the performance 
levels and minimum costs agreed between the 
contracting authority or the entity and the partic-
ipants’ enterprises in the procurement process. 
Pre-Commercial/Innovation Procurement 
mechanisms that enable the public sector to pur-
chase research and development (R&D) services 
for practical and/or sectoral  problems are used 
as means to foster innovation at the EU level. This 
instrument enables the commissioning of R&D 
services under a staged competitive process to 
allow the development of innovative solutions 
that meet the needs of a Contracting Authority. 
This approach is based on: 1. Risk-benefit shar-
ing according to market conditions; 2. Compet-

itive development in phases; and 3. Separation 
of the R&D phase from the deployment of com-
mercial volumes of final products. EU level offers 
several examples of successful pre-commercial 
procurement models, which can be further ex-
plored in the Albanian context.

Based on such ecosystem dynamics and in-
creased focus from the public and private 
sector on ICT and innovation, new initiatives 
have started to produce some positive impact. 
TUMO initiative and project35 is a model of 
effective Triple Helix model. It is a new kind 
of educational experience at the intersection 
of technology and design. The TUMO Centre 
for Educational Technologies began in Arme-
nia, with over 14,000 students now regularly 
attending centres throughout the country. 
TUMO has expanded on a global scale into 
Paris, Moscow, Beirut and Tirana. The proj-
ect crosses the will of several actors (TUMO, 
AADF, Municipality of Tirana, GoA) to es-
tablish a sustainable structure at the centre 
of Tirana focusing on the digital transforma-
tion of youth age from 12-18 years in several 
programs such as programming, animation, 
game development, graphic design filmmak-
ing, robotics, music, 3D modelling. TUMO 
confirmed to Secretariat that the projects and 
programs have been developing fast with high 
participation, while it is noted an increasing 
interest from businesses such as Banks and 
international BPO companies which are in-
terested in offering internships to the young-
sters. Similar models (lab techs) are being de-
veloped in Korca and Vlora, aiming to create 
a large pool of programmers for national and 
international companies.

35 1  https://tirana.tumo.al/program/
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1. THE GOVERNANCE OF THE 
INNOVATION ECOSYSTEM36 IN ALBANIA 
FROM A BUSINESS PERSPECTIVE 

1. Despite recent (national, regional and 
EU) dynamics, including fiscal stimu-
lation efforts,  the leadership and co-
herent approach to innovation in the 
entrepreneurship ecosystem – is still 
perceived as limited. It is currently evi-
denced as dispersed among several stra-
tegic documents (approved, outdated, in 
the process) or institutions/agencies that 
probably react to the “innovation” concept 
via specific measures and donor projects. 
There is no clear definition of the ecosys-
tem of innovation and not yet clear on how 
it should locally work in terms of the over-
all roles/functions of institutions (local, 
central, academia) and interactions with 
business/local actors. The above relates to 
the following: 

Institution
The institutional approach towards innova-

36  “Innovation ecosystem” is the term used to describe 
the various players, stakeholders, and community members 
that are critical for innovation. Each plays a significant role in 
creating value in the larger ecosystem by transforming new 
ideas into reality through access and financial investment.

tion is fragmented, with some focusing on 
ICT start-ups, others in digitalisation of public 
services, other in e-commerce and payment 
services or technology transfer. Innovation 
responsibilities are scattered among differ-
ent ministries and agencies without anyone 
taking the lead in the process. It is missing 
the integrated approach and synergy to timely 
capitalise ongoing initiatives and accelerate 
its impact in the local economic development 
of enterprises, especially of SMEs. 
Vision 
Despite increased awareness during recent 
years (e.g., ERP 2021-2023), the government’s 
vision in supporting innovation is still per-
ceived as limited, mainly focused on Informa-
tion Technology, and not keeping into consid-
eration innovations that bring potentials for 
strategic economic sectors. In this regard, if 
referred to the Strategy of Innovation, Science 
and Technology 2017-2022, it states that the 
“focus is on development of scientific research 
based on the Triple Helix model with the 
Ministry of Science and Youth being the re-
sponsible institution in collaboration with the 
National Agency of Science and Innovation”. 
While DCM no 1 dated 10.01.2017 for Approv-
al of the Action Plan 2017 - 2021 “Support for 

FINDINGS

INNOVATION IN ENTREPRENEURSHIP 
AS A CHALLENGE FOR INCREASING 
COMPETITIVENESS AND THE ENGINE 
OF ECONOMIC GROWTH

736 737



0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

52.8%little or no 
commitment

30.6%average
commitment

16.7%a lot of
commitment

 

 

36.1%

59.7%

4.2%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0%

Yes

No

not
interested

33.8%

64.8%

1.4%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0%

Yes

No

not
interested

the Development of Innovative Policies based 
in the “TRIPLE HELIX” Model” is assigned to 
the Ministry of Economy and Finance as the 
leading institution. In terms of entrepreneur-
ship, the Ministry of Finance and Economy is 
responsible for fostering and promoting inno-
vation, with AIDA as its subordinate agency. 
NAIS is also involved as an institution respon-
sible for implementing policies for the devel-
opment of Information and Communication 

Technology37.
In reference to the above, when surveyed com-
panies were asked about the awareness on the 
Innovation Strategy and to evaluate the com-
mitment of public institutions in the provision 
of innovative services, 53% declared that there 
is little or no commitment: 

37  https://akshi.gov.al/akshi/misioni/ 

 Figure 3.  Evaluate commitment of public 
institutions in the provision of innovative services

 Figure 4.  Do you know if there is an Innovation 
Strategy in Albania?
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60% of the companies who answered the ques-
tionnaire wasn’t aware whether the Government 
of Albania had a Strategy on Innovation and Sci-
ence, while 65% were unclear which institution 
was responsible for leading the innovation pro-
cess in the country:

 Figure 5.  Do you know which institution is 
responsible for the development of innovation in the 
country?

Source: Secretariat’s Questionnaire 
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2. There is awareness of the government’s 
significant measures and investments 
to digitalise public services offered to 
citizens and businesses via centralised 
platforms (e.g. e-Albania, e-tax, e-permits, 
fiscalization platform) or the online ser-
vices offered by the notaries, NBC, Road 
Transport Services, etc., which have re-
duced the red tape and time spent but also 
have increased the expectations for public 
quality services. Obviously, such measures 
were undertaken using innovation and 
digitalisation in the frame of deregulation, 
lowering the administrative burden and 
facilitating access to public services38. It is 
worth mentioning that around 240 public 
institutions are linked in the GOVnet, and 
600 services are provided through the 
e-Albania platform39.

3. Lack of granulated data on innovation 
from the public and private sector 

Setting timely and reliable data on innovation 
is crucial for the government to create prop-
er policies supporting the new and evolving 
trends and the business, enabling realistic 
economic forecasts.  According to EU Report 
Progress (October 2020)40, “Albania should 
make efforts to produce statistics and reliable 
data on science and technology, including the in-
dicator on gross domestic expenditure on R&D, 
with a view to participating in the European Inno-

38  In the United Nations E-Government Development Index 
(EGDI) for 2018, Albania marked the highest score among the 
countries of the region, in terms of online services

39  https://akshi.gov.al/ 

40  The European Innovation Scoreboard is not yet available 
for Albania, however a plan to provide indicators showed that 
eight indicators from international sources are already present.

vation Scoreboard.” In this regard, we noted clear 
targets and activities in the ERP 2021 – 2023, but 
these need to be further accelerated and well-tar-
geted among sectors to better comply with the 
country’s data performance and evaluation41. 
During our business consultation process, 
we observed concerns about the availability 
of granulated national subsector data, main-
ly raised by the representatives of the new 
business models (evolving sectors) set up in 
Albania in response to the penetration of new 
markets/globalisation. This has sometimes 
created many issues when they were con-
fronted with public institutions. For example, 
e-commerce companies complained about in-
adequate national registration/classification 
of their economic activities as very import-
ant for them due to tax obligations. The same 
problem was previously brought also by the 
BPO sector (2017), but despite some improve-
ments, the issue still persists.  

4. No harmonised and simplified informa-
tion on current key innovation stake-
holders. There are a lot of analogous 
stakeholders working in the area of in-
novation; hence their proper identifica-
tion is needed to ensure the good func-
tionality of the system as a whole and 
avoid overlapping. 

Many business initiatives and projects are 
currently expanding, but there is a lack of 
structured information and coordination. This 
is a precondition that could help stakeholders 

41  For example, what about the official evidence on the 
impact of the fiscal incentives offered to the IT business sector 
in 2018? or other sectors?
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(associations, projects, donors, etc.) be more 
efficient and focused on sustaining innovation 
efforts. For example, there are innovation cen-
tres developed in different regions in Albania, 
but there is no information and collaboration 
among each other. On the other hand, it could 
be important that these centres get more in-
volved and support by the government or dif-
ferent projects. It is also observed that with 
some exceptions, such as the CCI Tirana, the 
public role of the business associations re-
mains weak regarding the innovation ecosys-
tem and SMEs’ support. The registration and 
certification of all start-ups and facilitators as 
provided for by the draft law shall institution-
alise and create more chances for structured 
and effective cooperation.
5. Albanian companies and the entrepre-

neurship ecosystem should also target 
the production of “made in Albania” 
innovation.  Despite the notable prog-
ress in business initiatives to introduce 
new products, technologies (e.g., robot-
ics in marble, EU technological lines in 
production, etc.), and services related 
to innovation in the Albanian market, 
Albania is still considered at the lev-
el of “software houses”.  International 
companies use a national talent pool of 
professionals through outsourced ser-
vices for designing and programming 
services/ products mainly sold to the in-
ternational markets. We observed that 
the potentials exist, such as producing 
genuine innovative solutions for use in 
the internal market, but the progress 
and speed are slow. 

The above might be related to weak market 
forces to drive enterprises to innovation 
covering all of its stages: (a) product inno-
vation, (b) process innovation, (c) market-
ing innovation and (d) organisational in-
novation. Through consultation, we note that 
this delay could be related to the following 
reasons:

 » the difficulty of the business owners to 
understand and aspire innovation and 
new technologies due to the lack of digital 
competencies and getting acquainted with 
new trends;

 » Non-readiness of SMEs, in particular, to 
explore new business models in a market 
with low sophistication and enforcement 
of standards, high informality and low 
competition.

6. Despite some sporadic initiatives, the 
Triple Helix model is not functional due 
to a lack of trust between universities 
and the private sector and no regulatory 
role of government in this direction.

Despite several projects since 2005, Albania 
remains limited in yielding tangible results in 
regard to the well-functioning of triple helix 
initiatives to date. Specifically, referring to the 
survey’s findings and consultation process, 
companies consider the role of academia in 
the business innovation ecosystem as a last 
source.

w w w . i n v e s t m e n t . c o m . a l

 Figure 6.  During the last 3 years, how important the following sources of information have been in your 
innovative activities? (rate from 1 to 5 where 1 = Not at all and 5 = very important)

Source: Secretariat’s Questionnaire Source: Secretariat’s Questionnaire 
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Specifically, only 6.3% of the companies con-
sidered them as a very important source in 
their innovative activities. We also noted that 
63.4% of companies declared that cooperation 
with academia is much needed and necessary 
in providing information on new development 
activities.

 Figure 7.  Do you think that cooperation with 
the academic sector is necessary in providing 
information on new development opportunities?
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Source: Secretariat’s Questionnaire

Based on the above results and taking into 
consideration the ideas shared during the 
consultation process, it is noted that the coop-

eration takes different shapes between actors 
such as public or private, or applied sciences 
and social ones. In general, applied science 
and agriculture universities are perceived as 
more advanced in this regard.
We noticed a special willingness for interac-
tion between the universities and private sec-
tor or even among the universities themselves 
during some consultations. The main imped-
iments to the cooperation are related to the 
lack of adequate and up-to-date inclusive in-
teraction infrastructure and the old mentality 
in creating these collaborations. 

2. BUSINESS VERSUS INNOVATION
1. Mentality, lack of trust and knowledge 

and limited availability of funds are per-
ceived as main business obstacles in us-
ing/producing innovation 

To engage in innovation initiatives and create 
change, business leaders need to set up aspi-
rations and consider making resource-alloca-
tion and portfolio choices. Although the market 
forces/pressure drives the innovation process, 
business leaders need to be continuously ex-
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posed and engaged in innovation activities. In 
this regard, we note that mentality/lack of trust 
is considered a strong obstacle in using or even 
in accepting innovation for Albanian companies. 
While, as relates to the development of inno-
vative ideas, high costs, lack of funds and lack 
of specialists are considered as key obstacles, 

Source: Secretariat’s Questionnaire 
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as already mentioned.
For new companies in the market (1-3years), 
high costs of innovation are considered as the 
main reason why innovation is difficult to be 
embraced, followed by mentality (19%) and lack 
of funds (19%). It is noted that the same picture is 
for older companies as well:

 Figure 10.  What do you consider to be the 3 main obstacles in the development of innovative products/
services by companies in Albania?
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 Figure 9.  What do you consider to be the 3 
main obstacles in the development of innovative 
products/services by companies in Albania?

 Figure 8.  What do you consider to be 3 key obstacles 
in using Innovative services/products in Albania?

Source: Secretariat’s Questionnaire 
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2. The ecosystem of start-ups is very na-
scent42, the use of new technologies and 
innovative solutions by enterprises is low, 
and the allocation of R&D funds is sponta-
neous, with most SMEs non-allocating at 
all any budget.

Almost all interviewed companies consider 
innovation as a driver in increasing their mar-

42  Entrepreneurial Ecosystem in Albania with Focus on 
Tirana - EU for Innovation Project.

ket value and economic activities (80.6%), and 
72.6% of them declare to pay great attention 
to innovation in their activity. Despite these 
declarations, when asked about Research and 
Development activities, only 52% of compa-
nies state that they have undergone an R&D 
development with an occasional budget. Only 
15% of companies have a dedicated R&D fund, 
while 75% allocate funds occasionally. 

 Figure 11.  Do you consider innovation as a driver in 
increasing the company’s revenue?

 Figure 12.  How much attention is paid to innovation 
in your company?

Source: Secretariat’s Questionnaire 

 Figure 13.  Have you developed R&D activities in the 
last 3 years?

 Figure 14.  Does your company have a dedicated 
R&D fund?

Source: Secretariat’s Questionnaire   
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So, there is a good business awareness about 
innovation as an incentive to increase their 
company performance, but most of them, re-
gardless of size, do not have a dedicated R&D 
fund. The discrepancy between the business-
es’ consideration on innovation (as an im-
portant driver for the increase of revenues) 
and business practice of innovative solutions 
(mentality, tradition, small market and low in-
centives to innovate, low allocation of budget) 
is also materialised in several reports43: Alba-
nian enterprises have low competitiveness 
and low productivity.
3. Most companies confirm that they do 

not have a dedicated fund for training 
their employees, and there is a gap be-
tween students’ supply and companies’ 
demand for workforce.

As it relates to human capital, it is evidenced 
that skilled workers remain one of the rea-
sons why foreign companies choose Albania 
to invest in. However, most of the interviewed 
companies, especially from evolving sectors, 
confirmed that they have to retrain students 
to adapt to the new required skills. Although 
there are examples of good practice of the pri-
vate sector and universities collaboration44, 
more is to be done as regards the new evolving 
trends in different economic sectors. 
According to the business, the discrepancy 
between what universities offer and what 
companies require mainly relates to the weak 
collaboration of business - academia, outdat-

43  Competitiveness Report, EU progress report etc. 

44  Deloitte with University of Tirana, Faculty of Economy

ed curricula and low adaption of universities 
with the new professions and skills required 
by the market.
Also, companies do not have a dedicated fund 
to train their employees. 55% of companies de-
clare not to have a dedicated fund for training 
their employees, while 7% declare to commit 
funds occasionally. It is also worth mentioning 
that there is a confirmation of the willingness 
of the workforce to learn new things.  For ex-
ample, 68% of the responded companies state 
that their employees’ willingness to acquire 
new skills is very high. 74% of companies con-
duct assessments on their workers’ skills and 
training needs, but only 14% use training out-
side the company. The reorganisation is the 
most common action taken to address the ex-
isting staff shortage of skills (27%).

 Figure 15.  Does your company have a dedicated 
fund for quire employee training?
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Source: Secretariat’s Questionnaire   
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 Figure 16.  How do you assess employees’ willing-
ness to ac new skills? 

  
 Figure 17. Does your company conduct periodic 

assessments the on skills and training needs?
Source: Secretariat’s Questionnaire 

4. Formalisation and well-functioning of 
markets as a precondition for investing in 
innovation 

Informality is considered to be one of the main 
impediments to the innovation of economic sec-
tors. As of January 2021, the government started 
to implement “fiscalization” as a set of measures 
to reduce tax evasion in transactions with and 
without cash. When it comes to fighting infor-
mality, companies do all agree, but the time cho-
sen to implement this new system divides them. 
About 51% of companies declare that it is not 
the right moment to start the implementation of 
fiscalization, arguing the lack of infrastructure, 
high cost of implementation and no training, 
while another 32% say it is the right moment to 
start implementation mainly because informali-
ty needs to be stopped. 

 Figure 19.  Do you think that fiscalization is being 

 Figure 18.  What actions does the company take to 
address skills shortages of existing employees (list 
3 most used)?
Source: Secretariat’s Questionnaire   
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 Figure 20.  Do you think you are prepared to use the 

system?
Source: Secretariat’s Questionnaire

Source: Secretariat’s Questionnaire 46% of the companies claim they are not pre-

pared to use the system, and only 29% declare 
to be totally prepared to use this new and im-
proved system. 

5. Leading the innovation process govern-
ment vs private sector and timely re-
sponse of online services 

Analysis of respondents’ data shows that the 
private sector is convinced to be more inno-
vative than the public sector. Business ac-
knowledges the role of the public institutions 
in setting up systems and provide integration 
with the e-Albania platform, but raise concern 
that there is still no national standard for de-
veloping inter-systems integration; thus, data 
take days or even weeks to be synchronised 
between them, resulting in system’s lack of 
quality and efficiency.
 Figure 22.  Do you think the government is ahead of 

business in innovative services?
Source: Secretariat’s Questionnaire

 Figure 23.  Do you use the innovative services 
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offered by providing public institutions?
Source: Secretariat’s Questionnaire 

3. FINANCIAL RESOURCES 
SUPPORTING INNOVATION IN ALBANIA 

1. Low absorption level of available innova-
tion funds  

In the Albania Progress Report 2020, the Eu-
ropean Commission states that “As regards EU 
framework programmes, Albania participates in 
Horizon 2020 as an associated country. Its par-
ticipation in Horizon 2020 has improved and 
shows a good trend for 2019; nonetheless, its per-
formance continues to be low. The success rate of 
proposals with Albanian participation is 8.1 % (up 
from 7.8 % since last year) compared to the 15.6% 
Horizon 2020 success rate. Private sector partic-
ipation in the programme continues to remain 
particularly low.” 

2. Limited business awareness on avail-
able funds to finance innovation

Although many initiatives are running in the 
country, Albania remains weak in terms of ab-
sorption capacities. The business claim that 
this could be related to a missing coherent ap-
proach related to the awareness/promotion of 
funds available to innovation, lack of nation-
al innovation fund, the complexity of instru-
ments such as business angels, venture capi-
tal, difficulties in documents complying with 
COSME, lack of professional to write good 
project fishes.
The above is also highlighted through data in 
our survey that show that, in general, compa-
nies lack information on available funds fi-
nancing innovation: 
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al online interaction among state agencies 
and businesses in the frame of electronic 
solutions and platforms reduces valuable re-
sources (time, HR resources), inspections and 
red tape by improving business climate (e.g., 
e-tax, e-Albania). Many businesses during in-
terviews requested for intensification of such 
interactions, even in non-traditional sectors 
where the regulatory oversight is of specific 
importance both in terms of trade and tracea-
bility. For example, in pharmaceutics, private 
companies support the development of online 
oversight of the sector through platforms of 
interaction with the National Agency of Drugs 
and Medical Equipment as a means for the 
regulatory impact on the sector and the sec-
tor’s modernisation through further analysis 
of data at disposal.

In general, there is a consensus that mutu-
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 Figure 24.  Do you have information about funds 
available to support innovation?

 Figure 25.  If you were to seek funding for 
innovation, where would you head first?

Source: Secretariat’s Questionnaire Source: Secretariat’s Questionnaire 

90% of respondents declare to have no infor-
mation whether there are funds to support 
innovation; that’s why 36% of them declare to 
have used their own sources to finance inno-
vation.
 
3. The lack of awareness is also followed 

by the gap between demand and avail-
able type of funding supply such as for 
financing start-up 

The initial high costs are associated 
with high risks and a low rate of suc-
cess level. All this makes investments 
in start-up innovation not so attractive 
for the second-tier banks. We also no-
ticed that AIDA’s financing is basical-
ly covering the cost of machines and 
the credits and guarantee schemes 
through the banks remained absorbed 
at limited amounts. 

4. Although investment in Scientific Re-
search, Technology and Innovation are 
projected to go up to 1% of GDP by 202245, 
there are limited public incentives to in-
crease the involvement of Universities in 
R&D, and it is not clearly specified in the 
ERP 2021-23 how this target would be 
achieved.

5. The existence of several instruments not 
integrated into a well-functioning instru-
ment was evidenced during Secretariat’s 
consultations, and the establishment of a 
national or regional innovation fund is re-
quired since:

 » There are ongoing efforts from donors’ funds 

45  Albania ERP 2021-2023 https://www.financa.gov.
al/wp-content/uploads/2021/02/Economic-Reform-
Programme-2021-2023.pdf
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supporting innovation at the central and re-
gional level. However, we could evidence the 
limited or fragmented coordination, orienta-
tion or impact/control systems. 

 » Limited universities’ resources, including 
the missing of a dedicated fund in support-
ing innovation: public universities spend 
their innovation fund supporting academic 
titles for their staff, conferences, workshops 
and no money is spent in supporting, for ex-
ample, start-ups.

 » Banking financial institutions do not pro-
mote innovation investments funds and do 
not finance start-ups as these are considered 
high-risk investments.

 » The need for an integrated approach to cover 
the lack of institutional capacities in fund ab-
sorption (particularly in writing good project 
fishes). 

4. OTHER 
1. Issues concerning the market size of the 

country, awareness about free economic 
zones and new potential on business op-
erations 

 » Difficulties in finding serious investors ready to 
invest in the Albanian innovation market. Al-
bania is considered as a limited market size 
related to innovation in ICT. Additionally, 
limited regional integration, lack of a consol-
idated ecosystem in innovation, and lack of 
tradition or sustainable examples and suc-
cess stories in innovation products make it 
difficult to attract serious foreign investors/
business angels. Entrepreneurs in ICT and 
start-ups make a distinction between foreign 
investors and domestic investors. According 
to them, while foreign investors are not at-
tracted by the Albanian market mainly due 

to the lack of marketing on Albanian innova-
tion ecosystem or scepticism related to the 
reputation of young Albanian firms, domes-
tic investors identify investing in ICT start-
ups as risky due to the high-risk failure of 
business models (which are based on ideas 
with no certainty of implementation). Ac-
cording to them, this is also related to market 
conditions and issues of mentality as above 
mentioned.

 » Limited awareness about TEDA’s law and inno-
vation. Many start-ups/companies were not 
aware of the TEDA law, which provisions 
and incentives could be directed towards 
creating District Innovation Areas (DIA). 
DIA can be developed from different inno-
vation stakeholders where new technolo-
gies and trends can serve as examples for: 
(1) pushing forward the development of the 
sector through the increase of supply and 
demand; (2) increase awareness about the 
importance of innovation for both private 
and public sector, and (3) focus public and 
private sector objectives towards innovative 
business models. Lack of DIAs is considered 
a disadvantage in the aspect of promoting 
Albania to foreign investors (business an-
gels’ community, consolidated start-up com-
panies and international funds).  

 » There is evidence that Albanian profession-
als working remotely for international com-
panies, mainly in the area of ICT, IT, BPO are 
growing, especially after COVID-19. The pan-
demic crisis showed that businesses focused 
on non-traditional channels of trade and 
outsourcing operations upgraded their turn-
over considerable. Many companies have 
succeeded in providing services and goods 
to their customers, using electronic means 
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and digital skills, or adapting their manage-
rial organisation through innovative ways of 
remote working.

2. Business issues concerning maximising 
potentials for innovation in the BPOs and 
Digital Economy in Albania 

 » The Digital or internet economy remains 
an unexplored market, with weak connec-
tions with “Made in Albania” products and 
low incentives for users. It is due to limited 
payment services and non-user-friendly 
platforms created by e-commerce operators 
and banks. Some companies claim that po-
tentials are limited due to the banks’ passive 
interest in cooperating with them on estab-
lishing platforms relevant to e-commerce ac-
tivities. This is due to the following reasons:
(a) due to the lack of trust on the proposed 

e-commerce platform of interaction with 
customers as related to the security of 
data, or

(b) lack of commercial interest in the pro-
posed business model from e-commerce 
operators. 

 » From meetings with e-commerce business-
es, they reported that 95% of the products 
and content trade with their platforms in Al-
bania were third-party products. According 
to them, this is related to the lack of sophisti-
cation of ‘Made in Albania’ products, quality 
certification and low marketing skills of the 
producers. To this end, according to them, 
Albanian products (with few segment mar-
ket exceptions) are little competitive in the 
foreign markets. Additionally, low quantities 
and scepticism of producers on e-commerce 
as a means of trade to expand to foreign mar-
kets has not been of help in creating a busi-

ness model for sharing the costs and profits 
between producers and e-commerce opera-
tors.

 » According to businesses operating in the 
e-commerce segment, there is a lack of 
awareness of e-commerce potentials and 
difficulty from public agencies in under-
standing their business model of operations. 
Some issues raised are related to the fre-
quent fiscal visits/tax inspections and per-
ception of their model as risky from Tax Risk 
System, non-deductible expenses (e.g. pur-
chase of downloaded software from foreign 
companies). Additionally, it is accepted that 
the sector has had an informal development 
considering that it is based in cash and deliv-
ery business model and non-formal service 
payments in many cases.  As in the case of 
BPOs, the e-commerce economy is not listed 
or identified either in the country’s statistics 
for its number of operators and its real im-
pact on the economy.  

 » The Covid-19 pandemic brought to every-
one’s attention the importance of digitalisa-
tion, online payments, and further advance-
ment in shopping and electronic commerce 
(e-commerce). Overcoming barriers in 
e-commerce is essential for Albania to real-
ise its full development potential. Based on 
the Order of the Prime Minister, no 110, dated 
10.9.2020, an Inter-ministerial Group was es-
tablished to draft an Action Plan 2021-2024 
on the main reforms/ activities to be taken 
to develop e-commerce in Albania. The In-
ter-ministerial Group was assisted by the 
experts of the World Bank in drafting this Ac-
tion Plan. The Action Plan is under consulta-
tion with the line ministers. 
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In the area of innovative start-ups, there are 
some overarching achievements during the 
year 2020: 
(1) Three new Start-up Accelerator pro-

grammes in Tirana: Uplift Albania, Flex-
ible Start-up Accelerator, Women Found-
ers Accelerator, and one in Shkodra 
(Flexible Start-up Support Programme 
– Regional Edition). 

(2) International ranking of Albanian eco-
system increased: According to Start-up 
Blink Report, Albania moved 13 places up 
in the ranking.  

(3) Over 150 Albanian start-ups supported in 
developing their capacities, linkages and 
networking within Albania and interna-
tionally, as well as financial support via 
the EU for Innovation Challenge Fund

(4) Regional Outreach: regional ecosystem 
support provided in the City of Korça 
(Building up the ICT Hub Korca), Flexible 
Start-up Support Programme in Shkodra 
(which will roll out in two other cities in 
the country) 

(5) Support for the start-up law: The objec-
tive of the Start-up Law is to create better 

conditions, measures and schemes to 
support the development of the start-ups 
and the entrepreneurship ecosystem, by 
also creating Start-up Albania, a new 
government agency, that will evaluate 
the market/ecosystem, propose support 
schemes and by-laws, and follow up activ-
ities to ensure that the main objectives are 
achieved.  

(6) Support for the Prime Minister’s Office 
Entrepreneurship Programme. Current-
ly, the programme is in the final drafting 
phase. 

(7) Created a better understanding among 
stakeholders (private and public) of the 
concept of innovative start-ups and their 
importance as a driving force for eco-
nomic development towards a knowl-
edge-based society. 

(8) EU for Innovation Challenge Fund has 
awarded 23 start-ups, and 4 Innovation 
Supporting Organisations (ISOs) grants 
under the first and second call launched 
during 2019. The 3rd call was launched 
in 2020 and is currently in the final phase 
of the evaluation. 
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1. GOVERNANCE - LEGAL AND 
REGULATORY FRAMEWORK

RECOMMENDATION 1.
Empowering of the innovation ecosystem and 
linkages among stakeholders through a com-
prehensive legal and regulatory framework 
consisting in:

a) Speeding up the approval of 
the draft-law “For Protection and 
Development of Innovative Start-Ups” 
that enables:

 » a consolidated list of non-discriminatory ad-
ministrative and financial incentives avail-
able to foreign and domestic investors as a 
prerequisite for fair competition.

 » a self-regulatory governance regime of the 
ecosystem based on structures like Evalua-
tion Board on Innovative Start-Ups with ma-
jority members from the private sector.

 » an online, open, transparent and easily ac-
cessible electronic portal on Innovative 
Start-Ups. 

 » establishment of a National Fund on Inno-
vation that supports access to credit through 
guarantees on bank loans for certified incu-
bators and innovative start-ups.

RECOMMENDATION 2.
Consolidation and harmonisation of govern-
ment initiatives related to digital, techno-
logical and innovation transformation by a 
leading institution responsible for the coordi-
nation of sectoral policies to foster:

a) Demand-side innovative solutions to 
Government problems46: 

via Pre-Commercial/Innovation Procurement 
mechanisms that enable the public sector to pur-
chase research and development (R&D) servic-
es for practical and/or sectorial problems47. The 
recently approved Law no.162/2020 “On Public 
Procurement” endorses the partnership for inno-
vation concept introduced and endorsed earlier 
by EU Directives. For more information on suc-
cessful pre-commercial procurement models at 
the EU level, click here.

46  The launching of fiscalization process by the government 
is an example of initiatives that foster the demand-side for in-
novative solutions by fostering the market through the need of 
the government to address informality, managing of taxes, etc. 
As of today, have been certified by 29 companies for providing 
innovative solution tools related to fiscalization process.

47  This instrument enables the commissioning of R&D 
services, under a staged competitive process, to allow the 
development of innovative solutions that meet the needs of 
a Contracting Authority. This approach is based on: 1. Risk-
benefit sharing according to market conditions. 2. Competitive 
development in phases; and 3. Separation of the R&D phase 
from the deployment of commercial volumes of end products. 

RECOMMENDATIONS 
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 » via sustaining of projects that enable smart 
solutions, for example on waste manage-
ment, green economy (through energy in-
novation, including but not limited to the 
following activities LED lighting, solar in-
stallation, Electric Vehicle (EV) charging 
stations, smart outlets, variable frequency 
drives and building analytics) ICT industry48 
and Agro projects49 creating local and inter-
national market expansion and added value.

 » Further enlarging the number and quality of 
digitalised public services through Govern-
ment platforms. (e.g. Real-time and coherent 
exchange of data among institutions that en-
able real-time information to the users.)

 » Enforcing the use of electronic documents, 
electronic and digital signature in commer-
cial/administrative activities in line with 
strategies for paperless administration, in-
cluding executive agencies and judiciary 
system.

b) Supply-side innovative solutions by 
businesses50:

 » via incentives for increasing R&D invest-
ments and marketing expenditures; e.g. the 
government should also consider the in-
novation capacity of the existing firms and 
their need to upgrade their production and 
business processes and product portfolio. 
For example, through a guarantee fund that 

48  ICT has the potential to develop their own sophisticated 
software solutions and services, due to the growing number of 
start-ups, entrepreneurial spirit and growing interest of young 
people in IT science.

49  Pave the way for the Albanian food products to enter 
advanced markets as organic, and higher local value-added, 
while local production turns to high-tech and eco-sustainable 
production.

50  How Can EU Legislation Enable and/or Disable 
Innovation-EU Commission 2014.

subsidises 50% of the costs for research and 
development and research work of practical 
interest.

 » through the provision of dedicated funding 
in the form of debt or equity, or through ex-
ception from general rules as in the case of 
the technology transfer.

 » other means of cooperation, e.g. corporate 
innovation initiatives (Business-Universi-
ties-Donors) that reduce innovation costs 
and share the risks.

RECOMMENDATION 3. 
Promoting to serious foreign and domestic in-
vestors the benefits and opportunities of Law 
no. 9789 dated 19.07.2007 “On Technological 
Economic Development Areas” and aligning 
it with the ecosystem requirements for estab-
lishing dedicated “District/s on Innovation”. 
The ecosystem actors see the latter as a means 
to attract business excellence in innovation and 
high-tech technology, which can further serve 
as a benchmark for enlarging the number of in-
novative start-ups and businesses that endorse 
innovation and/or introduce high-tech. To this 
end, it might be worth exploring the opportuni-
ties deriving from Law 9789/2007 in supporting 
the idea of creating an Innovation District and/or 
widening collaborations in the form of regional 
industrial clusters as functional and sustainable 
models.

RECOMMENDATION 4.
Targeted support to the process of interna-
tionalisation of start-ups by AIDA (or the in-
stitution in charge of innovation), including 
assistance in legal, corporate and fiscal ac-
tivities, as well as real estate and credit mat-
ters. In addition, innovative start-ups can ben-
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efit from free-of-charge participation in certain 
international fairs and events and international 
initiatives aimed at favouring the matching with 
potential investors.

2. QUADRUPLE HELIX COOPERATION 
(GOVERNMENT - UNIVERSITY –
BUSINESS - CIVIL SOCIETY/MEDIA)

RECOMMENDATION 5.
Speed the enabling of a modern and fo-
cused education on industries that deliver 
high-quality and highly-skilled jobs, thus con-
tributing to companies’ greater, sustainable 
and faster growth. As a  wide-ranging issue, it 
should help to better connect academic faculties, 
science and technology instruments (e.g. parks, 
hubs, etc.) through their collaboration with in-
dustry, since it aims the creation of highly skilled 
personnel and developing a knowledge-based 
society.

RECOMMENDATION 6.
Enforce relation and format of collaboration 
University – Business, from the responsible 
institution as clearly identified in the Smart 
Specialisation Strategy being drafted. Some 
possible cooperation forms are (1) creation of 
an online platform where the business issues 
are collected and shared with universities based 
on their area of specialisation and Universities 
to orient the graduation/master or PhD thesis 
based on the practical issues/problems/needs 
for data - raised from the private sector, (2) open 
lessons with innovator businessmen (former 
students), that have proved to be successful in 
their professional life to be invited by universi-
ties to share their experience, challenges and 
success in an open discussion with students, (3) 

curricula update with enterprise skills starting 
from high schools to universities and adaptation 
toward market demand by expanding practical 
skills along with theory, (4) Regular student ori-
entation toward the labour market, through pe-
riodic consultations with business associations, 
(5) Accelerator to enhance projects in innova-
tion.

RECOMMENDATION 7.
Stimulate the education of SMEs through 
media usage (visual/social) as a powerful 
tool to drive users’ attention on relevant 
topics such as innovation. Economic Pro-
grams sponsored by the government can be 
used to increase awareness of SMEs on In-
novation and the importance of collaboration 
with academia as the best way to influence the 
future of their business.

RECOMMENDATION 8.
Foster cooperation between Universities by 
establishing a consortium based on the spe-
cific specialisation field of the member uni-
versities. This expertise based consortium will 
serve as a practical training centre for enterpris-
es and enable the sustainability of knowledge 
transferred from projects supporting innovation 
in different sectors of the economy.

RECOMMENDATION 9.
Establish linkages between academia/busi-
nesses and financial institutions to find ways 
to finance students’ ideas on start-ups based 
on identified SME needs. An example of facil-
itator agents can be Local Economic Develop-
ment structures (e.g. Auleda in Vlora or Teuleda 
in Shkodra) that can simplify the intermediation 
and monitoring/follow up processes. 
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3. ACCESS TO FINANCE

RECOMMENDATION 10.
Amplification of simplified access to credit 
guarantee schemes or other sources of fund-
ing for SMEs at national/international level 
through (1) Elaboration of state or donor guaran-
tee funds based on risk-sharing or interest sub-
sidised schemes, (2) Creation of Joint Innovation 
Fund between Public and Private to invest in in-
novation covering all economic sectors, (3)Pro-
motion of these schemes through a single-win-
dow national platform. 

RECOMMENDATION 11.
Provide the advisory, training, matchmak-
ing and collaboration support for digital 
innovation SMEs looking for funding and 
increase awareness on (1) the provisions of 
the Law No. 66/2020 “For Technology-Based 
Financial Markets of Distributed Registers”51 
(blockchain) which enables for more inclu-
sion of potential fundings from FINTECH 
and using DLT technology; finding of foreign 
alternative financial sources and lowering 
payment services costs, (2) Inciting alterna-
tive funding options such as Crowdfunding as 
“the practice of funding a project or venture by 
raising many small amounts of money from a 
large number of people (“crowd”), typically via 
the internet (online platforms). Crowdfund-
ing platforms in their different models (dona-
tion-based, reward-based, equity-based and 
lending-based) are a new powerful source of 
alternative funding that make start-ups less 
dependent on typical venture capital exit mod-

51  Law 66/2020 “For financial markets based on distributed 
ledger technology”

els and allow raising funds without material 
collateral, which banks require.

RECOMMENDATION 12.
Enabling upon approval of the Law “For Protec-
tion and Development of Innovative Start-Ups” of a 
network of business angel investors and iden-
tification of potential legal initiatives which 
can facilitate and support their investments 
in innovative ideas.

4. DRIVE DIGITAL ECONOMY SECTOR 
POTENTIALS AND CREATION OF 
SYNERGIES AMONG  STAKEHOLDERS

RECOMMENDATION 13.
Supporting the digital economy (economy of 
the internet) by establishing legal & regula-
tory measures that facilitate doing business 
on digital platforms and the internet envi-
ronment. Online platforms have established 
their presence as important economic players, 
connecting economic actors and boosting effi-
ciency, through innovation and the development 
of new business models, especially during the 
Covid-19 crisis. Legal and regulatory meas-
ures should focus inter alia, on (1) the oversight 
of e-commerce through clear identification of 
e-commerce actors, their footprint, operations 
and the overall impact of digital economy in 
the Albania economy, (2) preparation of simple 
guidelines for e-commerce companies related to 
categorisation of their services for purposes of 
deductible expenses (e.g. purchase of download 
software) and how to deal with tax and customs 
operations. Such measures are a means to sup-
port systemic formalisation, clearance of their 
framework of operations and reduce red tape 
and uncertainty.
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RECOMMENDATION 14. 
Approval of secondary legislation related to 
the implementation of the recent Law No. 
55/2020 date 30.04.2020 “On Payment Ser-
vices” that enables a larger pool of licenced 
institutions/agents for initiation of elec-
tronic payments; It shall increase competition 
and shall make the market more agile by facili-
tating commercial cooperation among banks 
and e-commerce operators in establishing us-
er-friendly and trusty platforms of e-commerce.

RECOMMENDATION 15.
In support of e-commerce trading, the Bank of 
Albania and commercial banks should consid-
er alternative clearing forms for local EUR 
transfers to reduce the high costs charged 
by correspondent banking networks, such as 
Clearing or Instant Payment System in Euro. A 
feasibility study regarding the volume of local 
euro transactions between customers in Albania 
could be helpful to understand better the market 
needs regarding transaction costs.

RECOMMENDATION 16.
Further Increase the Fight Against Informal-
ity by Limiting and Discouraging Cash Pay-
ments. The initiative must include 2 separate 
provisions: a) a higher limitation on cash trans-
actions, encouraging businesses and citizens 
to use the formal banking system or alternative 
electronic payment, and b) development of legis-
lation to ease and widen electronic payment sys-
tems at a much larger scale than now exists.  The 
preparation of an action plan on improving fi-
nancial inclusion and on how to reduce costs on 

access to banking, to increase the use of credit/
debit cards and enlarging penetration of POS, 
for example, setting up a card processing and 
cleaning system within the country in collabo-
ration with the Card companies (Visa/Master) 
can be adopted to reduce the costs and improve 
the usage of electronic payments means. The IC 
Recommendation 9 of the IC Meeting XIV- Infor-
mality in Tourism provides more information on 
this topic.

RECOMMENDATION 17.
If any action plan that addresses the findings of 
the WB Diagnostic Report on e-Commerce (Sep-
tember 2020) is approved, it should be published 
and distributed to the public further to increase 
awareness about the e-commerce challenges 
and opportunities and monitor the implementa-
tion milestones. 
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ANNEX
Profile of companies that have 
participated in the questionnaire

more than 10 years

5 to 10 years

less than 5 years

51.4%

15.3%

33.3%
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Internationalization depends on 
reliability, the right products in the right 
quantity and quality, at a competitive 
price, in the right place and time
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M icro-, Small and Medium-sized En-
terprises (MSMEs)1 represent the 
backbone of the Albanian economy 
(Structural Survey of Enterprises2), 

considering that 99.83 % of active enterprises are 
MSMEs, accounting for 81.6 % of the total num-
ber of employees and contributing to around 
68.2% of total investments in the economy. 
However, only 3.1% of micro, small and medi-
um enterprises are exporters4 , according to IN-
STAT. While, on a regional approach (2014-2017), 
among the WB economies, MSMEs’ share of 
exports remained relatively constant through-
out the region except in Albania, whose share 
increased from 47% to 61%.5 Despite consecu-
tive and recent positive trends and dynamics in 
exports and progress in other dimensions, still, 
Albania stands below the WB average referring 

1  For the purposes of this analysis the used acronym 
is	MSMEs	as	defined	under	the	new	draft-law	“On	the	
Development	of	Micro-,	Small	and	Medium-sized	Enterprises”

2	 	INSTAT	publication	on	2019	figures/next	publication	will	be	
available	in	March	2022,	with	data	for	year	2020

3	 	104,090	total	companies	are	registered	in	2019	according	
to INSTAT

4	 	9.8	%	of	turnover	was	exported	from	MSMEs.	Medium	
enterprises	perform	the	highest	percentage	of	exports	to	
turnover	realized	by	them	17.8%.	Micro-enterprises	export	the	
lowest	value,	where	3.8	%	of	turnover	is	exported

5	 	For	the	complete	note,	please	refer	to	the	SME	Policy	
Index:	Western	Balkans	and	Turkey	2019	publication.

to the dimension of internationalisation. It has 
fallen considerably behind the other Western 
Balkans economies in this dimension by stand-
ing below the WB average of 3.43. According to 
the EU 2021 progress report, Albania’s compet-
itiveness is hindered by a lack of entrepreneurial 
and technological know-how, significant levels of 
informality, unmet investment needs in human and 
physical capital, and low spending on R&D. Region-
al integration and exports increased but remained 
below potential. The lack of product and geograph-
ical diversification in Albania’s exports compound 
its vulnerability to external shocks. 6 Currently, 
there are several regional initiatives aimed at 
promoting the internationalization of MSMEs, 
while at the policy-making level, especially after 
COVID-19, there are debates about policies sup-
porting the internationalization of local MSMEs, 
such as more globalization or more protection-
ism, the total exposure of MSMEs or a gradual/
preferential opening.
COVID-19 has had a negative effect on the glob-
al economy, including the Albanian economy 
with its particularities across different sectors. 
Following the announcement of the EU’s vision 

6	 	EU	Progress	Report	2021
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update (May 2021)7 and relevant instruments al-
located for a greener and digital economy, more 
innovative opportunities/instruments arise to 
support local MSMEs’ speed and gradual expo-
sure toward the international value chain. 
The COVID-19 pandemic is creating a new re-
ality worldwide. The economies of the Western 
Balkans can take advantage of the opportunities 
arising from this new reality where European 
countries have turned their eyes towards re-
gional markets and as close to them as possible. 
Referring to the Institute of Economic Studies in 
Vienna, “Western Balkans economies can take ad-
vantage of this opportunity not only because of their 
good geographical location and competitive wage 
levels but also because of their ‘soft skills’, such as the 
cultural proximity and reputation of their workers 
as skilled and hardworking. Focusing on the quali-
fication of the workforce, investing in education and 
training, as well as modernizing the education sys-
tem would be quite beneficial in attracting potential 
investors. Improving infrastructure and governance 
would be just as important from the perspective of 
current and potential investors.”
As stated in the Western Balkans Regular Eco-
nomic Report (Fall 2021)8, “To take full advantage 
of potential nearshoring opportunities, the region 
needs to embrace proactive policies to strengthen its 
investment competitiveness and implement targeted 
outreach programs to promote itself to potential in-
vestors based on the currently successful sectors and 
those with identified potential.”
As of July 2021, the vision of the Albanian Gov-
ernment on internationalisation of MSME policy 
is already detailed in the Business and Invest-

7	 	https://ec.europa.eu/commission/presscorner/detail/en/
IP_21_1884 

8	 	https://documents1.worldbank.org/curated/
en/900381634670558017/pdf/Greening-the-Recovery.pdf

ment Development Strategy (BIDS) 2021-2027, 
nominated as the first pillar of the strategy “In-
vestment Attraction and Internationalisation of 
MSMEs”. At the country level, key drivers of MS-
MEs’ internationalisation are influenced by mul-
tilateral trade agreements, readiness to be inter-
nationalised, policy liberalisation approach and 
timely engagement of key actors, technological 
innovation (transportation and ICT), dynamics 
of local/international labour cost, including in-
ternational entrepreneurship experience among 
micro small and medium-sized enterprises. Al-
bania’s economic structure remains highly de-
pendent and focused on imports, while export-
ing firms highly exposed to currency exchange 
fluctuations are low competitive in terms of the 
cost incurred9. 
Since the beginning of 2021, the internationali-
sation and integration into global value chains of 
MSMEs have been considered a priority issue for 
the work of the Investment Council (IC). To time-
ly evidence and highlight key MSMEs’ concerns, 
the Secretariat organised technical work relying 
upon its previous experience with MSMEs and 
ongoing cooperation with its business partners. 
IC’s previous activities and work are related to 
informality in tourism, informality in agriculture, 
innovation in entrepreneurship, two consecutive 
COVID-19 business surveys, investment promo-
tion in agro-processing, etc.
This study tries to provide timely evidence 
from a firm-level perspective and key entre-
preneurs’ perceptions of internationalisation 
challenges, focusing on internal and external 
factors defined by the European Competitive-
ness Report10. Therefore, its objective is two-

9	 	Business	concern	2021

10	 	https://ec.europa.eu/growth/content/european-
competitiveness-report_en
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fold (1) stimulate the debate and raise awareness 
among MSMEs managers of the opportunities 
associated with participating in global value 
chains, stressing that to a large extent, interna-
tionalisation is mainly knowledge and reliability 
driven, (2) serve as an assessment that could help 
the executives in their interventions in support to 
the mitigation of costs related to the internation-
alisation of local MSMEs. It would be advisable 
to be followed by thorough sector/product val-

ue-added chain analyses for more detailed anal-
yses/support. 
Attached to this document is an expert note on 
mitigating costs exposure to internationalisa-
tion for MSMEs from an electricity perspective. 
It aims to clarify in a timely way key actors on 
smart approaches that could be used to afford 
better costs related to internationalisation and 
potentially turn the actual crisis from a threat 
into a great opportunity.
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T he Secretariat analysis conduct-
ed during September-October 2021 
aimed to encourage the debate on the 
measures that could speed the sup-

port related to the integration of MSMEs in the 
international value chain through the increase of 
value-added exports and the promotion of those 
sectors where Albanian MSMEs have more 
chances to win the competition. 
The analysis considered the following: 
(i) Synthesis of the until now findings and recom-

mendations discussed in earlier IC Meetings. 
(ii) Desk research – Consultations of documents, 

laws, and bylaws, national and international 
reports regarding measures taken to support 
the MSMEs11 (BIDS 2021-2027), draft-law on 

11	 	For	terminology	purposes	MSMEs	is	use	as	reference	
for	Micro,	Small	and	Medium	Enterprises	in	line	with	the	
terminology	used	in	the	BIDS	and	draft-law	on	MSMEs.

MSMEs, OCDE – SME Policy Index: Western 
Balkans and Turkey 2019, EU Progress Re-
port 2021.

(iii) Questionnaire – A questionnaire was drafted 
and distributed only to companies operating in 
tourism, manufacturing and agriculture, as 
main sectors of sustainable economic growth 
in the country and contribute to the country’s 
current exporting trends. The questionnaire 
contained questions about internal and ex-
ternal factors affecting export expansion 
and the integration of MSMEs into global 
value chains and potential export markets. 
82 companies answered the questionnaire 
in the 12 regions of the country, 90% of which 
were Albanian companies, 6% foreign and 
another 4% jointly owned. About 38% of re-
spondents operate in services, 27% in manu-
facturing, 22% in tourism, 10% in agriculture, 

METHODOLOGY 
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and 4% in call centres.
(iv) Consultations – Around 30 consultative meet-

ings were organised with businesses (tourism, 
manufacturing, agriculture), associations, 
and public institutions to elaborate the Secre-
tariat’s questionnaire findings and get insight 
into concerns and possible solutions. Due to the 
Covid-19-related restrictions, it was difficult 
to conduct face-to-face interviews, most of 
which, with some exception, were conduct-
ed on ZOOM and/or by phone according to a 
set of questions tailored to the profile of the inter-
viewed subjects. Significant information was 
shared to Secretariat by AIDA with regard to 
the Annual Reports12 and Statistical Publica-
tion 2014-201913 

(v) A Comparative Matrix on the supportive mea-
sures taken by the governments in Albania, 
Western Balkan countries, and Croatia to 
help their respective economies face im-
plications of Covid-19’s pandemic, updated 
accordingly by the Secretariat as of 14th Oc-
tober. The matrix provides a comprehensive 
context for Government support measures for 
business, including those related to supporting 
domestic production, boosting exports and fa-
cilitating trade.

Note: Considering the time limits, the IC Secre-
tariat couldn’t get a fresh picture of current donor 

12  https://www.aida.gov.al/images/PDF/Raport-vjetor-2019.
pdf; 
				https://www.aida.gov.al/images/PDF/Raport%20vjetor%20
2020.pdf

13	 	https://www.aida.gov.al/images/PDF/Publikime/botim_
statistikor_fondet_(2).pdf

projects that support the integration of MSMEs 
into the global value chains.
Without prejudice to all the issues that might be 
relevant for MSMEs and which have been sub-
ject to the previous analysis, this time, the Sec-
retariat tackled only those directly related to the 
concept of MSMEs internationalization, focus-
ing more on export promotion and MSMEs’ inte-
gration into the global value chains14. The promo-
tion and use of e-commerce and its opportunities 
have been analysed in the previous IC Meeting15. 
In addition, to provide a comprehensive situation 
analysis related to the current business percep-
tion on internationalization of MSMEs and chal-
lenges they face, Section IV- Findings is struc-
tured in two components: (1) Main Barriers For 
Internationalization of Albanian MSMEs - which 
refers to the issues exclusively related to MSMEs 
as identified during the current consultation pro-
cess and from the Questionnaire sent only to a 
database of MSMEs; (2) Sectorial Context where 
MSMEs operates, Challenges and Opportunities - it 
provides for a larger sectoral context where MS-
MEs operates. The sectoral boxes give a pan-
orama of the sectoral analysis with findings of 
Secretariat during previous IC Meetings, not ex-
clusively related to MSMEs but also with corpo-
rates and big companies aiming to bring a larger 
view from a sectorial perspective. 

14	 	OECD	definition

15	 	Meeting	XXIII	“Innovation	in	Entrepreneurship”
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F rom the perspective of a country’s econ-
omy, internationalization helps create 
new jobs, serves as a source of foreign 
exchange, helps in technological ad-

vancement, improves both the economy and 
standard of living in the host country16. It is an in-
cremental process based on various stages that 
determine changes in the managers’ behaviour 
and commitment, which are ultimately reflected in 
the firm’s international orientation. Firm-level in-
ternationalization is explained as the expansion 
of business operations in geographic locations 
that are new to the organization17. Many low-in-
come countries are increasingly involved in 
Global Value Chains upstream and downstream, 

16	 	Leonidou	et	al.,	2007;	Arteaga-Ortiz	et	al.,	2010.

17	 	Matanda,	2012:510.

and their participation brings about economic 
benefits in enhanced productivity, sophistica-
tion, and diversification of exports18. 
In our analysis, we basically refer to factors influ-
encing the internationalisation19 decisions of MS-
MEs that can be divided into two groups: internal 
firm-specific factors and external factors. Firm-spe-
cific factors include firm size, labour productivity, 
skill intensity, innovation activities, and foreign 
ownership. External factors consist of home coun-
try characteristics such as export promotion pro-
grammes, costs and time involved in exporting, and 
transport costs; and host-country characteristics 
such as tariffs, regulations, political risk factors, and 
geographical and cultural distance

18	 	Kowalski	et	al.	2015.

19	 	European	Competitiveness	Report	2014

CONTEXT/
BACKGROUND
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 Figure 1.  Stages of the Internationalisation Process of MSMEs 

Source: European Competitiveness Report20 

OECD evaluates the internationalisation of MS-
MEs, focusing on three main dimensions21: (This 
Technical Note does not address issues related to 
e-commerce which have been analyzed in previous 
dedicated IC meetings.)

 » Export Promotion
 » Integration of MSMEs into global value 

chains 

20	 		https://ec.europa.eu/growth/content/european-
competitiveness-report_en

21	 	OECD	Small	Business	Act	

 » Promotion of the use of e-commerce 
During 2020, exports of goods reached the value 
of ALL 272 billion, decreased by 9%, compared 
to the previous year, while imports of goods 
reached the value of ALL 605 billion, decreased 
by 7%, compared to 2019. The trade deficit 
reached the value of ALL 146 billion, decreased 
by 12%, compared to 2019. 

 Figure 2.  Trade of Goods in Years 

Source: INSTAT
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Exports continued to maintain their structure 
during 2020, where most of them are Textiles 
and Footwear followed by Minerals, Fuels, Elec-
tricity and Foods, Beverages and Tobacco. The 

structure of imports of goods continues to be 
dominated by imports of Machinery, Equipment 
and Spare Parts, Food, Beverages, Tobacco and 
Chemical and Plastic Products. 

 Figure 3.  Structure of Exports and Imports

Source: INSTAT

Albania continues to rank second in the region in 
terms of services exports, dominated by travel with 

62.3% of total exports. Serbia is the first in the West-
ern Balkans region in terms of service exports.
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age of turnover realized by MSMEs is the mining 
and quarrying sector with 2.4 %. 68.2% of total 
investments in the economy come from micro, 
small and medium enterprises. The sector with 
the highest percentage of investment is the elec-
tricity, gas, water supply and waste management 
sector at 31.4 %. On the other hand, the mining 
and quarrying sector has the lowest percentage 
of private investments at 2.2 %.
In terms of employment, 433,184 persons are 
employed by MSMEs24, accounting for 81.6 % of 

24	 	Micro-enterprises	have	the	highest	percentage	of	
employment	rate	in	accommodation	and	food	services	ssector	

Source: World Development Indicators

Based on the Structural Survey of Enterpris-
es22, 99.823 % of active enterprises are MSMEs, 
around 103,911 companies. The trade sector has 
the highest percentage of MSMEs with 40.1 %, 
while the electricity, gas, water supply and waste 
management sector have the lowest percentage 
with 0.6 %. MSMEs in Albania represent 78.9% of 
total turnover, and the trade sector prevails with 
52.4 %, while the sector with the lowest percent-

22	 INSTAT	publication	on	2019	figures/	next	publication	will	
be	available	on	March	2022,	with	data	for	year	2020

23	 	104,090	total	companies	are	registered	in	2019	according	
to INSTAT
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the total number of employees. The trade sector 
employed 28.5%, while the sector with the lowest 
number of employees in MSMEs is the mining 
and quarrying sector by 1.8%. Enterprises with 
250+ employed, even though they constitute only 
0.2 % of enterprises, engaged 18.4% of employed, 
realized 31.8 % of investment and 21.1 % of turn-
over.
According to INSTAT, compared to the EU25, the 
percentage of MSMEs in the country is at the 
same level as EU; while the percentage of em-
ployed in this group of enterprises is 81.6% in Al-
bania from 66.7% in EU and the value-added real-
ized by MSMEs in Albania comprises 72.4% from 
56.5% in EU. Meanwhile, for companies 250+, al-
though the percentage is at the same level as EU 

by	66.7%.	Small	enterprises	have	the	highest	percentage	of	
employment	rate	in	construction	sector	by	30.4%.	Medium-
sized	enterprises	have	the	highest	employment	rate	in	the	
manufacturing	industry	sector	by	37.6%.

25	 	EU	28

countries, 0.2%, the percentage of employment 
in this group is 18.4% compared to 33.3% in the 
EU and value-added in the economy by this cate-
gory in Albania is only 27.6% compared to 43.5% 
in EU countries. 
3.1% of micro, small and medium enterpris-
es are exporters26, and the exported value of 
goods is 59.4% of total exports. The sector with 
the highest percentage of exporting enterpris-
es is the mining and quarrying industry, where 
23.7% of the active enterprises of this sector 
export. 10.8 % of MSMEs are importers. They 
constitute 78.0% of the total import value for 
2019. The sector with the highest percentage 
of importers is the mining and quarrying in-
dustry with 24.2%.

26	 	9.8	%	of	turnover	was	exported	from	MSMEs.	Medium	
enterprises	perform	the	highest	percentage	of	exports	to	
turnover	realized	by	them	17.8%.	Micro-enterprises	export	the	
lowest	value,	where	3.8	%	of	turnover	is	exported.

 

 

 

Dimension Sub-dimensions Alb WB

10.Internationalisation of SMEs

10.1 Export Promotion 4.39 4.18

10.2 Integration of SMEs into global value chains 1.12 2.97

10.3 Promoting the use of e-commerce 1.69 2.44

Overall score 2.68 3.43

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
94.8% 94.9% 94.4% 93.9% 93.1% 41.6% 41.3% 39.1% 37.8% 37.0%
4.2% 4.1% 4.5% 4.9% 5.5% 19.5% 18.7% 19.4% 20.0% 21.6%
0.9% 0.9% 1.0% 1.1% 1.2% 20.2% 21.0% 21.7% 22.1% 23.0%
99.9% 99.9% 99.8% 99.8% 99.8% 81.3% 81.0% 80.3% 79.8% 81.6%
0.1% 0.1% 0.2% 0.2% 0.2% 18.7% 19.0% 19.7% 20.2% 18.4%

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019
10.5% 13.7% 13.8% 13.6% 11.5% 22.1% 23.7% 20.1% 20.5% 22.5%
26.3% 39.0% 18.0% 27.6% 32.6% 23.4% 21.9% 23.8% 23.1% 24.6%
29.7% 22.2% 28.3% 29.4% 24.0% 20.8% 21.3% 24.4% 25.4% 25.3%
66.5% 74.9% 60.1% 70.6% 68.2% 66.3% 66.9% 68.3% 69.1% 72.4%
33.5% 25.1% 39.9% 29.4% 31.8% 33.7% 33.1% 31.7% 30.9% 27.6%

Number of enterprises
Micro (1-9 employed)
Small (10-49 employed)
Medium-sized (50-249 employed)
MSMEs (1-249 employed)
Large(250+ employed)

Number of employed
Micro (1-9 employed)
Small (10-49 employed)
Medium-sized (50-249 employed)
MSMEs (1-249 employed)
Large(250+ employed)

Investments
Micro (1-9 employed)
Small (10-49 employed)
Medium-sized (50-249 employed)
MSMEs (1-249 employed)
Large(250+ employed)

Value Added
Micro (1-9 employed)
Small (10-49 employed)
Medium-sized (50-249 employed)
MSMEs (1-249 employed)
Large(250+ employed)

 Figure 5.  Data on Micro-, Small and Medium-sized Enterprises in Albania (in percentage)

Source: INSTAT

Based on the above, the particular importance and 
support to the local MSMEs is evident as the main 
contributors to (i) job creation (81.6%), (ii) value add-

ed (72.4%), (iii) 59.4% of total export value of goods 
and (iv) 68.2% of total investment in the economy. 
However, only 3.1% of MSME’s are exporters (3,221 
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MSMEs), of which the highest percentage is in the 
mining and quarrying industry with the lowest per-
centage of investment and value-added in the econ-
omy.

According to OECD 2019, Albania has fallen 
considerably behind the other Western Balkans 
economies in this dimension and stands below 
the WB average of 3.43. 

 Figure 6.  Scores for Dimension 10: Internationalisation of SMEs

Source: SME Policy Index: Western Balkans and Turkey 2019
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In the new Business and Investment Develop-
ment Strategy approved in July 2021, the Alba-
nian government nominated as the first pillar of 
the strategy “Investment attraction and Interna-
tionalisation of MSMEs”. This intervention area 
emphasises the strategic importance of invest-
ment and integration into the value chain and 
international markets for growth and sustain-
able development. Integration into international 
markets and the international value chain plays 
a critical role in increasing and diversifying ex-
ports and strengthening local businesses’ com-
petitiveness and innovative skills. 
In the 2020 EU Report Progress, Albania is 
considered at an early stage in the area of sci-
ence and research. Some progress was made 

during 2020, especially with the completion of 
the mapping phase of the Smart Specialisation 
Strategy. The development of a Smart Special-
isation Strategy (S3) started in 2017 under the 
lead of the Ministry of Education, Sports and 
Youth, in cooperation with the European Com-
mission; a road map for the S3 process was 
drafted, and the mapping phase of the S3 pro-
cess was completed in December 2019 with EU 
support.
According to BIDS, it is expected: (i) an increase of 
investment inflow from 7.6 % to 9 % of GDP; (ii) an 
increase of total exports of goods and services from 
31.5 % to 36 % of GDP; and (iii) an increased score in 
SME Policy Index (Integration of SMEs into global 
value chains).
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1. MAIN BARRIERS FOR THE 
INTERNATIONALIZATION OF ALBANIAN 
MSMES

According to the literature, barri-
ers to the internationalisation of 
MSMEs are divided into two main 
groups27: (1) Internal factors – Inter-

nal barriers associated with the corporate en-
vironment of the firm. Internal factors include 
human resources and managerial knowledge, 
technological innovations, ICT capacity, and 
firm size; and (2) External factors – External 
barriers associated with macro-environmen-
tal factors affecting the firm. 
In line with the above, we have summarized be-
low the perceptions on barriers to the internation-
alisation process from Albanian companies and 
associations operating in tourism, processing 
industry and agriculture identified during the 

27	 	European	Competitiveness	Report	

consultation process and Secretariat’s Question-
naire.
EXTERNAL FACTORS
I. Legal and regulatory dynamics have 

created the premises, but for a larger 
scale of tangible and direct results for 
MSMEs, it is required to streamline 
the policies and institutional efforts 
through execution of a clear and inte-
grated action plan towards a persistent 
vision.

There is advancement in alignment and im-
provement of the national agenda and policies af-
fecting MSMEs with that adopted at the EU level. 
Albania approved “Business and Investments 
Development Strategy 2021-2027”28 following 
a consultation process with a group of inter-
ests through Electronic Registry for Public 
Notification and Consultation and a dedicated 
plenary IC meeting in June 2021. The strategy 

28	 Approved	with	DCM	no.	466	dated	30.07.2021

FINDINGS
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acknowledges the pivotal role of the micro, 
small and medium enterprises in the economy 
while endorsing both the Small Business Act 
for Europe (2008) and SME Strategy For a Sus-
tainable and Digital Europe (2020), which put 
SMEs in the central of the new EU industrial 
approach29. For the first time, it clearly pro-
vides its three main pillars, among which is 
emphasized Investment Attraction and Interna-
tionalisation as a major field to be exploited by 
MSMEs through manufacturing, increasing of 
exports and larger integration in high-value 
global value chains. A detailed action plan is 
designed and tailored for each pillar (Strate-
gy’s Annex A).
(1) While the Strategy highlights its linkages with 

the strategic objectives of the Albanian gov-
ernment and the national and international 
legal framework, it does not highlight some 
of the initiatives so far, such as the draft 
law “On the Support and Development of 
Innovative Start-ups”, or the draft “On Uni-
fied Investments Law” which have been 
previously and extensively consulted also 
in dedicated IC meetings. It is not clear 
whether the strategic vision regarding 
the legal framework is oriented towards 
further prolongation of Law 55/2015 “On 
Strategic Investments” and the mainte-
nance into force of Law 7764/1993 “On 
Foreign Investments”, or the approval of 
the draft “On Unified Investments Law” al-
ready prepared with the assistance of IFC. 
In addition, although the Strategy has a 
separate reporting section on the progress 
of TEDA, it does not provide a consolidat-

29	 	Twin	transition-	green	and	digital	transition	is	the	ultimate	
plan	which	the	European	Commission	adopted	as	a	defining	
element	of	its	agenda	for	future	sustainable	growth.

ed strategic approach or plan on how to 
implement them according to law spirit30, 
attracting foreign investment in this area, 
nor a link to structural measures such as 
the establishment in 2019 of the Albanian 
Investments Corporation. 

(2) Draft law on “On the Development of Micro, 
Small and Medium Enterprises”31 subject to 
consultation through IC during June 2021 
and expected to approval in the upcoming 
weeks constitute the dedicated normative 
act to MSMEs. There is a growing need to 
support MSMEs with support measures/
state aid and mainly access to finance/
grants to increase their competitiveness. 
All these are constituent elements in the 
first pillar of the Strategy - Investment At-
traction and Internationalization framework 
and have been addressed through several 
articles in the draft law. They enable AIDA 
to be more operational and influential in 
this direction. 

In both cases, Secretariat has already pro-
vided a set of notes and recommendations for 
the improvement of the drafts—published32 
regularly and submitted to the MFE.
(3) The business community emphasizes that 

good governance at both central and local 
levels and formalised inter-institutional co-

30	 	Amended	with	the	Law	54/2015

31	 	The	title	of	the	Draft	Law	correctly	reflects	the	terminology	
of	the	European	Commission	Recommendation	2003/361/
EC,	published	in	the	Official	Journal	of	the	EU	L	124,	p.	36	
of	May	20	2003.	In	contrast	to	Law	8957/2002,	the	term	
“Micro-enterprise”	is	included	in	the	name,	highlighting	the	
growing	role	of	the	self-employed	in	the	country’s	economy.	
It	shall	replace	Law	no.	8957/2002	“On	Small	and	Medium	
Enterprises”.	

32 https://www.investment.com.al/meeting/meeting-xxiv-
consultation-of-draft-bids/
  https://www.investment.com.al/wp-content/uploads/2021/07/
EN_Suggestions-by-the-Secretariat-on-draft-law-on-MSMEs.
pdf
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ordination are essential elements for achiev-
ing objectives related to MSMEs internation-
alization. While there are several actions, 
projects and supporting programs on-
going at both government agencies and 
donors’ levels that target the sophistica-
tion of MSMEs, still the latter inclusion 
in informative training, marketing activi-
ties, promotion (trade fair, etc.), business 
intelligence activities, certification and 
increase of standards, access to finance 
mechanisms, trade fairs, etc.) is perceived 
as limited and not all-inclusive. Obvious-
ly, recent Covid-19 restriction would have 
influenced, but companies and business 
representatives (e.g. Durres Chamber of 
Commerce and Industry) urge for more 
coordinated efforts by the actors involved 
in promoting such initiatives and reaching 
out directly through more inclusiveness 
to MSMEs operating all over the country, 
rather only those in main urban areas. 
From this perspective, institutional coor-
dination among the institutions envisaged 
to follow the implementation of the strate-
gy and action plan is required to optimise 
the impact of such programs and projects 
in tangible results for a large scale of MS-
MEs. 
In addition, sustainable institutional coor-
dination is of utmost importance to ensure 
alignment and speed up the development 
objectives. For example, considering that 
the Strategy shall be followed by a specific 
Strategy on Exports and it is cross-cutting 
with several more development strategies 
(e.g. NSDI, ERP, Smart Specialisation, Ag-
ricultural Strategy 2021-2027 etc.), which 
have different timelines of approval and 

implementation, their alignment to ensure 
the adequacy of supporting measures, 
calls for focus and follow up of the ac-
tions. It would be beneficial for the whole 
ecosystem, that Government to promote 
GVC mindset by attracting targeted FDI/
GVCs that fit the country and to ensure 
coherence and consistency within all the 
government policies (trade, investment, 
finance, labour, industry) and actions as 
following:
(a) timely supply-side capacity building 

through improving infrastructure /lo-
gistics;

(b) supporting training/advocacy on SME 
financing;

(c) access to information;
(d)  conducive laws and regulations, 
(e)  logistic infrastructure or support in-

dustry cooperation (i.e. SME clusters).
Moreover, this is also relevant for coordinat-
ing cooperation and efforts with municipali-
ties that are currently missing or limited with 
some exemptions. Although municipalities 
should have a determinant role in the day-to-
day activity of MSMEs, our analysis conclud-
ed that enterprises generally perceive them 
(with some exceptions) as absent in their com-
mitment and support for local economic poli-
cies as well as for the fulfilment of obligations 
regarding the cleaning service and waste 
management.
(4) Some of the regulatory interventions to date 

have reduced the administrative burden sig-
nificantly for MSMEs in particular and have 
facilitated the application of services towards 
or by them33. This has been acknowledged 

33	 However,	there	are	areas	for	improvements.	For	example,	
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during interviews, desk research and in in-
ternational reports34:
a. Registering a business and applying 

for licences and permits have been 
streamlined. Following the merger of 
the national registration and licens-
ing centres to create the National 
Business Centre (NBC) in 2016, entre-
preneurs can obtain one-stop-shop 
services such as registration, permits 
and licences. NBC’s establishment has 
played a pivotal role in reducing unnec-
essary bureaucracy and procedures 
for MSMEs. In an initiative supported 
by EBRD, Albania’s trade register ad-
ministered by the National Business 
Centre joined the Business and Fi-
nancial Data Exchange (BIFIDEX)35, a 
regional business registration portal 
in the Western Balkans36. The portal’s 
information and data can serve as vast 
information for MSMEs when finding 
partners and exporting in the foreign 
markets and an example of creating a 
single market of data related to entre-
preneurs in the region.

b. The digitalisation of government ser-

although	VAT	reimbursement	processes	towards	eligible	
businesses	have	been	more	punctual	from	tax	administration,	it	
is	reported	that	the	process	lacks	for	automatic	reimbursement	
and	tax	audit	takes	place.	Additionally,	uncoordinated	and	
frequent	inspections	still	take	place.	As	earlier	analysed	by	the	
Secretariat	of	the	Investment	Council,	inspection	reform	was	
never	concluded	nor	substantially	implemented.	

34	 	According	to	the	OECD	SME	Ministerial	Conference	2018	
regulatory	barriers	to	entrepreneurship	have	been	declining	
over	time

35	 	https://www.bifidex.com/en/registries

36	 	BIFIDEX	enables	searches	and	reports	for	legal	entities	
and	persons	registered	in	the	official	registries,	regardless	of	
their	status	(active	or	deleted).	Financial	data	statistics	are	from	
the	last	available	processed	financial	statements	of	active	legal	
entities	for	which	financial	data	are	available	on	BIFIDEX.

vices has reduced the administrative 
burden on MSMEs. The e-Albania ser-
vices, as already evidenced by IC sur-
vey 2020-2021, played an important 
role during the pandemic in facilitat-
ing trade, business circulation and im-
plementation of financial supporting 
measures, thus reducing the compli-
ance burden for businesses.

c. The legal framework on insolvency 
proceedings has also been strength-
ened. The new Law on Bankruptcy, ad-
opted in 2017, includes many features 
left out of previous legislation and now 
provides the basis for efficient insol-
vency procedures and allowing debt 
reorganisation37.

d. Regulatory Impact Analysis (RIA) is 
recently becoming a standard in the 
earlier legislative process, including 
the aforementioned regulations af-
fecting MSMEs. However, it is only 
one/two years that it started to be im-
plemented, and more efforts could be 
allocated to its key objective. RIA is 
a systemic approach to critically as-
sessing the positive and negative ef-
fects of proposed and existing regula-
tions and non-regulatory alternatives 
through various methods. It has in-
creasingly become an important ele-
ment of an evidence-based approach 
to policymaking in many OECD coun-
tries.

37	 	The	EBRD’s	Legal	Transition	Team	has	been	working	
on	an	assessment	on	business	reorganisation	tools	in	all	38	
economies	where	the	EBRD	is	active.	Detailed	information	
and	other	resources	can	be	accessed	in	here.	Nevertheless,	
the	trade	accessibility	of	countries	is	driven	by	more	than	the	
geographic	distance	from	their	trading	partners.
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need for an integrated tourism vision focused on 
quality and local value added and not quantity, 
by respecting nature and culture limits. While 
the garment sector representatives are looking 
for upgrading their standards due to supplier 
requests and increased competition/prices for 
those that import raw material. More attention 
could be allocated to the advocacy in the sector 
of innovative entrepreneurs that have already 
invested in new standards and modernising 
their business process. 

(5) Entrepreneurs perceive informality, ac-
cess to finance and trade policies as the 
main obstacles to external factors that 
undermine their efforts for global ex-
pansion and integration to global value 
chains, along with access to external fi-
nancial resources and the government 
sustainable trade policy.

From the following factors indirectly related to your company, which can be 
considered 3 main obstacles to integration in international value chains?

7%

10%

11%

13%

18%

19%

22%

0% 5% 10% 15% 20% 25%

Aksesi në Teknologjinë e
Informacionit dhe Komunikimit

Logistics (storage,
procedures, etc.)

Trade facilitation

Infrastructure (roads,
ports, airports, etc.)

Trade policies

Access to Financing

Informality

Note: Issues of Informality and Access to 
finance as concerns for entrepreneurship 
have been addressed in previous IC meet-
ings. Trade policies, focus of the Trade 
Committee, were not considered during 
this analysis.

 Figure 7.  Indirect (external) obstacles to internationalisation

Source: IC Secretariat’s Questionnaire

The perception is different in different sectors. 
In tourism, infrastructure is the main obstacle, 
which needs attention by the government to 
ensure proper function of this sector, while for 
manufacturing, trade policy and informality are 
perceived at the same level. Agriculture pays 
attention to informality as their main sector is-
sue. We would like to confirm that even during 
the consultation with representatives of the 
tourism sector, issues related to infrastructure 
were highly prioritised, by emphasizing the 
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 Figure 8.  Indirect (external) obstacles to internationalisation as per sectors

tegration to the global value chains of MS-
MEs. 13% of companies perceive that the 
lack of roads, ports, airports limit their ef-
forts to better services. Despite many past 
initiatives (local or regional), infrastruc-
ture is still considered an issue for trading 
businesses. 

INTERNAL FACTORS 
I. Limited Financial Resources
(1) Limited financial resources and access 

to external sources of funding restrain 
MSME to go international. Our analyses 
show that although in favour of interna-
tionalisation and integration to the value 
chain, around 33% of responders perceive 
limited financial resources as the first ob-
stacle in expanding their companies’ ac-
tivities toward exports. 

From the following factors indirectly related to your company, which can be
considered 3 main obstacles to integration in international value chains:
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From the following factors indirectly related to your company, which can be
considered 3 main obstacles to integration in international value chains:

Trade facilitation

Access to Financing

Logistics (storage,
procedures, etc.)

Access to Information and
Communication Technology

Trade policies

Informality

Infrastructure (roads,
ports, airports, etc.)

Source: IC Secretariat’s Questionnaire

(6) Bottlenecks in infrastructure/logistics – 
Geography is an important determinant 
of countries’ ability to join GVCs38, and the 
ability of firms and countries to participate 
in GVCs is greatly affected by the quality 
of physical infrastructure, such as roads, 
ports, and airports, as well as the efficien-
cy of the procedures followed in the opera-
tion of those facilities. 

 Reaching the border is still considered a 
pervasive constraint to the exports and in-

38	 	Kowalski	et	al.	2015;	OECD	2012
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 Figure 9.  Main obstacles in export expansion 

Source: IC Secretariat’s questionnaire

The above finding is persistent across the three 
sectors analysed through the Secretariat’s ques-
tionnaire. More specifically, 44% of companies 
operating in manufacturing and 35% of compa-
nies operating in the tourism sector highlighted 
limited financial resources as the first important 
obstacle limiting their ability to integrate into the 
global value chain and export their products. In 
agriculture, it gets similar importance as ICT and 
innovation technologies.

 Figure 10.  Main obstacles in export expansion 
according to sector

From the following, which can be considered the 3 main 
obstacles in expanding the company's activities towards exports?
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According to the textile processing industry 
representatives, financial resources limit their 
ability to step into a higher value-added phase 
of their activity, requiring the latest technology 
in machinery and raw material. Referring to 
sector estimations39, companies need around 
32 million euros to finance the upgrade to new 
technologies in machinery and equipment 
and 15 million euros to finance their working 
capital. Unfortunately, they claim that com-
mercial banks are too rigid and bureaucratic 
in lines of credit, so this industry has turned to 
other financial institutions to borrow money 
at very high-interest rates40. 
(2) Various financial supporting programmes 

through donors are active in Albania; for 
example, several KFW and EBRD pro-
grammes41  provided in the form of guar-
antee schemes, risk-sharing tools or 
technical assistance and implemented in 
collaboration with the banking sector. To 
address the asymmetry in information 
among the MSMEs on these applicable 
supporting programs that facilitate access 
to finance, AIDA and EBRD set up a unified 
informative online platform (aida-smefi-

39	 	Estimations	of	“Proekport	Albania”	Association,	December	
2020.	The	“Proeksport	Albania”	association	is	the	unique	
representative	of	the	clothing	and	footwear	industry	of	the	
country.	This	industry	includes	700	large	and	small	factories	
as	active	enterprises	in	the	country	with	more	than	70	000	
employed	people.	

40	 According	to	OECD:	SMEs’	are	too	small	to	support	the	
heavy	hand-holding	approach	banks	use	for	corporate	finance,	
and	SMEs	do	not	have	the	Bloomberg	screen-ready,	third-
party	rating	and	other	information	corporate	bankers	need	
to	see,	nor	audited	accounts	(nor	any	decent	accounts,	in	
many	cases).	In	most	emerging	markets	(and	in	many	OECD	
markets),	SMEs	and	their	entrepreneurs	have	no	credit	report,	
because	they	have	never	borrowed	from	a	formal	financial	
institution.

41	 	Such	as	Women	in	Business,	Competitiveness	Support	
program,	AASF,	ASB,	GEFF,	etc.

nance.gov.al). This platform currently con-
tains all existing financing and support 
schemes for MSMEs, but from the meetings 
with business representatives, a more exten-
sive promotion of this platform is needed to 
reach the MSMEs’ community and help them 
benefit from these programs.

(3) In terms of supporting grant schemes and 
IPARD funds, as we have stated in previous 
materials, a considerable focus during IP-
ARD I and II calls was given to the diversi-
fication of farms, especially in technologi-
cal improvements in fruits and vegetables, 
meat and dairy subsectors. Meanwhile, 
during the third call, some attention is no-
ticed regarding the renewable energy 
investments such as in photovoltaics 
installations, resulting not only in costs 
reductions but also in the increase of the 
companies’ corporate responsibilities to-
ward environmental protection. A benefit 
for businesses that include the ESG con-
cept in their business strategy is also a bet-
ter scoring in terms of lending from banks 
and in their positive international repre-
sentation. 

Moreover, during 2020 and 2021, in the na-
tional support grant schemes, a new pillar 
is included relating to GAP certifications, 
resulting in better standards and quality for 
companies’ products or services and certainly 
better chances of integration in the interna-
tional supply chains.

II. Key obstacles perceived by the busi-
ness in competing to sell its products 
in international markets
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(4) Companies size and productivity levels 
limit Albanian MSMEs ability to com-
pete in regional/European or other in-
ternational markets. According to the IC 

questionnaire, 20% of companies consider 
that size and productivity level is the sec-
ond most important obstacle to export ex-
pansion. 

 Figure 11.  Main obstacles to export expansion

Source: IC Secretariat’s questionnaire

(5) Low export experience level is considered 
a significant barrier limiting most MS-
MEs’ access to global markets and value 
chains. 13% of responders emphasize that 
companies’ export experience is the third 
significant obstacle to entering interna-
tional markets.

(6) Lack of levels of certification and com-
pliance with international standards 
make Albanian MSMEs less competitive 
than foreign companies limiting their 
possibility of integration into global val-
ue chains. This obstacle is more predom-
inant in the processing industry and ag-

From the following, which can be considered the 3 main 
obstacles in expanding the company's activities towards exports?
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riculture. Referring to consultations with 
textile processing companies, the lack of 
financial means limits their ability to ob-
tain certifications, and consequently, it is 
difficult for them to participate in fairs to 
exhibit their products and gain potential 
clients. While for the agro sector, we have 
already provided insights evidenced in 
the IC Meeting “Investment Promotion in 
Agro-processing.42”

42	 	https://www.investment.com.al/meeting/meeting-xxii-
stimulation-of-investments-in-agro-processing/
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 Figure 12.  Main obstacles to integration into GVC

and only 6% (Figure 13) accepted that man-
agerial knowledge limits integration to the 
global value chain. Benchmarking with Eu-
ropean countries experience in MSMEs inter-
nationalisation distinguishes the level of in-
ternational management experience, foreign 
language proficiency, the scope of vision, and 
market knowledge as quite important for the 
MSME integration in the global value chain.

Source: IC Secretariat’s questionnaire 

III. Human Resources and managerial knowl-
edge 

(7) Inadequate managerial knowledge is con-
sidered a significant barrier to the interna-
tionalisation process of micro, small and 
medium enterprises. In fact, we notice that 
only 12%43 of interviewed companies rec-
ognised managerial knowledge as a signif-
icant barrier/incentive to export expansion, 

43	 	Without	prejudice,	we	can	conclude	that	this	result	is	
influenced	by	the	respondent	who	may	be	the	manager	of	the	
company

From the following factors directly related to your company, which can 
be considered 3 main obstacles to integration in international value chains?
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 Figure 13.  Main obstacles to export expansion

tion, particularly of specialized staff of var-
ious sectors of the economy. b) Although in 
2020, there were 82,92145 registered jobseek-
ers, companies do not find workers with the 
appropriate needed skills. Lack of employ-
ees is turning into a significant concern for 
MSMEs. As already mentioned, 38% of inter-
viewed companies expressed their concern 
related to the workforce (17% recognised 
workforce quality as the third obstacle to 
internationalisation, followed by 16% con-
sidering workforce availability as the fourth 
obstacle). More specifically, the tourism sec-
tor perceives workforce quality as their main 
impediment to integration into GVC; man-
ufacturing declares workforce availability 
more important than quality, while the agri-
culture sector prioritizes quality over work-
force availability.

45  INSTAT 2020 data
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`According to the European Competitiveness Re-
port44, larger firms are more likely to export and 
also exhibit better export performance. This is 
related to the negative dependence of firm size 
on exporting – and especially micro-enterpris-
es – is argued with lower resource capacities in 
terms of financing, knowledge, and managerial 
experience. Also, based on the recent Secretari-
at’s consultation, the challenge remains on how 
to mitigate better the effect related to the firm’s 
size since, as already mentioned, more than 99% 
of the registered companies are MSMEs.
(8) Quality and availability of workforce lim-

it companies’ growth and expansion. Not 
only management factors but the lack of 
qualified human resources is also regard-
ed as a major barrier. This could be related 
to several factors, such as a) in recent years, 
Albania has been facing workforce emigra-

44	 	https://ec.europa.eu/growth/content/european-
competitiveness-report_en

Source: IC Secretariat’s questionnaire 
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 Figure 14.  Main obstacles to integration into GVC

To afford the above, also relaxed by several re-
cent legal adjustments regarding the import 
of human resources, companies operating 
in sectors like the textile processing indus-
try and tourism are considering importing 
workforce from low-income countries to 
mitigate the lack of availability and quality 
of workers in Albania. Based on our consul-
tation with the business, this is to be closely 
monitored as an issue due to the complexity 
of cultural differences and the working envi-
ronment by sector.

(9) Lack of harmonisation between the needs 
of MSMEs for skilled workers and vocation-
al school’s curricula. During the consulta-
tion process, companies were concerned 
about their inability to find workers and 
highlighted their needs for qualified work-
ers (for example, according to estimations 
of textile processing industry association, 
there are 10,000 vacancies in the sector, 

From the following factors directly related to your company, which can 
be considered 3 main obstacles to integration in international value chains?
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Source: IC Secretariat’s questionnaire 

and it is difficult to be fulfilled, although in 
the country there are 82,92146 registered job-
seekers). In general, links between MSMEs 
and schools (secondary and universities) are 
considered vague (referring to a study done 
by Albanian Skills with around 200 compa-
nies, 50% of these companies didn’t recog-
nise vocational schools/their curricula and/
or their students) and thus companies face 
problems during the recruitment process. 
One of the consulted business stakeholders 
in the garment sector, already exporting to 
the UK, confirmed that it is planning a turn-
over increase by 50% in late 2022 but cannot 
afford the gap in labour skills while empha-
sising recent efforts undertaken by different 
actors in regard.

46	 	46,420	with	primary	education,	29,803	with	secondary	
education	and	6,698	with	university	education)	–	INSTAT	2020	
data
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(10) The workforce’s training and upskilling 
are essential for developing MSMEs, but 
generally, companies do not have a dedi-
cated fund for that47. From the consultation 
process, we understood that companies do 
train their employees in technical skills, but 
what is missing is training in soft skills, work 
ethics and discipline. 

IV. Innovation and Technology 
(11) MSMEs in Albania do not consider innova-

tion and technology as three main obsta-
cles to their internationalisation process. 

 In fact, the literature suggests that this is an 
essential determinant of national economic 
competitiveness and “propose an economic 
development model that sees countries move 
from being factor-driven to investment-driv-
en to innovation-driven48. Also, productivity 
and technology enhancements are viewed 

47	 	IC	survey,	Meeting	XXIII,	Innovation	in	Entrepreneurship	

48	 	Lopez-Claros,	2009[3];	Porter,	2003.

as key drivers of successful integration with 
the production networks of multinational 
corporations. Small and medium-sized en-
terprises are considered to perform better 
when they are allied with other SMEs or with 
large enterprises, including multinational 
corporations49. Although very limited, we 
note later some government intervention in-
centives in regard to the support focusing on 
technology in specific creative (agro, renew-
able energy, waste, etc.) sectors. Also, during 
the previous Secretariat’s survey, companies 
have declared to pay great attention to the 
introduction of innovation in their activi-
ties, especially after the Covid-19 pandemic, 
mainly in new technologies and risk man-
agement. However, mentality, lack of trust and 
lack of knowledge are still considered the main 
obstacles in using innovation and more focus is 
needed in this direction.

49	 	ASEAN,	2015

 Figure 15.  Main obstacles in using innovation 

Source: IC Secretariat’s questionnaire (IC Meeting XXIII “Innovation in Entrepreneurship”, March 2021)
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(12) Albanian MSMEs are not fully benefiting 
from the digital transformation processes 
that can boost the development of new and 
trustworthy technologies, thus speeding 
up the SMEs integration in internation-
al value chains. According to the study 
“Support for the digitalisation of SMEs in 
Albania to mitigate the negative economic 
impact of COVID-19”, some interesting facts 
arise from the analysis of the surveyed com-
panies: 

 » Considering the basis of digitalization, 
internet connection, Albanian SMEs 
are performing at a satisfactory lev-
el. Survey results show that almost all 
SMEs are connected to the internet, and 
around 94% of them provide computers 
to their employees for business purpos-
es. However, Albania ranks the last in 
terms of usage of the computer and internet 
from the employees50. 

 » Enterprises are performing quite well in 
terms of selling online across borders as 
well as in terms of the adoption of social 
media in the promotion of their products 
and services. Compared to e-commerce 
adoption51, in the case of e-commerce 
turnover, for Albanian enterpris-
es, there is still progress to be done in 
terms of scaling it to the total sales. Al-
though Albania has some good models 

50	 	Although	94%	of	SMEs	provide	computers	to	their	
employees	for	business	purposes	(at	least	one),	28%	of		total	
employment	uses	a	computer	with	internet	access	–	having	the	
lowest	percentage	in	Europe	and	region.

51	 	About	18%	of	them	Albanian	SMEs	sell	online.	When	
considering	the	cash	in	hand	deliveries	–	direct	online	
sales	through	social	media,	this	figure	increases	to	23%	
(considering	only	SMEs).	(Study	“Support	for	the	digitalisation	
of	SMEs	in	Albania	to	mitigate	the	negative	economic	impact	
of	COVID-19,	March	2021,	IDRA	Research	&	Consulting	
(contracted	by	EBRD)

of e-commerce marketplaces, still en-
terprises, and mostly those at smaller 
levels, tend to keep the spontaneous and 
less sustainable online selling through 
social media52, not benefiting from the ad-
vantages to being part of an e-commerce 
marketplace, such as low costs, established 
business model, better customer outreach, 
better apprehension of demand.

 » However, in terms of business digitali-
zation, low levels are assessed regard-
ing the adoption of electronic informa-
tion sharing software’s, using data to 
adapt to consumer demands and the 
low adoption of cloud computing ser-
vices. Although there is a general inter-
est in the importance of having an e-mail 
account, company websites, cloud com-
puting services, finance or accounting 
software applications or Customer Re-
lationship Management (CRM) appli-
cation, mostly the large companies are 
the ones benefitting from them, while 
MSMEs still need to catch up. 

Based on the above, we would conclude that con-
certed efforts would be allocated to the advocacy 
on changing mentality to the MSME management 
capacity focusing more on building new knowledge 
and trust to innovation at the firm level supported 
by other external instruments such as specialisation 
targeting strategy.

52	 	Only	4%	of	MSME	sell	through	an	E-commerce	
marketplace	–	(Study	“Support	for	the	digitalisation	of	
SMEs	in	Albania	to	mitigate	the	negative	economic	impact	
of	COVID-19,	March	2021,	IDRA	Research	&	Consulting	
(contracted	by	EBRD)
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V. Market Intelligence
(13) Lack of information on targeted 

markets is considered the second ma-
jor obstacle to integrating micro, small 

and medium enterprises into global 
value chains and export expansion, 
most dominant in the manufacturing 
and agriculture sectors. 

 Figure 16.  Main obstacles to integration into GVC

From the following factors directly related to your company, which can 
be considered 3 main obstacles to integration in international value chains?

1%

6%

14%

15%

16%

23%

24%

0% 5% 10% 15% 20% 25% 30%

Foreign (company) ownership

Managerial skills

Innovation and Technology in the company

Workforce availability

Quality of the Company Workforce

Lack of information on the company's target markets

Competitiveness in the target markets of the
company (Standard, procedures, tariffs, etc.)

From the following factors directly related to your company, which can 
be considered 3 main obstacles to integration in international value chains?

0% 5% 10% 15% 20% 25% 30%

Foreign (company) ownership

Managerial skills

Innovation and Technology in the company

Workforce availability

Lack of information on the company's target markets

Competitiveness in the target markets of the 
company (Standard, procedures, tariffs, etc.)

Quality of the Company Workforce

Tourism

0%

From the following factors directly related to your company, which can be 
considered 3 main obstacles to integration in international value chains?

0% 5% 10% 15% 20% 25% 30%

Foreign (company) ownership

Managerial skills

Innovation and Technology in the company

Workforce availability

Quality of the Company Workforce

Lack of information on the company's target markets

Competitiveness in the target markets of the
company (Standard, procedures, tariffs, etc.)

Processing Industry (garments)

0%
0%

15%

17%

20%

22%

27%

Source: IC Secretariat’s questionnaire 

 Figure 17.  Main obstacles to integration into GVC- Sector level 
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(14) Lack of marketing role in MSME defines 
the absence of established relationships 
between potential customers in foreign 
markets and companies’ products/ser-
vices. During our consultation with man-
ufacturing MSMEs, well-positioned in ex-
port – it was reaffirmed that established 
relationship with the foreign suppliers 
obliged for certification with the rele-
vant standards, which in turn helped to 
enlarge its market. Obviously, apart from 
this, the country’s promotion as a cen-
tralised service by an official institution is 
required to ensure adequate marketing of 
Albanian products and services. Low par-
ticipation level in international trade fairs/
exhibitions is also mentioned by exporting 

companies as another obstacle to getting 
recognised into international value chains. 
In addition, lack of well-defined business 
plans and dedicated functions within the 
corporate to build company strategy into 
GVC participation. 

VI. OTHER
(15) MSMEs are in favour of internationalisa-

tion53, and to be successful, they prioritise 
government support mainly in the regu-
latory area, external environment and 
capacity building. Mentoring and train-
ing, which include technical support (e.g. 
quality standards or loss reduction, risk 
management, market research, ICT us-
age), is where MSMEs have less knowl-
edge and need the most support. 

As already mentioned, internationalisation 
relates to entry barriers, meaning delivering 
a standardised product/service at a compet-
itive price on agreed time. Competitiveness 
depends not only on complying with specific 
standards product/process related to quality, 
safety, environment, preservation, respect for 
labour but also on unfavourable/favourable 
business environment – rules, but also regu-
lation, red tape/corruption, political stability, 
and insufficient business development ser-
vices.

53	 	79%	of	responded	companies	are	positive	towards	
internationalisation,	AIC	survey	October	2021

From the following factors directly related to your company, which can be
considered 3 main obstacles to integration in international value chains?
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 Figure 18.  Support to MSMEs 

ed machinery & equipment used for investment 
in agro-processing, exemption of fuel for agri-
cultural machinery operations from all taxes 
(starting from 2021), partial reduction of VAT for 
agriculture product purchased to farmers (fiscal 
package in 2019, refund VAT level for farmers 
from 6% from 20%).

(16) Companies perceive that MSMEs are most-
ly indirect exporters54 and regional export-
ers. EU and Western Balkan countries are 
considered potential markets for expan-
sion. The covid-19 pandemic has enhanced 
nearshoring, and MSMEs believe it is the 
right moment for Albania to exploit the op-
portunity supported as well in the latest in-
ternational reports55. 

54	 	Indirect	exporting	is	the	process	of	selling	products	to	
an	intermediary,	who	will	then	sell	your	products	directly	to	
customers	or	importing	wholesalers.

55	 	https://wiiw.ac.at/getting-stronger-after-covid-19-
nearshoring-potential-in-the-western-balkans-dlp-5814.pdf

According to our consultation, the business ac-
knowledges the cost, but it still favours the sup-
port through the adoption of world standards 
and credible certification (e.g. Global Gap group 
certification option provided by RISI Albania, far 
cheaper when compared to individual farmer), 
etc. In this direction, the business claims more 
government support and advocacy for local en-
trepreneurs that keep quality and brand and pro-
mote responsible business conduct.
We also would like to mention the progress re-
lated to the reimbursement of VAT during 2019-
2020, confirmed during the consultation with 
business, especially from RPA exporters.  As of 
January 2021, small businesses with turnover be-
low ALL 14 million will not pay profit tax, while 
the threshold for VAT purposes is ALL 10 million.
This is also followed by relevant sector fiscal 
incentives such example in Agro - exemption of 
agricultural inputs from value-added tax (fiscal 
package 2019, Exemption from VAT of import-

 

0% 5% 10% 15% 20% 25% 30%

If you are in favor of integration, what are the 3 main pillars where 
the support from the Government in the country should be focused?

 

20%

22%

26%

26%

27%

Targeting foreign markets by sectors

Attracting foreign investment

MSME capacity building, Regulatory area 
- Standardized of products / services, 

Targeting foreign markets by sectors

External environment where MSME operates

Regulatory area - Standardized
products / services

Source: IC Secretariat’s questionnaire

w w w . i n v e s t m e n t . c o m . a l

 Figure 19.  Potential markets for expansion 

Source: IC Secretariat’s questionnaire

2. SECTORIAL CONTEXT WHERE 
MSMES OPERATES. CHALLENGES AND 
OPPORTUNITIES56. 

BOX 1
SECTOR
TOURISM57/AGRITOURISM

Challenges
(1) High informality in the sector
• As measured through tax declara-
tion and tax administration self-assess-
ment, the level of informality in the tour-
ism sector is estimated to be 40% (GDT, 
2018). The informality in the sector con-
sists of under-reporting economic ac-
tivity to evade tax payment, undeclared 

56	 	Without	prejudice	to	the	action	taken	so	far	to	address	the	
systemic	issues.

57 Meeting	XIV	“On	Formalization	of	Tourism”
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expansion potential for Albanian companies:

2%

3%

3%

4%

10%

10%

11%

20%

37%

0% 5% 10% 15% 20% 25% 30% 35% 40%

South Amerika

Africa

Australia

Azia

USA

Scandinavian countries

UK

WB

EU

employees, declare of lower wages, 
economic transactions without issuing 
invoice (coupon), and unregistered eco-
nomic units.
• Business perception on the forms 
of informality faced show some pe-
culiarities if looked through touristic 
destination and business size. Coastal 
touristic destinations report tax eva-
sion and informal employment as the 
main forms of informality in the tourism 
sector in their localities. Cultural and 
historical destinations such as Korça, 
Gjirokastra and Berat confirm as a ma-
jor concern competition from unregis-
tered guesthouses or family businesses 
which pressure the price competitions 
reducing the average pricing of touristic 
services in those areas.
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• Businesses call for diversified 
fiscal interventions to support formal-
ization in compliance with business 
model and destination. Businesses ask 
for coherence among fiscal stance and 
the public investment agenda. Public 
investments that capitalize on large in-
ternational investments such as TAP 
Pipeline and enable local businesses’ 
access to alternative energy sources 
were required by business representa-
tives (Korça) to support their tourism 
sector to gain cost efficiency. The need 
for public investments in the promotion 
of destinations, roads, clean environ-
ment, green and sustainable alternative 
energy was posed in all consultation 
with business representatives.
(2) Low quality and number of human re-
sources to support the development of tour-
ism services
• Businesses during consultations 
pointed out the difficulty in hiring well-
trained staff. Quoting a business rep-
resentative in Gjirokastra “…We have 
tourists, but we cannot find waiters”. 
Demographic changes and migration 
have strongly impacted some regions, 
posing constraints on the availability 
of qualified staff. In some regions, lack 
of professional schools or training pro-
grams was identified as the main con-
cern regarding the quality of human 
resources (e.g. in Gjirokastra). In the 
Korça region, businesses identified rig-
id cooperation between the sector and 
education institutions such as univer-
sities or VET schools. The difficulty of 

attracting interns from abroad to work 
during the season was also mentioned 
as a barrier to fulfilling the need for En-
glish-speaking staff or tour guides.
(3) Access to finance for the sector was also 
considered a barrier to new investments 
• The perception contradicts the 
availability of credit in the second-tier 
banking system. For some time now, 
banks have tightened the conditions 
for crediting to reduce the risk; howev-
er, the system is very liquid, and there 
are available funds. Ownership of land, 
viable business plans and informality 
in declaring financial indicators (profit 
and cash flows) are the main reasons 
for the constraint to access financial re-
sources.
(4) Low prevalence of transactions with 
debit/credit cards in tourist areas, as an el-
ement of low sophistication of services and 
the grey economy
• The predominance of cash trans-
actions does not only enable a more 
grey economy, but it constitutes a com-
petitive disadvantage for Albania, par-
ticularly with regard to attracting more 
independent foreign tourists.
(5) High margins of improvement of mu-
nicipal services towards the tourism in-
dustry
• A stronger link should be estab-
lished between what operators in the 
tourism sector pay, especially in re-
gards to local taxation, and what they 
receive in terms of local municipal ser-
vices, such as efficient waste and envi-
ronmental management, which is a key 
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factor in attracting and retaining higher 
spending foreign visitors in the country.

OPPORTUNITIES 
(1) The contribution of travel and tour-
ism to GDP reached 20.5% in 2019, with a 
decrease during 2020 reaching 10.6% due 
to the strong pandemic effect of Covid-19. 
21.3% of total employment is devoted to trav-
el and tourism (with a decline during the 
2020 pandemic year reaching only 17.5% of 
total employment. 77% of total spending in 
this sector comes from international spend-
ing, and around 78% of spending is for lei-
sure. Tourism and hospitality provide for 
a diversified employment opportunity and 
growth of MSMEs towards sustainable eco-
nomic activities.
(2) Expected investments in infrastruc-
ture and connectivity shall increase to at-
tract more tourists, but this should be seen 
as an opportunity for the sophistication of 
the offer and, rather than attracting more 
tourists, to attract higher-spending visitors 
from sustainable markets.
(3) Combination of sea tourism with the 
continental destinations in agritourism to 
distribute the financial impact from tour-
ism in urban and rural areas and promote 
cultural heritage values to sophisticate the 
tourism offer and increase its value.

MEASURES OF SUPPORT
A. Incentives in tourism
• VAT reduction for accommodation 
structures from 20% to 6%. A reduced rate 
of value-added tax applies to the provi-
sion of accommodation services in ac-

commodation structures, according to 
the categories set out in legislation in the 
field of tourism, which is 6 per cent appli-
cable as of June 2017.
• VAT 6% applied for any services sup-
plied within the accommodation structures 
classified as 5* hotel/resort, special status” 
into force as of January 2018.
• Exemption from corporate tax for a 10-
year period, for accommodations structures, 
“4 * and 5 * hotel/resort, special status”, which 
reach to receive special status until Decem-
ber 2024. According to this provision, the 
effects of this exemption begin when the 
accommodation structure starts the eco-
nomic activity, but no later than 3 years 
from receiving the special status.
• “Exemption from the building tax for 
accommodations structures, “4* and 5 * ho-
tel/resort, special status” as per the Law “On 
Tourism” provisions and are the bearer of 
a trademark internationally known as a 
brand name. Into force as of April 2018.
• Exemption from tax on the impact on 
infrastructure for accommodations struc-
tures, “4 *and 5 * hotel/resort, special status” 
as per the provisions of the law “On Tour-
ism” and which are the bearer of a trade-
mark internationally known as brand 
name into force as of January 2018.
• Exception from VAT of supply of fuel/
and imports of yachts other naval vessels 
into force as of July 2020.

B. Incentives in agritourism
• VAT reduction for accommodations 
structures certified as “agro-tourism en-
tities” from 20% to 6%. The reduced VAT 
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shall be applicable as of 1 January 2019 
for accommodation and restaurant (ex-
cluding drink) structures certified ac-
cording to the criteria of the CoM No.22 
date 22.01.2018. One of the main criteria 
for “agro-tourism entities” is that they 
should have a capacity from 6-30 accom-
modation rooms.
• Corporate income tax to be reduced 
from 15% to 5%. This change will take place 
as of 1 January 2019 for taxpayers certified 
“’agro-tourism entities
• Exemption from tax on impact on 
infrastructure for “agro-tourism entities” 
which shall perform investments in their 
scope. This measure enters into force as of 
1 January 2019.

BOX 2
SECTOR 
AGRICULTURE/AGRO-PROCESSING58

CHALLENGES
(1) The persisting issue of agricultural 
land parcelling - a problem for sustainable 
investments and high productivity
• According to INSTAT, in 2014, 
compared with the previous year, an in-
crease of 0.4% in the number of farms 
was noted, followed by the decline of 
average farm size by 0.6%. Agricultural 
land in which a farming family oper-

58 Meeting	VI	“For	Formalization	of	Agriculture”,	Meeting	
XXI	“On	Economic	Recovery	Post	Covid-19”,	Meeting	XXII	
“Stimulation	of	Investments	in	Agroprocessing”

ates in Albania is currently limited to 
an average of 1.16 ha. The size and its 
fragmentation into several parcels (av-
erage 3-4) for any agricultural economy 
impedes the rise of economies signifi-
cantly to the level of competitiveness in 
regional and European markets.
(2) Lack of land ownership titles and dy-
namics of local government reform
• The shortcomings in the official 
registration of agricultural land and 
lack of property titles (land deeds) are 
one of the issues that effects informali-
ty, the establishment of the land market, 
the lack of investment and the applica-
tion of the current support schemes and 
those expected to be realised through 
EU/IPARD and ARDA program. Farm-
ers report difficulties acquiring the title 
deeds as there are many inaccuracies 
among the cadastral maps and the actu-
al division and land use situation.
(3) Unclear statistics on the farmer’s reg-
ister and the agricultural activity in the 
country
• The meetings with public institu-
tions and agricultural experts highlight 
the lack of comprehensive and unified 
data associated with agriculture. IN-
STAT data show MARDWA administra-
tive data, whereas the results of statisti-
cal surveys in the field are not published 
yet. Also, the meetings of the ICS have 
highlighted that there is still no con-
solidated register of farms that would 
correspond to farmer’s card or NUIS 
that monitors farmer economic and/or 
production activity, the surface area of 
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used land, putting thus in question the 
data related to the sector.
(4) Low quality of agricultural inputs 
hampers the competitiveness of made in 
Albania products and food security
• The formalization of the agricultur-
al sector carried out in the whole chain 
of stakeholders involved, including in-
put providers, producers, collectors, 
processors, traders, etc., brings about 
also the premises for the enhancement 
of the quality and standards by enabling 
them to create traceability of the pro-
duction.
 A large majority of Albanian agro-pro-
cessing companies are micro and small 
businesses, are engaged in a complex set 
of activities and have modest technologies.
(5) The agribusiness sector, in general, is 
one of the sectors that suffer the most from 
informality, creating an important chal-
lenge for companies to increase procure-
ment of local products.
(6) The competitiveness of agro-pro-
cessing is also damaged as a result of 
high packaging costs (i.e. glass packag-
ing, which is an imported taxed product), 
making packed processed products less 
competitive both in the domestic and in-
ternational markets, and the unfair im-
plementation of the VAT Compensation 
scheme which creates a gap between the 
VAT in buying and VAT in selling, espe-
cially for collectors of fruits and vegeta-
bles who have invested significantly in 
the warehouses and transport bioth in na-
tional and regional level.

OPPORTUNITIES 
(1) The agriculture sector is of crucial 
importance with regard to socio-economic 
development in Albania. 
• On average, it contributes about 
18% of the country’s GDP and accounts 
for 40% of the overall employment.
(1) Agribusiness exports have significantly 
increased in recent years, mainly by fresh 
vegetables and MAPs. The overall produc-
tion value of the agro-processing sub-sec-
tor has increased in the recent five years 
by about 8.4% cumulative (2019/2015), 
reaching up to ALL 70,031 million in 2019.
• The vegetables, fruits and MAPs 
value chains could be considered the 
most important subsectors of Albania’s 
agriculture. The three value chains have 
grown considerably in the last years, 
both in terms of areas covered with 
these crops as well total production. 
The high export demand, favourable 
climatic conditions for the production 
of primary products, accompanied by 
different support schemes from the Al-
banian government, IPARD and other 
donor agencies, have played an import-
ant role in stimulating the expansion of 
these sub-sectors.
(2) Agro-processing was the less impact-
ed sector from the Covid-19 crisis while it 
numbers consecutive increase of exports.
(3) Vegetable exports are mainly based 
on collectors/consolidators; however, such 
markets are still volatile and unsystemat-
ic for various reasons such as the timing 
and volume of sales, quality of products, 
uniformity of weight, packaging size, pack-
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aging material, its model, traceability, cer-
tification, preservation and keeping them 
fresh. However, export is regarded as a 
driving force for production, for a better 
price, fulfilment of the social aspects 
(employment), and the formalisation of 
agricultural economies. This segment 
operates through auto invoicing with 
the producer and accompanies the sold 
merchandise with a tax invoice which is 
also subject to verification by Albanian 
customs.
(4) More attention to the processing 
of organic waste of agriculture and live-
stock for the potentials that carry for the 
waste processing industry and the clo-
sure of the cycle. 
(5) Preparation within the deadlines 
of bylaws related to the implementation 
of law no. 8/2019 "On Quality Schemes of 
Agricultural and Food Products"

MEASURES OF SUPPORT 
(1) Exempted VAT for agricultural inputs 
and machinery 
• This incentive part of fiscal pack-
age 2019 was implemented via amend-
ment of Law 92/2015 “On VAT”, provid-
ed that supply of agricultural machinery 
and supply of agricultural inputs such 
as chemical fertilizers, pesticides, seeds 
and seedlings, except hormones, listed 
and defined via CoM Decisions are ex-
empted from VAT. Lately, the GoA has 
defined the scheme as non-effective 
and a failure.
(2) Reduction of the VAT rate to farmers 
registered with VAT from 20% to 6%. 

• Such reduction created a lot of 
complaints and discussions, mainly 
from the collectors, which evidently 
benefited more from the implementa-
tion of a 20% VAT compensation rate.
(3) Removal of the excise, carbon and 
road tax from the final fuel price needed 
to farmers to cultivate the farm land with 
effect as of January 2021.
(4) National ARDA and IPARD schemes 
with grants in several supporting mea-
sures.

BOX 3
SECTOR 
BPO59

CHALLENGES
(1) “Advanced skills” are critical elements 
for the sector’s performance, while there is a 
gap in the quality of the curricula at certain 
levels of education.
(2) BPO sector lacks statistics which could 
lead to a thorough and deeper analysis. 
(3) There is a lack of a systematic analysis 
of the current and future needs of the business 
(sector) about the “skills” and the necessity for 
a vision that establishes sustainable coopera-
tion between the business and the state.
(4) Frequent employee turnover, high 
training costs for the BPO sector (e.g. social 
insurance during training period). Initial 
training is done mainly by the businesses; 

59 Meeting	IX	“Labour	Skills	in	the	BPO	Sector”
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therefore, the business has little interest in 
continuous training.
(5) Employment Offices and Centres for 
Vocational Training do not meet the sector’s 
needs. Workforce registered in Employment 
Offices is very unqualified. The companies 
themselves make the recruitment.
(6) Lack of talent pool scalability.
(7) BPO sector is largely fragmented and 
comprises of small enterprises.
(8) Lack of BPO sector-specific support.
(9) Lack of unified outreach to the buyer 
and the investor community globally.

OPPORTUNITIES 
(1) Improved standard of living for people 
who are part of the BPO sector owing to better 
and competitive wages offered by the sector 
vis-à-vis other sectors.
(2) Reduced unemployment due to the 
number of new direct and indirect jobs that 
are created as a result of the industry. It is es-
timated that for every new job created in the 
BPO sector, the number of indirect jobs that 
are created is 2.5.
(3) Development of the BPO sector also has 
a snowball effect on other sectors, i.e., it cre-
ates strong forward and backward linkages 
with other sectors of the economy. This trans-
lates to greater demand for other sectors, 
leading to overall growth and development of 
the economy. 
(4) Increase in the demand and quantum 
of skilled labour available in the market. 
Retention of talent or skilled labour, leading 
to higher value addition to the national econ-
omy.

BOX 4
SECTOR 
INNOVATION AND E-COMMERCE60

CHALLENGES
(1) Albanian companies and the entrepre-
neurship ecosystem should target the produc-
tion of “made in Albania” innovation.  Despite 
the notable progress in business initiatives to 
introduce new products, technologies (e.g., 
robotics in marble, EU technological lines in 
production, etc.), and services related to in-
novation in the Albanian market, Albania is 
still considered at the level of “software hous-
es”.
(2) Companies consider the role of aca-
demia in the business innovation ecosystem 
as a last source. Specifically, only 6.3% of 
the companies considered them as a very 
important source in their innovative ac-
tivities. We also noted that 63.4% of com-
panies declared that cooperation with 
academia is much needed and necessary 
in providing information on new develop-
ment activities.
(3) Mentality, lack of trust and knowledge 
and limited availability of funds are per-
ceived as main business obstacles in using/
producing innovation. 
(4) The use of new technologies and inno-
vative solutions by enterprises is low, and 
the allocation of R&D funds is spontaneous, 
with most SMEs non allocating any budget. 
Almost all interviewed companies con-
sider innovation as a driver in increasing 
their market value and economic activi-

60  Meeting	XXIII	“Innovation	in	Entrepreneurship”
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ties (80.6%), and 72.6% of them declare to 
pay great attention to innovation in their 
activity. Despite these declarations, when 
asked about Research and Development 
activities, only 52% of companies state 
that they have undergone an R&D devel-
opment with an occasional budget. Only 
15% of companies have a dedicated R&D 
fund, while 75% allocate funds occasion-
ally.
(5) More investments should be made in 
internal governance, research and develop-
ment structures, and a must should be the 
establishment of a dedicated department 
or individual responsible for Supply Chain 
Management (SCM) and New Product De-
velopment (NPD) activities. The proposed 
unit or individual will coordinate the 
interaction between the company, sup-
pliers and customers. It also coordinates 
various specialists inside the company, 
integrates with different external parties 
to find out the best way of collaboration 
and deliver the highest performance to 
customers.
(6) Most companies confirm that they do 
not have a dedicated fund for training their 
employees, and there is a gap between stu-
dents’ supply and companies’ demand for 
workforce. 55% of companies declare not 
to have a dedicated fund for training their 
employees, while 7% declare to commit 
funds occasionally. It is also worth men-
tioning that there is a confirmation of the 
willingness of the workforce to learn new 
things.  For example, 68% of the respond-
ed companies state that their employees’ 
willingness to acquire new skills is very 

high. 74% of companies conduct assess-
ments on their workers’ skills and training 
needs, but only 14% use out of company 
training. The reorganisation is the most 
common action taken to address the 
shortage of skills of existing staff (27%).
(7) Low absorption level of available in-
novation funds. In the Albania Progress 
Report 2020, the European Commission 
states that “As regards EU framework pro-
grammes, Albania participates in Horizon 
2020 as an associated country. Its partici-
pation in Horizon 2020 has improved and 
shows a good trend for 2019; nonetheless, 
its performance continues to be low. The 
success rate of proposals with Albanian 
participation is 8.1 % (up from 7.8 % since 
last year) compared to the 15.6% Horizon 
2020 success rate. Private sector partici-
pation in the programme continues to re-
main particularly low.” 
(8) Limited business awareness on avail-
able funds to finance innovation. Although 
many initiatives are running in the country, 
Albania remains weak in terms of absorp-
tion capacities. The business claim that 
this could be related to a missing coherent 
approach related to the awareness/pro-
motion of funds available to innovation, 
lack of national innovation fund, the com-
plexity of instruments such as business 
angels, venture capital, difficulties in doc-
uments complying with COSME, lack of 
professional to write good project fishes. 
The above is also highlighted through our 
survey data showing that companies gen-
erally lack information on available funds 
financing innovation.
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(9) The Digital or internet economy 
remains an unexplored market, with 
weak connections with “Made in Alba-
nia” products and low user incentives. It 
is due to limited payment services and 
non-user-friendly platforms created by 
e-commerce operators and banks. Some 
companies claim that potentials are lim-
ited due to the banks’ passive interest in 
cooperating with them on establishing 
platforms relevant to e-commerce activi-
ties. This is due to:
(a) the lack of trust on the proposed 
e-commerce platform of interaction with 
customers as related to the security of 
data, or
(b) the lack of commercial interest in the 
proposed business model from e-com-
merce operators. 
(10) From meetings with e-commerce busi-
nesses, they reported that 95% of the products 
and content trade with their platforms in 
Albania were third-party products. Accord-
ing to them, this is related to the lack of 
sophistication of “Made in Albania” prod-
ucts, quality certification and low market-
ing skills of the producers. To this end, ac-
cording to them, Albanian products (with 
few segment market exceptions) are little 
competitive in the foreign markets. Addi-
tionally, low quantities and scepticism of 
producers on e-commerce as a means of 
trade to expand to foreign markets has not 
been of help in creating a business model 
for sharing the costs and profits between 
producers and e-commerce operators.
According to businesses operating in the 
e-commerce segment, there is a lack of 

awareness of e-commerce potentials and dif-
ficulty from public agencies in understand-
ing their business model of operations. Some 
issues raised are related to the frequent 
fiscal visits/tax inspections and percep-
tion of their model as risky from Tax Risk 
System, non-deductible expenses (e.g. 
purchase of downloaded software from 
foreign companies). Additionally, it is ac-
cepted that the sector has had an informal 
development considering that it is based 
on a cash on delivery (COD) business 
model and non-formal service payments 
in many cases.  As in the case of BPOs, 
the e-commerce economy is not listed or 
identified either in the country’s statistics 
for its number of operators and its real im-
pact on the economy.

OPPORTUNITIES
(1) At the strategic level, the Albanian Gov-
ernment’s commitment to digitalization and 
innovation is already evidenced across sever-
al strategic initiatives and policy documents 
(regional, national, or as part of the compli-
ance with EU approximation process, OECD, 
etc.5

(2) Albania6 is still the regional leader for 
the operational environment of SMEs, thanks 
to the steps taken in business registration and 
licensing, as well as the delivery of public ser-
vices. This policy dimension represents Alba-
nia’s strongest performance.
(3) Our Covid-19 Survey (April 2020) 
showed that companies became more aware 
of the potential opportunities offered by online 
services and the importance of using innova-
tive business ideas, especially for business 
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continuity measures. Around 75% of com-
panies declared to have used online services, 
and 81% stated that they would continue to 
re-use them in the future. Furthermore, when 
asked about their future plans on innovation, 
38% of the companies were positive in chang-
ing their investment plans toward online ser-
vices.

MEASURES OF SUPPORT
(1) Under the 2017 Fiscal Package, it was 
provided a reduction of the coorporate tax 
of legal entities operating in “software pro-
duction” from 15% to 5%. This incentive was 
designed in the frame of sectorial fiscal in-
centives as an instrument to support and 
maintain intellectual capacities within the 
country as a key factor for technological and 
economic development. Although quite ap-
preciated by the business, still there is no of-
ficial publication of the impact of such fiscal 
stimulus on the growth of the ICT sector.
(2) Law no. 9789/2007 ‘On the Establish-
ment and Functioning of Economic Zones’ 
was amended by Law no. 54/2015 ‘On the 
Creation and Functioning of Technology 
and Economic Development Areas-TEDA’, 
provides for specific fiscal incentives for the 
economic activity of new industries, innova-
tive technologies, information technologies, 
industries that meet international standards 
of pollution elimination, efficient industries 
on energy use as well as high productivity in-
dustries, in relation to employees.
(3) Order No.1 dated 10.01.2017 of the Prime 
Minister for Approval of the Action Plan 2017 
- 2021 “Support For the Development of Inno-
vative Policies based in the “TRIPLE HELIX” 
Model”. The action plan provided for 12 activ-

ities and a large set of concrete measures to 
tackle several issues of the ecosystem in the 
frame of a dedicated working group.
(4) Law No.162/2020 “On Public Procure-
ment” recently approved, supports the part-
nership for innovation concept. Pre-Commer-
cial/Innovation Procurement mechanisms 
that enable the public sector to purchase re-
search and development (R&D) services for 
practical and/or sectoral problems are used 
as means to foster innovation at the EU level. 
This instrument enables the commissioning 
of R&D services under a staged competitive 
process to allow the development of innova-
tive solutions that meet the needs of a Con-
tracting Authority.

BOX 5
SECTOR – GARMENT 
MANUFACTURING

CHALLENGES
(1) The sector has reached its saturation 

point, and its time to jump in total pro-
duction 

(2) Old technologies and equipment 
(3) Appreciation of ALL against Euro is in-

creasing costs 
(4) Packing costs 
(5) Waste management 
(6) Tax on profit is high compared to the 

region 
(7) Competitiveness of made in Albania
(8) Cost analysis of transport
(9) Cost analysis of energy- despite our ef-

forts, we couldn’t evidence a figure re-
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lated to the % of the energy of MSME cost 
production. Production Business rep-
resentatives enquired more about the 
stability of the energy supplied. Experts’ 
advice on opportunities related to the 
using of alternative smart approaches 
of energy resources such as steam and 
high temperature hot water boilers, 
compressed air in industry, industrial 
refrigeration’s plants etc.

(10) Cost analysis of implementing ISOs and 
environmental standards

OPPORTUNITIES 
(1) 7The garment industry includes 700 

small and large factories as active en-
terprises in the country. During 2019, 
this industry provided about 40 per cent 
of the country’s exports worth over 800 

million euros and employed 70 thou-
sand people, constituting the country’s 
first largest private sector of employers.

(2) Skills to produce “Made in Albania” to 
meet every need and model, from un-
derwear, fashion, workwear and all 
types of work and fashion shoes. 86.4% 
of companies feel ready to enter total 
production, according to a survey con-
ducted by ProEksport. 

(3) Experience in different global markets 
Italy, Germany, Franca, Belgium, USA, 
Netherlands.

(4) After COVID19, onshoring is a huge op-
portunity to be explored by manufactur-
ing.

(5) Tradition in textile processing, with 
potential in revitalizing the livestock 
sector.
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T he following recommendations do 
not cover all critical challenges iden-
tified during our consultation process 
and in the information retrieved from 

our questionnaire’s findings. The recommenda-
tions in this section cover only the challenges posed 
by companies related to the process of international-
isation and which have not been analyzed so far in 
our IC Meetings. Issues related to informality, ac-
cess to finance or innovation61 have already been 
addressed in our previous analyses such as (i) 
Informality – covered in Technical Notes: Infor-
mality in Economy, Formalisation in Agriculture, 
Formalisation in Tourism (ii) Skills – covered in 
Technical Note: Labour Market Skill in the BPO 
Sector, Innovation in Entrepreneurship (iii) Ac-
cess to Finance – covered in Access to Finance 
in Agribusiness.

61	 	The	draft	law	"On	the	support	and	development	of	
Innovative	Start-ups"	creates	several	new	instruments	for	
financing	new	enterprises	in	the	field	of	innovation	through	the	
creation	of	a	network	of	"angel	investors".

 » The recommendations 
included herein should be 
seen in correlation with the 
recommendations provided by IC 
in “Investment Promotion in Agro-
processing” and “Innovation in 
Entrepreneurship.”

Based on the above analyses, the process of in-
ternationalization of MSMEs should start with 
introducing the elements of this process to MS-
MEs through different activities, such as confer-
ences, workshops, roundtables, panel discus-
sions aimed particularly at MSMEs’ needs, not to 
general business needs. We emphasize that big 
companies have different approaches to interna-
tionalization than MSMEs. Internationalisation 
depends on reliability, the right products in the 
right quantity and quality, at a competitive price, 
to the right place and time. 

RECOMMENDATIONS 
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Following “Good Practice Guide on MSMEs 
Internationalisation”,62 which have provided 
a catalogue of interventions and measures 

62	 	INTRA	Interreg	Europe-	EU

in support to MSMEs, the following were the 
four main pillars to support international-
ization.

 Figure 18.  Interventions and measures in support to MSMEs internationalisation

Source: INTRA Interreg Europe

01 02
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SERVICES FOR DEVELOPING 
HUMAN RESOURCES/
MANAGERIAL CAPACITY

 »  Training on internationalisation and 
new market entry strategy

 »  Training on smart mobility market 
trends and opportunities

 »  Language and cultural training
 » 	Country-focused	training	(fiscal,	

legal…)
 »  Export forums
 »  Internationalisation/export 

academies
 »  International technology transfer

MSMEs SUPPORT INFRASTRUCTURE 
AND OTHER NON-FINANCIAL SERVICES

 »  Market research support
 »  Export/Internationalisation observatory 

facilities
 »  IPR support
 »  Account management support
 » 	Technology	transfer,	technology	consultancy	

services
 » 	Services	tailored	especially	for	start-ups,	

incubating services
 »  Services provided by business parks
 »  Specialized services provided by technology 

centers
 »  Consultancy support

FINANCIAL SUPPORT SERVICES FOR 
INTERNATIONALISATION

 »  Insurance solutions and risk management
 »  Financing short-term exports
 » 	Pre-shipment	financing	and	postshipment	
financing

 » 	Lоans
 »  Credit guarantee scheme
 »  Tax preferences
 » 	Funding/grants	for	recruitment	of	advisors,	
researchers,	accountants

 »  Funding to attend international trade events and 
exhibitions

 »  Grants to support any stage of the 
internationalization activity

INFORMATION PROVISION SERVICES
 »  Export promotional activities/marketing
 »  Regularly updated analysis reports on 

foreign markets
 »  Information about administrative rules and 

regulations
 » 	Trade	missions,	business	forums	and	other	

promotional events
 »  Partner search services
 »  One stop customer service to assist SMEs 

exporters with foreign markets
 »  Trade centers abroad
 » 	Market	intelligence	services 
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 » The following IC Secretariat 
recommendations follow almost 
the same approach, mainly 
prioritising the support for the 
mindset shift and managerial 
skills in the value chain and 
export promotion. Meanwhile, 
given that the Albanian MSMEs in 
the context of internationalization 
mainly target the EU market, 
which is a well-regulated 
market, we would recommend 
an acceleration of “value chain” 
interventions with a holistic 
approach, where the focus will 
be on improving entrepreneurial 
skills, standards and business 
sophistication.

RECOMMENDATION 163.
AIDA/MFE, in collaboration with donors, business 
associations, and chambers of commerce to assess 
exporting MSMEs and MSMEs with potentials and 
readiness to approach foreign markets as per pri-
ority sectors. Based on this assessment, consolidate 
the national/sector databases (the database has to 
be updated periodically) that will help to better tailor 
training programs in: 
(i) export readiness: seminars in trade regula-

tions and standards by sector, tools for inter-
national market research, export coaching to 
implement an export business plan, focusing 
on export strategy;

(ii) market readiness: export sales training and 
joint international workshops abroad, to-

63	 	The	recommendation	refers	partially	to	a	best	practice	
earlier	applied	in	Slovenia.

gether with participants from other coun-
tries to enlarge the international network of 
colleagues and trade experts, workshops in 
cross-culture, managing change and inter-
national trade marketing;

(iii) business meetings with potential customers 
for increasing exports.

RECOMMENDATION 2.
Given that the integration of MSME in the inter-
national value chain is not only related to cost 
or technology, but also to changing business 
models and organizational culture, MFE/AIDA 
in collaboration with business associations – should 
accelerate institutional support on implementing 
training programmes to empower Micro,Small and 
Medium-sized Enterprises management on inter-
nationalisation64 through partnerships between 
government/industries/professional schools/uni-
versities/donors:
(i) training in internal governance, research 

and development structures set up and coor-
dination

(ii) dedicated training for start-ups 
(iii) provide training at local levels for MSMEs 

managers
(iv) foster entrepreneurship through the general 

and vocational educational system and im-
proving the “holistic” approach to entrepre-
neurial culture

RECOMMENDATION 3.
AIDA/donors- To increase competition among the 
MSMEs to access more available funds and to im-
prove the coverage, effectiveness and transparency 

64	 Training	on	internationalisation	and	new	market	entry	
strategy;	Training	on	smart	mobility	market	trends	and	
opportunities;	Language	and	cultural	training;	Country-focused	
training	(fiscal,	legal);	Export	forums;	Internationalisation/export	
academies;	International	technology	transfer	

w w w . i n v e s t m e n t . c o m . a l

of such available funds (grants, guarantee schemes, 
etc.), a new component on the AIDA platform 
(aida-smefinance.gov.al) can be added, summariz-
ing a nationwide database on MSMEs recipients of 
grants, associated with a scoring rating service and 
specific indicators on their credibility 
Note: The recommendation endorses partially a best 
practice earlier applied in Slovenia. 

RECOMMENDATION 465.
Supporting MSMEs market research to ease the de-
cision and lower the entrance costs to foreign mar-
kets through grants delivered via public tender/s to 
support any stage of internationalization activity. 
This can be introduced as part of the competition 
fund already operating at AIDA, associated with a 
special dedicated budget. 
The goal of the initiative should be the financing 
of MSMEs in preparation for market researches, 
to achieve a breakthrough with current prod-
ucts/services in a new foreign market or sup-
port new products on existing or new foreign 
markets and thus lower their costs of entering a 
new foreign market or lower their risk of placing 
a new product on a foreign market. Goals to be 
achieved through the project:
(i) Identification and benchmarking of new 

market/product opportunities;
(ii) Evaluation of the appropriateness of product 

according to the needs of a foreign market;
(iii) Preparation of a plan to adapt products to the 

needs of the foreign market;
(iv) Identification of suitable sales channels in 

the foreign market.

65	 	Note:	The	recommendation	refers	partially	to	a	best	
practice	applied	in	Slovenia	in	the	frame	of:	“grants	to	support	
any	stage	of	internationalization	activity”.	

RECOMMENDATION 566.
MFE/ AIDA- Financing “Network Contracts for In-
ternationalisation” models with the goals of estab-
lishing business networks in specific sectors (e.g. in 
garment military industry) through horizontal clus-
ters and reaching the foreign market with a consoli-
dated offer. 
The purpose of companies belonging to the net-
work is to improve their competitive positioning 
through the implementation of integrated ser-
vices for the development of internationalisation 
activities of their products and services, increas-
ing production standards, and sophisticating 
their offer towards higher-value markets. 

RECOMMENDATION 667.
MFE/ AIDA - Establishing the Sectoral Export Por-
tal in the frame of the upcoming Export Strategy. A 
tool that should provide to the members of a business 
community68, the following: 
(i) information for foreign markets; 
(ii) guidelines for export and marketing on for-

eign markets; 
(iii) access to contact network of international 

organizations;
(iv) commercial counsellors abroad, distributors 

and wholesalers;
(v) architects and designers;
(vi) trade representatives; 
(vii) inquiries and offers from foreign compa-

nies; foreign trade and economic statistics.

66	 	Note:	The	recommendation	refers	partially	to	a	best	
practice	applied	in	the	region	of	Abruzzo-Italy	which	was	
finalized	with	the	establishing	of	“SIMUL	-	Multitask	System	
for	Industrial	Automation”	a	business	network	in	industrial	
automation.	The	measure	funded	at	50%	the	eligible	costs	for	
carrying	out	“promotional”	and	“organisational”	activities	for	
internationalisation	process.

67	 	Note:	The	recommendation	refers	partially	to	a	best	
practice	applied	in	Bulgaria	and	Slovenia.

68	 	IC	Secretariat	proposal	for	agro-processing.
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The ultimate goals of the measure should be:
(i) Providing information on advanced materi-

als, technology, equipment and innovations 
in the agro-processing;

(ii) Providing information on the state of inter-
national markets and opportunities to estab-
lish business relations and cooperation;

(iii) Providing information on programs to sup-
port small and medium enterprises;

(iv) Provide information on changes in the regu-
lations of the activities in the sector.

RECOMMENDATION 7. 
AIDA- Increase the participation rate of MSMEs 
vs corporates in trade missions, business forums 
and other promotional events such as trade fairs, 
as clients and as participants by assisting them to 
establish new business contacts,  partnerships and 
penetration or entrance to the international supply 
chains, through:
(i) The organisation of event Suppliers days, in 

particular in manufacturing and agro-pro-
cessing, to enable access to the supply 
chains;

(ii) Participation and implementation of B2B 
events in Albania and abroad to support the 
establishment of business contacts/new 
business partners;

(iii) The organisation of inward and outward 
economic delegations, presentations of Al-
banian industry/ companies, conferences 
and other business events;

(iv) Organise inward missions bringing in ex-
perts and buyers from overseas markets to 
enable companies to meet new contacts and 
learn about new markets.

RECOMMENDATION 8.
The above interventions should be supported 
by MFE with sustainable and harmonized pol-
icies, in order to attract local and foreign in-
vestments but also to stimulate the interaction 
between foreign / local companies and MSMEs. 
For this we would recommend: 
- undertaking a preliminary assessment on the 

impact of specific incentives offered to date un-
der previous fiscal packages (2014-2021), the 
strategic investment law (e.g. how strategic in-
vestors have affected local MSMEs) in priority 
sectors such as tourism, IT , agro-processing. 
Its publication not only would increase trans-
parency regarding the use of public funds to 
support the private sector competitiveness, but 
also will be used as an analyses basis of the 
public policies in favour of specific sectors / 
products for export.

- Assessment of possible links between supply 
chain firms (MSME / Corporation / FDI) in 
specific sectors, consideration of a “holistic” ap-
proach to the policy and standards framework 
(macro level) with the aim of providing support 
functions that facilitate compliance financing 
(traceability) with international standards, to 
be determined in coherence with the roles, rules 
and interaction of the actors. In this process, 
consider addressing the issues related to the 
“gap” between “skill supply” and the needs of the 
industry that seeks to integrate into the global 
chain.

- Suggestions to be consulted with key stakehold-
ers to ensure engagement, support and cooper-
ation in the implementation and monitoring 
process of public policies. 

w w w . i n v e s t m e n t . c o m . a l

RECOMMENDATION 9.
Considering the momentum and the unique 
EU policy commitment, but also the Albanian 
Government’s efforts under green deal initia-
tives, available donor instruments and rele-
vant Albanian unique potentials in regard, 
MFE&MIE&AIDA&donors, the Local Govern-
ment should set up tailored MSME’s advocacy 
instrument for energy efficiency and waste man-
agement options (focus production industries, 
tourism sector, etc.). Goals to be achieved: 
(i) propose new incentives that would foster the 

MSMEs green focus and involvement;
(ii) aim to raise SME entrepreneurs awareness 

on cost/benefit in using alternative energy 
options;

(iii) better prepare to mitigate any future energy 

crises;
(iv) evidence key concerns to better access and 

benefit from green deal instruments. 

RECOMMENDATION 10.
AIDA in collaboration with MFE/MSHMS/UC-
CIAl/donors and business associations) - Set 
up and promote in a sustained national advo-
cacy format/s the recognition/acknowledge-
ment of responsible MSME businesses conduct 
and practices as MSMEs “Best Practice” cases, 
where one company’s success promotes a pub-
lic benchmark example for other companies  
(ex. annual prize for businesses compliant with 
eco/ environmental standards) to stimulate the 
transition from company“directors” to “model 
entrepreneurs”.
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ANNEX II
QUESTIONNAIRE

* Required
SECTION A – COMPANY PROFILE
1. Location, Region: *
*Mark only one box.

 � Berat 
 � Dibër
 � Durrës
 � Elbasan
 � Fier
 � Gjirokastër 
 � Korçë
 � Kukës
 � Lezhë
 � Shkodër
 � Tiranë
 � Vlorë

2. Companies Ownership (with over 50% of 
capital): 

*Mark only one box.

ON INTERNATIONALIZATION OF 
MICRO, SMALL AND MEDIUM 
ENTERPRISES
Obstacles Faced by Albanian Companies in 
Promoting Expos and Integration into The In-
ternational Value Chain Internationalization at 
the company level is conceived as the expansion 
of business operations in new geographical loca-
tions.

Note:  Internationalization in the tourism sector 
means turning the country into a destination of in-
ternational tourism, diversifying the market by add-
ing tourism products offered, expanding accommo-
dation activities in quality and services, combining 
regional tourism packages, introducing new tech-
nologies such as website, online shopping etc.

 � Albanian
 � foreign 
 � joint ownership

3. Years of operation: *
*Mark only one box.

 � less than 1 year     
 � 1 to 5 years           
 � 5 to 10 years       
 � more than 10 years

4. Size of the company based on turnover: *
*Mark only one box.

 � Up to 5 million 
 � 5 to 10 million             
 � 10 to 14 million          
 � over 14 million

5. Average number of employees: *
*Mark only one box.

 � 1-9 employees
 � 10-49 employees 
 � 50-249 employees 
 � over 249 employees

6. Main business activity: *
 � Agriculture, forest and fishery
 � Processing industry 
 � Call centre 
 � Accommodation
 � Restaurant
 � Tour Operator
 � Other

7. Are you an exporter? *
*Mark only one box.

 � Yes
 � No

SECTION B – INTERNATIONALISATION 
OF ALBANIAN MSMES
8. From the position of your company, what is 

the opinion towards integration in the inter-
national value chains (opening of the Alba-
nian economy to the global market):

*Mark only one box.
 � Positive
 � Negative
 � Neutral
 � I don’t know
 � Partly 

9. Please comment:

10. If you are in favour of integration, what are 
the 3 main pillars where the support from 
the Government in the country should be fo-
cused?

*Check all that apply.
 � Strengthening the capacities of MSMEs
 � External environment where MSME op-

erates (such as policy / customs / taxa-
tion / AIDA / financial institutions

 � Regulatory area - Standardized prod-
ucts/services

 � Targeting foreign markets by sectors
 � Attracting FDI
 � I am not in favour of integration

INTERNATIONALIZATION OF 
ALBANIAN MICRO-, SMALL AND 
MEDIUM-SIZED ENTREPRISES*
CHALLENGES & OPPORTUNITIES

810 811



11. In which of the following elements do you 
most need support to help integrate your 
company into global markets:

*Mark only one box.
 � Mentoring and training, which include 

technical support (e.g. over quality stan-
dards or loss reduction, risk manage-
ment, market research),

 � Support in management (e.g. business 
planning and financial guidance, mar-
keting) 

 � Financial advice
 � Other:

SECTION C – INTERNATIONALISATION 
AND THE COMPANY 
12. Is your company part of the global value 

chain, products services exported abroad)
*Mark only one box.

o Yes
o No
o Despite the desire, the company does 

not have such opportunities
o I do not want to be part of the global val-

ue chain
13. If your company is part of the global val-

ue chain (products and services exported 
abroad), please specify how: 

14. If your company, despite the desire, is not 
part of the global value chain (products and 
services exported abroad), please specify the 
reasons why: 

15. If your company does not want to be part of 
the global value chain (products and services 
exported abroad), please specify the reasons 
why: 

16. If you are part of the international value net-
work, at what stage of export development is 
your company?

*Mark only one box.
 � Indirect exporter
 � Export to the region
 � Export to wider markets
 � FDI 
 � Other

17. From the following factors, which can be 
considered the 3 main obstacles in expand-
ing the company’s activities towards ex-
ports: *

Check all that apply.
 � Managerial skills/mentality in the com-

pany
 � Innovation in the company – technology, 

etc.
 � Information and Communication Tech-

nology Capacities in the company

 � Company size and productivity
 � Company’s export experience
 � Limited financial resources
 � Other

18. From the following factors, directly related to 
your company which can be considered the 
3 main obstacles to integration in interna-
tional value chains:

*Check all that apply.
 � Innovation and Technology in the com-

pany
 � Managerial skills
 � Quality of the Company Workforce
 � Workforce availability
 � Lack of information on the company’s 

target markets
 � Competitiveness in the target markets 

by the company (Standard, procedure, 
tariff, etc.) 

 � Foreign ownership (of the company) 
 � Other

19. From the following factors indirectly related 
to your company, which can be considered 3 
main obstacles to integration in internation-
al value chains: 

 � Informality 
 � Access to finance 
 � Infrastructure
 � Logistic
 � Trade facilitation
 � Trade Policy
 � Access to ICT
 � Other

20. What can you consider as markets with po-
tential for expansion for Albanian compa-
nies:

 � Western Balkans
 � EU
 � UK
 � Africa
 � Scandinavian countries
 � USA
 � South America
 � Asia
 � Australia
 � Other

SECTION D: PROPOSALS FOR 
INTERVENTION 
21. In your opinion, what are the legislative  fis-

cal/administrative measures that should be 
taken by the state to support the internation-
alization of companies: 

22. Other recommendations on international-
ization and integration in the value chains of 
Albanian micro and small companies: 
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ANNEX II
SUPPORT MEASURES IN 
THE FRAME OF COVID-19 
WESTERN BALKANS 
AND CROATIA

Disclaimer: This matrix contains and structures 
updated information obtained from reports of 
IMF, EBRD, OECD, KPMG, Deloitte and other 
reputable sources of information, as well as from 
national legislation applicable in the respective 
jurisdictions. The information contained in this 
Summary is not exhaustive and does not replace 
the professional assistance or counselling you 
may need or the appropriate institutions. IC Sec-
retariat reserves the right to edit it accordingly if 
any changes arise.

FISCAL
Country Measures

Al
ba

nia

The government has adopted two support packages for people and businesses affect-
ed by the COVID-19 pandemic of a combined size of ALL 45 billion (2.8 per cent of GDP), 
consisting of budget spending, sovereign guarantees and tax deferrals.                                                  

Package 1: support measures of ALL 23bn (1.4 per cent of GDP) through a combination 
of spending reallocations, spending increases and sovereign guarantees to support af-
fected businesses. (1) additional funding for the health sector in the amount of ALL 3.5 
billion; (2) ALL 6.5bn for the support of small businesses/self-employed that are forced 
to close activities due to the COVID-19 pandemic by paying them minimum salaries (up 
to two in the case of family businesses with unpaid family members), doubling of the 
unemployment benefits and social assistance layouts;  (3) ALL 2bn of defence spend-
ing reallocated toward humanitarian relief for the most vulnerable; (4) ALL 11bn (0.6 
per cent of GDP) sovereign guarantee fund for companies to access overdrafts in the 
banking system to pay wages for their employees for up to 3 months with an interest 
rate capped at 2.85 per cent for a maturity of up to 2 years;  (5) As of April, cabinet minis-
ters and lawmakers will receive half of their salaries for the next three months with the 
savings going to the Anti-Covid 19 social support fund.

Package 2: (1) ALL 7bn (0.4 per cent of GDP) fund to pay for a one-off transfer of ALL 
40,000 to employees of small businesses affected by the pandemic not covered in the 
first package, employees of large businesses laid off due to the pandemic, and employ-
ees in the tourism sector; (2) tax deferral measures allowing all companies (except 
banks, telecommunication, public enterprises and companies in the chain of supply 
of essential goods) to defer payment of profit tax until after September. Tourism, ac-
tive processing and call centres – as well as small businesses with a turnover of Lk14m 
or less – shall not pay the tax on income advance instalments for 2020;(3) a sovereign 
guarantee of ALL 15 billion (0.9 per cent of GDP) to provide loans for working capital 
and investments for all sectors. This is an instrument that shares risk with banks, cov-
ering a percentage of the principal of each loan and repayment terms up to 5 years. 
Loans also have the feature of 6 months grace period.

As of January 2021, small businesses with turnover below ALL 14million will not pay 
profit tax, while the threshold for VAT purposes is ALL 10 million.
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Country Measures
Ko

so
vo

Tax measures focused on: (1) allocation of €6 million to the health ministry; (2) deferrals 
for corporate income and personal income taxes, and VAT; (3) advancing payments for 
social assistance schemes by an additional one month’s amount (from one month to 
two months) to support families in need; (4) removal of VAT on imports of wheat and 
flour; (5) deferral of public utility payments until the end of April. In addition, the fiscal 
package in the amount of 170 million euros (2.5 per cent of GDP) was adopted by the 
government.
(1) Monthly salaries coverage will be covered in the amount of EUR 170 per employee 
for the period of April-May 2020. The total amount of this measure is  EUR 41 million. In 
addition to the salaries covered, the government will also pay the related pension con-
tributions for the period of April-May 2020, at the total amount of EUR 8 mln; (2) Rental 
subsidy for small and medium-sized enterprises up 50% of the monthly rentals, for the 
period of April-May 2020, at the total amount of EUR 12 mln.

No
rth

 M
ac

ed
on

ia

Package 1- (0.2 per cent of GDP) to help address firms’ liquidity problems and protect 
jobs, targeted to affected sectors such as transport, hotel and restaurants for three 
months starting in April. The measures include (1) a subsidy on social security contri-
butions for firms that maintain employment; (2) postponement of corporate income tax 
payments by suspending obligations to prepay based on past year’s income, and (3) 
direct financial assistance to firms from the Development Bank, offering loans at zero 
interest rate. 
Package 2- (about 1 per cent of GDP). (1) A wage subsidy equal to the minimum wage to 
affected companies to help them maintain jobs. (2) Vulnerable households who were 
part of the informal economy and lost their income will receive financial support. (3) 
Additional funding will be made available from the Development Bank to commercial 
banks at favourable terms. (4) The government has also implemented price controls 
on basic food products, medicines, and disinfection products and abolished the import 
duty on medical supplies. 
Package 3-  (1) As part of the third package of measures, the Government is planning to 
distribute payment cards credited with denar 3,000 and denar 6,000 vouchers to stimu-
late domestic tourism by the poorest households. The measure will affect about 100,000 
citizens from the poorest households, i.e. earning less than denar 15,000 per month 
(the minimum wage is denar 14,500 per month). The voucher will be used in domestic 
hotels and other accommodation facilities, while the payment card will encourage the 
purchase of domestic tourism products and services. (2) The third package of measures 
supporting agriculture will mobilise up to EUR 76.1 million. It includes support to mi-
cro-enterprises and SMEs; direct support to green oil farmers. The measure will cover 
50,000 farmers and is worth EUR 4.6 million; support to grape processors and winer-
ies with EUR 3.5 million over three years to stimulate alcoholic distillate production that 
domestic chemical companies will use to produce disinfectants; long-term lease of pas-
tures to support cattle breeders; and a program for financing micro-agricultural compa-
nies in the amount of EUR 3 million for processing equipment and marketing.

Country Measures

Se
rb

ia

Fiscal measures (6.5 per cent of GDP) focused on:  (1) 10 per cent wage increase for the 
public healthcare sector (RSD 13bn) and increased healthcare spending (about RSD 
26bn); (2) one-off payment to all pensioners (RSD 7bn); (3) universal cash transfer of 
EUR 100 to each citizen over 18 years old (about RSD 65bn); (4) three-month deferment 
of labour taxes and social security contributions for all private companies, to be repaid 
in 24 instalments starting from 2021 (RSD 100bn); (5) deferment corporate income tax 
advance payment during the second quarter of 2020 (RSD 21bn); and (6) wage subsi-
dies, including payment of minimum wages for all SME employees and entrepreneurs 
for three months (RSD 93bn) and payment of 50 per cent of the net minimum wage for 
three months for employees in large private sector companies and for employees who 
are currently not working (RSD 4bn). (7) 3-month moratorium on enforcement and in-
terests on tax debt under rescheduling agreements and 10 percentage points reduction 
of the interest rate on the tax debt. (8) A state guarantee scheme for bank loans to SMEs 
has been approved (RSD 240bn), as well new loans to SMEs from the Development 
Fund (RSD 24bn).

The second round of measures was adopted in late July, including wage subsidies for 
SME employees for another two months (RSD 36 billion) and deferment of labour tax-
es and social security contributions for all private companies for an additional month 
(RSD 30 billion).

A supplementary budget with new support measures was adopted in April 2021. New 
measures include: (i) wage subsidies, including payment of ½ of minimum wages for 
all entrepreneurs and employees in SMEs and large companies for three months (RSD 
69.8 billion); (ii) additional payments for employees in travel, hospitality, and art (RSD 
4.4 billion); (iii) universal cash transfer of EUR 60 to each citizen over 18 years old, paid 
in two instalments of EUR 30 each—in May and November (RSD 43.2 billion);(iv) a 
one-off payment of EUR 50 to all pensioners (RSD 10 billion);(v)a one-off financial as-
sistance of EUR 60 to all the unemployed, paid in June (RSD 4.3 billion); and (vi) sup-
port for the transport sector and for city hotels (RSD 3.9bn). The total estimated cost 
amounts to 2.3 per cent of GDP.

Bo
sn

ia
 &

 
He

rz
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in

a

(1) FBiH measures subsidized contributions and taxes and payment of minimum wag-
es for all employees of the companies impacted by Covid-19. (2) Rep. Serbska decided 
to cover PIT and SSC for about 40,000 workers in the sectors closed by the govern-
ment decision from March to May (KM 50 million, 0.15 per cent of GDP). The RS also 
announced that the government will pay minimum salaries for all employees in these 
sectors in April (KM 53 million, 0.16 per cent of GDP) and is planning to increase the 
transfers to unemployment funds (KM 25 million, 0.08 per cent of GDP).

INTERNATIONALIZATION OF 
ALBANIAN MICRO-, SMALL AND 
MEDIUM-SIZED ENTREPRISES*
CHALLENGES & OPPORTUNITIES

816 817



Country Measures
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Package 1: (1) the removal of the excise on medical alcohol sold in pharmacies; (2) the 
delay of tax payments and social security contributions; (3) the creation of a new In-
vestment Development Fund (IRF) credit line of EUR 120 million to improve the liquid-
ity of entrepreneurs; (4) the deferral of lease payments for state-owned real estate; (5) 
advance payments to contractors for capital projects; (6) one-off financial assistance to 
low-income pensioners and social welfare beneficiaries in the amount of EUR 50 each 
(EUR 1 million has been allocated); (7) an increase in the March wages of healthcare 
workers by up to 15 per cent (EUR 0.5 million has been allocated). Package 2: at the 
amount of EUR 75 million package (with a net impact of EUR 40 million) includes: (1) 
subsidies in April and May of 70 percent of the minimum wage for employees in sec-
tors that are closed because of the pandemic, employees who are unable to work due 
to childcare for children aged under 11, or people who have to be self-isolated and quar-
antined; (2) a subsidy of 50 percent of the minimum wage for employees in sectors at 
risk due to the pandemic-related lockdown; (3) a subsidy of 70 percent of the gross min-
imum wage of newly employed workers in SMEs for six months if these workers are 
registered as unemployed; (4) state bodies and state-owned companies will impose a 
six-month moratorium on the enforcement of claims for companies that are not operat-
ing due to the pandemic; (5) energy firms will exempt the fixed portion of electricity bills 
for businesses that have stopped operating due to the pandemic-related lockdown; (6) 
the state utility will double its electricity subsidies for vulnerable households; (7) assis-
tance to the agriculture and fisheries sector, including one-off assistance to fishermen 
and payments for the contributions of insured agricultural workers; and (8) one-time 
assistance of EUR 50 to all persons recorded as unemployed in the Employment Agen-
cy of Montenegro and who did not receive any compensation. Package 3: Adopted by 
the Government on 23 July 2020 comprised of short- and long-term measures worth 
EUR 1.22 billion over four years (EUR 281.2 million in 2020). Short-term measures in this 
package include (1) support to the tourism sector (such as interest subsidies on loans 
and the reduction of VAT from 21 per cent to 7 per cent in the hospitality industry), (2) 
interest subsidies for the agriculture sector; (3) programs for improving competitive-
ness; (4) wage subsidies; and (5) one-off support to veterans and pensioners. Package 
4: announced on January 28, 2021, of EUR 163 million. Measures include (1) wage sub-
sidies (with an expanded list of eligible sectors); (2) one-off support to the vulnerable 
population; (3) tax deferrals; (4)support for new employment;        (5) one-off support for 
firms to implement e-fiscalization; (6) domestic travel vouchers for health and educa-
tion workers; and additional measures for the tourism, catering, and agriculture and 
fisheries sectors. The measures are aimed at maintaining employment levels, improv-
ing liquidity, increasing the number of tourists, the stability of agriculture, as well as 
supporting the vulnerable population. Package 5: 29 April 2021, a new package of sup-
port measures for businesses and citizens, was adopted for the second quarter, worth 
an estimated EUR 160 million. This package includes a reduction of electricity bills for 
the most vulnerable groups and a new salary subsidization plan.

Country Measures

Cr
oa

tia

Fiscal measures: (1) deferment of public obligations, free of interest for three months, 
which can be extended by additional three months if necessary; (2) temporary suspen-
sion of payments of selected parafiscal charges; interest-free loans to local govern-
ments, the Croatian Health Insurance Institute, and the Croatian Pension Insurance 
Institute to cover the deferred payments; (3) subsidization of net minimum wages for 
three months to preserve jobs, which could be extended for another three months; (4) 
early refund of taxes for individuals; (5) an increase of the subsidization of the net mini-
mum wage; (6) tax obligations of companies to be reduced or written-off depending on 
their turnover and loss; (7) VAT payments will not be due until payment is received from 
customers and the deadline for the 2019 financial reports will be extended to June 30th.
In June 2020, the government announced the possibility of introducing a short-time 
work program, financed from EU SURE, to safeguard jobs thereby employers who need 
to introduce shorter working hours due to a decline in business activities would be en-
titled to aid for the payment of a part of their workers’ wages. The measure is intended 
for all sectors and all businesses with more than 10 employees. In September 2020, the 
measures designed to help the economic sectors hit by the coronavirus crisis, includ-
ing those designed to keep jobs and ensure liquidity and COVID-19 loans, were extend-
ed until the end of the year. For all sectors, the government will co-finance a shorter 
working week with a maximum HRK 2,000 per worker plus contributions, as well as 
provide assistance to micro-businesses until the end of December, also in the amount 
of HRK 2,000 per worker, if the employer has suffered a drop in turnover of more than 
50 per cent. For activities that are particularly at risk (transport of passengers, hospi-
tality, travel agencies and recreation-related businesses, as well as cultural, business 
and sports events), support is provided in the amount of HRK 4,000 per employee until 
end-December 2020, if their drop in turnover exceeds 60 per cent. On September 24, 
the deadline for SOEs to pay profit into the budget was extended until January 15. Since 
end-November, the government finances the costs of entrepreneurs whose work was 
suspended by the Decision of the Civil Protection Headquarters. The overhead costs 
are reimbursed to entrepreneurs with a drop in income of at least 60% compared to the 
same month last year or compared to the previous month of the current year if the en-
trepreneur started working in 2020. Entrepreneurs with a decline in income/receipts 
of 40-60% or HRK 2,000 - 3,500, respectively, are also entitled to support within the 
work scheme.
In December 2020, the government announced the continuation of the measure of 
HRK 4,000 per employee in January and February 2021 to protect jobs in businesses 
forced to close down as part of efforts to curb the spread of the coronavirus pandemic. 
In end-February 2021, the job retention grants were extended by another month. The 
existing active labour market measures were expanded, for instance, the job skills 
training programs for the currently unemployed persons to work in professions experi-
encing labour force shortages of workers.
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(1) Financial liquidity support will be extended to microenterprises and self-employed 
at the amount of EUR 10 thousand for a maximum period of 24 months, which mea-
sure amounts in a total of EUR 15 million. (2) Monthly salaries coverage of EUR 130 will 
be awarded for the first two months to any newly hired employee during the COVID-19 
with a defined term contract of at least one year. The total coverage amounts to EUR 6 
million. (3) Financial support to exporters after the termination of the COVID-19 situa-
tion will be at the total amount of EUR 10 million.
(4) Support for grants and governmental institutions- A total amount of EUR 20 
million is approved to increase the budget for grants and subsidies to the Minis-
try of Agriculture, Forestry and Rural Development, Ministry of Culture, Youth and 
Sports and municipalities affected by the pandemic situation.

No
rth

 
M

ac
ed

on
ia (1) Extension of instalment payments; 

(2) A total of EUR 5.5 million will be granted as interest-free loans to companies con-
ducting business activates in the sectors most affected by Covid-19.
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In late August 2020, the authorities announced one-off fiscal support to help hotels in cit-
ies, through a fixed subsidy per room and per bed, with a cost of about 0.02 per cent of GDP.
Subsidies for Hotels
Due to the size of the impact of Covid-19 on the accommodation industry, the Government 
has implemented a support package consisting of almost EUR 11 million in subsidies. Pay-
ment of subsidies to 312 hotels that have applied has been initiated in October and consists 
of EUR 350 per bed and EUR 150 per accommodation unit.
Subsidies for Tour operators and touristic agencies
In November 2020, the Ministry of Trade Tourism and Telecommunications published 
a call for submission of subsidies’ applications for tour operators and agencies. Eligible 
agencies will receive up to EUR 5,000 for insurance policy premiums, depending on the 
type of license they hold. The total allocated amount is approx. EUR 1.28 million.
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a The FBIH support the economy through: (1) setting up a special fund to stabilize the 
economy(KM 500 million, 1.5 per cent of GDP); and (2) establishing a guarantee fund 
at the Development Bank (up to KM 500 million, 1.5 per cent of GDP) which will serve 
to maintain and improve the liquidity of companies. The RS is also developing a credit 
guarantee scheme.
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(1) Beneficiaries of some EU Structural and Investment Funds will be able to receive 
larger advance payments. Part of the EU funds envelope has been reallocated to micro-
loans, a new credit line was introduced, accompanied by measures to facilitate faster 
disbursements of loans with lower interest rates and larger partial risk guarantees. 
(2) The government has also resorted to purchasing unsold stocks of finished goods 
in agriculture, the food processing industry, medical equipment, and similar strategic 
goods. 
(3) Financing of temporary fishing suspension with prior approval of the European 
Commission. 
(4) Assistance to the agricultural sector due to traffic restrictions and increased manip-
ulation costs. 
(5) Increased funding for de minimis aid to the fisheries and aquaculture sector.
(6) Establishment of a credit line for working capital for the agriculture, forestry and 
wood processing sectors.
(7) State aid: EU Commission approves €4 million Croatian direct grant scheme to sup-
port fishery and aquaculture sector in coronavirus outbreak.
In January 2021, the European Commission (EC) approved Croatia’s HRK 1.53 billion 
state aid program for companies in the field of tourism and sports, which will be im-
plemented in cooperation with the Croatian Ministry of Tourism and Sports, the Croa-
tian Bank for Reconstruction and Development (HBOR), the Croatian Agency for SMEs, 
Innovations and Investments (HAMAG-BICRO) and commercial banks. The program 
provides for the issuance of a state guarantee in the amount of 100% of the loan princi-
pal for micro, small and medium-sized enterprises and up to 90% for large enterprises. 
The supports in the amount up to EUR 800,000 per entrepreneur will be granted by 
30 June this year at the latest, but only to companies that were not in difficulties on 31 
December 2019, except for micro and small enterprises, which are eligible even if they 
had a business problem on that date. The new loans are intended for working capital 
and investments, as well as interest rate subsidies.
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A. Bank of Albania Supervisory Council:

(1) suspended dividend distribution by the banks until the end of June 2020 for (a) the 
accumulated profit carried forward from previous periods;  (b) profits realised in 2019 
and (c) the profit that will be realized during the first half of 2020;

On January 13, 2021, the central bank lifted the suspension on the distribution of 2019 
dividends but instituted a suspension on the distribution of 2020 and 2021 dividends 
until the end of 2021.

(2) starting from April 10, 2020, it waived the commissions for transfers in local cur-
rency, as well as fees for participants in AIPS and AECH payment systems operated 
by the Bank of Albania. This measure urges the use of e-banking services and aims to 
reduce the number of people requiring services in bank premises. 

B. BoA and GoA order second-tier banks to postpone for a 3 month-period terms in-
stalment payments from the private sector in the first phases, and 3 more months in 
the second phase up to 31.08.2020.
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(1) Interest-free loans  repayable until 31 December 2020 will be awarded to state-
owned enterprises facing financial difficulties, legal entities/companies authorized 
to provide essential services, amounting to a total of EUR 20 million. (2) The Central 
Bank of Kosovo (CBK) together with the Kosovo Banking Association, decided to sus-
pend the payment of loan instalments for businesses and individuals starting from 
March 16 until April 30. This suspension could be extended depending on the situ-
ation. The CBK will apply regulatory forbearance on loan provisions and capital re-
quirements on reprogrammed loans. (3) In February 2021, the CBK further extended 
the loan restructuring program to March 31, 2021. The extension allowed for loans that 
were previously not restructured due to COVID-19 to extend the maturity by 9 months.
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The National Bank measures: 
(1) Initially cut its policy rate by 25 basis points to 1.75%. The Bank has cut its policy rate 
three times since the start of the crisis by a cumulative 75 basis point to 1.25%
(2) The fees for withdrawing and returning cash to the National Bank’s central vault 
have been abolished to minimize any risk of transmitting the virus infection by coins 
and bills. 
(3) Revised its credit risk regulation to encourage banks to restructure loans tempo-
rarily and has relaxed the loan classification standards for NPLs. It has also reduced 
the base for the reserve requirement by the amount of new loans to firms in affected 
sectors and has extended the deadline for banks to submit their first Internal Liquidity 
Assessment Report to allow them to focus on providing credit while maintaining the 
quality of the loan portfolio.
In February 2021, the Bank decided to temporarily restrict dividend payments by 
banks unless in the form of shares, thereby strengthening the supervisory guidance 
of 2020. The restriction is currently in force through 2021 but will be reviewed no later 
than September 2021.
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The National Bank measures: 
(1) cut the key policy rate from 2.25 per cent to 1.75 per cent and then to 1,50% and nar-
rowed the interest rate corridor from ±1.25pp to ±1pp relative to the key policy rate.  
(2) provided liquidity (both in dinars and euros) to banks through additional EUR/RSD 
swap auctions and repo purchase auctions of dinar government securities; 
(3) reduced the FX swap interest rates 
-Moratorium on leasing and loans, beneficiaries are entitled to delay in payment of 
obligations that were due within 3 days from the day the decision came into force.
-Leasing providers cannot charge interest on arrears and initiate collection proce-
dures against the lessee or undertake other legal actions to collect the receivables 
from the lessee.
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na (1) Banking Agencies have announced a six-month loan repayment moratorium for 

restructuring credit arrangements for individuals and legal entities which are found 
to have aggravated circumstances for loans repayments due to COVID-19. 
(2) Banking Agencies have instructed banks to track clients and exposure portfolios 
affected by COVID-19. Banks are also instructed to consider additional customer re-
lief, including reviewing current fees for services and avoiding charging fees to handle 
exposure modifications. 
(3) All banks were ordered not to pay dividends or bonuses.

INTERNATIONALIZATION OF 
ALBANIAN MICRO-, SMALL AND 
MEDIUM-SIZED ENTREPRISES*
CHALLENGES & OPPORTUNITIES

822 823



Country Measures
M

on
te

ne
gr

o

The central bank measures:
(1) moratorium on loan repayment for a period of up to 90 days. It includes the interim 
suspension of all payments of obligations based on the loan (principal, interest, de-
fault interest, fees, etc.). 
(2) Banks are also allowed to restructure loans and reclassify them as new loans, 
including by additionally extending the repayment period by up to two years, if the 
borrower’s financial position was impacted by the pandemic and restructuring would 
improve the credit capacity of the borrower. These measures also apply to leasing and 
microfinance institutions. 
(3) The central bank has also announced measures to temporarily prohibit banks from 
paying dividends to shareholders, except in the form of equity, and to allow banks to 
increase exposures to a person or group of related parties beyond the prescribed ex-
posure limits (25 per cent of the bank’s own funds), with prior central bank approval. 
(4) Additional measures are being considered, including the extension of the morato-
rium to the most vulnerable borrowers, securing access to credit lines for the finan-
cial system through the EBRD and the International Finance Corporation (IFC), and 
reducing the price of withdrawing the reserve requirement for the liquidity of banks.
In July 2020, CB decided that banks are obliged to grant a moratorium to borrowers 
from two priority sectors: tourism, as well as agriculture, forestry, and fishing. The 
moratorium can be used from September 1, 2020, to August 31, 2021, and is available 
to borrowers in these sectors who are not past due in loan repayments for more than 
90 days and whose loans were not classified as non-performing assets as of Decem-
ber 31, 2019. Banks are also allowed to treat approved or restructured loans in these 
sectors as loans from category “A” during the duration specified above.
In October 2020, CB intervened by helping the most affected citizens. It introduced a 
six-month moratorium on the repayment of loans for citizens who have lost their jobs 
after March 31 due to the COVID-19 crisis and have not delayed the repayment of their 
loans by more than 90 days before end-2019, and whose loans have not been classi-
fied as non-performing by end-2019. Other measures include a loan restructuring for 
citizens whose wages have fallen by at least 10 per cent due to the pandemic and a 
change in the amount of demand deposits included in the calculation of due liabilities 
(20 per cent instead of 30 per cent).
On April 28, 2021, launched new measures. They were focused on micro, small and 
medium-sized enterprises and citizens. It expands the list of eligible sectors for loan 
beneficiaries entitled to a moratorium, approval and restructuring of loans with pref-
erential regulatory treatment. Loan beneficiaries whose earnings have been reduced 
by more than 10 per cent due to the pandemic may be extended a repayment period by 
a maximum of five years. Banks can also agree on a longer-term when restructuring 
and classifying loans to natural persons, including those when the loan is not secured 
by collateral. The extension period may be up to five years providing the maturity does 
not exceed 10 years.
On May 25, 2021, the Central Bank expanded the categories of companies that are loan 
beneficiaries of the moratorium (ending August 31, 2021) to also include those whose 
total revenues in 2020 were at least 50 per cent lower than in 2019.
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The National Bank provided liquidity via: 
(1) the structural repo facility, used for the first time since December 2018 (5-year kuna 
liquidity of HRK 3.8 billion at a fixed interest rate of 0.25 per cent); 
(2) regular weekly repos used by banks for the first time since December 2017. This 
repo rate has been reduced from 0.30 to 0.05 per cent; and 
(3) a reduction of the reserve requirement ratio (from 12 to 9 per cent).

- - A moratorium for three months on obligations to banks has been intro-
duced. Banks will not apply enforcement measures during this period. 

- - The Croatian Bank for Reconstruction and Development (HBOR) has is-
sued a moratorium on debt service for three months, can provide liquidity 
loans, export guarantees, and restructure obligations. In April 2020, the Eu-
ropean Commission approved subsidized loan programs of up to €1.8 billion.

OTHER
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(1) As of April, cabinet ministers and lawmakers receive half of their salaries for the 
next three months, with the savings going to the Anti-Covid 19 social support fund. 
Such decisions have been endorsed by other institutions such as the Supervisory 
Council of BoA, AMF, etc.
(2) Suspension of four PPP contracts and public procurement procedures
(3) Bank of Albania Supervisory Council halved the salaries of its supervisory board 
and BoA top management for the duration of the pandemic.
In September 2020, the government launched an Employment Promotion Program. 
It aims to cover part of the reemployment costs of those who lost their jobs during the 
lockdown. For formal sector employees, the government will cover half of the wages (at 
the minimum legal level) and the full employers’ share of social contributions for the dura-
tion of the program (4 or 8 months). Informal sector employees who lost their jobs during 
the lockdown will have the full cost of social contributions (employees and employers 
share) covered for 12 months if they formalize. The 2021 budget provided more funds for 
the purchase of vaccines and to support the increase of salaries for medical staff.
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(1) Enforced collection measures:
- The tax authorities announced that they would not conduct any enforced collection 
in respect of all taxes and other public charges (fines, court fees) against those taxpay-
ers who have not paid their obligations. 
- The Law on Enforcement is suspended until the end of June., and the enforcement 
agents are obliged to stop taking any enforcement action.
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In October, the Government of the Republic of Serbia adopted two Decrees extending 
methods for granting State Incentives. First Decree focuses on the possibility for the 
Government to finance eligible companies through the temporary purchase of own-
ership and non-ownership shares. The second Decree allows the Government to fi-
nance part of fixed expenses of companies that have decreased or ceased activities 
due to Covid-19. However, Decrees do not represent enforceable measures, just a legal 
ground for possible State Aid programs which are planned.  No official comment on 
such activities is yet available.
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o (1) Postponement of payment of lease of state-owned real estate, also for a period of 
90 days. 
(2) Advance payment to service providers and contractors on started capital projects 
with the provision of a bank guarantee in the value of the advance payment to ensure 
their liquidity and maintain continuity of work, where this does not endanger the 
health of citizens.
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The Croatian Government introduced new measures for preserving jobs in Covid-19 
affected sectors. There are currently 3 measures that are available to employers.
Grant to support reduced working hours during June to December 2020;
Grant for the preservation of jobs in sheltered workshops, integrative workshops and 
employment units for people with disabilities during July to December 2020;
Job preservation grant for specific sectors affected by Covid-19 – during October to 
December 2020.

 

ANNEX III
SMEs MITIGATION OF 
COST EXPOSURE TO 
INTERNATIONALIZATION

2. ELECTRICITY PRICES ON THE 
DEREGULATED MARKET
As of August, mainly due to the lack of gas re-
serves/supply, currently the gas index, TTF, is 
98.50 EUR/MWh (in same occasions even 110 
EUR/MWh) – before the crisis ~ 15 EUR/MWh) 
and, considering that gas units, in many Euro-
pean countries set the marginal price, the Eu-
ropean markets are experiencing a significant 
price increase, not only on short level (day – 1 
month ahead), but as well on long term basis 
(year/s in advance). Higher than usual market 
prices are not per se a sign of malfunctioning 
markets, in particular when they follow un-
derlying market fundamentals (as the case 
actually). Forward markets expect a signifi-
cant drop in wholesale prices for gas in spring 
2022. A key variable in the very near term is 
the upcoming winter and its implications for 
gas demand. The average unit/price before 

ELECTRICITY PROSPECTIVE

Note: indicative prices used for the briefing note re-
lates to the market prices during the middle of Octo-
ber 2021

Tirana, October 2021

1. ELECTRICITY TARIFFS ADOPTED 
FROM ERE (REGULATED SEGMENT)
SMEs in Albania are connected to the low and 
medium voltage levels, specifically 0.4, 6, 10, 20 
and 35 kV (in 20 kV and 35 kV we may identify as 
well corporates). The tariffs for the year 2021 are 
as follow: 0.4 kV: 14 All/kWh, whereas, for the 
customer equipped with two tariff meter, the tar-
iff of 16.1 All/kWh for 5 peak hours/day applies. 
6, 10 and 20 kV: 11 All/kWh, whereas, for the cus-
tomer equipped with two tariff meter, the tariff of 
12.65 All/kWh for 5 peak hours/day applies.

INTERNATIONALIZATION OF 
ALBANIAN MICRO-, SMALL AND 
MEDIUM-SIZED ENTREPRISES*
CHALLENGES & OPPORTUNITIES

826 827



the crisis (January – July 2021) was 65.62 EUR/
MWh, whereas, as result of the crisis, the av-
erage unit/price for the period 01.08.2021 – to-

day, is 133.48 EUR/MWh (market prices are 
based on the Hungarian prices, a market ref-
erence for Albania and as well the region).

 Figure 22.  

The electricity crisis is expected to continue for 
at least until 2022, whereas, the markets are ex-

periencing a significant increase of the future 
prices, specifically Cal 22 product.

 Figure 23.  Year 2022 baseload

Figure 24.  Year 2022 peakload

As we may notice, the entire region is directly af-
fected from the current crisis.
 Figure 25.  Average electricity prices for bidding 
zones in Europe: September 2021 (EUR/MWh).

3. SHORT TERM IMPACT OF THE 
ELECTRICITY PRICES ON THE 
ALBANIAN SMES
In regard to the regulated segment, we should 
not expect any price increase in the segment of 
the customers connected to the low voltage (0.4 
kV), which represent the small enterprises and 
part of the medium segment. This is to be at-
tributed to the mix of the electricity secured from 
FSHU sh.a. at the very competitive cost of 2.9 All/
kWh - ~ 24 EUR/MWh (page 22 of the FSHU ap-
plication for 2021). Of course, under the current 
crisis, this is to be considered only as an estima-
tion. In regard to the deregulated segment (cus-
tomers connected to the 35 kV voltage level), the 
electricity cost is already significantly increased, 
specifically:

September 2021 = 17.00 All/kWh (actual HU 
price of 135.10 EUR/MWh + CBC costs 6,63 EUR/
MWh);
October 2021 (01 – 12) = 23.18 All/kWh (actual HU 
price of 184.20 EUR/MWh + CBC
costs 8,98 EUR/MWh);
November – December 2021 average future price 
= 26.29 All/kWh (future HU price of
213.10 EUR/MWh + estimated CBC costs 6 EUR/
MWh).
The above prices are to be considered as the pos-
sible lowest, since do not reflect the costs for the 
imbalances and the margin of the supplier. In 
addition, to these prices, we would need to add 
the transmission fee (0.75 All/kWh) and the dis-
tribution fee (1.5 All/kWh).
Considering that the SME-s consume mostly 
peak load electricity (08:oo – 20:oo, Monday
– Friday), the above prices would need to be in-
creased with an average of 20% - 40%, depend-
ing on the product required from the customer.

4. LONG TERM IMPACT OF THE 
ELECTRICITY PRICES ON THE 
ALBANIAN SMES
The Albanian electricity system is on-parallel 
synchronized with the continental Europe and 
is very well interconnected with its neighbour-
ing countries. In this regard, considering as well 
the shortage nature of the Albanian electricity 
system, the electricity market is integrated with 
the European one, thus, due to its interaction, 
directly influenced by it. The influence is to 
continue as well in the future, despite the lack, 
in prima facie, of a direct correlation between 
the two main elements, currently impacting the 
European electricity market, and the Albanian 
market (Albania does not possess internal gas 
infrastructure and is not part of the EU Emis-
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sions Trading System, currently traded at 59.90 
EUR/MWh).
Due to the lack of the harmonization of the 
decommissioning of the conventional power 
plans and the climate change objectives, we 
may expect a stabilization of the price (still at 
the level of ±80 EUR/MWh) only as of 2023.
Albania, due its production mix (only HPP-s & 
micro solar PP-s) at a variable cost of ±1,5 EUR/
MWh, could be positively influenced from the 
current electricity crisis only in cases of sur-
pluses, thus exports (as the case in Cal 2010, H1 
2018, H1 2021 etc.).
The most important element to be considered 
for the SME-s (mostly for the medium segment, 
since the small segment could still enjoy the 
services of the Universal Supplier, as defined 
in the point 2.3 of the  Order of the Minister 
of Infrastructure and Energy    No. 28, dated 
18.01.2021, hereinafter MIE order), is the de-
regulation for the customers connected to the 
medium level. Based on the points 3.2 & 3.3. of 
the MIE Order, 26% of the customers connected 
to the 20 kV would have to join the deregulated 
segment as of 01.01.2021 (the new deadline still 
to be defined), and 74% one year later, whereas, 
the 28% of the customers connected to the 10/6 
kV would have to join the deregulated segment 
as of 01.01.2022 (the remaining, depending on 
the establishment of the smart infrastructure to 
this segment).
The above customers are expected to be ex-
posed to the market prices, thus increasing 
further their costs (at least until the electricity 
crisis/prices will remain in the current levels).
The Albanian Power Exchange (ALPEX) is 
scheduled to go live on H1 2022. Considering its 
partial compulsory participation for the local-
ly produced electricity and the full compulso-

ry participation for the suppliers of electricity, 
ALPEX is expected to increase the amount of 
the electricity, locally produced, available as 
well to the deregulated segment. In addition, 
will have a direct impact on the SME segment, 
since will enable them to have access to ALPEX, 
practically to the Albanian electricity price (a 
price which, at least in periods of surpluses, 
could be decoupled from the European one, 
thus not necessarily reflecting the elements 
that currently impact the European prices).
Switching of the supplier process/opportuni-
ties
The switching of the supplier process is en-
abled from the related ERE rules and is a simpli-
fied process that is positively tested in practice, 
since balances the interests of the customers 
and suppliers. The customers, through simpli-
fied and free-of-charge procedures, could easi-
ly switch their supplier.
Currently, considering the electricity crisis that 
we are experiencing, the customers active in 
the regulated segment, due to the electricity se-
cured from the Universal Supplier at low price, 
do not have any incentive to be supplied from 
alternative suppliers at market prices. This pro-
cess could be vitalized only with the establish-
ment of ALPEX.

5. MEASURES TO BE ADOPTED IN 
ORDER TO ADDRESS THE INCREASED 
ELECTRICITY COSTS
As noticed from the very latest report of the EU 
Agency for the Cooperation of Energy Regulators 
(one the most authoritative European entities) …
there is no obvious indication nor evidence of 
systematic manipulative behavior or insider 
trading under REMIT causing the high energy 
prices. As such, the future electricity system is 

likely to remain inherently volatile, with prices 
varying significantly as a function of generation 
availability. As a result, there is a need to incen-
tivize those providers and technologies that 
can “smooth” this volatility (be it batteries, larg-
er-scale storage, aggregated demand-response 
providers like electric vehicle fleets, energy com-
munities etc.) …
In any case, the main measures that Albania may 
adopt, are to properly address the prosumers (in-
crease of production) and the energy efficiency 
(decrease of consumption).

6. PROSUMERS
Albania has a great potential in regard to the 
electricity to be produced from solar PV (in 
non-productive lands the potential is 1900 
MW). Potential of Albania still should be ex-
ploited, since, every kWh produced in Albania, 
replaces the import of that kWh with a cost of 
at least 200 EUR/MWh (current prices).
Prosumers (aliter “self-consumption gener-
ators”) are defined as electricity consumers 
that produce part of their electricity needs 
from their own power plant and use the dis-
tribution network to inject excess production 
and to withdraw electricity when self- produc-
tion is not sufficient to meet own needs.
Prosumers in Albania are entitled to produce 
electricity from rooftop solar plans (as well 
from units installed in non-productive lands), 
with installed capacity of up to 500 kW. MIE, 
through the Order No. 3, dated 20.06.2019 
(hereinafter MIE order) has adopted simpli-
fied procedures for enabling the installation of 
the PV plans, specifically:
the installed power capacity shall not exceed 
that corresponding to the consumed electrici-
ty. For this, the historic consumption of the last 

two years shall be taken into consideration or 
the report prepared from an electricity audi-
tor;
study for the connection to the grid;
OSSH has 30 working days for ruling on the 
request (other technical details are available 
in the OSHEE homepage).
Despite this very positive and welcomed step, 
a step that enabled the installation of the first 
rooftop solar plans, still, considering the actu-
al electricity crisis/prices, Albania may need 
to address at least two issues that could easily 
accelerate further this process.
Article 15.3 of the RES law No. 7/2017, stipu-
lates that generated and consumed electricity 
from a prosumer are netted on monthly basis. 
This, in combination with the still non-adop-
tion of the methodology for off-taking the 
non-netted surpluses from the prosumer, not 
only reduces further the installed power ca-
pacity, but, in most cases, does not even make 
the project very attractive (at least before the 
crisis). In winter period, electricity consump-
tion is high (or same) and the electricity pro-
duced form the solar PV is lower (additional 
surpluses, off-taken by OSHEE, but not paid), 
whereas, in summer period, electricity con-
sumption is low (or same) and the electricity 
produced form the solar PV is high (additional 
surpluses, off-taken by OSHEE, but not paid)
The article 15.3 of the RES law need to be 
amended, in order to enable netting of elec-
tricity on yearly basis and not on monthly ba-
sis. In addition, the methodology for the off-
take price need to be adopted.
Albania, comparing to the Western Balkan 
countries, in regard to the prosumers, stand in 
a very up position (to be considered as a quite 
positive step) in regard to the installed pow-
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er capacity (up to 500 kW), whereas in other 
countries this value is quite smaller (Bosnia 50 
kW, Kosovo 100 kW, Montenegro 50 kW). In 
case that we would aim to reduce further the 
implications from the electricity crisis/pric-
es, we may still increase the installed power 
capacity up to that corresponding to the con-
sumed electricity. Alternatively, in case of sys-
tem constrains, we may follow the Greek and 
Serbian example and limit the installed capaci-
ty up to 1 MW, in order to correspond as well to 
the generators that are not required to obtain a 
license from ERE (as defined in the Article.

37.6.b of the Power Sector Law).
In order to identify the benefits from this tech-
nology, we have calculated and compared the 
Net Present Value (NPV) of the solar PV, with 
regulated tariffs adopted from ERE (tariffs 
for the 6, 10 & 20 kV) and at market prices. 
We have taken into consideration the SME-s 
segments connected to the medium voltage 
(installed capacity of 100 kV, 200 kV & 500 
kV), since are expected to join the deregulated 
segment (at a time to be defined). The NPV cal-
culated at market prices, is valid as well for the 
customers connected to the 35 kV.

As it is very easily identified, the investment in a solar PV plan is quite profitable and attractive if the 
customer is (or will be) exposed in the deregulated segment.

 Figure 26.  NPV or PV systems (Actual tarifs)

 Figure 27.  NPV or PV systems (Actual market prices)

w w w . i n v e s t m e n t . c o m . a l

7. ENERGY EFFICIENCY
The moto here is: making energy efficiency the 
first fuel. In regard to the Western Balkan coun-
tries, all WB6 parties, with the exception of Bos-
nia and Herzegovina, are on track with meeting 

the 2020 energy efficiency target. Investments 
in energy efficiency in buildings picked up in the 
past year, however, only one third of the estimat-
ed investment needs for 2011-2020 have been 
met.

 Figure 28.  Implementation of energy efficiency 
2020 targets

 Figure 29.  Energy productivity (%of EU 
average), 2018

 Figure 30.  Investment gap in energy efficency in buildings programes
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We have identified many positive steps in this 
segment, however, we may still improve this, at 
least in the SME segment, through:

 » energy management, by establishing an en-
ergy policy, and creating a cross-functional 
energy team. Steps and procedures are then 
put in place to assess performance through 
regular reviews of energy data, technical as-
sessments and benchmarking.

 » steam and high temperature hot water boil-
ers offer many energy savings opportunities 
which can make significant cost savings to 
industries. The most appropriate option de-
pends on the type of boiler and heating sys-
tem, the requirements of the process or other 
heating demands and budget.

 » compressed air in industry is widespread 
and is somehow used in almost all sorts of 
applications. A typical compressed-air sys-
tem consists of a supply side, which includes 
compressors and air treatment and a de-
mand side, which includes distribution and 
storage systems and end-use equipment.

 » industrial refrigeration plants are not only 
costly in capital terms but have significant 
operational costs, primarily due to their own 
energy consumption. Refrigeration systems 
typically cost seven to ten times as much to 
run over their lifetime as they do to buy. The 
use of heat recovery from a refrigeration sys-
tem is recommended when there is hot air or 

water consumption for processes, cleaning 
or heating close to the refrigeration site and 
when the heat demand is simultaneous with 
the working time of the cooling plant.

8. AS A CONCLUSION:
The proposed amendments in the RES law 
by addressing the monthly netting and the in-
crease of the installed capacity, and, in addition, 
the adoption of the methodology for off-taking 
the surpluses, will make the investments in 
the solar PP segment very attractive for the 
business community. No need to mention that 
investments are required in order to accommo-
date the increased solar PP production and, in 
addition, market assessment from the public 
side.
Using the momentum, Albania may speed its 
target of energy efficiency, through stimulat-
ing smart approaches, transforming the elec-
tricity crisis, from a direct threat to its econ-
omy, to a great opportunity. For that a) set up 
an energy SME efficiency team that will evi-
dence SME energy related issues for specific 
sectors and advocate and promote relevant 
knowledge for the use of alternative sources 
of energy (solar, energy efficiency in building, 
steam and hot water, etc.) b) facilitate access 
to relevant instrument provided by the gov-
ernment and donors c) increase understand-
ing on the energy prices.

w w w . i n v e s t m e n t . c o m . a l
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