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ANALYSIS OF THE FINANCIAL REPORTING IN
BULGARIA’S PUBLIC SECTOR IN ACCORDANCE
WITH THE INTERNATIONAL REPORTING
FRAMEWORKS

Daniela FESCHIYAN', Radka ANDASAROVA 2

! University of National and World Economy/ Department of Accounting and Analysis,
d.feschiyan@gmail.com
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Abstract

The commitment of Bulgaria to adopting European regulations in various economic
sectors is a dynamic process that began even before the country’s accession to the
EU in 2007. Despite the initiatives undertaken in the process of European integra-
tion, twenty years later, the sustainable development of the public sector in Bulgaria
faces numerous challenges related to the increasing importance of transparency and
the quality of accounting information— the main objective of this research.

Effective control over compliance with fiscal discipline in the EU requires timely,
reliable, and relevant fiscal data that is comparable across all member states. In-
depth analysis shows that deviations from quality requirements impose significant
limitations on the usefulness of accounting information, which serves as the foun-
dation for managerial accountability in decision-making.

The current level of financial reporting development in the public sector indicates
several difficulties, primarily the need for standardization of public sector account-
ing and the harmonization of national accounting standards with international re-
quirements, particularly those set by IPSAS. Despite these challenges, adapting to
international requirements and European accounting practices presents an opportu-
nity to improve financial management and enhance trust in Bulgaria’s public sector.

Keywords: financial reporting, public sector, IPSAS, European Integration, ESA
2010

INTRODUCTION
The global prioritization of accrual-based financial reporting in the public sector
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provides more opportunities for enhancing the quality and comparability of
financial information for financial reporting and fiscal analysis. "The pursuit of fiscal
discipline arises from the essential role of accounting information for preserving
economic and monetary union and trust among member states. One instrument for
building this trust and for better measurement and forecasting of fiscal conditions is
harmonized accounting standards with full application of the accrual principle in the
public sector” (Feschiyan, 2018).

The aim of the study is to analyze financial reports in Bulgaria’s public sector
within the framework of European integration, focusing on the International Public
Sector Accounting Standards (IPSAS) and the European System of Accounts
(ESA 2010). The study explores the main uses of accounting information: on
one side — for accountability purposes and decision-making proses; on the other
— for macroeconomic analysis and presentation of key macroeconomic indicators.
A detailed review of the applicability of these frameworks highlights various
challenges that should be considered when improving financial reporting regulations
in Bulgaria’s public sector, in the interest of general-purpose financial report users.

The International Monetary Fund (IMF) plays a crucial role in developing a
unified global strategy for consolidating fiscal operation data, connecting national
economies within a single global economic system. To practically realize global
economic integration, an appropriate toolkit is required. The IMF develops and
applies an international framework for statistical reporting and presenting fiscal data
for the public sector. The primary aim of this guidance is to provide a comprehensive
conceptual and accounting framework for analyzing and assessing countries' fiscal
policies, particularly for the government sector. This methodological guide is
aimed at harmonizing Government Financial Statistics with the System of National
Accounts adopted by the UN Statistical Commission in February 1993 and updated
in 2009 (SNA 2008), respectively, with the European System of Accounts — ESA
2010.

Applicable international frameworks for financial reporting in the public sector
and statistical reporting of fiscal data should be viewed as interconnected structural
elements within a unified global economic system. Daniela Feschiyan (2023) argues
in her research the need for adopting standardized financial statements based on
International Public Sector Accounting Standards (IPSAS). This transition will
create conditions for overall increased transparency and accountability in the
public sector, achieving comparability between financial and fiscal data. Financial
statements prepared on an accrual basis (according to IPSAS requirements) provide
reliable information on assets, liabilities, net assets, revenues, and expenditures
of public sector entities. Projections for broader IPSAS applicability worldwide
are especially significant, aiming at further harmonizing public sector financial
reporting with international frameworks for statistical reporting and presenting fiscal
data (ESA 2010 and SNA 2008). Integrating financial and fiscal data will facilitate
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comparability between jurisdictions, improve financial reporting transparency, and
enhance public trust in public resource management. Supporting these points are
EU efforts to harmonize IPSAS and ESA 2010 through developing European Public
Sector Accounting Standards (EPSAS), aiming to unify best practices from both
international reporting frameworks.

1. THEORETICAL FRAMEWORK OF THE RELATIONSHIP BETWEEN
FINANCIAL AND STATISTICAL REPORTING

The concept of the relationship between statistical and financial reporting
frameworks is prominently featured in the Conceptual Framework for General
Purpose Financial Reporting in the Public Sector (Andasarova, 2024). The primary
objective of public sector financial reporting is to provide information useful to users
of general-purpose financial reports (GPFR) for decision-making and accountability
purposes (IDES, 2021). Statements by the International Accounting Standards
Board (IASB) highlight the growing importance of accounting information quality
for making economically justified and beneficial decisions. Additionally, the IPSAS
Board identifies the dominant role of public sector financial reporting in assuming
managerial accountability to stakeholders. Public sector entities are accountable to
providers of public resources regarding resource management and usage in service
provision, while complying with legislation. General-purpose financial statements,
regulated by IPSAS, form a fundamental component of financial reporting, setting
out general presentation and summarization requirements for financial information.

The European System of National Accounts (ESA 2010) serves as an international
accounting framework in the EU, defining the methodology for compiling national
accounts and economic statistics. It supports fiscal and economic policy monitoring,
provides a basis for calculating GDP and related national and European indicators,
and offers economic information used by EU institutions for statistical analyses,
monitoring, and control.

Despite differences in objectives and approaches between the two reporting
frameworks — IPSAS and ESA 2010 — general-purpose financial reports are
a primary data source for compiling statistical reports in the public sector. Two
main uses of accounting information emerge: macroeconomic analysis (presenting
macroeconomic indicators such as deficit, debt, GDP, etc.) and economically justified
decision-making and managerial accountability to stakeholders (IDES, 2023).

Several key aspects can be clearly identified within the common characteristics
of the two frameworks:

e  Application of the accrual principle: Both IPSAS and ESA 2010 emphasize
the importance of accrual accounting for providing timely and accurate financial
information. Currently, 46 International Public Sector Accounting Standards
(IPSAS), based on the accrual principle, have been adopted and approved,
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along with one standard that is unnumbered and applies cash basis accounting
(Feschiyan, 2023). In a statement, [an Carruthers, Chair of the International
Public Sector Accounting Standards Board (IPSASB), emphasized that the
application of accrual-based financial reporting is fundamental for achieving
financial reporting objectives and ensuring transparency in the public sector,
particularly in the context of providing useful information for sound decision-
making and managerial accountability (Andasarova, 2024). The accrual
principle is also applicable for statistical reporting purposes. For example,
tax revenues are recorded on an accrual basis, i.e., at the time the tax liability
arises, regardless of when the payment is actually made. ESA 2010 permits,
under certain conditions, the use of an alternative approach—modified accrual
basis (time-adjusted cash)—when there is insufficient reliable data to apply full
accrual accounting (e.g., data on the amount of taxes due before their monetary
settlement). Under this method, the initially reported data are adjusted over time
to be recognized in the period during which the corresponding economic event
occurred that gave rise to the tax obligation (Regulation (EU) No 549/2013,
paragraph 20.174).

Reporting of assets, liabilities, revenues, and expenses: Both frameworks
require detailed reporting of these elements, although IPSAS demands a more
detailed approach at the entity level, while ESA 2010 focuses on aggregated
sectoral data for macroeconomic analysis.

Comprehensive cash flow information: IPSAS and ESA 2010 both provide
information on cash flows but with different focus. IPSAS requires detailed cash
flow statements, whereas ESA 2010 integrates this information into broader
national accounts without requiring separate cash flow reports.

Asset recognition and control: Both frameworks define assets based on
control rather than legal ownership, emphasizing economic substance over le-
gal form. The Conceptual Framework for IPSAS defines an asset as a resource
presently controlled by the entity as a result of past events. A key characteristic
for the recognition of assets is the existence of control, which includes the
entity’s ability to direct the resource’s use to provide public services (service
potential) or to obtain economic benefits from it (IPSASB, 2022b). According
to ESA 2010, control over an asset is determined not only by the ability to
use it effectively in the provision of public services, but also by assuming the
associated economic risks (paragraph 7.17).

Despite the existence of common characteristics between the two reporting
frameworks, they differ significantly in several key areas, including:

Objectives of the reporting frameworks in the context of generating finan-
cial information: The goal of general-purpose financial reporting is to provide
relevant and reliable information about the operations of public sector enti-

PROCEEDINGS BOOK OF THE 12™
INTERNATIONAL CONFERENCE



ties to assist users in making informed economic decisions and for purposes
of accountability. The formulation of financial reporting objectives adopts a
user-focused approach, tailored to the information needs of stakeholders. The
data generated by government financial statistics is used to analyze the effects
of fiscal policy, evaluate its impact on the economy, and ensure comparabil-
ity of fiscal results at national and international levels. A cornerstone of the
ESA 2010-based statistical reporting framework is the standardized approach
for consolidating institutional units across various economic sectors. This in-
stitutional approach allows for a consistent classification of sectors, ensuring
the comparability and reliability of macroeconomic data. However, despite its
advantages in macroeconomic contexts, this approach has limited practical ap-
plication in the context of entity-level financial reporting. While the statistical
reporting framework aims to generate aggregate macroeconomic indicators
for analysis and fiscal monitoring, financial reporting focuses on producing
complete, neutral, timely, and comparable accounting information necessary
for both decision-making and accountability. This difference underscores the
need for coordination between the two systems—financial and statistical—to
achieve greater efficiency, transparency, and accountability in managing public
resources.

o Users of financial and statistical reports: The primary users of informa-
tion in general-purpose financial statements are recipients of public services, pro-
viders of public resources, and their representatives—such as legislative bodies and
members of parliament. These users typically lack the power to demand reports
tailored to their specific needs. On the other hand, organizations with the authority
to request specialized financial statements to meet their particular needs—such as
regulatory and supervisory bodies, enterprise management, audit institutions, and
rating agencies—are not considered primary users of general-purpose financial re-
ports, even though they use the information for their own purposes. The users of
statistical reports under ESA 2010 include EU institutions (Eurostat, the Europe-
an Commission, the ECB), national governments, and international organizations
(IMF, World Bank, OECD, UN). These bodies use the financial data for economic
analyses, monitoring, budgeting, and policy development.

2. APPLICABILITY OF IPSAS AND ESA 2010 IN PUBLIC SECTOR
FINANCIAL REPORTING IN BULGARIA

This analysis focuses on financial reporting in the public sector of the Republic of
Bulgaria, examined through the lens of international reporting standards — IPSAS
and ESA2010. The detailed review of the applicability of these reporting frameworks
reveals a number of challenges that must be taken into account when formulating
measures to improve financial reporting regulation in the public sector, in the interest
of general-purpose financial report users. The present analysis is based on research
conducted by Daniela Feschiyan in 2023, dedicated to the necessity of introducing a
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standardized model for public sector financial reporting in compliance with IPSAS 1
Presentation of Financial Statements. The study aims to initiate public debate on the
need to conduct a thorough assessment of the alignment between the current national
regulatory framework and applicable IPSAS standards, with a focus on: IPSAS 1
Presentation of Financial Statements, IPSAS 2 Cash Flow Statements, IPSAS 17
Property, Plant, and Equipment, IPSAS 32 Service Concession Arrangements, and
IPSAS 21 Impairment of Non-Cash-Generating Assets.

Table 1. Applicability of IPSAS and ESA 2010 in Public Sector Financial

Reporting in Bulgaria

1. Financial | X Accrual | [ Partial accrual bases X Cash bases
reporting bases
bases
il

2.Govern- X Accrual | X Modified accrual bases | X Modified | [ Cash bases
ment budget | bases cash bases
basis:
3.Compo- A v N A XA X A statement
nents of the | statement | statement statement statement of | of cash flows
financial of financial | of financial | of budget changes in
statements: | position performance | execution net assets

(balance (income

sheet) statement)
4. Financial | X Very X Detailed Some | X Very few or no disclosures
statement detailed disclosures | disclosures
disclosures: | disclosures
5. Correlation between the budget exe- X Yes No
cution data and the financial statement
date:
6. Government assessment and X Yes No
confirmation of compliance with IPSAS
1, IPSAS 2, and related disclosure
requirements:

14
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7. Fixed assets recognised in the
statement of financial position:

Yes - recognised in
the statement of financial

X No - ex-
pensed in the

position statement of

financial per-
formance

8. Government assessment and confir-

mation of compliance with IPSAS 17 and

IPSAS 32: X Yes No

9. Impairment procedure for

non-cash-generating assets under IPSAS

21 X Yes No

10. Fixed Yes - recognised in the statement of | X No - expensed in the state-

assets financial position ment of financial performance

recognised in
the statement
of financial
position:

11. Fixed
assets mea-
surement:

Cost model

Revalua-
tion model

|
X Replace-
ment cost

12.
Recognition
of infrastru-
cture assets
under PPP
arrangements
in the
statement

of financial
position:

X Yes - using another
method

X Yes

- using
IPSAS 32
rules

Yes - using
ESA 2010 rules

X No
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13. Revenue | X Cash is received X Based on | X Accrual

recognition: Taxes are ESA 2010 bases
declared ("time adjusted
cash")

Source: PwC, Collection of information relate to the potential impact,
including costs, of implementing accrual accounting in the public sector and
technical analysis of the suitability of individual IPSAS standards, 2013/S
107-182395; Ministry of Finance of the Republic of Bulgaria (MF), Treasury
Directorate Instructions

CONCLUSION

The results of the study show that financial reporting in Bulgaria’s public sector is
carried out on a modified accrual basis—a middle ground between cash accounting
and full accrual accounting. As a result, limited compliance is observed with the
requirements of IPSAS, which mandate full application of the accrual principle to
provide reliable and relevant information on the financial position and performance
of public sector entities. In contrast, accounting practices in this sector are closely
aligned with the requirements of ESA 2010, a framework designed primarily for
macroeconomic analysis, which does not sufficiently ensure transparency and
accountability at the organizational (entity) level.

The content of the financial statements does not include key components such as the
cash flow statement and the statement of changes in net assets, in contrast with [IPSAS
requirements. Moreover, budgetary information is not presented in the general-
purpose financial statements, despite IPSAS 24 Presentation of Budget Information
in Financial Statements, which requires approved budgets to be disclosed as part of
the financial report to ensure transparency and accountability.

Disclosures in financial reports are limited, making it difficult for external users
of accounting information to objectively assess the financial condition, results,
and cash flows of these entities. This is inconsistent with the IPSAS emphasis on
comprehensive accounting information.

Infrastructure assets are recognized in line with ESA 2010 but without full compliance
with IPSAS 32, which contains detailed requirements on recognition, measurement,
and disclosure of such assets. Minimal improvement has been observed compared
to the approach applied before 2013—mainly through the inclusion of infrastructure
assets in the financial statements. However, clarity regarding their proper
capitalization remains lacking, especially when reported under "Other accounts and
activities."

The absence of genuine IPSAS implementation in Bulgaria (with IPSAS often
adopted formally to gain institutional legitimacy) creates significant limitations for
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public sector financial reporting, particularly concerning:

° Presentation of non-financial assets;

o Recognition of impairment;

o Recognition and accounting for infrastructure assets under concession
arrangements;

o Preparation of cash flow statements (IPSAS 2);

. Presentation of consolidated financial statements.

The European System of Accounts (ESA 2010) is an international accounting
framework in the EU that defines the methodology for compiling national accounts
and economic statistics. It is not intended to function as an equivalent to general-
purpose financial reporting but rather as an analytical tool aimed at supporting fiscal
monitoring, macroeconomic analysis, and ensuring high comparability of reporting
indicators across EU member states. In other words, general-purpose financial
statements serve as a foundational source of information for developing national
budgetary frameworks. The applicable international frameworks—for financial
reporting in the public sector and for statistical reporting of fiscal data—should be
viewed as interconnected components of a unified global economic system. This is
essential to ensure the coherence of information on the operations of public sector
entities and to enhance the efficiency and transparency in managing public resources.
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ABSTRACT

This paper examines family agreements as an increasingly important legal instru-
ment in contemporary family law, playing a key role in preventing conflicts and
ensuring stability in interpersonal relationships. The analysis focuses on the interac-
tion between individuals’ contractual freedom and the legal provisions of the Civil
Code and the Family Code in Albania, with particular attention to the regulation of
the matrimonial property regime and mutual family obligations. Through an ana-
lytical and comparative approach, the study aims to highlight the potential of these
agreements to strengthen legal certainty, transparency, and harmony within the fam-
ily, as well as to raise citizens’ awareness of their rights and the opportunities of-
fered by this branch of law. The paper also proposes several recommendations for
improving legal policies in line with international standards applicable in this field.

Keywords: Family law; family agreements, matrimonial property regime, contrac-
tual freedom; Family Code; legal certainty; Albania.

INTRODUCTION
The study of family agreements constitutes an important field of family law, with
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a direct impact on the regulation of interpersonal relationships within the family!.
These agreements reflect not only the internal developments of society but also the
international influences on the harmonization of family law with European stan-
dards?. They serve as legal instruments to guarantee stability, transparency, and pre-
dictability in the relationships between spouses and other family members*.

One of the main objectives of this study is to contribute to a better understanding of
how the law intervenes to structure property relations and the mutual responsibili-
ties of individuals within the framework of the family*. Family agreements contrib-
ute to the clear management of property, to the safeguarding of contractual equality,
and to the prevention of legal disputes which, traditionally, have been addressed
only after the conflict has arisen”.

Moreover, these agreements enhance awareness of the rights and obligations of in-
dividuals in family relations, an aspect which often remains unclear to citizens due
to a lack of information and legal education®. In this regard, the relevant provisions
of the Civil Code and the Family Code of the Republic of Albania are analyzed’, as
well as the scope they leave for private contracting, within the limits of the public
interest and fundamental rights.

METHODOLOGY OF THE STUDY

The study is based on a theoretical-analytical methodology with a legal focus,
combining the analysis of positive norms with scientific literature and comparative
practices. Central to this approach is the examination of Albanian legislation, spe-
cifically the provisions of the Family Code and the Civil Code, which regulate the
matrimonial property regime and family agreements.®.

In addition, doctrinal analysis has been employed to understand the function and
nature of these agreements, as well as to assess the limits of contractual freedom
within the context of family law®. PFurthermore, a critical analysis has been under-
taken of national and international literature on family agreements and their impact
on legal certainty and the prevention of family conflicts'® as well as an examination
of selected cases from judicial practice to illustrate the concrete application of these
provisions in the Albanian context.

1 (Shabani, 2019)

2 Boele-Woelki et al., 2005.

3 Gjika, 2020.

4 Antokolskaia, 2003.

5  Bell, 2017.

6  Shabani, 2019.

7  Family Code, 65-74.

8  Family Code, 2003; Code, 1994.
9  Antokolskaia, 2003; Bell, 2017.
10 Shabani, 2019; Gjika, 2020,
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PRIVATE AGREEMENTS IN FAMILY RELATIONS: A DOCTRINAL AND
LEGAL ANALYSIS

Private agreements in family relations represent a legal mechanism that is gaining
increasing importance in the regulation of sensitive issues such as cohabitation, di-
vision of property, child custody, and financial obligations''. Different forms of such
agreements include: prenuptial contracts, cohabitation agreements, agreements on
the division of property, custody arrangements, and maintenance obligations. Each
of them seeks to regulate specific aspects of family life that have traditionally been
left to the competence of the courts. These agreements provide several clear advan-
tages over traditional judicial procedures. First, they help prevent conflicts and their
escalation'?, A well-drafted and clear agreement can prevent misunderstandings and
ensure a stable legal framework. Secondly, they provide savings in time and costs
by avoiding lengthy and expensive court proceedings. Thirdly, such agreements are
flexible and more adaptable to the specific circumstances of each family, reflecting
social, cultural, and personal contexts that general law cannot always anticipate.
An important aspect is that private agreements encourage cooperation and interper-
sonal responsibility. The negotiation and achievement of consensus without court
intervention enhance the sense of equality and fairness between the parties.'. This
is particularly useful in cases where a functional relationship still exists between
the parties, such as joint parenting. From a doctrinal perspective, these agreements
reflect modern developments in family law, shifting the focus from a paternalistic
model toward an approach that values the autonomy of free will. Instead of relying
on standard state intervention, individuals seek to regulate their own relationships
in accordance with the circumstances of their lives. From a legal perspective, these
agreements lie at the intersection of contract law and family law. Agreements reg-
ulating property division, custody, or maintenance obligations are essentially con-
tracts and are therefore subject to fundamental principles such as freedom of will,
equality of the parties, and contractual obligation. Consequently, the recognition
and acceptance of such agreements in the national legal order represent not only
a practical tool but also a theoretical reorientation in the conception of family law.

THE EVOLUTION OF PRIVATE AGREEMENTS IN ALBANIA: FROM
TRADITION TO MODERNITY

The history of private agreements in Albania reflects a transition from customary
norms and family authority, based structures toward a formalized contractual sys-
tem, supported by law and harmonized with modern European practices. This evo-
lution demonstrates not only the technical development of the Albanian legal sys-
tem but also the effort to balance private autonomy with the public interest and the
protection of children as a vulnerable social category

11 Bell, 2017; Gjika, 2020.
12 Shabani, 2019.
13 Boele-Woelki et al., 2005.
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The Period of Customary Law (before 1945)

During this period, customary law played a central regulatory role in family life.
The most well-known of the customary codifications was the Kanun of Leké Du-
kagjini, which set forth rules on marriage, dowry, honor, and inheritance'®. Private
agreements were not formalized according to the modern concept of contract, but
were binding through traditional sanctions and family honor

The Communist Period (1945-1991)

With the establishment of the communist regime, the legal system underwent a rad-
ical transformation. The state nationalized family law and drastically minimized
the role of the individual in regulating personal relationships. Marriage and family
were conceived as institutions serving socialist morality and the collective interest.
Private agreements, such as prenuptial contracts or those concerning the division of
property, were not recognized or were deemed unacceptable'.

Post 1990, The Democratic Transition

Following the fall of the communist system and the adoption of the 1998 Constitu-
tion'®, Albania resumed the process of reorganizing private law. New laws, such as
the Family Code and the Law “On Mediation™'”, marked a turning point toward the
recognition of private agreements in the field of family law. The parties were grant-
ed the right to determine themselves the rules of cohabitation, property division,
child custody, and obligations'®.

The European Consolidation Phase (2000 — onwards)

With the increasing integration into European structures, Albania began to harmo-
nize its legislation with the principles of the European Convention on Human Rights
and the Convention on the Rights of the Child. These instruments emphasize the
right to private life, equality, and the protection of the best interests of the child.".
Albanian courts have become increasingly open to the acceptance of private agree-
ments, especially when they are formalized and in conformity with public order and
the best interests of the child .

THE ROLE OF PRIVATE LAW AND INSTITUTIONS IN FAMILY AGREE-

14 Gjegovi, S. (1933) The Kanun of Leké Dukagjini

15 Antokolskaia, M. (2003), Harmonisation of Family Law in Europe: A Historical Perspective

16 The Constitution of the Republic of Albania. (1998).

17 Law No. 10385, dated 24 February 2011, “On Mediation in Dispute Resolution”

18 Family Code of the Republic of Albania (adopted by Law No. 9062, dated 8 May 2003).

19 Council of Europe. (1950). European Convention on Human Rights (ECHR). Rome: Council of
Europe. (For the right to private life and the protection of family life, Article 8). United Nations.
(1989). Convention on the Rights of the Child. New York: UN.

20 Boele-Woelki, K., Ferrand, F., Gonzalez Beilfuss, C., Jantera-Jareborg, M., Lowe, N., Martiny,
D., & Pintens, W. (2005). Principles of European Family Law Regarding Divorce and Mainte-
nance Between Former Spouses. Antwerpen: Intersentia.
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MENTS (The Role of Professional Actors in the Formalization of Family Agree-
ments)

Private law in Albania has acquired an important dimension within family law, par-
ticularly after the reforms of the early 2000s. Fundamental principles of contract
law—such as autonomy of will, equality of the parties, and consensus as a condition
for the validity of agreements—have been placed at the core of the legal regulation
of family agreements. Nevertheless, these principles operate within a framework
designed to protect the interests of vulnerable parties, particularly children, as well
as the public interest.

Family Code ' represents an important step toward the formalization of private
relations in the field of family law:

- Article 6 guarantees that family relations are based on free will, recognizing the
importance of individual autonomy.

Article 74 regulates the matrimonial property regime, allowing special agree-
ments on the division or consolidation of property, reflecting trust in the maturity
and free will of the parties.

- Articles 129-132 provide scope for agreements on custody and financial obliga-
tions toward children, but always subject to court verification to ensure compliance
with the best interests of the child.

Articles 144—-146 set out the methods of property division through agreement,
both during marriage and after separation.

- Article 132 provides for divorce by agreement approved by the court, where the
judicial authority plays an active role in protecting the interests of children and
maintaining equality between the parties.

Law on Mediation in Dispute Resolution? (no. 10385/2011) has reinforced this
tendency toward consensual solutions:

Article 7 provides that mediation agreements, if made freely and consciously, are
binding on the parties.

Article 25 establishes a mechanism allowing judicial approval of mediated agree-
ments, granting them full legal effect equivalent to a court judgment

International instruments, such as the ECHR and the Convention on the Rights
of the Child %, have influenced the shaping of Albanian legal practice:

Article 8 of the ECHR guarantees the right to respect for private and family life,

21 Family Code of the Republic of Albania. (2003). Law No. 9062, dated 8 May 2003, as amended.

22 Law No. 10385, dated 24 February 2011, “On Mediation in Dispute Resolution” (On the proce-
dures for the formalization of mediation agreements and their legal effect.

23 Council of Europe. (1950). European Convention on Human Rights (ECHR), Article 8: Right
to respect for private and family life.United Nations. (1989). Convention on the Rights of the
Child, Article 3: The best interests of the child in decision-making. Hague Conference on Private
International Law. (1980). Hague Convention on the Civil Aspects of International Child Ab-
duction (on the importance of amicable agreements in resolving international custody matters).
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establishing an international standard for the protection of family relations from
arbitrary interference.

Article 3 of the Convention on the Rights of the Child requires that in every agree-
ment or decision affecting children, their best interests must take priority.

The Hague Convention emphasizes the importance of amicable agreements and al-
ternative solutions to avoid international conflicts in custody matters.

In analysis, the Albanian legal framework reflects a clear effort to balance the need
for flexibility and contractual freedom with the guarantee of substantive justice and
the protection of vulnerable categories. The further development of judicial practice
and the improvement of public awareness are key factors for consolidating a fair
and functional system of private family agreements, one that is just, flexible, and
responsive to social change, while maintaining a balance between individual free
will and the protection of the fundamental values of the legal order

For the effective application of private law in family relations, legal professionals
also play a key role:

Notary
Legalizes property agreements and guarantees their formal validity.

Verifies the free will of the parties and ensures that the agreement does not conflict
with public order.

Lawyer
Provides legal advice on the content, consequences, and validity of the agreement.

Drafts agreements that comply with the law and the principles of equality between
the parties.

Represents clients in negotiations and judicial proceedings, safeguarding their inter-
ests in accordance with professional ethics?.

Mediator

Facilitates dialogue and the negotiation process between the parties.

Assists in drafting agreements that are both acceptable and legally enforceable.
Ensures that mediated agreements can be approved by the court and carry the force
of a judicial decision®.

Judge

Verifies the compliance of agreements with the law, public order, and the best inter-
ests of the children.

Approves divorce by mutual consent, as provided in the Family Code . Has the
authority to reject agreements that conflict with fundamental legal principles

24 Gjika, A. (2020). Family Law in Albania: Contemporary Aspects of Family Contracts. Revista
e sé Drejtés, 5(2), 33-47.

25 Law No. 10385, dated 24 February 2011, “On Mediation in Dispute Resolution.”

26 Family Code of the Republic of Albania. (2003).
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Practical example of cooperation among professionals: In a case of divorce by
agreement:

The lawyer drafts the agreement on the division of property and child custody.
The mediator facilitates negotiations and helps reduce emotional conflict.

The notary”’ The notary guarantees the formalization and legal validity of the
agreement. The judge *® the judge approves the agreement, overseeing the protection
of the child’s rights and the public interest.N€ két€ ményré, bashképunimi ndérmjet
kétyre figurave ensures that family agreements are not only lawful, but also fair and
functional for all parties involved.

RESULTS OF THE STUDY

The results of this study, supported by an in-depth analysis of Albanian legisla-
tion, international instruments, and European practices, show that:

Private agreements have been legally recognized in Albania, particularly in
matters relating to the matrimonial property regime, child custody, and divorce by
agreement, thereby strengthening individual autonomy in family relations.

The Law on Mediation (No. 10385/2011) has consolidated the role of agreements
reached outside the courts, granting them legal force comparable to judicial deci-
sions.

Albanian jurisprudence has begun to recognize and support well-structured
agreements, emphasizing the importance of safeguarding public order and the best
interests of the child.”.

Figures such as notaries, lawyers, and mediators play an increasingly active role in
ensuring the validity and balance of these agreements..

Alongside these advances, the identified challenges include **:

Inconsistencies in the interpretation and practical application of agreements by the
courts.

Low public awareness of legal rights and available options.

The absence of a consolidated practice for prenuptial agreements and the lack of
harmonized standards.

CONCLUSIONS AND RECOMMENDATIONS

27 International Union of Notaries. (2018). The Role of Notaries in the Legal Protection of Fami-
lies. Paris: UINL

28 UNICEF. (2011). International Family Law and the Best Interests of the Child: A Guide. New
York: UNICEF.

29 UNICEF. (2011).

International Family Law and the Best Interests of the Child: A Guide

30 European Commission for the Efficiency of Justice (CEPEJ). (2020).

European Judicial Systems - Efficiency and Quality of Justice. Strasbourg: Council of Europe.
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In summary, this study confirms that private agreements in the field of family law
represent an increasingly important tool for managing interpersonal relationships,
particularly in societies in transition such as Albania. These agreements provide an
effective alternative to traditional judicial procedures, enabling the parties to inde-
pendently, consciously, and consensually regulate key aspects of cohabitation, sep-
aration, parental obligations, or property division. They contribute to the creation of
a more stable social climate and to the promotion of a culture of responsibility and
conflict prevention.

From a legal perspective, the Albanian system has made significant progress toward
the recognition and acceptance of contractual freedom within the family context.
This reflects a transformation of the normative framework toward a more modern
approach, harmonized with European standards, where individual freedoms are re-
spected and the fundamental rights of the parties, especially those of children are
effectively protected. Nevertheless, this legal innovation is not immune to practical
and institutional challenges.

The most pressing difficulties include the lack of consolidated judicial practice,
inconsistent interpretations of legal provisions, insufficient awareness among the
public and within the legal profession, as well as the absence of supportive legal
infrastructure that would guide the uniform and effective implementation of such
agreements.

To overcome these obstacles and maximize the positive potential of private agree-
ments in family relations, this study recommends the adoption of several concrete
measures:

Development of in-depth studies of Albanian jurisprudence, with the aim of iden-
tifying trends and challenges in the application of private agreements, as well as
providing unified models of interpretation for courts and professional practice.

Drafting of professional manuals and guidelines for use by lawyers, notaries, and
mediators, which would help in drafting and assessing agreements in line with ac-
ceptable legal standards and professional ethics, ensuring validity, clarity, and bal-
ance between the parties.

Establishment of continuous professional training mechanisms for justice profes-
sionals in the field of family law and alternative dispute resolution, in order to guar-
antee a high standard of preparation and approach to sensitive issues.

Organization of awareness-raising and educational campaigns for citizens, aimed at
increasing knowledge about the legal opportunities offered by private agreements
and promoting a new legal culture based on dialogue, self-regulation, and the pro-
tection of rights.

Promotion of institutional cooperation among family law actors, including courts,

social services, notaries, mediators, and civil society organizations, with the goal of
creating a functional and efficient network for addressing family matters through
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private agreements.

The implementation of these measures would significantly contribute to the estab-
lishment of a more stable legal system, one that is more responsive to the real needs
of citizens and better harmonized with international developments. It would ensure
a sustainable balance between the principle of contractual freedom and the need to
protect the most sensitive interests of society, such as children and the more vulnera-
ble parties in family relations. In this way, private agreements would not merely rep-
resent a practical alternative, but would serve as a cornerstone for a more humane,
flexible, and effective family law.
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Abstract

The development of tourism in Albania has undergone significant legal reforms,
directly impacting the country’s economic and social growth. Law no. 7665, dated
21.1.1993, marked the first step toward structuring the tourism sector after the dic-
tatorial period, defining priority areas and conditions for their development. Despite
efforts, Law no. 9734, dated 14.5.2007, revealed conceptual and practical gaps, ne-
cessitating further reforms. This process culminated in Law no. 93/2015, which
clarified the role of institutions and provided a stronger foundation for tourism man-
agement. Legal changes and alignment with European standards have facilitated
increased tourist flows and improved service quality, contributing to the harmoni-
zation of Albanian legislation with that of the EU. However, sustainable tourism
development requires more than just legal reforms. Integrated policies, investments
in infrastructure, and collaboration between public and private actors are essential
to maximizing positive impacts. This study focuses on the practical impact of legal
reforms and their importance in promoting accessible, high-quality, and sustainable
tourism, laying the groundwork for sustainable economic growth and European in-
tegration.
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1.Introduction

Tourism is one of the most important economic instruments for the development of
our society, being a potential of the national strategy “Albania 2030”. From a his-
torical perspective, it is evident that the development of this sector for the Albanian
economy is conditioned by the models of the economic system dictated by the form
of development of the state and law in Albania. During the years 1960-1990, the de-
velopment of tourism was limited only to the national dimension in addition to the
limitation of the nature or selective typology in accordance with the socio-economic
development of our country. In fact, it is concluded that tourism was considered as
one of the sectors that could conflict with the ideology and popular spirit that the
single-party system tried to install during the communist period, relying on the prin-
ciples of the community and which configured it only in the national dimension in
function of the planned and centralized economy.

After the democratic movements of 1990-1991, Albania left behind a period of re-
pression in the indoctrination of every stage of life. Radical movements in every
sector of life in general and in particular also affected the Tourism sector, giving it
a new spirit and a new impact on economic, social and societal development. The
expectations of the development of this sector, the preparation of the infrastructural,
legal and environmental terrain with an impact on the developmental mentality of
the time, as well as domestic and foreign investments had priority in this period.

Based on some data and the tradition of our country, we must look at the concepts
and impact of tourism on us as a whole. Mentality, traditions in relation to third
parties should be a priority. This is also based on the concept of hospitality that our
people inherit.

Eventually we must support a logic to invest in human resources as a cardinal sup-
port in the progress of this sector. Our continuous and systematic efforts to imple-
ment innovations in this sector are primary in every workshop or high-level meet-
ing. After the 2000s, the tourism sector received a boost in development of mindset
and integrity. Meanwhile, legal changes began as a necessity for changes. Efforts
were made to adapt to the directives of the European Union, where they specifically
focused on strategic investments.

The commitment to being as close as possible to expectations and economic sta-
bility is one of the key elements for sustainable development. At the heart of every
tourist experience lies an indispensable commitment to understanding, assessing
and meeting the expectations of visitors. Modern tourism requires flexibility, cultur-
al sensitivity and innovation. Overall, this should be understood as the philosophy
of elite service, as well as a service that puts the needs of the traveler at the center.

This led Albania to prepare to be a member of various world organizations where
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tourism was the most coveted sector and priorities were set. The focus and contin-
uous efforts attracted the attention of all stakeholders, specifying it as an area with
economic stability and sustainability.

According to some European Commission data, this sector accounted for 4.1% of
national GDP and helped create 160,000 jobs®'. The project started in 2007 and end-
ed in 2009. However, this sector was linked to the use of numerous natural resources
and its development over a relatively long period has been quite uncontrolled. It has
been deemed necessary that the proper functioning of other sectors that directly af-
fect this field lead to the gradual and healthy growth of tourism. Studies have shown
that the tourism field is very profitable and any well-oriented and well-studied in-
vestment brings long-term stability to the country’s economy.

The World Travel and Tourism Council (WTTC) in its latest report for 2016 has
calculated the impact of this industry on the Albanian economy. According to esti-
mates for 2015, the direct contribution was calculated at 6% of the Gross Domestic
Product (87.6 billion lek). For 2016, this figure was predicted to increase by about
6%, reaching about 92.6 billion lek. According to the report, this represented the ac-
tivity generated by various branches of the industry, such as hotels, travel agencies,
passenger transport services, restaurants, entertainment, etc. It was predicted that
the direct impact of this industry on GDP would increase by about 5.4% by 2026,
bringing the total weight to about 8%.3

But unfortunately, when COVID-19 swept the world, visitor numbers fell by 60%
and the sector’s revenue fell to $1.1 billion, with the accommodation subsector fall-
ing by 75% in the second quarter of 2020 alone. While 10% of Albanian businesses
reported closures, 60% of them generated less than 10% of their 2019 revenue, and
more than half of the sector’s employees were laid off.

With the dedication and updating of the entire situation that we went through, many
statistical data related to travel and tourism had an increase of 68.2% compared
to 2020, but which is still a lower value than 2019 due to the crisis caused by the
Covid 19 pandemic. Net income from travel/tourism has also increased significantly
compared to the previous year. Net income has increased 3 times compared to 2020.
The increase in net income is higher than in 2019, as it is noted that expenses have
decreased this year compared to previous years.*

I think Albania’s need for this sector is especially evident in the country’s economy
and the economic situation of Albanian families. Taking into account the statistical
changes and relevant elements both in the economy and in other sectors that have
a direct connection with tourism. An increase in investment interest in the field of
tourism, despite the chaotic period, is the priority of every government and espe-
cially after the closure of activities due to Covid-19. Despite facing major economic

31 https://webgate.ec.europa.eu/life/publicWebsite/project/LIFE06-TCY-AL-000202/capaci-
ty-building-for-sustainable-tourism-development

32 https://aida.gov.al/images/PDF/Sektori i Turizmit-broshura compressed.pdf

33  https://www.monitor.al/turizem-2-0-ne-shqiperi-nje-mundesi-e-re-per-tritje-te-qendrueshme-2/
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and social difficulties, the effort for a rapid recovery from the COVID-19 period
has expanded significantly both in the field of investments and in the tourism sec-
tor, especially in the field of infrastructure for the construction of hotels and other
accommodation structures.

The COVID-19 period exposed the sector’s inability to protect itself from external
shocks, highlighting the need for a more diverse, resilient, sustainable tourism sec-
tor, calling on every institution to pay attention precisely to this area. The flexibility
of the law to adapt to crises (such as the COVID-19 pandemic) has become a key
criterion in the evaluation of tourism policies according to the UNWTO.**

Of course, by having a clear focus and objectives in this area we have achieved
great changes. In March 2024, the capacity utilization indicators of accommodation
structures published data regarding the increase in visitors by 45.6% compared to
March 2023.%

2. Social impact in the field of tourism - a perspective for development

The sociological, economic and spatial phenomenon that tourism represents in our
country can still be considered hybrid. Looking at this reality from the regional
development of this sector, we are at a level of standardization that requires maxi-
mum commitment and dedication to every element that contributes to development.
The creation of dynamics, the massiveness and diversity of products that we must
pursue require rigorous study. Tourism is not only an economic engine but also a
transformative social force. Its impact goes beyond income, affecting culture, com-
munity, lifestyle and local identity. Tourism requires new skills, foreign languages,
technology, management - influencing the personal and professional development
of the local population.

As a result, I think that developing a strategy in the context of migration and the
movement of people from all over the world with the goal and motto “investing in
the future” could be a clear path of integration towards development.

Tourism not only generates jobs and income but also has major impacts on the cul-
tural and social aspects of tourist regions.

Tourism is considered the key to prosperity, well-being, development, and educa-
tion in many concepts. Care must be taken in specific sectors to minimize negative
impacts that have a dark background on the proper functioning of this field. Sus-
tainable travel, safe travel are essential to have a diverse character of tourists who
prefer diversity in entertainment. The natural beauties of which our country is proud
should be attractions that affect the physical and spiritual attraction of individuals
and tourists passionate about the unknown. This includes taking care not to damage
or modify the cultural and natural environments of the destination so that they sur-
vive over time.

34 UNWTO(2022).Legal Frameworks for Tourism Gonvernance and Resilience.
35 https://www.instat.gov.al/media/13331/strukturat-akomoduese-mars-2024.pdf
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Social tourism refers to the practice of providing opportunities for individuals or
specific groups who may face socio-economic barriers to travel and participate in
tourism activities. This concept aims to make tourism more inclusive and accessible
to a wider range of people, including those with lower incomes, disabilities, or other
socio-economic challenges.*

Accordingly, we also see social tourism as a strategic sector through which our coun-
try can achieve sustainable growth and competitiveness. The European Council sets
priorities for future policies to promote mobility within the community. Attention
must be paid to the ideological concepts that each country has in its approach to this
sector. The different approaches, ideals and practices that each country uses make
it difficult to harmonize and coherently adapt development practices in tourism.*’

Our country, in order to have a sustainable tourism sector, must focus on increasing
the number of accommodation units, but of course the standards must be high. Op-
timal conditions are required for a comfortable stay for vacationers, investments are
required for the comfort and management of accommodation facilities with larger
capacities. Of course, this is necessary to have the best possible quality. Some stra-
tegic changes should make Albania unique. Guaranteeing services in accordance
with international standards is thought to be key to guaranteeing the development
of responsible and sustainable tourism in the country. We have another group of
vacationers who need financial support to be part of exploring and enjoying the
amenities.

Charitable organizations should contribute to social tourism activities, knowing in
advance the current situation and needs of a community that does not have the op-
portunity to be part of tourism and receive tourism services.

The weak support for innovation and the still not fully developed market in this
sector can also be considered a source of development obstacles, preventing it from
becoming part of a regional and national development chain that is based on con-
crete rules and directives.

Equally important is the implementation of a system for standardization and clas-
sification of accommodation structures as an important element that will guarantee
the level of quality of operators and the services offered by them. This will ensure
the regulation of the tourism market by promoting the attraction of international
hotel brands and tour operators.

The countries of the region have tourism as one of their strongest points in economic
and cultural development. We can certainly say that their experience in this sector
is much greater than Albania’s. The management of this sector is at very high levels
and the culture of tourism is evident in every link. Primarily, the communication of
the staff in an accommodating environment is noticeable, from the communication

36 www.zoneturizmi.com
37 Social Tourism Perspectives and Potential Lynn Minnaert, Robert Maitland, Graham
Miller
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of a waiter in a relaxing, entertaining environment. In the history of our people, we
can highlight the existence of population mobility and emigration to the most devel-
oped countries in Europe, and of course everywhere in the world.

2.1 Does this phenomenon represent a positive advantage for tourism develop-
ment?

This phenomenon represents a positive advantage for tourism development. Creat-
ing authentic experiences When local communities are involved and preserve their
culture, tourists experience a deeper and more authentic experience - this makes
destinations more attractive. Increasing awareness and educating communities leads
to an increase in the quality of reception and hospitality, which is one of the key fac-
tors for successful tourism. Innovations from returning emigrants and investments
in various fields have brought about a meaningful development typology. They have
brought hopeful experiences and positivity. The experiences they have gained in the
countries where they have worked with a European spirit and work culture.

Of course, we think that this brings development, emancipation, economic and so-
cial growth, which we will understand as the free movement and transportation of
experiences and cultures, implementing them in our country. They bring a new spirit
to tourism.

The challenges that the tourism sector must overcome are certainly numerous. Ac-
cess to destinations that we have exposed as a tourist attraction must have a digni-
fied infrastructure to be touched by visitors. This means that the need to improve the
infrastructure is immediate. Our country has spent a lot of resources, both monetary,
physical and intelligence, to launch a worthy image. Improving this key link in
tourism leads to a significant improvement in tourism by developing it in the best
possible way, both quantitatively and qualitatively.

The internal public transport system and access to tourist destinations is another
point that requires attention. Studies regarding the development and feasibility of
several attractive locations report that most of the regions of our country have great
chances for the development of a strong integrated tourism. We must invest in good
resource management to generate income, create jobs, and provide opportunities for
individuals to live and invest in every city in the country.

Every city has its own characteristics and its own tourist potential. Preparing the
ground to enjoy and protect nature, the environment and all that is beautiful attracts
foreign investment, leaving a great cultural and environmental legacy for present
and future generations. The different regions of the country, each with its own char-
acteristics, should be a favorable market accessible to all local producers who live
based on agricultural products, livestock, fishing and forestry. Overall, tourism has
the potential to be a cornerstone of economic and social development, but its suc-
cess is determined by the way each process is managed. If tourism is managed re-
sponsibly and the benefits are shared fairly, as well as the harmonization of relevant
structures, it brings about sustainable tourism.
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3. Transforming tourism into a profitable attraction based on key divisions

Albania’s economic prosperity has been linked to the development of tourism, and
it has a significant multiplier effect on economic activity. It is important to know
the “ground” in detail in the tourism industry. Meanwhile, the tourism industry is
practice-oriented and its diversity is interesting, because as one of the sectors with
continuous growth, it also requires employees with ideas, skills, and innovative
knowledge. The presentation of the importance of tourism in the modern economy
brings about the transformation of tourism into a sustainable economic resource.

Human resources require young, well-educated people with clear ideas. A positive
aspect, as we mentioned above, can be the experiences they have gained in the
countries where they have studied and worked. As a result, all the experience gained
will be deployed in the right directions for the development of our country, namely a
qualified and motivated workforce to bring something different to this country. But
of course, the lack of spaces and conditions where this contingent can reveal their
full potential of knowledge, work experience, education through work, and how to
make society even better by conveying a positive spirit in the collective is evident.

Experts in this field, in collaboration with experts on economic issues related to the
field of tourism, reflect elements that influence the growth of capacities and resourc-
es, both human and material, while being in touch for the most sustainable develop-
ment of this sector. From time to time, decisions are reflected by tourism operators
on the application of tourism policies.

The neglect of certain situations by tourism destination managers in order to achieve
the overall goal of sustainability and development in the tourism industry has high-
lighted issues with direct impact. Any wrong move with the intention of quick profit
brings a negative spirit and consequences to the performance of this sector.

We must give special attention to analyzing the types of tourism and how each of
the tourism sub-sectors can be implemented and treated. Agritourism, farm tour-
ism, gastronomy and local products tourism, entertainment and recreational tour-
ism, event tourism. Some of the types of supporting tourism that can be developed
include: industrial and artisanal tourism, creative tourism, mountain and natural
space tourism, local history and culture tourism, cycling tourism, hiking and moun-
taineering tourism, health tourism, business or professional tourism, and social and
solidarity tourism.

By specifying the main tourism, Agrotourism - agricultural farms, gastronomy and
local products, we must have creativity to advance and have positive results. Also,
entertainment, recreation, and events need qualified staff to meet high expectations
from vacationers and to be as specialized as possible in these fields.

All of this resource concentrated in our country, both in terms of intelligence and
the power to put knowledge to use, if there is no specific and accurate management,
will lead to a lack of promotion and disclosure of the full potential of individual in-
dividuals. It will also bring about a lack of functioning and a reversal of regression
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in this field. The support that we all need to provide as a society and nominally at
every key point in this sector should be a positive impetus to move forward, with
concrete and efficient assistance.

Facing critical situations that affect every link in this field negatively affects and
blocks the development and innovations that we bring. The private sector, as the
most directly affected, must take initiatives for the efficient administration of the
recommended strategies.*

In the last decade, it has been one of the most diverse points with discussions and
concrete projects both from a legal and other socio-economic perspective. The issue
must be studied in the spectrum of how we can create a sustainable tourism sector,
which can survive in many critical situations that our country may go through, and
as a result of the various challenges this sector can be profitable and easily manage-
able.*

Prioritizing short-term economic benefits has led to several negative environmental
impacts, such as increased waste, air pollution, and greater pressure on natural re-
sources and landscapes. It threatens the development of the tourism industry. These
sectors have also received special attention from many national actors but also or-
ganizations operating in our country in the field of tourism. Several measures have
been taken regarding the creation of opportunities for ecological tourism. Many
businesses offer experiences that respect nature and promote environmental protec-
tion. Problems in environmental policies have also been numerous and have often
reflected a mismanagement of situations on the ground. To give a new lease of life,
businesses have been given the opportunity to receive certificates that prove their
commitment to sustainability and environmental protection.

Tourism, as one of the most dynamic sectors for economic and social development,
is easily used at many tables in many discussions, in electoral campaigns, etc. This
is because this field translates as a source of income and benefits in our country.
Historically, numerous promises have been made about the special attention that
this sector will receive. It is one of the most important elements of the country’s eco-
nomic system and must be viewed in many dimensions by analyzing and comparing
it with neighboring countries that have a consolidated, comprehensive, and stable
tourism. We need to focus on the criteria that we lack and what we need to develop
to be a dynamic force. What are the changes that we need to install to achieve qual-
ity and standards.

Issues related to the functioning of the tourism economy include both the activities
of tourism enterprises and spatial units (i.e. tourist destinations) as well as tourist
demands, including the purchasing power of tourists who adapt to our reality.

38 https://turizmi.gov.al/vendimet-e-qeverise-miratohen-ndryshimet-ne-ligjin-e-turizmit-kumba-
ro-fokus-formalizimi-dhe-lehtesimi-i-procedurave-per-bizneset/

39 Smith, CL, &Telfer, J,M, (2013). The Impact of Tourism on Economic Growth and Develop-
ment, Journal of Sustainable Tourism,.
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Consequently, the aim of the Special Edition of Economies is to present current re-
search results on the functioning of the tourism market and its individual elements.*
This is a preface to “The Economics of Tourism”, addressed by analysts and special-
ists in the field of tourism. Tourism can be described as a global economic phenome-
non, which significantly affects the economic growth of the country and certainly in
world economic development. So one of the main goals of the edition is to provide
a platform for research and analysis that can help many professionals, politicians,
academics, to better understand what tourism should be like, to create strategies to
support tourism. Recent research shows that efforts for sustainable development,
the use of technology, and smart investments are key to transforming tourism into a
profitable and sustainable sector.

4. The need for reform and stabilization in the field of tourism,

Rapid changes at the global level such as economic crises, climate change, pan-
demics, and technological transformations have highlighted the need for sustainable
reform and stabilization. Tourism development has been spontaneous, uncontrolled
and unguided by a sustainable national strategy. Problems have been numerous,
such as overloaded infrastructure, lack of service standards, degradation of nat-
ural and cultural heritage, and unfair distribution of tourism revenues. Without a
well-defined strategy and structural interventions, tourism cannot deliver its full
potential as an engine of development, employment and international cooperation.
The National European Integration Plan 2015-2020 included the main challenges
facing the tourism sector, including the implementation of standards, service quality
and tourist facilities.

The lack of effective cooperation and coordination of key stakeholders, an integral
part of this industry, led to the minimization of development elements. According
to the World Tourism Organization (UNWTO), the main challenges for developing
countries are the lack of inter-institutional coordination, unclear policies, and the
lack of sustainable investments.*!

Legal changes have helped reduce informality by requiring registration and licens-
ing of tourist operators, accommodations, and guides. This helps with quality con-
trol and better collection of tax revenues.

The challenges of our country are numerous. As we have analyzed above, we have
several negative factors, where their improvement requires many essential practi-
cal, cultural and inspirational elements that the actors of this sector must have. The
informal tourism economy brings a weakening of the state’s fiscal revenues and
reduces the quality of services. Therefore, the formalization and standardization of
the sector through legal and economic reforms have somewhat reduced the need to
act immediately.*

40 https://www.econstor.eu/bitstream/10419/279848/1/1870158040.pdf

41 UNWTO(2021). Tourism and Development: Challenges and Oppurtunities. https:/www.unw-
to.org

42 Hall .C,M (2005). Tourism Rethinking the Social Science of Mobility. Pearson Education
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With the strategies implemented in our country, we try to give a clear vision to Al-
banian tourism, as an attractive, welcoming destination (it can be called an asset that
our people cultivate generation after generation), especially based on the historical,
natural, and cultural resources that the international market chooses and is interested
in discovering.

The integrated tourism model with cultural, coastal, and natural dimensions, which
was created based on the strategy with the logo “Branding Albania”, aimed at in-
vestments in the field of tourism, the implementation of a concrete national plan for
the development of tourism integrated with the National General Territorial Plan, as
well as the creation of new authentic Albanian products.

Meanwhile, the completion of this project and the support of this sector to the Na-
tional General Plan 2015-2030, details the specific orientations of tourism devel-
opment based on the potential of our country. We emphasize that our country is
classified as one of the regions with high development potential, being considered
an asset by both domestic and foreign investors.

The numerous efforts and implementation of innovations in every sector aim at
sustainable tourism. The changes to our legislation have taken into account the
problems encountered, therefore the regulations from the sectoral legislation in
force have also been taken into consideration. The National General Plan aims to
strengthen specific areas such as natural protected areas, water resources, cultur-
al-historical heritage areas, cultural monuments, archaeological areas and parks,
etc., by paying special attention to their protection and development. Of course,
everything will first be carried out in accordance with the procedures set out in the
sectoral legislation in force.

Based on the drafted Strategies, on the legislative changes, 18 years since the sign-
ing of the Stabilization and Association Agreement, where the journey towards the
European Union began, 10 years since obtaining the status of candidate country
and several years of waiting led Albania to the country with the greatest potential
and as a place where the eyes of many foreign operators turned towards us. The
advancement of official talks at the European Union table was an initiative and
determination towards full membership. Mass tourism requires capacities and good
management in every detail, therefore our country can be said to be under a “threat”,
due to the inappropriate practice that prevails.

With the current quantity-based development model, the projected increase in tour-
ism development in the region will continue to damage the landscape, impact soil
erosion, and put pressure on endangered species. At the same time, the strain or
overuse of water resources, the increase in the amount of waste, and the discharge
of pollution into the sea, among other things, is also a cultural divide. Construction
related to tourism development has also caused significant damage to the coun-
try’s fragile coastal and marine ecosystems. Given the ever-increasing number of
visitors, we can confirm that the impact of tourism on our countries’ landscapes is
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significant.

The creation, development, and concretization of numerous ideas for this sector cer-
tainly highlighted a real, indomitable ambition of our tourism operators to strength-
en this important part. In many countries in the region, in recent years, the tourism
sector has received special priority by undertaking long-term initiatives and projects
for the implementation of all structures and institutions to be as close as possible to
social and economic sustainability. The reform of many provisions and legal acts
has aimed at both economic growth and legal regulation in the relevant sectors, as
well as the advancement and impetus that we can make in this sector in generating
jobs and increasing the level between demand and supply.

Strengthening this sector is a challenge and a fulfillment of the tasks set for us by
the European Union. The weight that this sector holds is very large, for this reason
the support has been and continues to be coherent. With the Memorandums of Un-
derstanding with the European World Bank for Reconstruction and Development
signed in 2020 which come as support in the EU integration process. Meanwhile,
Albania is constantly coveted in the international arena for its natural beauties, ar-
chaeological sites and cultural heritage, but what makes this feature even more at-
tractive is the welcoming tradition and of course an attractive and adorable feature
is the religious harmony that our country has.

Through this memorandum, the idea was to turn Albania’s integration into a com-
mon objective, through economic empowerment, strengthening public-private rela-
tions, increasing regional connectivity, and investments in important sectors.

This Financing Agreement between the Republic of Albania and the EBRD for the
Tourism and Infrastructure Development Program in Albania was for a total amount
of 100 million euros, of which 40 million euros are grants and 60 million euros are
loans.

The program aimed to increase the contribution of sustainable and responsible tour-
ism to Albania’s economic growth.

This program aimed to increase tourism in several areas of the country such as Fier,
Berat, Shkodér and Korc€, where the objectives would be to increase the quality
and sustainability of the tourist offer, increase and preserve cultural and natural
assets, local and sustainable development of infrastructure, improve the innovative
eco-system and promote the creation of businesses.*

Through these agreements, international financial partners once again confirm their
support for the reforms being undertaken in order to align the integration process
with the EU, as well as for the sustainable development of the country’s economy
in the medium and long term.

43 https://financa.gov.al/nenshkruhet-memorandumi-i-mirekuptimit-me-berzh-per-integrimin-ne-
be-te-shqiperise-dhe-40-mln-euro-grant-per-zhvillimin-e-turizmit-dhe-infrastruktures/

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 39



4.1 “Tourism as a source of profit or threat? Analysis of the economic risk from
the intentional distortion of the Tourism Industry”

The tourism industry offers great opportunities for economic development, employ-
ment, and regional integration. However, when driven by the greed for quick profits,
without a sustainable vision, it can bring negative consequences for the national
economy. The risk of an economy built on “tourist greed” is that it brings rapid and
unplanned tourism, resulting in an overlap of sectors such as agriculture, industry or
services. Of course, economic dependence on seasonal tourism can also cause fiscal
instability.*

The tourism industry draws its strength from the environment, history and culture®.
Therefore, an approach in an appropriate manner by the entire local community so
as not to hinder the implementation and not to be a problem for the normal function-
ing of the various directives is a key point. The above-mentioned resources must be
carefully integrated into a well-studied plan that focuses on job creation and foreign
exchange.

Research by the World Tourism Organization shows that most tourists today con-
sciously choose to visit areas with high environmental quality and strong elements
of local culture. Coastal and rural areas stand out, and have taken important steps
and special commitment in this direction.

4.2 Support for local businesses.

Of course, local businesses are essential for building a sustainable economy. Also,
with investments made at every link and in every way in this sector, well-planned
strategies will be included to ensure sustainable growth, maximizing economic ben-
efits. To achieve some of the prospects, an integrated approach is necessary that
includes effective planning, development and investment management. We must
emphasize that it is also important to increase bilateral cooperation to encourage the
promotion of tourism and investments in this sector through joint projects. Starting
from the European IPA II programs which require cross-border cooperation, the
provision of training and opportunities for professional development in the tourism
sector is also essential. Studies have shown that tourism represents more than a
sectoral part of the economys; it is a social force. Empowering local actors and those
who represent the authentic culture of the country brings economic benefits*.

5. Purpose
The need for sustainable and profitable tourism

In recent decades, tourism’s transformation into the main engine of global economic
development has contributed to the growth of employment, income, and intercultural

44 Dwyer, L.Forsyth , P, &Dwyer, W.(2010)Tourism Economics and Policy.

45 https://www.naftemporiki.gr/afieromata/the-n-society/1458335/oi-proypotheseis-gia-viosi-
mo-toyrismo.

46 Freya Higgins- Desbiolles(2006) “More than an ‘industry’: The forgotten power of tourism as
a social force”
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services. As a result, there is also an increase in public spending on cultural services
such as museums and recreational services such as national parks. The Government
of Albania (GOA) is committed to the development of tourism in Albania and has
taken important and necessary steps to strengthen the competitiveness of this sector.
A number of by-laws implementing the Tourism Law were adopted in 2016. The
Economic Reform Program (ERP) 2017-2019 outlines a series of measures support-
ed by budgetary allocations to address the need for tourism standardization.

The development of public transportation and media are some of the factors contrib-
uting to the emergence of tourism as one of the most powerful and rapidly growing
economic sectors of the global society of the 21st century. The economic prosperity
enjoyed by a significant percentage of the country’s population is important for the
interaction of both the private and public factors, the cooperation and integration of
these sectors and the interaction of their policies within the framework of tourism
development will bring an advantage. Of course, having a modern infrastructure, or
more precisely, one that is suitable for easy access for every visitor to our country,
automatically brings an increase in visitors and an increase in income at every des-
ignated tourist spot.

If the consumer of tourism products becomes more sophisticated and the alignment
of demands by service providers is of a special category, then we will have an alien-
ation of tourism thinking. In the development of this sector, increasing experience
helps to align even more closely with the desires and mentalities of tourists, whether
they are young or old. The details and nuances in every concept of a young tourist,
both in age and in the length of life experiences, must be acceptable with the optimal
conditions that we are offering.

For the tourist operator, one of the factors in the tourist consumer’s decision-making
can also be considered the determination or more precisely the finding of a low price
in the market. The search, research and provision of various information which
can be the key to the final determination of the consumer’s decision to explore our
country’s tourism. The traditional way in which consumers obtained information
and purchased products has been dramatically replaced by the role of internet access
and social networks, which in this period have an extraordinary and efficient impact
on the tourist image. With the increase in global mobility and technology, tourism
has transformed from a seasonal activity into a sustainable and profitable industry.

For this reason, the mediation that tourism operators provide between the tourist
consumer and accommodation, transportation, specific guide businesses, etc., is
now a very important factor in the tourism product distribution chain. The role of
tourism operators as intermediaries is a great opportunity to increase not only the
convenience of consumption of the tourism product by the consumer, but also the
circulation of the product based on economies of scale in the tourism system. It is
also a better potential to avoid an incorrect booking, purchase, or consumption of
the tourism product.
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The goal of building a sustainable and profitable tourism model is not simply an
ethical orientation but necessary for a long-term economy in the global market.

For the development of the three main pillars that are considered to support and
implement sustainable tourism in our country, a well-studied and analyzed strategy
is needed in each development segment*’.

-The physical-geographic potential as one of the main pillars of a sustainable tour-
ism system aims to transform and change the accommodation conditions that our
country offers to both domestic and foreign vacationers, striving to become an im-
portant tourist attraction in the region.

-The Local Community is another main pillar for giving the green light to all poli-
cies and strategies of this sector. By having a unique and integrative structure, peo-
ple with European mentalities, and emancipated communities, we give a great boost
to this sector. The collaborative spirit and the treatment of sectoral and regional
issues in local communities are features of this cooperation.

-Another pillar we can emphasize is the human one, as an essential point in dealing
with the interaction of the entire tourism chain, both tour operators and each tourist
in particular. The tour operator is a key link in the tourism market of our country,
along with the drastic changes occurring in this sector and the dynamics of con-
junctural changes, giving it a new lease of life. Tour operators, in their philosophy
of customer relations, do not end the service with the sale of the product or the
closing of an agreement. He must be ready and open at any moment for any type
of problem and solution to any situation that the tourist may eventually have. By
being close to the customer throughout the journey and creating the opportunity to
be coherent and immediate in any situation. Human resources and how to maximize
their performance is another key point for sustainable and profitable tourism, coor-
dinating all of our country’s resources and knowledge from specialized individuals.
In many cases, rural and natural areas that previously lacked economic development
have been transformed into attractive tourist destinations, generating sustainable
income for local residents. Operators that collaborate with local service providers
help increase direct benefits for host communities, eliminating the phenomenon of
economic “leakage”, where revenues come from the host country without real local
benefit. Tourism operators have the opportunity to be the intermediary pillar that
connects public policies, the tourist experience, and the development of host com-
munities.

Our country has a historical diversity, traditions and new innovations in tourist cul-
ture, which we must serve in the best and highest quality way. I think that work-
ing on a comprehensive strategy is another important point, for implementing new
ideas, by contacting different operators to introduce a different perspective to the
entire tourism sector. We can say that Albania is experiencing a mediatization and
internationalization of the tourism sector. The media promotion of our country’s

47 http://helix-balkanmed.eu/wp-content/uploads/2018/07/NAR_for Albania AL fin.
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tourism potential has given it a new image that very few have recognized. Until
now, Albania’s loyal tourists have been Kosovar tourists, and then tourists from
Montenegro, and over time our country has become known in the region by wel-
coming many tourists from all over the region, Europe and the world. Albania has
conditions for tourism throughout the year, due to the specific elements it has, such
as the diverse relief, suitable weather, rich cuisine. We can still say that “organic”
food exists, and of course the provision and fulfillment of some essential require-
ments such as accommodation with European standards are turning it into a tourist
attraction, certainly bringing an increase in the number of tourists.

Another attraction that could be long-term and positive is adventure tourism, be-
cause as we said above, Albania has a rich and suitable relief for various activities
and adventures. The stunning nature, numerous rivers, lagoons and national parks,
have attracted tourists from all over the world.

Albania, with its magnificent natural landscape, offers an extraordinary potential for
sustainable tourism. In this context, it is important to consider how our country can
benefit from this potential in a sustainable manner and compatible with the needs of
the environment and society.

6. Sustainability in Tourism: A roadmap for balanced and long-term develop-
ment.

As we have emphasized above, commitment and attention to this sector occupies an
important place both in the Albanian economy and in the development and growth
of the work culture with individuals and especially with tourists. The lack of expe-
rience and education in this regard has certainly affected this sector, giving it a neg-
ative tone in its early days. The importance of sustainable tourism ensures that the
country has great benefits, making tourism one of the sectors with a strong positive
force. As a globally important sector, it contributes to around 10% of global GDP
and supports millions of jobs. Sustainable tourism sector factors and models protect
people, culture, heritage, language, wildlife, natural resources, our environment,
and everything else that makes this planetary space special.

An important point for secure sustainability is the development of a sustainable
tourism strategy, which requires time and cooperation, ensuring the competitive-
ness and sustainability of various activities. According to some specialized tourism
media around the world, we should take advantage of the pandemic to transform
the tourism industry into a long-term format. While operations are moving slowly.
It should be considered a green recovery, beneficial to everyone, whether for the
environment, residents or visitors. Destination Management Organizations (DMOs)
have been able to reinvent themselves to create campaigns tailored to crisis man-
agement. This change of direction shows that they have the ability to operate in a
transformation of a large and rapid scale. Why not take advantage of this expertise
and this quiet time to better integrate the principles of sustainable development into
the management plan? Sustainable tourism in Albania is not only about protecting
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the environment, but also about the inclusion and well-being of local communities.
At a time when mass tourism often brings negative consequences for the environ-
ment and local culture, Albania has the opportunity to build a new model of its
own, based on sustainable values and respect for local traditions. Another import-
ant point in implementing tourism sustainability is the correct implementation of
relevant legislation and all legal acts that have been drafted for the functionality of
this sector. According to OECD analyses, legal reforms are only successful if they
are accompanied by administrative training, involvement of local stakeholders, and
financial support for businesses that need to adapt to new laws*,

7. “The Importance of Analyzing Factors Affecting Tourism: Basis for Strate-
gic Development and Sustainability”

Tourism is a complex sector influenced by a variety of economic, social, environ-
mental, technological, political and cultural factors. Studying some of these factors
is essential to analyze how to effectively manage, plan strategically and respond to
market changes*. Mainly in Southeast Europe (in countries like Estonia) the de-
velopment of eco-tourism is observed. Eco-tourism promotes fragile natural areas
untouched by commercialism. This type of tourism aims to educate tourists and
travelers in providing funds for ecological conservation and promoting respect for
different cultures and human rights.

This is a beautiful culture that is giving hope to every tourist spot, even to the most
remote corner of the country. Meanwhile, in 2013, online bookings for the holiday
season accounted for 65% of total bookings. In 2014, this figure increased signifi-
cantly and the goal was to emphasize the importance of indigenous products®.

Some of the legal changes in the field of tourism focus on formalizing and facil-
itating procedures for businesses. Legal changes are necessary to adapt tourism
structures to contemporary standards. It is therefore essential to adapt this sector
to modern challenges, including sustainability, digitalization, fair competition and
the involvement of local communities. European Union laws oblige member states
to develop sustainability indicators for destinations. The changes aim to combat in-
formality and increase the quality of services by offering standard accommodation,
security, and specialized tourist guides. Meanwhile, in our country, an obligation
has been established for the electronic registration of tourists through systems that
connect to INSTAT. The changes also aim to facilitate procedures for microtourism
enterprises, artisanal products, and agritourism.

7.1. “The Role and Strengthening of the Private Sector in the Tourism Ecosys-
tem: Challenges and Opportunities”

Urban tourism is an integral part of the development of tourism activity in cities
and, by extension, the broader tourism industry, due to the large and numerous eco-

48 OECD(2021)Tourism Policy Responses to the COVID-19 Crisis and Beyond.
49 Goeldner& Ritchie, 2009
50 (https://www.eurospeak.al/news/sociale/26656-turizmi-ne-europe)
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nomic and social benefits it offers. In most countries, the majority of tourism ser-
vices are provided by private businesses, local operators, and rural tourism. Without
the private sector, the tourism sector cannot be sustainable and competitive.’!

Furthermore, the challenges of sustainability and the imperative for green practices
are some of the challenges that need to be overcome and are certainly important
challenges in development policies. While in business, the exchange of materi-
als and the opaque policies that are implemented present a constant difficulty and
worsen situations. Addressing and studying the challenges, legal compliance in the
complexity of all amended legal acts which are aligned with specific directives are
essential for the economic development of Albania.

With the increase in public spending on cultural services such as museums and
recreational services such as national parks, the Government of Albania (GOA) is
committed to the development of tourism in Albania and has taken important steps
necessary to strengthen the competitiveness of this sector. A number of by-laws im-
plementing the Tourism Law were adopted in 2016. The Economic Reform Program
(ERP) 2017-2019 outlines a series of measures supported by budgetary allocations
to address the need for tourism standardization.

The overall objective of the project was to incorporate sustainability into tourism
development, focusing on non-coastal tourism. This had the long-term aim of re-
versing current unsustainability trends within the tourism sector.

In practical terms, this translates into a desire to build capacity to meet certain goals.

Promoting adequate policies for sustainable tourism development at the macro and
microeconomic levels; Identifying new ways to incorporate environmental protec-
tion into tourism development; Integrating and implementing new environmental
management practices in tourism to deal with issues such as pollution, waste and
untreated wastewater; Development and testing of a National Environmental La-
bel to particularly strengthen SMEs active in the tourism sector; Promoting greater
awareness of the Albanian tourism sector about international environmental stan-
dards and other environmental information; Creating an effective link between the
scientific community involved in tourism and decision-makers; Supporting the cre-
ation of a new administrative structure dealing with the sustainable development of
tourism in Albania; and Compiling and disseminating best practices in sustainable
tourism development™,

8. CONCLUSIONS

Tourism development has entered a new phase where law and public policies play
a crucial role for the success of the tourism sector. The legal changes undertaken so
far have brought improvements, facilitating procedures for investors and increasing

51 “Private sector actors are dhe engines of innovation and investment in tourism”(OECD 2020)
52 https://webgate.ec.europa.eu/life/public Website/project/LIFE06-TCY-AL-000202/capaci-
ty-building-for-sustainable-tourism-development
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transparency. The challenge remains implementation and continuous improvement
in practice, despite positive reforms, implementation still faces a lack of institution-
al capacity. To ensure that tourism becomes a sustainable economic engine, inter-in-
stitutional cooperation is important.

Deepening legal reforms and improving the regulatory framework have brought
investments in infrastructure, professional training and digitalization. Collaboration
with public institutions, the private sector and local communities have been a cor-
nerstone in building this pyramid. Promoting sustainable tourism that preserves the
country’s natural and cultural resources encourages investors to be more active in
this sector. Only in this way can Albania ensure balanced tourism development,
beneficial to all and in line with international standards.

So we are talking about the need for fundamental changes in the field of tourism, in
our mentality, based also on the experiences of changes as a result of technology,
social networks, and environmental impacts. Technology and social networks have
brought a revolution in the way the tourism sector is managed, facilitating access
to knowledge and the preparation of personal agendas for each individual or even
different groups who are interested in getting to know our country. Artificial intelli-
gence helps in the knowledge and personalization of tourist experiences.

The positive economic impact has been reflected more in coastal areas and areas
with higher tourism potential, while rural areas and those with less investment have
had lower benefits. This highlights the need for policies based on the same and
coherent standards, as well as focused towards the development of sustainable and
inclusive tourism.

Legal changes have encouraged alternative forms of tourism and paved the way
for the diversification of the tourism offer. Implementation of the laws remains a
challenge that limits their full potential impact. Even after legal changes, this sector
has faced major challenges such as the lack of regular monitoring, limited public
administration capacities, and lack of inter-institutional cooperation. The review of
tourism legislation is an essential process to ensure that the legal framework is in
line with economic, social and environmental developments, as well as international
standards. I think we should take into account the legislative technique and the sim-
plification of the language used, to be as clear, simple and understandable as possi-
ble in practical application, to avoid the use of old provisions or those that contradict
European directives, and to improve the mechanisms for controlling and inspecting
tourism. We have a duty to harmonize with international legislation, but this must
bring innovation and new techniques, not copying and clientelistic interpretations.
Integration of EU standards for quality and safety in tourist services.

As we discussed above, the need for sustainable tourism has increased, but accord-
ing to studies, we have some negative impacts on environmental pollution, and the
solution to these problems must be immediate. The private sector must immediately
adopt ecological practices to protect the fauna and flora in our country. Based also

PROCEEDINGS BOOK OF THE 12™
46 INTERNATIONAL CONFERENCE



on climate change, we can say that expectations have changed on both sides, both
service providers and consumers.

The positive economic impact has been reflected more in coastal areas and areas
with higher tourism potential, while rural areas and those with less investment have
had lower benefits. This highlights the need for policies based on uniform and co-
herent standards, as well as focused towards the development of sustainable and
inclusive tourism. Sustainable tourism should be a priority in our country, infra-
structure regulation, green transportation, and safe travel should become a priority
for our country to minimize environmental pollution as much as possible.

Compliance with international standards, taking into account the promotion of green
and responsible tourism, stricter rules for construction without criteria and standards
in protected tourist areas. Simplification of procedures for licenses and construction
permits for tourist structures, legal and fiscal incentives for foreign investors in our
country. Legal changes and adjustments have also been made in support of agritour-
ism and family tourism initiatives.

The preservation and care of cultural heritage, as well as the innovations we need in
this sector, should be the focus for strong foundations for development, renovation
of cultural environments, and supplementation with didactic materials to learn as
much as possible about the history of our country.

Tourism, as one of the sectors with continuous evolution with the influence of tech-
nology, implementing sustainability and innovation programs in line with consum-
er demands will make the tourist experience more attractive and accessible to all.
Helping in every way possible regarding environmental pollution and preserving
local traditions will bring about sustainable development of this sector. A balanced
approach between human and natural resources is needed to increase the economy
and stability of this area.
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Abstract

Consumer protection is one of the main links in the proper functioning of the Eu-
ropean Single Market, since without consumers we would not have a market at all,
let alone a market as unified as that of the European Union. The consumer is the
main “protagonist” of the EU economy, and as such, measures have been taken
over the years to protect him and give him the position that belongs to him in the
market economy. If we manage to understand or unravel the problems of consumer
protection in the context of the common market, then we have understood how the
machinery of European integration functions.

This paper aims to address contemporary developments in consumer law in the Eu-
ropean Union, given that “consumer law” has been one of the main areas of focus
of the EU in recent years, with its directives, regulations and other legislation that
focus strongly on consumer protection measures.

First, the historical aspect is addressed, with an analysis of the term “consumer”
focusing on the most important treaties, directives or regulations that sculpted EU
private law. Analyzing the European single market, the measures taken to achieve
this goal and the impact that these measures had on the consumer.

Also, the European Digital Market will be addressed, which has received the great-
est attention in recent years with the development of technology. Special attention
in this paper is also paid to the “New Agenda” drafted by the European Union on
various aspects regarding the protection and development of consumer rights.

Keywords: Consumer Protection, Directives, The Digital Market, New Agenda
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Chapter One
The First Consumer Protection Directives

The term “consumer” is used in different meanings in practice. The notion of con-
sumer as recognized in law differs from the concept of consumer used in marketing
and sociology. In law, the precise definition of “consumer” is essential to limit the
circle of persons who have the right to legal protection in relations with traders,
whose position is stronger. The wider the circle of persons covered by the definition
of consumer, the wider the scope of the provisions of consumer law and the less
reason there is to speak of consumer law as a special regulation that concerns a nar-
row group of persons. In the current EU consumer acquis, the notion of consumer
is specified separately in each adopted instrument, however, by analysing the notion
of consumer in the current EU consumer acquis, it can be said that most instruments
describe a consumer who shares two main characteristics:

(a) a consumer is a natural person, and

(b) in concluding a contract he is acting for purposes which are outside his trade
or profession™

The consumer and the trader or service providers have created such a relationship
which has always been characterised by a lack of balance. Since these two parties
have never been and will never be on equal terms of interaction, despite the numer-
ous efforts that states have undertaken to mitigate the tone of abuse that occurs to-
wards consumers by traders and service providers. In today’s capitalist system that
dominates the world economy, the consumer is treated simultaneously as a “king”
and a “slave”, therefore it was deemed necessary to take urgent measures not only
to protect consumers but also to protect free competition by the European Union.

The emergence of EU consumer law is linked to the single market programme. The
European Commission became increasingly concerned about the lack of consumer
confidence in shopping in the internal market. Consumer confidence was under-
mined by several legal obstacles, in particular by disparities in consumer protection
laws. The main legal provision on consumer protection in the TFEU is Article (169)
which provides a general objective in this area: “In order to promote the interests of
consumers and to ensure a high level of consumer protection, the Union shall con-
tribute to the protection of the health, safety and economic interests of consumers
and to promote their right to information, education and to organise themselves to
defend their interests”.>*

As we discussed earlier in this paper, consumer protection was specifically en-
shrined in Article (169) and in the early days of the creation of the European Union
as a single internal market, consumers were pressured to enter into contracts with-

53 M.Kingissep & A.Virv “ The no'on of consumer in EU Consumer Acquis and the Consumer
Rights Direc've — A significant Change of Paradigm" h3ps://www.juridicainterna=onal.eu/
public/pdf/ji_2011 1 44.pdf

54  Article 169 of the Treaty on the Functioning of the European Union.
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out knowing sufficient information about the product or service they were buying,
which became a problem as the products began to have problems and eventually
they found themselves in undesirable contracts. The right to information, as we have
mentioned earlier in this paper, is one of the main rights granted to EU consumers.
The articles of the TFEU have been seen to come to light with the implementation of
several directives, which we will mention below. There are two types of directives
in the field of consumer law: those that deal with specific marketing or sales meth-
ods and those that focus on specific types of contracts. At a glance, it can be seen
that many of the directives belonging to the first category contain many exceptions
to their scope, some of which even give rise to legal proceedings. These exceptions
are not consistent across directives. The early directives adopted a minimum har-
monisation approach, allowing Member States to introduce or maintain provisions
in the area covered by that act that gave consumers an even higher level of protec-
tion, but the most recent directives have moved away from this approach and have
moved towards maximum harmonisation. Some of the main directives that helped
and set a certain standard, let’s say, can be listed as follows:

The product Liability Directive 1985 (PLD) 85/374/EEC11

This is an EU directive which established a strict liability regime for defective prod-
ucts which is applicable to all EU member states. Given that this directive is quite
old in time, it was deemed necessary to make changes on the EU side.

At the end of 2023, the EU institutions informally agreed on the EU Directive on
Liability for Defective Products (‘New Product Liability’), which will repeal and
thus replace the existing EU Directive on Product Liability (‘existing Product Li-
ability”). The New Product Liability will fundamentally change the scope of EU
product liability as it has existed for the last 40 years. The new stated aims are to
update the rules on product liability in the digital age and the risks associated with
them, to ensure that individuals are better protected and can prove their claim in
complex cases, while maintaining a fair balance between the legitimate interests of
product producers and injured parties, and to improve legal certainty in general. In
practice, the New PLD could lead to an increase in product liability litigation across
the EU in areas such as pharmaceuticals and medical devices, technology, food and
drinks®*. The New PLD could affect not only consumer-facing businesses, but also
business-to-business relationships themselves. As for the timing of the New PLD
,was published on November 18, 2024 and it came into force on December 9, 2024

EU Member States will then be required to implement it in their national laws with-
in two years of its entry into force. Member States should implement the New PLD
carefully, as the legislation does not allow Member States to deviate from its pro-
visions in order to achieve a different level of protection. The New PLD will only
apply to products placed on the market or put into service after the two-year period

55 Article “What can you expect from the new PLD” March 14, 2024 by Convincton Alert,
more: https://www.cov.com/en/news-and-insights/insights/2024/10/what-can-you-ex-
pect-from-the-new-product-liability-directive#layout=card&numberOfResults=12
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extended to Member States to implement the New PLD has expired. It will not ap-
ply to products placed on the market or put into service before this time, which will
be subject to the existing PLD. The main updates that the New PLD will make to the
EU product liability landscape can be summarised as follows:

- The New PLD explicitly applies to stand-alone software (including artificial
intelligence), with some limited exceptions.

- The New PLD expands the number of entities potentially liable for products or
components of products

- The New PLD requires that disclosures be made available to claimants, for
product liability claims, including claims brought on a collective basis.

- The New PLD defines a number of situations where a product is presumed to
be defective or where a causal link between a defect and damage is presumed. This
is intended to make it easier for claimants, including collective or group claimants
represented by a qualified representative, to pursue civil remedies.

- The New PLD exempts producers from liability where the state of scientific and
technical knowledge at the relevant time (i.e. the time when the product was manu-
factured) was such that the defect would not have been detected. However, Member
States have the discretion to remove this exemption when implementing the New
PLD - The New PLD extends the right to compensation of natural persons to new
types of damage.

- The New PLD sets out new criteria that courts must take into account when
assessing whether a product is defective. These criteria include whether the product
complies with relevant product safety requirements, such as cybersecurity require-
ments relating to safety.

The New PLD gives natural persons the right to claim compensation on strict
liability grounds from product manufacturers and creates a framework to make it
easier for individuals to bring and establish such claims. The right to compensation
applies to the following damages:

- death or personal injury, which will now include medically recognised damage
to psychological health;

- damage to or destruction of any property;

- destruction or corruption of data not used for professional purposes.
A product is considered defective if it “does not provide the safety that a person is
entitled to expect or is required” by EU or national law. The assessment of defects

by a court will involve an objective analysis of the safety that the public at large has
expectations of, rather than referring to the safety of any particular person claiming .
The New PLD does not provide protection for other types of confidential infor-
mation, privileged information or intellectual property, unless a Member State has
adopted such rules at national level. Existing rules on pre-trial discovery in the
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Member State will continue to apply.

1.2 The second directive is the 2005 “Unfair Commercial Practices Directive”
(2005/29/EC20)

This is a framework directive which means that it sets a general EU standard instead
of detailed rules and regulates unfair commercial practices in EU law, as part of Eu-
ropean consumer law. The directive generally prohibits companies from providing
misleading information to consumers and prohibits them from engaging in aggres-
sive practices such as door-to-door selling.* “Door to door selling” consisted of the
fact that consumers were usually forced to buy a product, as they were in an inferior
position when negotiating, such as life insurance, without having much information.

The right of withdrawal has been promoted by the European Union as an effective
consumer protection measure. The right of withdrawal has also been seen in action
in cases of returns of goods purchased online, which is a method widely used by
consumers in the 21st century. However, although direct rights, the aforementioned
rights are sometimes seen as ineffective in achieving their aim of protecting EU
consumers in the internal market, as they do not take into account the science of
behavioural economics or, in other words, do not take into account the actual be-
haviour of the consumer.

1.3 Consumer Rights Directive 2011/83/EU

In 2011 the “Consumer Rights Directive” was drafted, this directive was imple-
mented on 13 December 2013 and in December 2021 it automatically became part
of the national legislation of the member states. This Directive is also the master-
piece of EU legislation in terms of consumer protection, a maximum harmoniza-
tion directive which replaced the distance selling directive alongside the doorstep
selling directive, regulating online and physical transactions, introducing a set of
pre-contractual information obligations, as well as a single set of rules on the right
of withdrawal.

Chapter Two
Digital Single Market

The Digital Single Market’” was proposed to be built on three pillars: Access, which
represents the continuous improvement towards facilitating access for consumers
and businesses to transact digital or non-digital goods, services and intellectual
property or software across the European Union; Environment, the stance towards
permanent adaptation and the creation of the right conditions and a level playing
field for digital networks and new, innovative businesses and services to flourish;
Economy and Society, the development of the perfect environment to foster the
growth of the digital economy and the well-being of consumers. Being active online

56 “Door to door selling” directive, for more : https://max-eup2012.mpipriv.de/index.php/Door-

step_Selling
57 O. Dimitrou “ European Consumer Law in Digital Market”
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is a familiar term, due to its widespread use in the times we are living in now, but
it has not always been so. We are now immersed in the world of online shopping,
reading our news online, communicating online, getting discounts, negotiating, hav-
ing fun, lending or buying rights and much more. The general idea is that a large
percentage of transactions are carried out online or virtually, and for some of these
activities we do not pay in cash or virtually, but pay with other digital content, such
as personal information, account data, profile preferences and other information
based on the user database.

The European Commission reacted to the latest developments on the internet and
came up with a strategy for the Digital Single Market that promises a digital trans-
formation that will benefit everyone in Europe with the aim of achieving net neu-
trality, at least until 2050.

2.1 Electronic Commerce Directive(2000/31/EC) %

A very important directive in the digital era we live in is the Electronic Commerce
Directive (2000/31/EC)55. In the 1990s, when the general public began to use the
Internet on a larger scale, the European Commission decided to create a frame-
work to remove obstacles to cross-border online services in the internal market. In
order to remain competitive in global markets, the European Union must improve
the functioning of the internal market and successfully face the many challenges
posed today by an increasingly technology-driven economy. At that time, the legal
boundaries for cross-border online services were just beginning to spread, which
resulted in a lack of legal certainty for these services. To address this issue, as well
as to promote electronic commerce in the EU and increase the competitiveness of
European service providers, the E-Commerce Directive was adopted in 2000. The
E-Commerce Directive aimed to achieve this objective by providing a flexible, tech-
nology-neutral and balanced legal framework. The aim was to eliminate obstacles to
cross-border online services in the EU internal market and to provide legal support
for businesses and consumers.

To assist the E-commerce directive as technological evolution has led to a growing
market for goods that incorporate e or are connected to digital content or digital ser-
vices. Due to the increasing number of such devices and their rapid uptake by con-
sumers, action at European Union level is needed in order to ensure the existence
of a high level of consumer protection and to increase legal certainty as regards the
rules applicable to contracts for the sale of such products. Therefore, to strength-
en the competitiveness of the European Union and boost growth, the EU must act
swiftly and encourage economic actors to unleash the full potential offered by the
internal market. The full potential of the single market could only be unleashed if all
market participants enjoyed smooth access to cross-border sales of goods, includ-
ing e-commerce transactions. That is why the EU met in Brussels in 2019 to adopt
“Directive of the European Parliament and of the Council (The Digital Content

58 “E-Commerce Directive” for further information : https://eur-lex.europa.eu/eli/dir/2000/31/

oj/eng
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Directive 2019/EU) on certain aspects concerning contracts for the sale of goods,
amending Regulation (EU) 2017/2394 and Directive 2009/22/EC.” Increasing legal
certainty would help strengthen consumer and seller confidence.®

2.2 Digital Services Act Regulation “DSA” 2022/2065(EU)

There was a wide discussion within the EU institutions about how to revise this
directive which finally happened with the adoption of the Digital Services Act 2022
Regulation (EU) 2022/2065 “DSA”. The latter is a regulation in EU law to update
the 2000 E-Commerce Directive regarding illegal content, transparent advertising
and disinformation. On 22 April 2022, European policymakers reached an agree-
ment on the Digital Services Act. The European Parliament adopted it on 5 July
2022. On 4 October 2022, the European Council gave its final approval to the Dig-
ital Services Act Regulation. This act was published in the Official Journal of the
European Union on 19 October 2022.

The DSA aims to ‘bring social media platforms’ content moderation practices under
control’ and address illegal content.®® The DSA proposal maintains the current rule
that companies that hold others’ data are liable when they are informed that that data
is illegal.*!

The DSA will introduce a wide range of new obligations on platforms, including
some aimed at revealing to regulators how their algorithms work, while other ob-
ligations would create transparency on how decisions to remove content are made
and how advertisers target users. The European Centre for Algorithmic Transparen-
cy was set up to help implement this. An Internet Policy Review of 16 November
2021 listed some of the new obligations, including mandatory ‘notice and action’
requirements, for example, respect for fundamental rights, mandatory redress for
content removal decisions, and a comprehensive risk management and audit frame-
work. A December 2020 article in the Times magazine stated: ‘While many of the
provisions of the DSA apply only to platforms with more than 45 million users in
the European Union, the Act could have implications beyond Europe. Platforms
including Facebook, Twitter, TikTok and Google subsidiary YouTube will meet that
threshold and be subject to the new obligations.®> Companies that fail to comply
with the new obligations risk fines of up to 6% of their annual global turnover. Fur-
thermore, the Commission may impose periodic penalty payments of up to 5% of
the average daily worldwide turnover for each day of delay in complying with the
remedies, interim measures and commitments. As a last resort, if the infringement
persists and causes serious damage to users and entails criminal offences involving

59 “Digital Content Directive 2019/EU” for futrther info: https://data.consilium.europa.eu/doc/
document/PE-27-2019-INIT/en/pdf

60 Article from ‘EDRi’ “The EU’s attempt to regulate Big Tech : What it Brings and what is missing”
https://edri.org/our-work/eu-attempt-to-regulate-big-tech/

61 FWillman “The Responsibility of online intermediaries for illegal User Content in EU and US”
https://www.elgaronline.com/monobook/9781839104824.xml

62 Article from Time “How the EU’s new Regulations Against Big Tech could have an impact be-
yond Europe” https://time.com/5921760/europe-digital-services-act-big-tech/
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a threat to the life or safety of persons, the Commission may request the temporary
suspension of the service.®

Chapter three
New Consumer Agenda

The European Union has recently focused on new and innovative consumer pro-
tection policies and empowerment for European consumers who buy goods and
services in the EU. In 2020, the European Commission proposed a new consumer
agenda, which presents a new vision for the future of consumers, which consists
of sustainability, recovery and innovation. “The Agenda” presents policies and the
future of consumer rights for the period 2020-2027.The new agenda supports pri-
ority areas and key points that aim to define measures for a high, effective level of
consumer protection and empowerment of the EU.

The new agenda focuses on the following issues:

- “The European Green Deal’®

- Europe’s digital future

- “Circular Economy”® for a cleaner and more competitive Europe
- Identifying and addressing barriers to the European Single Market
3.1 “The “Omnibus Directive”

In 2019, the European Council adopted the new directive “2019/2161(EU)” other-
wise known as the “Omnibus” directive. This directive required the Union’s member
states to incorporate it into their national legislation by 28 May 2022. The Omnibus
Directive, also known as the “Enforcement and Modernisation Directive” (Direc-
tive (EU) 2019/2161), aims to strengthen consumer protection and rights through
enhanced transparency measures by modernising existing EU consumer legisla-
tion by updating four existing consumer protection directives. The most important
change under the Omnibus Directive concerns the introduction of GDPR-style fines
for certain breaches of consumer protection rules (the maximum fines should be
at least 4% of the trader’s annual turnover or €2 million where turnover cannot be
calculated). Furthermore, new rules and concepts are introduced, including rules

63 Official website of the European Commission, for more info||: https://digital-strategy.ec.euro-
pa.eu/en/policies/dsa-enforcement

64 The European Green Deal is a package of policy initiatives, which aims to put the EU on the
path towards a green transition, with the ultimate goal of achieving climate neutrality by 2050.
It supports the transformation of the EU into a fair and prosperous society with a modern and
competitive economy.

65 The circular economy in Europe has the potential to increase EU GDP by an additional 0.5% by
2030 and create around 700,000 jobs, while reducing our environmental footprint. Europe has
also increased its recycling rates and promoted sharing economy models, such as car sharing.
Overall, to achieve a truly circular economy, we need to reduce our need for new raw materials
in everything we produce and consume. And without a circular economy, Europe cannot achieve
sustainability.
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on search engines, online reviews and online marketplaces, as well as an extension
of existing consumer law provisions to cover digital content and digital services,
including those offered in exchange for personal data.

According to the New Agenda, some of the policies and rules adopted in terms of
consumer law are in the area of:

Purchasing rights
Dangerous and illegal products

3.2 2006/42/EC- Machinery Directive and Cyber Resilence Act (CRA)

The category of dangerous products also includes various machinery, and to ensure
the protection of consumers and their workers, the European Union adopted the
‘Machinery Directive’ in 2006. The machinery sector is an important part of the en-
gineering industry and is one of the main industrial pillars of the EU economy. The
social cost of the large number of accidents directly caused by the use of machinery
could be reduced by the inherently safe design and construction of machinery and
by proper installation and maintenance. This directive aimed at the free movement
of machinery on the market and the protection of consumers using such machinery.

On 29 June 2023, the Council and the European Parliament adopted Regulation (EU)
2023/1230, which replaced the above-mentioned Machinery Directive of 2006, the
regulation will be fully implemented in 2027. This updated regulation revises the
product scope and conformity assessment procedures originally covered by Direc-
tive 2006/42/EC. Products falling within the scope of Regulation (EU) 2023/1230
must now meet cybersecurity requirements®.Cybersecurity is one of the main chal-
lenges for the Union. The number and variety of connected devices will increase
rapidly in the coming years. Cyberattacks represent a matter of public interest as
they have a critical impact not only on the Union’s economy, but also on democra-
cy, consumer safety and health. It is therefore necessary to strengthen the Union’s
approach to cybersecurity, to address cyber resilience at Union level. Furthermore,
the European Union has introduced a new set of cybersecurity rules known as the
Cyber Resilience Act (CRA)

Failure to meet the CRA’s basic security requirements can result in fines ranging
from €5 to €15 million or 1-2.5% of the global turnover from the previous fiscal
year, whichever is higher, depending on the type of infringement.®’ In addition to
fines, authorities can also require products to be withdrawn from the EU market.
Ideally, manufacturers should ensure that security is a priority throughout the prod-
uct development lifecycle.

66 Cybersecurity is the practice of protecting internet-connected systems such as hardware, soft-
ware, and data from cyber threats. It is used by individuals and businesses to protect against
unauthorized access to data centers and other computerized systems.

67 Justyna Ostrowska. “The EU Cyber Resilience Act Proposal: What You Need to Know”, A&O
Shearman
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3.3. (EU) 2024/1799 R2R(Right to Repair) Directive

As part of the green package and circular economy, the European Council also ad-
opted the directive on the “Right to Repair” This directive will make it easier for
consumers to request repair instead of replacement and repair services will become
more accessible, transparent and attractive. The directive also gives manufacturers
an incentive to make products that last longer and can be repaired, reused and recy-
cled. The new rules ensure that manufacturers provide timely and cost-effective re-
pair services and inform consumers about their repair rights. Goods repaired under
warranty will benefit from an additional one-year extension of the legal guarantee,
further encouraging consumers to choose repair instead of replacement. Consumers
can also borrow an appliance while theirs is being repaired or, if it cannot be fixed,
choose a refurbished unit as an alternative. A European online platform with nation-
al sections will be created to help consumers easily find local repair shops, sellers
of refurbished goods, buyers of defective items or community-led repair initiatives
such as repair cafes. According to the European Commission, premature disposal
of consumer goods produces 261 million tonnes of CO2 equivalent emissions, con-
sumes 30 million tonnes of resources and generates 35 million tonnes of waste in
the EU each year. Consumers also lose around €12 billion a year by replacing goods
rather than repairing them. In addition, the new rules are expected to trigger €4.8
billion in growth and investment within the EU.

One of the most recent achievements of the European Council in terms of the above
issues is also the fight with the tech giant “Apple”®. In November 2022, the EU
adopted the common directive on chargers, which will make the USB-C charging
port mandatory for a number of electronic devices (mobile phones, wireless key-
boards, laptops, etc.). And in 2023 “Apple” started selling iPhones with USB-C
chargers. The EU’s decision to require a common charging port for electronic devic-
es is an important victory for consumer rights and will make it easier for consumers
to charge their devices, reduce e-waste and promote innovation.

Conclusion

Consumer Protection is now a consolidated legal discipline, and can no longer be
considered as a new field, but the lack of presence of equality of powers between the
trader and the consumer cannot be denied. And although consolidated as a discipline
by the European Union, policy and legislative initiatives are still being undertaken
to achieve “perfect protection”. With the development of technology, the task of the
institutions of the European Union became more difficult, as it became more diffi-
cult to protect its consumers under the spectrum of the latest developments. New
directives, their extension, the creation of Regulations (immediate imposition of EU
legislation) made it possible to cope with the new digital era. It took many years to
create and establish many new institutions and structures to enable the most efficient

protection of the European consumer. Digital Single Market is a real achievement,
68 Polico article “With Apple’s iPhone 15, the EU wins the charger war” https://www.politico.eu/
article/apple-iphone-15-european-union-regulations-charger-usbc-lightning/
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which makes it possible to cope with new developments. The New Consumer Agen-
da seems to have brought a real challenge to the European Union. “Green Deal”,
“Circular Economy” and “Data Protection” are the main pillars of this initiative. A
trend has been observed in recent years where the EU has been oriented towards an
ecological approach and data protection, as with the great development of artificial
intelligence and the leveling of stratospheric pollution, these seem to be the primary
objectives of the EU.

BIBLIOGRAPHY

Books:

Maiie — Anne Dujarier, ‘The Activitiy of the consumer: Strengthening, Transform-
ing, or Contesting Capitalism?’ The Sociological Quarterly, Vol.56, No. 3, 2015

Anne de Vries “Maximum harmonization and general clauses- two conflicting con-
cepts?” Tilburg University , 2011

Katro Eriona & Zhezha Vaeld *“ E drejta e Konkurrencés né Bashkimin Evropian
dhe Shqipéri” 2022

Karine Nyborg, ‘Humans in the perfectly competitive market’ University of Oslo,
Dept. of Economics, 2019

Online Articles

O.Dimitru “European Consumer Law in Digital Market”: https://www.tribunajurid-
ica.eu/arhiva/An10v2/4.%200vidiu%20loan%20Dumitru%26Andrei  %20%20
Viorel%20Tomescu.pdf

Artikull nga ‘EDRi’ “ The Eu’s attempt to regulate Big Tech: What it Brings and
what is missing” artikulli gjendet né fagen: https://edri.org/our-work/eu-attempt-
to-regulate-big-tech/

F.Wilman “The Responsibility of online intermediaries for Illegal User Content in
EU and US” https://www.elgaronline.com/monobook/9781839104824.xml

Artikull n€ Time “How the EU’s new Regulations Against Big Tech could have an
impact beyond Europe” https://time.com/5921760/europe-digital-services-act-
big-tech/

Artikull nga Jn Clay: https://www.trendmicro.com/en_us/research/23/I/how-the-eu-
resilience- act-impacts-manufacturers.html

Justyna Ostrowska. “The EU Cyber Resilience Act Proposal: What You Need to
Know”, A&O Shearman : https://www.aoshearman.com/en/insights/ao-shear-
man-on-tech/the-eu-cyber- resilience-act-proposal-what-you-need-to-know

Analiz€ mbi direktivén “Right to Repair” pér mé tepér : https://repair.eu/news/anal-
ysis-of-the- adopted-directive-on-common-rules-promoting-the-repair-of-goods/

Artikull 1 “Politico’ “ With Apple’s iPhone 15, the EU wins the charger war” arti-
kulli gjendet né fagen: https://www.politico.eu/article/apple-iphone-15-europe-

PROCEEDINGS BOOK OF THE 12™
60 INTERNATIONAL CONFERENCE



an-union-regulations- charger-usbc-lightning/

Legislation:

Treaty on the Functioning of the European Union (TFEU)

Directive 85/374/EEC “On Product Liability”

Directive (85/77) “On doorstep selling”

Directive 85/577/EEC “On contracts concluded away from business premises”,

Directive (2019/EU) “On Digital Content”

General Directive 2001/95/EC “On Product Safety”Directive 2006/42/EC “On Ma-
chinery”

Directive 2019/2161 “Omnibus”

Directive 2024/EU “On the Right to Repair” Directive (2000/31/EC) “Electronic
Commerce”

Directive 2024 “CSA”

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 61



DISGORGEMENT OF PROFITS AS AN ALTERNATIVE TO EXPECTA-
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Abstract

The concept of disgorgement of profits as a substitute for expectation damages with-
in the European and U.S. legal frameworks is a contentious issue, mainly because
of the uncertainties surrounding its application and theoretical underpinnings. This
remedy opposes the standard approach of many legal systems by focusing on avoid-
ing unjust enrichment and making illegal conduct unprofitable rather than repaying
the party who suffers as a result of the breach of contract. Previous academic re-
searches have primarily focused on expectation damages, frequently disregarding
disgorgement as an unsuitable form of redress. This paper compares disgorgement
of profits between the European and U.S. legal systems based on thorough research
in the legal codes, scholarly works, and case law of the respective jurisdictions.
Comparison brings out how disgorgement fills the gaps left by expectation damages
and serves as an alternative to prevent unjust enrichment and deter opportunistic
breaches.The main goal of this project is to provide a profound understanding of the
role of disgorgement in modern contract law and its adoption and significance in
different legal systems. In linking the theoretical and practical differences between
these remedies, this paper highlights the potential of disgorgement as a supplemen-
tary mechanism to cure the deficiencies of traditional compensatory models.

Keywords: Disgorgement , Expectation remedies , Civil law tradition , U.S legal
system

Introduction

Contract law remedies usually aim at compensating the injured party for their loss-
es, thus restoring them to the primary position they would have been if the contract
was performed. The main legal remedies used in such instances are expectation
damages which are designed to compensate the injured party with the value of the
promised performance. Nonetheless, such remedy is not an universal remedy for
every case due to the particularity of the legal facts such as the cases where the
person who breached the contract unjustly gained profits meanwhile the other party
suffered minimal to non-existent losses. In such scenarios, disgorgement of prof-
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its emerges as an effective alternative, by shifting the focus from compensation to
prevention of unjust enrichment and the deterrence of opportunistic breaches.The
common perspective on the disgorgement of profits suggests a bias that this remedy
has a punitive nature and, as such, does not belong in a legal system that excludes
punitive or preventive measures in private law.%

Disgorgement of profits represent a gain-based remedy that forces the breaching
party to return any financial profits gained through the breach of the contract, de-
spite the damage caused to the other party. Its genesis is interlinked with the prin-
ciples of equity and unjust enrichment, with the main goal of targeting the ethical
and economic incentives for breaching contracts. The distinction from the standard
remedy of damages is evident: disgorgement focuses on the economic gains of the
breaching party, while damages address the losses incurred by the innocent party.”
This remedy opposes the typical approach of many legal systems since it focuses
on avoiding unfair enrichment and making illegal conduct unprofitable rather than
repaying the party who suffers as a result of the contract violation.

This paper begins with a literature overview about the conceptualization of dis-
gorgement among the European and American scholars. Another passage is ded-
icated to comparing expectation damages and disgorgement, highlighting their
characteristics and how they interplay in the legal realm. Following this theoretical
groundwork, the paper transitions to an in-depth analysis of the most prominent
legal systems in Europe, offering a comparative lens through which to understand
disgorgement’s role across the continent. The chapter examines jurisdictions such
as France, and Germany, and Norway each representing distinct approaches within
the European civil law tradition. French law, for instance, grounds disgorgement
in the doctrine of enrichissement sans cause (unjust enrichment) but applies it se-
lectively in exceptional cases. The German legal system integrates disgorgement
through principles of ungerechtfertigte Bereicherung (unjust enrichment) and Treu
und Glauben (good faith), applying it selectively to deter opportunistic breaches and
uphold contractual integrity. Norwegian law, part of the Nordic legal tradition, does
not explicitly codify disgorgement but addresses unjust enrichment through general
principles of equity and fairness.

This analysis highlights the nuanced ways in which European legal systems balance
the compensatory objectives of contract law with the corrective and deterrent goals
of disgorgement. Through these case studies, the paper illustrates how disgorgement
serves as a supplementary remedy, filling critical gaps left by expectation damages.
By exploring these jurisdictions in depth, the chapter provides a comprehensive

69 See e.g., Nils Schmidt-Ahrendts and Mark Czarnecki, ‘Article 74’, in Christoph Brunner (ed),
UN Kaufrecht- CISG (2nd edn, Stampfli Verlag 2014) para 18.

70 Djordjevic (n 5), para 62; Schmidt-Ahrendts (n 1), 93; Lionel Smith, ‘Disgorgement of the Prof-
its of Breach of Contract: Property, Contract and Efficient Breach’(1994) 24 Canadian Business
Law Journal 121, 122; Onni Rostila, Disgorgement and the CISG - Comparative and Future
Perspectives, Thesis, University of Lapland, Finland, 2017, 13.
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picture of disgorgement’s place within European contract law, shedding light on the
broader principles that govern its application.

The subsequent chapter shifts focus to the United States, where disgorgement oc-
cupies a more defined yet selective role within the common law tradition. U.S.
law embraces disgorgement primarily in equity-based contexts, such as fiduciary
breaches, intellectual property disputes, and antitrust enforcement. This chapter
begins by examining the doctrinal foundations of disgorgement in American law,
particularly its codification in the Restatement (Third) of Restitution and Unjust
Enrichment. It then explores the remedy’s application in cases involving deliberate
and opportunistic breaches, where traditional expectation damages fail to address
the broader implications of contractual misconduct.

By integrating these perspectives, the paper provides a comparative framework for
understanding disgorgement as an alternative to expectation damages. It highlights
the remedy’s capacity to address cases where traditional compensatory remedies
fall short, whether due to minimal measurable losses, disproportionate profits, or
the need for stronger deterrence. The discussion emphasizes on how disgorgement
reflects a stronger commitment to justice and equity in both legal systems, while
also addressing the practical and theoretical obstacles of its implementation.

Literature overview

Disgorgement of profits is based on the principle of unjust enrichment, which seeks
to strip the breaching party of profits deriving from unlawful actions. This type of
remedy is focused on the breaching party rather than the injured one, differentiating
it from expectation damages whose main goal is restoring the initial position of the
injured party.

Legal scholars’ main question is about the character of the disgorgement as inher-
ently punitive or if it serves a compensatory role. Some claim it helps to restore
fairness, while others argue that it may go beyond typical compensation, making it
unclear how it should be applied in different situations.

A recurring theme in the literature is the tension between the deterrent and compen-
satory objectives of disgorgement. While it provides an appropriate remedy where
expectation damages are inadequate: when losses are difficult to measure or where
wrongful profits induce breaches—disgorgement runs the risk of clashing with con-
tractual principles premised on

compensation rather than punishment.While some academics favour a more flexible
disgorgementto beused asameans topromotejustice and deter exploitation, many cau-
tion against its overuse as it risks undermining predictability and freedom of contract.
The practical challenges of implementing disgorgement include difficulties in cal-
culating profits attributable to a breach and ensuring proportionality between the
remedy and the breach. Because of these complexities, some critics argue that it is
arbitrary or inequitable, further complicating its adoption as a standard remedy in
breach-of-contract cases.
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The scholarly discourse emphasizes the changing function of disgorgement as a
substitute for expectation damages within both theoretical and practical dimensions.
Through an analysis of its implementation across various legal systems, this study
aids in elucidating how disgorgement acts as a link between compensatory and de-
terrent aims, concurrently shedding light on the intricate difficulties associated with
its incorporation into existing legal structures.

Disgorgement: A Complementary or Competing Remedy?

Expectation damages and disgorgement are two well-known private law remedies
that deal with loss brought on by wrongdoing, but they have diverse foundations and
functions in different legal systems across the globe. Although both seek to make
amends, they concentrate on different facets of justice: expectation damages are
intended to put the harmed party back in the same situation they would have been
in had the contract or obligation been fulfilled correctly, while disgorgement aims to
deprive the wrongdoer of any profits made from misconduct.

In certain scenarios, these remedies can be applied in situations where the breach-
ing party persistently engages in fraudulent conduct. The injured party would be
entitled to expectation damages to compensate for the losses suffered by the breach
of the contract, meanwhile disgorgement could be used to strip from the breaching
party any profits gained from his actions.

Another instance is in the realm of antitrust law, where disgorgement can be used
to eliminate the financial benefits driving form an anti-competitive action such as
market manipulation. Opposingly, expectation damages might find an application in
such unlawful conducts, where one party’s violation leads to lost financial profits or
benefits. This is another scenario, where these remedies can align together to ensure
fairness and prevent any further misconducts. Disgorgement is more prevalent in
common law jurisdictions like the United States and the United Kingdom, partic-
ularly when fraud or economic injury arises. It is applied more often in the United
States, notably in regulatory contexts such as securities legislation or antitrust of-
fenses, where the goal is not only to recompense the victim but also to discourage
wrongdoing and stop arbitrary gain. In addition to the compensating objectives of
damages, there is more emphasis on the punishment and deterrence of wrongdoers.
Based on case law, the U.S. legal system is more inclined to implement disgorge-
ment as a remedy, rather than treating it as a last resort when expectation damages
are insufficient.

Nonetheless, disgorgement and expectation are not two parallel remedies, especially
in cases where the primary aim is compensating the victim and fully restoring all the
damages rather than punishing the wrongdoer. The courts often appear reluctant in
applying disgorgement due to its perceived punitive reputation, which in many cas-
es can be seen as unnecessary and disproportionate in many cases. This is often the
approach that the majority of civil law countries tend to have, which is demonstrated
even in their respective codes. For instance, the French legal system does not men-
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tion disgorgement as a primary remedy unlike expectation damages, although it has
been applied under certain circumstances where the latter could not be used. Lastly,
whether disgorgement and expectation damages are complementary or conflicting
remedies depends on the actual circumstances of the case. If the primary goal is to
compensate the injured party for their loss, expectation damages may be more ap-
propriate, as they focus on restoring the victim to the position they would have been
in had the contract been completed. This is a more straightforward compensatory
approach, prioritizing fairness for the victim. However, if the purpose is to avoid
unfair enrichment or deter future misconduct, disgorgement may be more appropri-
ate, especially when the wrongdoer’s gains significantly outweigh the victim’s loss.
In some cases, both can be used together to provide a more thorough remedy, by
addressing both the breaching party’s profits and the victim’s loss. Thus, the choice
between these remedies depends on the circumstances of the case and the broader
goals of the legal system. Courts must carefully consider whether the focus should
be on compensating the victim or addressing the wrongdoer’s conduct, ensuring that
the remedy chosen aligns with the case’s objectives.

Disgorgement of profits through the European lenses

The disgorgement of profits has become a controversial topic amongst European
scholars and lawmakers, mainly due to its peculiar use in case law. This chapter will
analyze the continental legal system and its subcategories regarding the conceptual
comprehension of this remedy, how the legislatures perceive it, and the way it has
been implemented into the respective legal systems. The legal systems being stud-
ied are the French, the Germanic, and the Nordic legal systems, each with unique
features.

France

French civil law establishes disgorgement of profits on the grounds of un-
just enrichment. The primary objective of contract remedies in France is to
compensate the injured party for their loss; "however, disgorgement may ap-
ply when an unjust enrichment is caused by a breach of contract or through
other unlawful conduct. Not only does the principle restore balance be-
tween the parties, but it prevents wrongful gains and ensures fairness as well.
In the French Civil Code, specifically Article 1303,7 unjust enrichment is defined as
a loss caused by an improper gain, which allows a party to claim restitution from the
justly enriched party. Usually, this remedy is considered subsidiary, which means
it is only appropriate when other legal bases are unavailable, such as contractual

71 See article 1382 of the Civil Code: “Every act whatever of man that causes damage to another,
obliges him by whose fault it occurred to repair it”; adde, for contractual liability, art 1149 of the
Civil Code: “Damages owed a creditor are, in general, for the loss he sustained and the profit of
which he was deprived, subject to the exceptions and the modifications below.”

72 See article 1303 of the Civil Code: “No one may enrich themselves unjustly at the expense
of another. A person who has benefited without cause to the detriment of another is obliged to
compensate the other for the loss incurred.”
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or tortious liability. When earnings are directly linked to unethical actions, such as
contract violations, the judiciary has used this principle to force profits to be dis-
gorged.

Disgorgement of profits in French contract law is not a default remedy, but it is
invoked under exceptional circumstances. For example, courts will take into ac-
count disgorgement whenever the breaching party’s gain is disproportionate to the
loss incurred by the wronged party or where the breach evinces bad faith. Where a
contractor has terminated a contract in order to accept a more lucrative offer, courts
have occasionally required the defaulting party to give up the profits realized from
the second contract, arguing that those profits are inconsistent with the duty of fi-
delité contractuelle (contractual fidelity).

French scholars, such as Pierre Malaurie in his book Les Obligations (2020), argue
that disgorgement is particularly appropriate in cases involving deliberate breaches,
since expectation damages or specific performance may insufficiently capture the
broader effects of such breaches. As Malaurie points out, disgorgement serves not
only to prevent unjust enrichment but also to preserve the moral and ethical values
underlying contractual relationships.

Recent French legal developments and academic writings reveal a growing trend
toward accepting disgorgement as a universal remedy for illegal gains. PWhile op-
ponents speak out against an overly liberal extension of French civil law, supporters
maintain that this is consistent with the core of the fundamental values of justice and
fairness that form its foundation. Particularly feared are disproportionate remedies
and the risk of undermining the compensatory orientation of the law of contract.
French legal principles have shown an increasing tendency to apply disgorgement
in new ways, in particular in cases involving breach of obligations de résultat (ob-
ligations to achieve a desired result) or obligations de moyens (obligations of ef-
fort). Judicial authorities have justified the use of disgorgement not only as a restor-
ative measure but also as a means to uphold the integrity of contractual obligations.
In France, disgorgement of profits is considered a secondary remedy, but it has a lot
of potential in curing violations that result in unjust enrichment. Based on the princi-
ples of enrichissement sans cause and bonne foi, it provides a means of doing equity
and deterring opportunism. Disgorgement may become a more significant remedy
in French law since it strikes a compromise between compensating and equitable
goals as the boundaries of this remedy continue to change, especially in the areas of
intellectual property and competition law.

Germany

The German legal system represents one of the leading legal systems of the civil law
tradition and deals primarily with the disgorgement of profits as a subcategory of
unjust enrichment (ungerechtfertigte Bereicherung). Within the system of the Biir-
gerliches Gesetzbuch, German law does not recognize disgorgement of profits as a
primary remedy but only in special cases where other compensatory remedies are
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impossible. The primary focus of German legislation is marked by a compensatory
approach.

The principle of unjust enrichment, as established in § 812 BGB, lies at the heart of
disgorgement applications in Germany. It stipulates that a person who obtains an ad-
vantage at the expense of another, without legal ground, is obliged to restitution of
that advantage. That basic principle establishes the ground for restitutionary claims
in cases where profits have been obtained by breaching legal duties. Disgorgement
is also underpinned by the principle of good faith contained in § 242 BGB, deal-
ing with how rights and obligations within German territory are to be exercised. It
strives against parties who violate contracts or the law in order to obtain or make an
unjust enrichment, which is something that justice and morality oppose.These three
together pose the theoretical premises of a disgorgement as the remedy in the laws
of Germany.”

Disgorgement of profits is explicitly recognized under German statutory law, par-
ticularly in Section 687(2) of the Civil Code (BGB)™, alongside Sections 681 and
667.7 These provisions stipulate that if an individual knowingly treats another per-
son’s affairs as their own, they must relinquish any benefits gained from such ac-
tions. This legal principle, referred to as “non-genuine” negotiorum gestio (unech-
te Geschdftsfiihrung ohne Auftrag or Geschdftsanmafiung), derives from the rules
governing “genuine” negotiorum gestio (echte Geschdfisfiihrung ohne Auftrag).
These traditional principles require that anybody who manages or protects the inter-
ests of another person without express permission turn over any gains that follow,
just like an authorized agent would (actio negotiorum gestorum directa).

In German contract law, the remedies focus mainly on compensation of the injured
party or on the enforcement of performance. However, disgorgement may be in-
voked where compensation alone does not address the unjust nature of the breach-
ing party’s gains.”® Disgorgement has been applied by courts in cases of breaches
of exclusive agreements, fiduciary duties,”” and other contractual obligations that
result in significant profits for the breaching party. For instance, German courts have
ordered a party that has breached an exclusivity clause of a supply agreement to
hand over to the wronged party profits gained from other transactions in which that

73 Helms, Disgorgement of Profits in German Law [pages. 219-225]

74 A person who acts in the interests of another person without being authorized is obligated to
surrender any benefits gained from this management, even if the other party did not suffer any
damage as a result. The duty to return the benefit applies regardless of whether the person who
acted in the other’s interests did so without malicious intent.

75 If someone acts without authorization and receives a profit while managing another’s affairs, the
person who has acted must return any benefit they received to the person whose interests were
managed.

76 Ibid

77 Disgorgement is used in fiduciary duties to ensure that individuals in positions of trust, such as
directors or partners, cannot profit from breaches of their obligation to prioritize the beneficiary’s
interests. This remedy prevents unjust enrichment and serves as a deterrent against exploiting
fiduciary roles for personal gain.
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party has considerably profited. That stance shows the courts’ willingness to restore
fairness and no opportunistic breach.

German legal scholars often speak of disgorgement in the interest of fairness and to
prevent unjust enrichment. Reinhard Zimmermann, in The Law of Obligations: Ro-
man Foundations of the Civilian Tradition (1996), traces how the concept of resti-
tution has evolved over time and points out its present importance in cases of unjust
enrichment. According to Zimmermann, although disgorgement is only a secondary
remedy compared to compensatory remedies, it is an important means of ensuring
that obligations are enforced.

Other scholars, like Gerhard Dannemann, call for the use of disgorgement in Ger-
man contract law. As Dannemann points out, there are cases of bad faith breaches
to which the usual solutions—damages or specific performance—do not extend to
cover the wider effects of the breach, thus showing that disgorgement stops wrong-
ful behavior and strengthens trust in contract obligations.

Critics of disgorgement in German law warn against its over-use. They argue that
disgorgement should be used with much care not to undermine the principle of
freedom of contract and to keep contractual remedies clear and predictable. Dis-
gorgement takes away the profits from the party which broke the contract; often, the
results seem far more like punishment than an effort to rectify the situation.

Also, disgorgement requires the careful calculation of the wrongdoer’s profits,
which may well be complex and contestable. This difficulty has led some scholars
to suggest that there should be clearer laws on how to use disgorgement in contracts
and outside of contracts.

Norway

The Norway legal system is one of the main components of the nordic legal tradi-
tion, along with the Swedish , Finland and Denmark legal system. Despite having
unique characteristics that allow it to be differentiated from other civil law systems,
it is a component of the continental legal system.The strategy taken regarding the
disgorgement of earnings is still a contentious issue in the legal community, despite
the fact that this legal system differs greatly from others. Disgorgement of profits
is not codified in Norway’s civil code, but its importance is always under shadows,
meaning that its use is undeniable under certain situations, especially in contract
law. In Norwegian law, unjust enrichment does not belong to a specific category
of law. Although, it is possible to make such claims under other articles. Similarly
to other civil legal systems, Norwegian law provides rules regarding claims based
on enrichment by subtraction (“restitusjonskrav’), restitutionary damages (reason-
able royalty) and disgorgement damages (“vederlagskrav” og “vinningsavstaelsesk-
rav’).”®

The absence of a classification of the law dealing with unjust enrichment has un-
questionably led to a lagging side of Norwegian law. There is no general rule in

78 On the Norwegian terms, see Monsen (2007), 46—56 and Monsen (2005), 162—168.
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Norwegian law that states that an unjustly enriched person must make restitution.
That said, the Supreme Court has recognized the existence of general principles
concerning unjust enrichment.” Historically, the Supreme Court has relied on “gen-
eral principles of restitution and enrichment” (“alminnelige restitusjons og berike-
Isesprinsipper”) to determine remuneration upon divorce for contribution to capital
growth of the other party, and in a similar case, Retstidende 2000, p. 1089, the
Supreme Court referred to the same principle. In a similar vein, the Supreme Court
has recognized positive law to support a general rule of restitution (“alminnelige
rettsgrunnsetninger”). It also has not recognized a general rule about disgorgement
damages. This means there are not many legal cases about disgorgement damages.
Because of this, it is unclear if and how much disgorgement damages can be given
based on laws that are not written down.*

The Supreme Court also decided in 2005 a case of unlawful passing off, where,
upon the pleadings that the plaintiff had suffered damages for loss, and alternatively
damages by way of disgorgement, that a defendant should not be permitted to profit
from a wrong, despite any evidence of the plaintiff having suffered loss as a result of
the wrong: The Supreme Court confined itself to loss damages only.*' The Court was
not required to resolve whether in passing off actions non-statutory grounds could
be available for awarding disgorgement damages and, in turn, if the measure would
be a reasonable one. The Court held that damages by way of disgorgement could
never be more favourable than the action for damages by way of loss.

The Supreme Court reasoned that the defendant could only be held accountable
for profits that were the direct result of the tortious conduct in reaching its decision
without addressing any statutory basis for disgorgement damages. This means that
only profits received by customers who purchased the defendant’s product while
mistakenly believing they were purchasing the plaintiff’s product would be includ-
ed.

The case could be seen as showing the unpredictability of the Norwegian law on the
question of disgorgement damages. The absence of a universal legal basis of claims
for enrichment is certainly a sign of absence of a comprehensive domain of law
addressing unjustified enrichment; yet, this fact does at all exclude the possibility
of a existence of a general legal basis of disgorgement damages. As will be evident
from the paragraphs that follow, there has been significant evolution in the statutory
law regarding disgorgement damages in recent times, and that evolution could well
be significant for the possible recognition of a general legal basis for disgorgement
damages.

79 See Monsen(2007), 269- 277
80 ibid
81 Retstidende 2005 p. 1560.
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Disgorgement of profits in the U.S. legal system

Disgorgement of profits has become one of the major facets of American private
law, at the intersection of principles of equity, deterrence, and restitution. Not appli-
cable to all areas of law as a general rule, disgorgement is a versatile instrument in
cases where compensatory damages are insufficient to redress the harm incurred or
to deter future misconduct.

Disgorgement, in the United States legal system, is grounded on statutory as well
as doctrinal foundations. A very detailed framework is provided by the Restatement
(Third) of Restitution and Unjust Enrichment®, with an emphasis on the principle that
wrongdoers should disgorge their ill-gotten gains. All these provisions bring into re-
lief the vital nature of disgorgement as a remedy for opportunistic breaches and many
otherkinds of misconduct. Surprisingly, U.S. courts have used disgorgement for viola-
tions of intellectual property and antitrust laws,* among breaches of fiduciary duties.
Disgorgement is most relevant in the field of intellectual property law, where statu-
tory schemes allow claimants to recover profits derived from the unauthorized use
of protected works. Indeed, under the Copyright Act,**infringers may be ordered to
turn over profits attributable to their infringing conduct. This not only compensates
rights holders but also deters the wilful exploitation of intellectual property. In anti-
trust, disgorgement is supplementary to other remedies, like treble damages, so the
wrongdoers do not keep profits from anti-competitive conduct. Regulatory bodies
also began to use disgorgement more and more to deter misleading practices and
manipulative market tactics against the consumer interest and competitive markets.

Disgorgement is also frequently applied in cases involving breaches of fiduciary
duty. Fiduciaries are expected to act with great standards of loyalty and care, and
when they breach these obligations for personal gain, the courts commonly divest
them of their profits to restore the equities. This principle helps prevent misuse of
power and reinforces trust in fiduciary relationships.

In contract, on the other hand, disgorgement’s application is far less uniform. Courts
are very cautious to apply disgorgement outside of traditional equitable contexts,
and generally favor compensatory damages for breach of contract. The exceptions
arise when breaches are particularly opportunistic, or when the wrongdoer makes
substantial profits from the violation, which may be enough to consider disgorge-
ment to prevent unjust enrichment.

Regulatory enforcement also makes regular use of disgorgement, particularly in se-

82 Disgorgement is a form of “[r]estitution measured by the defendant’s wrongful gain.” Restate-
ment (Third) of Restitution and Unjust Enrichment §51, Comment a, p. 204 (2010) (Restatement
(Third)). Disgorgement requires that the defendant give up “those gains . . . properly attributable
to the defendant’s interference with the claimant'’s legally protected rights.”

83 See Clayton Act, 15 U.S.C. § 15

84  See. The Copyright Act, 17 U.S.C. § 504(b), provides the statutory basis for disgorgement
of profits in copyright infringement cases. Courts focus on the causal connection between the
infringement and the profits to determine the appropriate amount to be disgorged.
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curities law. The disgorgement remedy is used by the Securities and Exchange Com-
mission to address insider trading, fraud, and other securities law infractions.The
most evident objective is to maintain market integrity while eliminating any finan-
cial incentives for unlawful activity. The reasoning behind disgorgement thus closely
corresponds to much more general principles of justice and fairness. It serves both a
preventive and deterrent function by removing the economic rewards of wrongdoing.
Concurrently, it coincides with restitutionary goals by ensuring that no party obtains
illegitimate benefits from their actions. While not openly punitive, disgorgement
has an inherent deterrence effect, and thereby discourages similar conduct going
forward.

However, disgorgement faces practical challenges, including the calculation of the
precise profits flowing from the wrongdoing. Courts are thus faced with complicat-
ed causation and apportionment disputes in which detailed financial analysis might
be required to isolate wrongfully gained profits. Certain critics also believe that
courts risk veering into punitive territory through disgorgement, which would be
improper given its restitutionary purposes.

Recent developments in United States legal doctrine have sought to clarify the lim-
its of disgorgement. The decision of the Supreme Court in Liu v. SEC*emphasized
that disgorgement must be guided by equitable principles, ensuring its proportion-
ality and close nexus to the underlying misconduct. This decision forms part of a
continuing effort in the refinement of the remedy, balancing its deterrent purposes
with fair treatment of defendants.’¢ In a global context, the disgorgement concept
in the United States is influenced by comparative approaches through comparisons
with legal systems in Canada and the United Kingdom. Such influences underline
the dynamic nature of gain-based remedies, highlighting their importance as a nec-
essary component of modern legal systems. Disgorgement is still a moving target
in the United States, where it is utilized as an instrument of justice to ensure that
unlawful activity does not pay.

Conclusion

Disgorgement of profits as an alternative to expectation damages is a crucial change
in contract law, it addresses scenarios where compensatory remedies are inadequate
to be applied. By redirecting the attention from paying the harmed party to recov-
ering the unlawful financial gains resulting from the contract violation, this kind
of remedy is based on the concepts of unjust enrichment and equity.Many scholars
have argued about its applicability and importance, and its de-classification in any
of the specific branches of law has made its role more vague. From a comparative
insight, the European and U.S. legal systems have a particular approach on how

85 See Liu et al. v. Securities and Exchange Commission, https://supreme.justia.com/cases/feder-
al/us/591/18-1501/

86 See Andrew N. Vollmer, Liu and the New SEC Disgor gement Statute, 15 Wm. & Mary Bus. L.
Rev. 307 (2024)
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disgorgement is applied.

In European jurisdictions like France, Germany, and Norway, disgorgement is not
the primary remedy but emerges as a secondary measure under specific circum-
stances, such as breaches concerning bad faith or disproportionate gains. It is ax-
iomatic to state that expectation damages dominate the respective legal systems,
but disgorgement comes to help in filling the gaps by addressing complex breaches
of contracts, in particular those that erode the ethical criteria or bona fide. The tra-
jectory of disgorgement in the legal realm proves that its importance is increasing
when it comes to correction. Nonetheless, the German legal system has proved to
be more unequivocal about disgorgement of profits compared to the other European
legal systems taken in comparison. It is one of the very few legal systems that has
dedicated a specific part in its legislation, thus avoiding any ambiguity for the courts
concerning its application.

On the other hand, the U.S. legal system has a different approach in regards to dis-
gorgement of profits, demonstrated in many cases where deliberate breaches yield
significant profits. The main difference between the U.S. legal system and the con-
tinental one is the importance and the frequency of the application of this kind of
remedy, although it is paramount to mention than expectation damages still remain
the cornerstone of contract remedies.

The interplay between disgorgement and expectation damages has led to many
questions in the realm of contract law: balancing economic efficiency with fairness
and accountability. Expectation damages prioritize compensation, thus aligning
with the efficient breach doctrine. Meanwhile, disgorgement serves as a corrective
tool against opportunistic breaching, making it impossible for wrongful actions to
generate financial profits.

To conclude, disgorgement of profits is a complementary alternative for expectation
damages, since the latter cannot provide a solution for every case and limits guar-
anteeing the principles of justice and fairness. All legal systems are always keen on
refining the boundaries of these remedies, disgorgement’s role as an alternative to
expectation damages will likely expand, offering a robust framework for addressing
breaches that go beyond simple economic loss.
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Abstract

La Convenzione Europea sull’Arbitrato Commerciale Internazionale di Ginevra
del 1961 rappresenta una fonte importante nella disciplina dell’arbitrato internazio-
nale in materia commerciale.

Lo scopo di questo lavoro ¢ quello di presentare una panoramica generale della
Convenzione, fornendo una descrizione degli elementi fondamentali che la carat-
terizzano.

La trattazione descrivera I’ambito di applicazione della Convenzione e le problema-
tiche riguardante le questioni sulle deroghe giurisdizionali. Ci si soffermera al prin-
cipio fondamentale sancito dalla Convenzione sulla c.d. Kompetenz-Kompetenz che
autorizza gli arbitri a decidere essi stessi sulla propria competenza e sull’esistenza o
la validita dell’accordo arbitrale.

Si tratteranno successivamente il problema relativo alla necessita di identificare
quale sia la legge applicabile all’accordo arbitrale e la presunzione sancita dalla
Convenzione sulla necessaria motivazione del lodo arbitrale. La trattazione proseg-
ue descrivendo le tassative ipotesi per le quali potranno impedire il riconoscimento
o I’esecuzione dei lodi arbitrali in un altro Stato contraente.

Key words: convenzione di ginevra, principio kompetenz-kompetenz, arbitrato in-
ternazionale, motivazione lodo arbitrale, esecuzione sentenze arbitrali.

1. Introduzione.

A pochi anni di distanza della Convenzione di New York del 1958, un’altra impor-
tante Convenzione multilaterale in materia dell’arbitrato ha fatto seguito, quella di
Ginevra del 21 aprile 1961 sull’arbitrato commerciale internazionale.

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 75



La Convenzione trova il suo principale fondamento nel desiderio di perfezionare il
regime dell’arbitrato internazionale, per farne un utile strumento di soluzione delle
controversie, in grado di favorire lo sviluppo del commercio tra i Paesi dalla strut-
tura economica liberale e quelli dalla struttura economica socialista (Franco Ferrari,
2001, 481).

A dispetto del nome, la Convenzione non nasce necessariamente limitata ai Paesi
europei, poiché puo trovare applicazione anche al di fuori dell’Europa. In effetti,
sottoscritta inizialmente da sedici Paesi, ¢ stata molto rapidamente ratificata dagli
Stati socialisti europei, tra cui anche 1’ Albania con la legge Nr.8687 del 9.11.2001.

La caratteristica fondamentale della Convenzione, che si occupa solo marginal-
mente del riconoscimento dei lodi arbitrali stranieri, ¢ quella di tentare la creazione
di una disciplina uniforme, capace di incidere sulle differenze presenti nella leg-
islazione dei singoli Stati. A questo scopo, si tende da un lato a dare il massimo peso
all’autonomia ed alla volonta delle parti, dall’altro a disciplinare tutti i momenti pit
importanti dell’arbitrato. In effetti, la Convenzione di Ginevra del 1961, ha posto
rilevanti principi in punto soprattutto di procedura arbitrale; infatti, essa disciplina
tutte le fasi del procedimento arbitrale, dalla conclusione della convenzione arbi-
trale all’esecuzione o annullamento della sentenza.

La Convenzione, pur nel suo limitato campo di applicazione, contiene varie dispo-
sizioni di particolare rilievo per 1’epoca in cui ¢ stata concepita. Cosi, I’esigenza
della forma scritta della convenzione arbitrale ¢ ritenuta soddisfatta non solo da un
contratto o da un scambio di lettere o di telegrammi (secondo quanto previsto dalla
Convenzione di New York) ma anche da un scambio di comunicazioni telex, ferma
la validita delle piu liberali esigenze di forma in vigore nei rapporti tra stati con-
traenti (art. 1.2(a)). Cosi, ancora, per il riconoscimento della capacita delle persone
giuridiche di diritto pubblico (compresso lo Stato) di concludere validamente una
convenzione arbitrale (art. II.1), di particolare significato per quei paesi che, sulla
scia del codice napoleonico, negavano una tale capacita come la Francie e il Belgio
(Piero Bernardini, 2000, pag. 230).

2. L’ambito di applicazione.

L’ambito di applicazione dela Convenzione in oggetto appare indubbiamente piu
ristretto rispetto a quello della Convenzione di New York del 1958, poiché I’art.l
presenta due tipi di limitazioni. La prima ¢ quella relativa alla materia che viene
circoscritta alle sole “operazioni del commercio internazionale”. La seconda, sog-
gettiva, ne limita I’applicabilita a quanti abbiano la residenza abituale o la sede in
Stati diversi ed entrambi contraenti. In questo modo si impone 1’applicazione del
principio di reciprocita facendo un passo indietro rispetto alla Convenzione di New
York che presupponeva I’efficacia erga omnes. Dunque, la Convenzione di Ginevra
presuppone, innanzitutto, che la controversia sia di natura al contempo commerciale
ed internazionale.

Un importante aspetto sul quale la Convenzione ha anticipato una successiva linea
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di tendenza, ¢ la previsione esplicita della possibilita per le parti di fare riferimento a
degli organismi predisposti allo scopo di gestire I’arbitrato. Acquista cosi rilevanza
nell’ambito delle Convenzioni (si veda anche il riferimento nel 2° comma dell’art.
I della Convenzione di New York) il c.d. arbitrato amministrato o istituzionalizzato
che viene guardato con sempre piu interesse anche dagli operatori giuridici, per le
indubbie garanzie che puo fornire, qualora sia affidabile 1’Istituzione cui si appog-
gia.

Questo non ¢ che uno degli elementi contenuti nell’art. IV che descrive in modo
analitico tutta la possibile organizzazione di un arbitrato, consentendo cosi I’inser-
imento di un contratto di quella che ¢ stata definita la “clausola arbitrale bianca”
(Franco Ferrari, 2001, 487). Infatti, le parti possono limitarsi a manifestare la volo-
nta di sottoporre la controversia agli arbitri, rinviando per tutto il resto o al Regol-
amento di un’Istituzione arbitrale o, nel caso di un arbitrato ad hoc, alla normativa
convenzionale.

3. Le questioni di giurisdizione e la legge applicabile all’accordo arbitrale.

Gli artt. V e VI della Convenzione si occupano delle ipotesi in cui venga presentata
un’eccezione d’incompetenza sia davanti all’arbitro (art. V), che davanti la giudice
ordinario (art. VI).

Per quanto riguarda la declinatoria di competenza arbitrale si stabiliscono alcuni
principi. Innanzitutto, ¢ sempre necessaria ’istanza di parte che pud presentare
un’eccezione, basata sull’inesistenza, la nullita o la caducita dell’accordo arbitrale,
fino al momento in cui deposita le proprie difese nel merito (art. V, primo comma).
La norma lascia agli arbitri la possibilita di giustificare il ritardo nella presentazione
dell’eccezione ad opera delle parti, ma, qualora non lo facciano, la valutazione di
non ammissibilita per tale motivo puod essere oggetto di impugnazione davanti al
giudice statuale.

L’art. V, terzo comma, stabilisce il principio della c.d. Kompetenz-Kompetenz au-
torizzando gli arbitri a decidere essi stessi sulla propria competenza e sull’esistenza
o la validita dell’accordo arbitrale o del contratto cui la clausola arbitrale afferisce
(Franco Ferrari, 2001, 490). Il riferimento all’intero contratto ha fatto il sorgere il
dubbio che la Convenzione avesse preso posizione in senso negativo rispetto al
principio dell’autonomia della clausola arbitrale (con la conseguente separabilita).
La principale dottrina ha, sottolineato come probabilmente il problema non sia stato
nemmeno preso in considerazione dai conditores della Convenzione, intendendo
essi fare riferimento alle varie legislazioni statali. In ogni caso, la questione sull’au-
tonomia della clausola compromissoria, rimane governata dalla legge applicabile
alle controversie relative all’esistenza e validita della clausola stessa e il giudizio
emanato dagli arbitri sul punto sara, secondo art. V, 3° comma, sottoposto ad un
possibile controllo giudiziario successivo secondo le differenti lex fori.

In ordine alle questioni sollevate dinanzi alle Corti statali, la Convenzione non si
pone il problema relativo all’efficacia davanti al giudice ordinario dell’accordo ar-

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 77



bitrale, poiché il punto risulta gia validamente regolato dall’art. I, 3° comma della
Convenzione di New York. L’aspetto da determinare ¢ ancora una volta quello dei
tempi e modi di presentazione dell’eccezione.

Ferma restando la necessita di un’istanza di parte, I’art. VI, primo comma, vorrebbe
stabilire un termine uniforme per quanto riguarda il momento in cui I’eccezione
deve essere sollevata a pena di preclusione. Tuttavia, come risulta anche dai lavori
preparatori, non ¢ stato possibile superare le diversita nazionali a causa dell’ostaco-
lo collegato alle differente valutazione della natura (processuale o sostanziale), che
i singoli ordinamenti fanno di tale eccezione. Questo fa si che i due termini previs-
ti, prima o al momento della presentazione delle difese di merito, potranno essere
applicati solo dopo che, sulla base della /ex fori, I’eccezione ¢ stata definita quale
processuale o sostanziale (Franco Ferrari, 2001, 491).

4. La legge applicabile al merito e la motivazione del lodo arbitrale.

Problema diverso ¢ quello relativo alla necessita di identificare quale sia la legge ap-
plicabile all’accordo arbitrale. A tale scopo, I’art. VI, secondo comma, trae ispirazi-
one dall’art. V, 1° comma, lett. @), della Convenzione di New York per determinare
quale sia la legge che, governando il patto compromissorio, ne disciplina anche la
questione dell’esistenza e validita.

Una volta stabilita la capacita dei compromettenti secondo la legge loro applicabile,
il principale elemento di riferimento sara la comune volonta delle parti. Ne deriva
che, il diritto al quale le parti hanno sottoposto I’accordo arbitrale sara lo stesso in
base al quale verificarne la validita (art. VI, 2° comma, lett. a)). In subordine, si deve
fare riferimento al diritto del Paese nel quale il lodo deve essere emanato (art. VI,
2° comma, lett. b)).

Ay

E stato pero sottolineato come il differente riferimento alla legge sostanziale
e a quella processuale, non puo essere posto a sostegno della tesi secondo cui
la scelta del diritto applicabile al contratto, dovrebbe essere considerata una
tacita indicazione della legge che governa I’accordo arbitrale.

Ai sensi dell’art. VI, terzo comma, il giudice ordinario dinanzi al quale, sulla base di
una presunta inefficacia dell’accordo arbitrale, sia presentata una domanda sulla st-
essa questione tra le stesse parti di quella oggetto di una procedura arbitrale gia ini-
ziata non potra fare altro che sospendere il proprio giudizio in attesa della pronuncia
arbitrale. Unica eccezione ¢ prevista nell’ipotesi in cui “gravi motivi” rendano op-
portuna un’immediata indagine da parte del giudice ordinario. Tale locuzione, che
pure appare estremamente generica ed imprecisa, € tuttavia sempre stata interpretata
in maniera restrittiva; sono stati considerati ad esempio “gravi motivi” I’esistenza di
un giudicato sulla giurisdizione del giudice ordinario.

In relazione al diritto applicabile al merito della controversia, la scelta fatta dai
redattori della Convenzione nella formulazione dell’art. VII ¢ stata considerata un
compromesso fra le diverse tendenze dottrinali presenti all’epoca. Come sempre,
si lascia ampio spazio alla volonta delle parti, mentre in caso di silenzio da parte
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loro la ricerca della legge applicabile appare un po’ pit complessa, poiché diverse
sono state le interpretazioni sui criteri che gli arbitri devono applicare quando la
scelta sia loro delegata. Cio che € ormai considerato pacifico ¢ che quest’ultimi non
siano, né condizionati in alcun modo dalla sede dell’arbitrato, né debbano neces-
sariamente scegliere di applicare il diritto internazionale privato di un qualunque
Stato. Essi possono basarsi su un’applicazione cumulativa delle norme di conflitto
che sono correlate a vario titolo con la controversia. Cio, del resto, ¢ in linea con
I’opportunita, evidenziata dalla norma, che gli arbitri tengano comunque conto delle
previsioni contrattuali e degli usi per il commercio.

L’art. VIII della Convenzione di Ginevra contiene una presunzione in base al quale,
nel silenzio delle parti, il lodo deve essere motivato.

A suo tempo la norma cred qualche problema apparendo restrittiva, nei confron-
ti di quegli ordinamenti, come quello britannico, in cui ’assenza di motivazione
costituiva la regola. D’altra parte, mentre in passato I’assenza di motivazione era
stata considerata in qualche Paese quale violazione dell’ordine pubblico e, in quanto
tale, motivo di rifiuto del riconoscimento, oggi la giurisprudenza convenzionale lo
ritiene un elemento disponibile ad opera delle parti. Infatti, la giurisprudenza sulla
Convenzione dei vari ordinamenti giuridici, non ha peraltro dubbi sulla ammissibil-
ita di riconoscere un lodo estero senza motivazione, purché non in contrasto con la
volonta delle parti (Franco Ferrari, 2001, 494).

5. Il riconoscimento dei lodi arbitrali esteri.

La disposizione senza dubbiosi principale interesse ¢ quella contenuta nell’art. IX,
ove vengono anzitutto sancite la tassative ipotesi per le quali I’annullamento della
sentenza arbitrale potra impedire il riconoscimento o I’esecuzione in un altro Stato
contraente. Si tratta esattamente dei motivi di cui all’art. V, primo comma, lettera da
(a) a (d) della Convenzione di New York (Gian Franco Borio,2003, pag. 89).

E evidente che cid trova applicazione solo fra gli Stati che sono parte dell’accordo
del 1961: ma, sempre il citato art. IX mira su questo punto a risolvere i rapporti
fra le Convenzioni di New York e di Ginevra per quei Paesi che, ad esempio
I’Italia ed Albania, aderiscono ad entrambe.

Infatti ¢ stabilito che I’art. V, primo comma, lettera (e), dell’accordo del 1958 veda
ristretta la sua applicabilita ai soli casi di annullamento previsti nel primo comma
del medesimo art. [X.

In concreto si potranno ad esempio accordare il riconoscimento e I’esecuzione della
sentenza arbitrale anche se questa, dinanzi al giudice dello Stato di provenienza, ¢
stata annullata per contrarieta all’ordine pubblico interno, con un ulteriore amplia-
mento della sfera di circolazione dei lodi internazionali.

L’aver dettato a Ginevra nel 1961 precise norme sulla procedura arbitrale importa
poi che la loro violazione rientri nel motivo di cui all’art. V, primo comma, lettera
(d) della Convenzione di New York, e quindi al possibile rigetto della domanda di
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riconoscimento: una conseguenza rilevante, se si tiene conto che le regole della
Convenzione di Ginevra del 1961 si reputano applicabili anche implicitamente negli
arbitrati fra parti residenti in Stati contraenti diversi.

6. Considerazioni conclusive

L’arbitrato commerciale internazionale ¢ il mezzo tipico per la soluzione di contro-
versie sorte da operazioni del commercio internazionale tra persone fisiche o giurid-
iche aventi, la loro residenza abituale o la loro sede nel territorio di Stati contraenti
diversi.

L’obiettivo principale della Convenzione di Ginevra del 1961 ¢, appunto, I'unifica-
zione delle legislazioni nazionali al fine di consentire una soluzione piu efficace del-
le controversie di diritto privato di arbitrato e di facilitare le relazioni commerciali
tra gli Stati membri. Infatti, la Convenzione trova il suo principale fondamento nel
desiderio di perfezionare il regime dell’arbitrato internazionale, per farne un utile
strumento di soluzione delle controversie, in grado di favorire lo sviluppo del com-
mercio internazionale. A questo scopo, si tende da un lato a dare il massimo peso
all’autonomia ed alla volonta delle parti, dall’altro a disciplinare tutti i momenti piu
importanti dell’arbitrato. In effetti, la Convenzione di Ginevra del 1961, ha posto
rilevanti principi in punto soprattutto di procedura arbitrale; essa disciplina tutte le
fasi del procedimento arbitrale, dalla conclusione della convenzione arbitrale all’es-
ecuzione o annullamento della sentenza.

Si deve sottolineare, infine, che I’ambito di applicazione dela Convenzione di
Ginevra del 1961 appare indubbiamente piu ristretto, rispetto a quello della Con-
venzione di New York del 1958, sia per quanto riguarda gli stati aderenti (31 Stati
membri a diferenza di 172 stati membri della Convenzione di New York), sia per
quanto i limiti posti dalla stessa Convenzione: applicabilitd in materie alle sole “op-
erazioni del commercio internazionale” con entrambi contraenti che abbiano la res-
idenza abituale o la sede giuridica in Stati diversi.
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Abstract

This paper aims to analyse the shift of competences in investment policy from the
Member States to the European Union. Since the Treaty of Rome, the investment
policy has ignited many debates on possible reforms concerning the allocation of
the competences which were given to the Union only after the entry into force of
the Treaty of Lisbon in 2009. The aftermath of the Lisbon Treaty brought to light
many reforms and transformations in this area mainly through two landmark cases
such as Achmea (2018) and Komstroy (2021), together with the 2020 Agreement
for the termination of intra-EU BITs thus putting to an end the old pre-Lisbon era.
The purpose of this article is to analyse this perplexing transformation through a
study of the most important cases decided by the CJEU as well as the Agreements
and Regulations established by the Union. This selection of sources enables us to
understand the new standards of the European Union in this domain and create an
idea of what is to be expected in the future.

Keywords: Investment policy , European Union , Member States , Lisbon Treaty ,
CJEU

Introduction

Is the European Union creating new standards in investment policy or just shaping
the old ones, and more precisely is aiming at a so-called European model likewise
the other policies? What is the role of the CJEU ‘s ruling in shaping and interpreting
the EU’s competences in investment policies and what are the implications on the
division of competences?

These questions are fundamental when analysing the role of the EU in the invest-
ment policy and what impact the shift has brought to this area. As outlined in the
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introduction of this issue, our understanding of investment policy within this con-
text is a dynamic one that is altered and disputed over time. In alternate terms,
investment policy is going to be seen as an area with a multifaceted trajectory or-
chestrated by numerous regulations, agreements, and court rulings. Nonetheless, it
is indispensable to mention that the entry into force of the Treaty of Lisbon heralded
the “wind of change” in this area.

Preserving the European identity has been the main goal of the European Union.
This idea is repeatedly demonstrated by the competences that have been allocated to
the European Union in many fields, deemed as imperative for its existence. The in-
vestment area is considered a complex field due to the numerous and persistent con-
tentions of the Member States regarding to whom the competences should belong.
The idea of having unified policies under the European legal system has sparked an
array of debates among the community due to concurring approaches they have. The
bolstering of this initial aim was de facto formalised in the signing of the Lisbon
Treaty in 2009 from where it was decided that the European Union will have exclu-
sive competences in the investment policies.

The paper will be structured as follows. First, it will offer a comprehensive back-
ground through historical lenses, beginning with the pre-Lisbon era and proceeding
with all the alterations this Treaty brought to the European community. Second, it
will discuss whether the Investment policy has gone through a pertinent transition
or the only changes have been pseudonymous by putting a strong emphasis on some
landmark cases and Agreements pertaining to this domain. Third, it will illustrate
the current situation the investment policy is facing and what is to be expected from
the EU in the following years. The aim is to show the transition of the investment
policy and the new approach the community has toward investments among each
other and outside the EU community. Finally, the conclusion will bring the main ar-
gument back home, namely the shift of competences will still be a source of debate
in the community and will bring to the surface the ongoing challenges this realm is
confronting.

The historical dimensions of investment policy

The division of competences of investment policy needs to be delineated into two
temporal phases, respectively the pre-Lisbon era and the aftermath of this Treaty.
The significance of the investment area escalated in 1890. Hereinafter, debates rose
between the Member States and the EU regarding the distribution of the competenc-
es in this area. During the preparation of the Treaty of Rome, there were attempts in
discussing these matters®, particularly in the realm of export policies. The outcomes
from the Treaty of Rome were not beneficial for the EU because the competences
remained to the Member States.

89 The preparation of the Treaty of Rome sparked numerous discussions and Spaak Report ad-
dressed a potential competence the EU could have regarding FDI fluxes.

See Christian Salm, Impact of the ECSC Common Assembly on the politics, negotiation, and con-
tent of the Rome Treaties, pp.5
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A new Treaty took place in 1992 in Maastricht where the Commission suggested
altering the Common Commercial Policy by integrating also some competences
the Member States had over the investment policy. Nonetheless, the MS remained
impermeable to any recommended adjustments on this matter, thereby leading
to the failure of this proposal from the Commission. Despite the outcome of the
proposals, the EU exacerbated its role in this domain due to a spill- over effect
that gave rise to the shared competence in regulating investment market access. *°
In the historical retrospect, the allocation of competences within the EU has been
evasive thereby prompting concerns of the Member States about their competences
and experiencing ‘competence creep’.’’ The proximity of this area with the areas
protected under the EU made this dynamic inevitable to fall into the aforementioned
event.

The Member States had exclusivity over the investment policy for a certain amount
of time albeit they were compelled to abide by certain rules set by the EU legal
sources. Moreover, the Common Commercial Policy of the Union, stipulated the
limited role of the EU in the realm of investments thus giving precedence to the
Member States. The complexity of this situation derived from the EU’s authority
regarding any market-related treaty, therefore requiring its involvement.

Subsequently, the Treaty of Nice came as a way to cover up the failure of the pre-
viously ratified treaty and prepare the Union for further Eastern enlargement. Many
proposals were made by the Commission concerning the EU’s reforms. Whilst, the
Member States were reticent about any prospective changes in the sphere of inter-
national investment policy that would possibly erode the competences from them.
The spill-over effect nonetheless was insurmountable in this Treaty likewise,”” as
the EU was bestowed with exclusive competences by virtue of the CCP in certain
parts of this domain. %

The following Treaty, namely the Treaty of Maastricht played a marginal role re-
garding the investment policy. Again this Treaty dealt with the issue of the Union’s
competences in foreign economic relations.”The Commission suggested Member
States reforms of the investment area, especially for expanding the scope of CCP.
Yet, such suggestions met the reluctance of the Member States who remained firm
about defending their competences. As a consequence, the Treaty of Amsterdam did
not bring any innovations on this matter.

The Lisbon Treaty constituted a pivotal moment regarding the exclusive domain of

90 Basedow, Robert, A legal history of the EU’s international investment policy. Journal of World
Investment and Trade (2016) 6

91 See Sacha Garben, Competence Creep , University Association for Contemporary European
Studies and John Wiley & Sons Ltd (2017) 2

92 Supra note 2, pp 13

93 Article 133 Treaty Establishing the European Community EC

94 Treaty Establishing the European Community (EC) [1997] 40 OJ C340.

95 European Commission, ‘Report on the Operation of the Treaty on the European Union’ (internal
document) SEC (95) 731 final, 1-7.

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 83



investment policy within the Union.”® The attribution of the competences derives
from the Treaty of the Functioning of the European Union, which empowers the
EU to legislate and adopt legally binding acts in this area. In consonance with the
article 207 TFEUY, it is unequivocally stated that the European Union has exclusive
competences in investment policies. Additionally, an innovation brought up is the
term ‘foreign direct investment” which ignited several discussions concerning the
scope of competence, by including here EU institutions, national ministries, and
academia.”®

The Investment Policy in the hands of the EU.

The pronouncements of the Union’s institutions have occasionally been deceptive
whether there is a continuity of the old standard or there is a new one regarding the
model of BITs. Meanwhile, scholars or literature have never explicitly accepted that
there was a precise model of developing BITs by the member states before the Trea-
ty of Lisbon which leads to the idea that there is not a model which can be modified.

Before transferring the exclusive competences, each member state adhered to the
Laissez-faire liberalism*when participating in BITs, whose model was primarily
focused on investment protection rather than the protection of human rights or other
types of principles. This distinctive approach that member states had during these
practices created a certain European model, which was why it would be endured
even after the cessation of competences.

According to the European Commission, starting from 2013 until the end of 2019,
the Member States have concluded approximately 1300 BITs. After the shift of
competences, Regulation 1219/2012 was the first legislation concerning BITs. The
so-called Grandfathering Regulation was used for the existing BITs to be in confor-
mity with EU law and therefore still to exist. Nonetheless, through the authorization
principle, the Union is empowered to re-negotiate or alternate the existing BITs with
third countries.

The European Commission stated that such ‘practices applied by the Member States
would still be incorporated into the new European model and the Member States
would not have to endure anything worse off than they would be under Member
States” BITs’.!® This reassurance rendered evident the idea that the future EU in-
vestment agreements are going to uphold the aforementioned principles but at the

96 Treaty of Lisbon Amending the Treaty on European Union and the Treaty Establishing the Eu-
ropean Community

97 Treaty on the Functioning of the European Union

98 Titi, International Investment Law and the European Union: Towards a new generation of Inter-
national Investment agreements. European Journal of International Law, 26(3), 641-642 (2015).

99 Titi, 'EU Investment Agreements and the Search for a New Balance: A Paradigm Shift from
Laissez-faire Liberalism Toward Embedded Liberalism?’, 86 Columbia Foreign Direct Invest-
ment Perspectives (2013).

100 European Commission, Towards a Comprehensive European International Investment Policy,
Communication, COM(2010)343 final, 7 July 2010, at 9, 11
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same time would apply its principles.'’! Therefore, it is evident from the Commis-
sion’s declaration that the “best practices” of the member states will ultimately serve
as an inspiration for the Union’s new agreements.'*

Recently, the Commission took action towards BITs by concluding the Agreement
of termination of intra-EU BITs in 2020.'” The rationale behind this is the aim to
establish a uniform model of investment within the EU, in conformity with the Eu-
ropean legal framework. The Commission decided to uphold that intra-EU BITs are
in violation of EU law.

The conflicts with the principle of non-discrimination asserted in Art.12 TFEU'™
and Art.46 VCLT'® are the apexes of discrepancy of the intra-EU BITs which will
lead to the jeopardizing the Union and its legal basis. The Commission raised the
magnitude of the pressure on the Member States for them to withdraw from the in-
tra-EU-BITs they had signed after the decision of the CJEU concerning the case of
Achmea.'’ This landmark case was the beginning of a series of actions taken by the
Commission to put an end to the ‘old European model’ and emphasize the suprem-
acy and relevance of the EU law.

TheAgreementin2020cameastheresultofthisrulingwhichtriggereddiscussionsonthe
relationship between EU law and investmentarbitration, the precedence of EU law, and
the necessity for an EU-wide strategy for resolving investment disputes within the EU
On January 15, 2019, all EU member states in tandem announced, among other
points, their intention to “[...Jterminate all bilateral investment treaties concluded
between them by means of a plurilateral treaty or, where that is mutually recognized
as more expedient, bilaterally.”'”Later, on May 15, 2020, the Agreement for the
termination of BITs between the Member States of the European Union was signed
by taking a new path in this domain. Nonetheless, this Agreement generated an ex-
cessive amount of discussion toward the sunset clauses addressed by Art. 2(2)'%®and
Art.3'% yet it still provided a solution regarding this issue. An important feature of

101 Human rights, social and environmental standards in International Trade agreements European
Parliament resolution of 25 November 2010 on human rights and social and environmental
standards in international trade agreements (2009/2219(INI)) (OJ C, C/99, 03.04.2012, p. 31,
CELEX: https://eur-lex.europa.eu/legal- content/EN/TXT/?uri=CELEX:520101P0434)

102 Titi, International Investment Law and the European Union: Towards a New Generation of In-
ternational Investment Agreement, The European Journal of International Law (2015), pp 640-
641

103 http://data.europa.eu/eli/agree_eums/2020/529/0j

104 Supra note 8

105 The article concerns provisions of internal law regarding competence to conclude treaties. Vi-
enna Convention on the Law of Treaties (1969) (un.org)

106 C-284/16

107 See Declaration of the Member States of 15 January 2019 on the legal consequences of the
judgment of the court of justice in Achmea and on investment protection in the European Union

108 Intra-EU BITs (Annex A) along with their sunset clauses and declares that they cannot serve as
legal bases for arbitral proceedings

109 See https://legal.un.org/ilc/texts/instruments/english/conventions/1_1 1969.pdf
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this Agreement is the promotion of the CJEU as the exclusive jurisdiction thus en-
hancing legal certainty, coherence, and consistency in investment protection.

Another issue concerning the incompatibility is related to the Energy Charter Treaty
which is considered to be one of the most crucial multilateral instruments pertain-
ing to energy. The Treaty entered into effect on 16 April 1998, and for an extensive
span of time has sparked many debates among the EU institutions regarding the
different aims they oversee. This Agreement keeps the EU and the Member States
defenseless against potential legal actions associated with the application of the EU
law. It was a complex process of deciding whether ECT was incompatible with EU
law or not until 2021, meanwhile the Commission suggested to Member States to
withdraw from their intra-EU bilateral investment treaties.''’As it is considered to
be an axiom, the EU cannot sign international treaties that contravene EU law. As
a result of this, the ECT legality must be juxtaposed with the EU legal framework.
The aftermath of the Achmea decision placed again under the spotlight the status of
the ECT and its compliance with EU law. The CJEU provided a thorough answer to
this impasse with its ruling in Komstroy case.'"!

The EJC came to the conclusion that the principles originating from Achmea were
applicable also in the aforementioned instance which led to the inapplicability of
the ECT. Thus, Komstroy was the case that confirmed unambiguously the incom-
patibility of the ECT with EU law. Despite all the attempts in modernising the ECT
the Member States refused to consent to any further updates due to the stale nature
and discrepancies it had. On 7 July 2023, the Commission adopted proposals to
withdraw the EU and Euratom from the ECT.'"?

The investment policy today

The EU is leading the world in the reform of investment policy, and since the Lis-
bon Treaty’s implementation, significant alterations have been introduced to invest-
ment policy both at the European and global levels.!"*Since the entry into force
of the Lisbon Treaty, the goals have changed significantly. More specifically the
areas concerning climate change, and environmental degradation. Another break-
through relates to the EU taxonomy, which intends to make it easier for investors to
switch their money from unsustainable to sustainable economic activities in order to
achieve environmental sustainability and, more precisely, climatic neutrality within
the next 30 years.

Presently the prioritized topics are vastly distinct from what the Member States

110 See ‘Commission asks Member States to terminate their intra-EU bilateral investment treaties’,
Press release, 18 June 2015, https:/europa.eu/rapid/press-release IP-15- 5198 en.htm+&c-
d=1&hl=it&ct=clnk&gl=it.

111 C-741/19

112 See the Declaration of EU withdrawal for the ECT. https://energy.ec.europa.eu/publications/
coordinated-eu- withdrawal-energy-charter-treaty en

113 European Parliament resolution of 23 June 2022 on the future of EU international investment
policy (2021/2176(INI))
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were primarily focusing on. The present global challenges and dynamics convey
the foundation for the investment policy’s progress. Forging an optimum equilib-
rium between incentivizing investment and shielding public policy interests is one
of the biggest issues of concern. Some major components of this updated strategy
are incorporated in its agreements with Canada, Singapore, and Vietnam. Standards
of investor protection are raised to a significantly greater extent, particularly with
regard to curbing unfair discrimination and depriving justice.

The EU established a new court known as the Investment Court Systems (ICS)
in EU agreements different from the above mentioned national and international
courts. Countless contradictions that occurred between the EU Treaties and the
ISDS rulings came to light and became a prominent barrier to the legal certainty,
uniformity, and coherence the Union sought to establish."“By recommending in-
ternal legislation aimed at regulating foreign subsidies, ICS brought about an as-
sortment of reforms in the legal system. In Opinion 1/17'%, the ECJ validated the
new court’s adhering to EU law, clearing up any confusion about it. The Investment
Court System is already in use by providing the new approach of the EU in the
agreements concluded with Canada and in the ongoing processes with other nations
such as Singapore, Vietnam, and Mexico. This modernization spots a major empha-
sis on investor protection, seeks to diminish the likelihood of any future misconduct,
and serves as a hindrance to the rights governing the public interest.

The European Union is facing progressively calamitous and volatile impacts due to
climate change, resource depletion, and other sustainability-related queries, there-
fore taking immediate action is required to mobilize capital not just via public poli-
cies but also through the financial services sector.''® Often the EU is seen as the main
leader in promoting sustainability in many spheres it operates and the investment
area is one of them. This is mainly done through the funding the EU is providing,
thus making its goals more bearable to be achieved. The transition to a more sustain-
able economy by 2050 offers new opportunities for companies and citizens across
the EU. Today many investors have already initiated their sustainability journey,
although facing many obstacles.

The reason of the Union’s arrange is to guarantee the long-term competitiveness of
its economy and to spur private subsidizing and ventures toward a more feasible
advertise. The Commission is playing a key part in these changes by proposing
modern rules for Natural, Social, and Governance(ESG) rating suppliers in arrange
to advance the responsiveness on the showcase for feasible ventures. With the assis-
tance of this control, monetary advertise players and money related advisors will be
considerably more imminent approximately how maintainability dangers are joined
into their speculation choices and venture or protections advice. Furthermore, it
intents to disentangle economical proceed to contribute positively goals of the Eu-

114 Puccio. L., & Harte. R., (2017) From arbitration to the investment court system (ICS), p.9-11
115 CURIA - Documents (europa.eu)
116 See REGULATION (EU) 2019/2088
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ropean Green Deal.!”

Bearing in mind that the global dynamics especially after COVID-19 are shifting
to a more digitalised pathway, it was unsurprising that the Union would put a solid
accentuation too in this matter. With the main aim of making the EU more competi-
tive globally, many fundings have been provided in order to improve the domain of
blockchain, artificial intelligence, and e- commerce.

These activities have invited the so-called Digital Decade arrangement programme
2030,"® with concrete objectives and targets in four key zones for the advanced
change of the economy. Such change is in congruity with European standards count-
ing here advanced sway in an open way, regard for principal rights, the run the show
of law and popular government, incorporation, availability, correspondence, main-
tainability, versatility, security, moving forward quality of life, the accessibility of
administrations and regard for citizens’ rights and desires.

Conclusion

The investment policy has endured a major transformation since the allocation of
the exclusive competences to the European Union. This realm has been shaped and
altered on the basis of the main objectives of the Union. The European Union re-
affirmed its position as a key actor in the global investment framework when after
the Lisbon Treaty got exclusivity over foreign direct investment(FDI) and the with-
drawal from all the Intra EU-BITs that contravened the EU law thus removing any
competences for the Member States.

Throughout this study, we have delved into the pathway of investment policy
through historical lenses, starting from the evolution of competences during the
pre-Lisbon era to the aftermath of the Treaty. The hesitance of the Member States on
renouncing to abandon their established paradigms regarding this matter is the best
example to illustrate the challenge of finding an equilibrium between the EU level
and national sovereignty.

The clashes between the EU law and the investment policy regulation in the pre-Lis-
bon era undermined the supremacy and the relevance of the former one. Therefore,
two landmark cases such as Achmea and Komstroy, and the Agreement deriving
from the first case were instrumentalised to put to an end this era of discrepancies.
By providing legal certainty and coherence in the realms of investments, the EU
strengthens its identity.

The EU has been motivating the development of the investment policy by concen-
trating on global dynamics. The objectives of establishing a developed and sustain-
able market have led to considerable funding in areas such as sustainability, digi-
talization, and an effective judiciary. Its position in the global landscape has been

117 See the factsheets by the Commission The European Green Deal (europa.eu)

118 See the proposal for establishing the 2030 Policy Programme “Path to the Digital Decede”
https://www.consilium.europa.eu/en/press/press-releases/2022/11/14/declaration-on-digi-
tal-rights-and- principles-eu-values-and-citizens-at-the-centre-of-digital-transformation
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increased by such initiatives that are considered to be effective and innovative for
facing the nowadays challenges.

As the EU continues to undergo to many challenges over time, the debates are ex-
pected to be present at any time, albeit not in the sense of disequilibrium this do-
main. The debates between actors such as the Union and the Member States need
to be seen from a constructive way therefore leading to further improvements in the
investment policy that will attract investments and keep redefining the European
identity on the international stage.
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Abstract

This article explores the dynamics of international academic mobility within Alba-
nian higher education, with a particular focus on Aleksandér Moisiu University of
Durrés (UAMD). Drawing on institutional reports, European policy frameworks,
and relevant scholarly literature, the study analyzes both the achievements and on-
going challenges associated with student and staff mobility. The findings highlight
the university’s progress in engaging with Erasmus+ and other mobility programs,
while also addressing the systemic barriers that hinder equitable access and long-
term institutional benefits. The article concludes with targeted policy recommen-
dations aimed at optimizing international mobility as a mechanism for sustainable
academic development.

Keywords: international mobility, higher education, Erasmus+, UAMD, double de-
gree programs, academic exchange

Introduction

Internationalization is one of the most important topics of the last decade in the
field of higher education. In the context of integration into the European Union,
internationalization standards in higher education offer opportunities to improve ac-
ademic quality and to contribute to the socio-economic development of the country
(European Commission, 2022). As an integral part of it, interculturalism in teach-
ing, inclusive scientific research, and institutional interaction within and between
universities (Knight, 2004) provide assurance in making this process more concrete
and tangible. Internationalization includes various components like student and staff
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mobility, dual and joint degree programs, international research projects, and publi-
cations in international journals (de Wit et al., 2015).

As part of its accession to the European Higher Education Area (EHEA), Albania
has increasingly prioritized student and staff mobility to align with European stan-
dards, enhance institutional capacity, and foster cross-border academic cooperation
(European Commission, 2023; Ministry of Education and Sports, Albania, 2022).
Research has demonstrated that international mobility enhances the quality of high-
er education by fostering intercultural competencies, improving the employability
of graduates, and stimulating innovative research (Teichler, 2017; Beine, Noél, &
Ragot, 2014).

Universities that are open to international cooperation achieve better results glob-
ally and benefit from academic and cultural diversity. Although Albania is part of
the Bologna Process and European programs such as Erasmus+, Albanian higher
education institutions (HEIs) face structural and financial difficulties (Tempus Proj-
ect, 2013). Many universities lack a clear internationalization strategy and face a
shortage of specialized human resources in this field (MoESY, 2021).

Aleksandér Moisiu University of Durrés (AMU), one of Albania’s youngest public
universities, offers an illustrative case for examining both the advancements and
limitations of international mobility initiatives (AMU International Office, 2023).

This paper explores these dimensions in the context of AMU’s engagement with
international academic exchange programs and discusses both the challenges and
successes of these initiatives.

2. Institutional Successes in International Mobility
2.1 Erasmus+ and European Engagement

Aleksandér Moisiu University of Durrés has actively participated in the Erasmus+
programme, which has become a principal mechanism for mobility and coopera-
tion between Albanian and European institutions (European Commission, 2023).
By means of Erasmus+, the institution has enabled student and academic staff ex-
changes, therefore promoting internationalization of its curriculum and encouraging
intercultural competencies among its academic community (Teichler, 2017). Re-
flecting an increasing trend from previous years, UAMD reported in the academic
year 20222023 64 students and 41 academic staff members who participated in
Erasmus+ mobility (UAMD International Office, 2023).

On the context of institutional collaboration, the university has developed bilateral
cooperation agreements with institutions in countries such as Italy, Germany, Tur-
key, and the Western Balkans region. These agreements enable joint research, staff
development, and student mobility, and serve as platforms for knowledge transfer
and collaborative innovation (Ministry of Education and Sports, Albania, 2022). As
of 2023, Aleksandér Moisiu University had over 45 active inter-institutional agree-
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ments across 18 countries, enhancing its visibility and engagement in the European
Higher Education Area (UAMD International Office, 2023). International partner-
ships not only strengthen the university’s global footprint but also encourage the
development of joint academic programs, including double degree initiatives. The
prospective shows that, the achievements of international educational practices ori-
ented UAMD in adopting Bologna Process standards, such as the European Credit
Transfer and Accumulation System (ECTS) and student-centered learning models
(Jung, 2014). Additionally, the expansion of English-taught courses has improved
the university’s attractiveness to foreign partners and facilitated outgoing mobility
(Duro & Kuka, 2021). Currently, UAMD offers over 30 courses in English, particu-
larly in economics, tourism, and computer science (UAMD, 2022).

Institutional collaboration helped Aleksandér Moisiu University of Durrés to be en-
gaged in EU-funded capacity-building initiatives aimed at improving institutional
governance, fostering digital transformation, and promoting inclusive education
(Tempus Public Foundation, 2022). These projects have strengthened the universi-
ty’s administrative capabilities and research infrastructure (Tremblay, 2019). For in-
stance, the “DIGI-UP” project (2021-2024), co-funded by the EU, aims to enhance
digital skills among academic staff and students, and has already reached over 400
beneficiaries at UAMD (UAMD, 2023).

2.2 Development of Double Degree Programs

Double degree programs represent an increasingly popular model of international
collaboration at UAMD. These programs, which enable students to earn degrees
from two partnering institutions — one Albanian and one foreign — have been de-
veloped as part of UAMD’s broader strategy to enhance the internationalization of
its academic offerings and provide students with greater opportunities for cross-bor-
der education. These programs are offered in partnership with universities from the
European Union, such as those in Italy, Germany, and Greece, as well as regional
partners in the Western Balkans.

Research on double degree programs suggests they offer significant benefits to stu-
dents, including increased employability and enhanced international exposure, while
also fostering closer academic relationships between partnering institutions (Perkins
& Neumayer, 2014; EHEA, 2020). In the 2022-2023 academic year, AUMD intro-
duced a double degree program in Business Administration in collaboration with
the University of Bari, Italy, and another in Computer Science in partnership with
the University of Belgrade, Serbia. These programs have not only allowed UAMD
students to gain international qualifications but also to participate in academic mo-
bility, spending a portion of their studies abroad.

What does this process of curricular partnership consist of?

As Europe becomes more connected, there is a need for skilled professionals who
understand global issues, and dual degree programs are designed to equip students
with the knowledge and skills to create new solutions for the challenges that arise in
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this changing European and international environment.

The implemented courses aim to meet the needs of students interested in advanced
studies with a European dimension and who wish to pursue a career in national or
international institutions. Special attention will be given to comparative, pro-Euro-
pean, and internationalist standards and profiles, as well as to the economic implica-
tions of national and international policy decisions.

This approach ensures that the programs train graduates capable of acting with
interdisciplinary competence in their respective fields of implementation. In this
context, essential interpretive tools and models are offered for understanding the
institutional systems of the European partner country (and beyond), along with the
relevant reference environments.

In this way, students will develop strong analytical skills regarding the behavior
of institutional actors within the European Union, as well as the management and
oversight of political and regulatory processes—while also staying aligned with the
latest academic and scientific research developments that highlight recent scientific
achievements.

Such a partnership guarantees the harmonization of practice with theory, contrib-
uting to the construction of the European professional profile by applying essential
knowledge from all major disciplines studied during the academic years. This is
done from a comparative perspective with other academic systems, scientific re-
search fields, and personal achievement arenas, taking into account the economic
consequences and effects of international institutional policies.

Dual degree programs developed in a specific field aim, above all, to provide appro-
priate skills for understanding and solving issues that concern future professionals
simultaneously at both partner higher education institutions.

Aleksandér Moisiu University of Durrés, as one of the leading universities in im-
plementing dual degree programs, has succeeded in meeting both national and in-
ternational academic demands with study programs across all three levels (Bache-
lor, Master, and Doctorate). This gives the institution a new dynamic, a European
dimension, and a competitive standard in line with European partner institutions of
higher education.

The implemented programs respect the academic curriculum and are supported by
institutional agreements between university leaders and carried out with precision
by academic and administrative staff. Proper coordination between the academic
plans of both the institution and its partner aims to ensure that students complete
their studies with a degree that is pre-agreed and mutually recognized by both part-
ner countries. Such an approach greatly increases the chances for graduates to ac-
cess the job market more easily, having received such a comprehensive education.

The first year aims to provide knowledge related to all aspects of the defining ac-
tivities. The following years aim to deepen understanding of issues related to more
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specific aspects of the studied disciplines by increasing the number of elective sub-
jects, which ensures the construction of integrated and differentiated knowledge.
This approach not only fosters a comprehensive grasp of the core principles but also
encourages students to explore their individual interests and career aspirations. By
blending foundational knowledge with specialized topics, learners are better pre-
pared to tackle complex challenges in their chosen fields. Partner universities com-
mit to guaranteeing for each other’s students the same standards as for their own,
ensuring their enrollment, attendance, and graduation according to the respective
academic criteria.

Completing at least one semester at the partner university and fulfilling the credit
requirements defined in the agreement enables students to become active partici-
pants in the exchange process, to build bridges of cooperation with their peers in the
partner country, to share life and academic experiences, and to grow both personally
and professionally.

This comparison of curricula, academic quality, and comprehensive scientific re-
search raises the demand for a profound analysis of institutional qualities, infra-
structure, and academic staff capacities while increasing the institutions’ self-moni-
toring and improvement abilities.

According to the agreement, the unification of the curriculum between partner uni-
versities does not hinder the integration of elective courses, allowing for the reflec-
tion of students’ needs and interests.

Academic training is closely linked to the development of professional skills.
Therefore, the programs offered aim to ensure the acquisition of solid and sustain-
able knowledge for future professionals. Students are encouraged to undertake in-
stitutional internships to gain practical experience. These internships aim to address
real-life cases where students can apply the skills and knowledge acquired during
their studies (legal clinics and professional internships in cooperation with institu-
tions that have competencies in the field of law across all its branches—within the
Albanian, European, and international contexts).

The program aims to train a new generation of professionals capable of integrating
the skills they have acquired with those tested more concretely in the realm of inter-
national professional relations and cooperation.

These programs provide access to a wide range of knowledge and employment op-
portunities in diverse sectors such as public and private, NGOs, business, media,
national and international institutions, and even regional and global agencies.

Thisprogramembodiestheacquisitionofspecializedknowledgeandskillsinareassuch
as economics, law, history, social sciences, politics, international relations, and others.
Mobility with the partner university foresees that all students enrolled in this Dual
Degree from both institutions will complete part of their program at the partner in-
stitution, in accordance with the specific agreement. Students from each university
must complete a certain number of credits during their mobility period at the partner
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university. After completing the academic plan, they conclude their studies with
a thesis developed under the joint supervision of two professors - one from each
university.

This process, as the final step toward the culmination of the academic period, is
carried out before an international jury composed of members from both the partner
university and Aleksandér Moisiu University of Durrés (UAMD), which conducts
a joint evaluation of the thesis. The evaluation is done according to institutional
standards and grading system equivalencies.

The study program complies with the duration set by the respective cycle of studies and
reflectsthetotalnumberofcreditsas defined by the legal framework forthatstudycycle.
The dual degree program takes a broad approach, helping graduates gain advanced
knowledge in methods, culture, and professional skills, so they can create solutions,
including new ones, for the challenges arising in the modern European and interna-
tional scientific environment.

3. Impact and Challenges of Double Degree Programs

The organization of the study program curriculum as a bridge of collaboration be-
tween the two universities and their qualified academic staff paves the way for the
full integration of students into a reciprocal academic environment. This guarantees
the highest quality of teaching and learning, increases students’ employability in rel-
evant job markets, and enhances their chances of employment in the European labor
market. Albanian students will have the opportunity to follow a study program that
ensures: European academic standards, study opportunities in English, academic
exchanges, access to top-tier law libraries.

Internships and professional practice at leading European, Italian, and international
legal entities and law firms-leading to better employment prospects.

For Albanian students, studying in this program will offer standards equal to those
of the partner university. For foreign students, the program is also an opportunity
to become familiar with the history of Albania and the Balkan region, as well as its
long-standing efforts toward integration and cooperation with the EU and its mem-
ber states.

The provision of a joint degree simultaneously offers new opportunities and facil-
itation for Albanian students.Upon completion of their studies, they will receive
a degree recognized in a European country - valid across the entire European and
global labor markets.

Full compliance with standards - The curriculum in its content guarantees compre-
hensive and advanced training in areas of law with an international and European
character, strengthening students’ knowledge in specific fields of study, relevant in-
stitutions, and beyond. This selection of subjects, the opportunity to carry out intern-
ships as part of the program, and independent study for the thesis work contribute
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significantly to developing each student’s individual profile. It gives legal-economic
“value” to their academic career by integrating studies with fields of economic ac-
tivity that require deep expertise. The curriculum design aims to personalize and,
at the same time, provide absolute freedom for students in orienting themselves
toward the job market.

The joint curriculum guarantees greater employment opportunities for gradu-
ates. These include employment in the public and private sectors, in central and
local government institutions - national and international - as well as in European
and international institutions, and with European, international, and regional orga-
nizations. In this way, students are guided toward forming their own academic and
professional path (Qosja & Rrumbullaku, 2019).

Confronting reality — Such a transformation is the result of in-depth reflection
involving students and stakeholders. The university training offer is modular and
capable of addressing labor market demands without compromising quality or its
strong connection to established traditions. This confrontation is directed toward
renewal, offering flexibility that confidently embraces continuous and successive
changes.

The labor market provides employment opportunities in both the public and private
sectors. In the public sector, the need for specialized students is very high. The role
of the professional as a key function in central and local public administration pro-
vides strong employment guarantees for graduates of these programs—especially as
Albania prepares its entire legal framework for harmonization with European law
as part of its path toward EU integration. The same opportunities are also open to
these specialists within European and international institutions. In the private sector,
graduates can integrate into companies, liberal professions, or the non-profit sector,
including organizations, associations, and international and regional foundations.

Student perception - According to INSTAT, a significant number of students still
consider higher education as a key factor contributing to the academic offer and
influencing the improvement of their future standard of living.

The program provides detailed information about the courses offered during the
implementation of the joint curriculum, guiding students toward comprehensive
training both in Albania and in the partner country. The flexibility to follow the
program both domestically and abroad, along with the opportunity to earn a Europe-
an-framed specialization, are reliable steps toward a job market that seeks well-de-
fined academic profiles - such as that of an international legal expert.

Age of entry into the labor market. According to this program, the probability of
faster access to the labor market is increased. Newly graduated students are profes-
sionally trained, ready to seek employment, and hold a diploma recognized at the
European level (Muco & Xhepa, 2022). Whereas previously a diploma required
additional study to bring graduates closer to the labor market or to ensure the main-
tenance and security of employment relations, the double degree program expands

PROCEEDINGS BOOK OF THE 12™
96 INTERNATIONAL CONFERENCE



opportunities and opens horizons for new labor markets or new professions adapted
to the received training.

Opportunity to continue studies at a European university. The program guaran-
tees students the opportunity to continue their studies at the partner university or
at UAMD, with full assurance that they will receive a European-recognized degree
upon graduation. This ensures students international access to develop their studies
with all the academic resources included, while at the same time guaranteeing the
continuation of their studies without adding new financial costs, preserving the es-
tablished status quo but benefiting from an internationally recognized diploma and
the prospects it brings.

Guaranteeing curricular training internships, participation in international activ-
ities and projects, and the possibility of involving students in various studies will
create an additional opportunity for students completing an integrated formative
curriculum to be ready for the labor market.

3.1 Institutional and Policy Implications

To further strengthen the impact of double degree programs, UAMD should con-
tinue to build and diversify its partnerships with universities in the EU and beyond.
It would also benefit from national policy support to alleviate the financial barriers
for students, including co-funding mechanisms that can make these programs more
accessible to a broader student base. Furthermore, aligning these programs with
national labor market needs could help mitigate the risks associated with the brain
drain.

UAMD’s active participation in Erasmus+ and other mobility programs will likely
play a central role in the ongoing success of double degree initiatives, provided that
systemic challenges are addressed.

4. Persistent Challenges
a. Financial Constraints

Despite access to Erasmus+ grants, many students from disadvantaged socio-eco-
nomic backgrounds face difficulties covering full travel and living expenses abroad.
The absence of national co-funding mechanisms further limits access to mobility
for underrepresented groups (European Training Foundation, 2021). A recent sur-
vey by UAMD (2023) found that 38% of eligible students declined mobility offers
primarily due to financial constraints. According to a recent report by the European
Commission, Albania has made progress in student mobility but still lags behind in
the field of international cooperation for scientific research (European Commission,
2022).

b. Administrative and Linguistic Barriers

Applicants often encounter bureaucratic hurdles, such as complex documentation
requirements and inconsistent procedures for credit recognition. Limited foreign
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language proficiency among students and staff remains a significant barrier to par-
ticipation (Qosja & Rrumbullaku, 2019). UAMD’s internal review (2022) identified
the need for standardized mobility protocols and increased language training oppor-
tunities (UAMD, 2022).

¢. Regional and Institutional Disparities

Mobility opportunities are often unevenly distributed within the university, with stu-
dents in urban and better-resourced faculties benefiting disproportionately. Aware-
ness campaigns and mobility advising services are still underdeveloped in peripheral
academic units (World Bank, 2020). Enrollment data from 2022 show that students
from the Faculty of Business and the Faculty of Information Technology account for
over 65% of outbound mobilities (UAMD International Office, 2023).

d. Risks of Brain Drain

While international mobility is designed to enrich domestic academic environments,
there is a growing concern that it may contribute to the emigration of highly skilled
individuals. Many students and staff choose to remain abroad following their ex-
change periods, weakening the long-term development potential of local institutions
(Muco & Xhepa, 2022). Interviews with returnees (UAMD, 2023) indicate a lack of
institutional incentives for reintegration and limited job opportunities aligned with
their enhanced qualifications.

Benefits and Impact of the Program

The benefits of the program are multidimensional, affecting students, academic
staff, and the institution alike:

Students gain a qualification that facilitates access to the labor market without the
need for recognition procedures.

Moreover, the experience of living in the university’s reality in a foreign country
is invaluable for the cultural background, which can positively influence the work
environment.

A single study program awards two diplomas, thereby expanding employment op-
portunities.

A double degree allows for improved foreign language skills.

Development or enhancement of soft skills, which are highly demanded in the labor
market.

Students can also benefit from access to financial support.

The institution facilitates the exchange of academic staff.

The library is enriched with literature from more prestigious universities.
Improvement in quality of performance.

This will enhance the institution’s reputation.

The institution is actively promoting scientific research.
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This has a significant impact on minimizing the phenomenon of brain drain.
Impact on maximizing brain exchange.

The goal is to achieve higher contemporary national and international academic
standards.

4. Policy Recommendations

To maximize the benefits of international mobility, the following measures are rec-
ommended:

Strengthening institutional support structures, including well-resourced internation-
al offices and dedicated mobility coordinators (Ministry of Education and Sports,
Albania, 2022).

Expanding language training and pre-departure preparation programs (Qosja &
Rrumbullaku, 2019).

Enhancing the reintegration process for returnees through academic and profession-
al pathways (Muco & Xhepa, 2022).

Establishing national-level funding schemes to complement EU grants and promote
equitable access (European Training Foundation, 2021).

Promoting policies that value returnees’ international experience within the national
higher education system (World Bank, 2020).

5. Conclusion

Aleksandér Moisiu University of Durrés reflects both the achievements and ongo-
ing challenges of Albania’s efforts to internationalize its higher education sector.
While UAMD has made commendable progress in establishing global partnerships
and facilitating mobility, addressing financial, administrative, and systemic barriers
remains crucial. Strategic policy interventions at both the institutional and national
levels are necessary to ensure that international mobility serves as a sustainable
driver of academic excellence and inclusive development.
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Abstract

La Convenzione di New York del 1958 per il riconoscimento ¢ 1’esecuzione delle
sentenze arbitrali straniere, si considera uno dei trattati di maggior successo nella
storia giuridica, che, con i suoi 172 Stati parte — tutti vincolatisi a dare esecuzione a
tali sentenze —, rende un lodo arbitrale uno strumento spesso ben piu efficace di una
sentenza emessa da un giudice interno.

Lo scopo di questo lavoro ¢ quello di definire la Convenzione di New York del 58
nei suoi tratti essenziali, fornendo una descrizione degli elementi fondamentali che
la contraddistinguono. Ci si soffermera sull’ambito di applicazione della Convenzi-
one, nonché sulle finalita principali della Convenzione, da cui derivano gli obblighi
degli Stati aderenti ad assicurare riconoscimento ed efficacia ai lodi stranieri.

La trattazione prosegue descrivendo gli aspetti principali e i motivi che giustificano
il rifiuto del riconoscimento di un lodo arbitrale, mettendo in luce lo spostamento
su chi si oppone al riconoscimento e all’esecuzione, I’onere di provare uno dei tali
tassativi motivi che possono essere come possibili ragioni di rifiuto dell’esecuzione.

Key words: convenzione di new york, arbitrato internazionale, riconoscimento lodi
arbitrali, esecuzione sentenze arbitrali.

1.Introduzione.

Le regole applicabili alla esecuzione delle decisioni arbitrali straniere sono state a
lungo meno chiare in quanto gli ordinamenti nazionali si sono preoccupati piuttosto
delle sentenze pronunciate dai propri giudici. Questi ordinamenti hanno adottato
nel passato orientamenti tra loro diversi, sostanzialmente riconducibili all’assimi-
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lazione della decisione arbitrale straniera ora a quella nazionale (cosi evitando il
doppio exequatur: Francia, Belgio, Germania, Svezia) ora alla sentenza del giudice
straniero (cosi in Italia, Svizzera, Spagna, Portogallo, Austria). In taluni dei paesi
in cui la decisione arbitrale straniera ¢ assimilata a una sentenza straniera vi ¢ la
garanzia di un doppio controllo (quello del giudice dell’esecuzione ed in sede di
exequatur nel paese d’origine) ma anche I’inconveniente di una doppia procedura
(Piero Bernardini, 2000, pag. 230).

Questa varieta di discipline, dovuta alle tradizioni di ciascuno Stato in materia di
procedura e, piu particolare, di arbitrato, non ha certo contribuito alla piu piena
diffusione dell’arbitrato internazionale. Di qui lo sforzo del legislatore internazio-
nale volto a coordinare I’intervento delle corti nazionali, evitando conflitti di giuris-
dizione tra i vari Stati interessati alla controversia, e a garantire un rapido riconos-
cimento delle decisioni arbitrali.

I primi tentativi veri a livello internazionale per arrivare ad una normativa il piu
possibile uniforme sull’arbitrato sono rappresentati dal Protocollo di Ginevra del
1923 e dalla successiva Convenzione del 1927. Soprattutto quest’ultima recava im-
portanti previsioni in punto di riconoscimento ed esecuzione dei lodi esteri, con una
disciplina che pero risultava di non facile praticabilita per chi richiedeva I’exequatur
delle sentenze arbitrali straniere.

In particolare, fra i molti oneri probatori di cui I’attore era gravato, si doveva di-
mostrare la definitivita della pronuncia privata nello Stato di provenienza, definitiv-
ita che veniva infatti esclusa se il lodo poteva essere ancora impugnato o comunque
contestato nell’ordinamento d’origine. In buona sostanza spesso occorreva instau-
rare due e diverse separate procedure: la prima nel sistema straniero, al solo fine di
costituire quanto necessario per dimostrare la definitivita di quel lodo, la seconda
nello Stato dell’esecuzione, per ottenere il risultato effettivamente desiderato.

Era ovvio che I’esigenza di un vero proprio “doppio exequatur” non semplificava
certo la circolazione delle sentenze arbitrali, ponendovi anzi un vincolo inutilmente
soffocante.

Con la Convenzione di New York del 1958 si perviene ad un decisivo superamen-
to delle insufficienti ed insoddisfacenti impostazioni seguite a Ginevra trenta anni
prima, ideando uno strumento pattizio divenuto ormai punto di riferimento impre-
scindibile per I’arbitrato internazionale.

La Convenzione origina da una proposta formulata in forma di progetto dalla Camera
di Commercio Internazionale di Parigi nel 1953 al Consiglio Economico e Sociale
delle Nazioni Unite (ECOSOC) relativamente alla esecuzione di sentenze arbitrali
internazionali. Nella proposta si parlava in effetti di “sentenze internazionali”, nel
senso di escludere addirittura qualsiasi collegamento con I’ordinamento di uno Sta-
to contraente. Poi, in sede di stesura definitiva, si torno al termine piu tradizionale
di “sentenze arbitrali straniere”, ma ¢ indubbio che il punto di vista adottato dalla
Convenzione di New York ¢ completamente diverso dai suoi precedenti storici.
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2.Ambito di applicazione.

In primo luogo,in base all’art. I, si fa riferimento a lodi emessi sul territori di uno
stato diverso da quello in cui si chiede il riconoscimento ¢ 1’esecuzione (Franco
Ferrari, 2001, 445). Dunque, per quanto riguarda la sfera di applicabilita, la Con-
venzione accoglie anzitutto il criterio territoriale, ricoprendo infatti tutte le decisioni
arbitrali rese in uno Stato diverso da quello in cui si agisce per il riconoscimento
e I’esecuzione. Viene poi prevista 1’ipotesi del lodo considerato come straniero in
punto di exequatur da parte del giudice adito secondo la propria legge. E da sottolin-
eare che nella norma, manca ogni riferimento alla soggezione delle parti alla giuris-
dizione degli Stati contraenti, viceversa necessaria negli atti del 1923 e del 1927, ma
anche a loro distinta cittadinanza (Gian Franco Borio, 2003, pag. 80). Infatti, la for-
mulazione del primo criterio applicativo della Convenzione denota come lo stesso
termine della nazionalitd debba qui essere riferito esclusivamente al lodo, poiché si
precinde dalla qualsiasi considerazione sulla nazionalitd delle parti, che puo essere
anche essere la stessa, senza per questo pregiudicare in alcun modo I'utilizzabilita
della Convenzione (Franco Ferrari, 2001, 446).

Il medesimo art. I, al terzo comma, prevede pero la facolta per ogni Stato di porre
delle riserve alla applicazione del patto multilaterale, con le quali da un regime di
tendenziale uniformita normativa si torna alla piu tradizionale reciprocita. I con-
traenti possono infatti dichiarare di limitare i propri obblighi convenzionali alle sole
decisioni rese in altro Stato anch’esso contraente, oppure, alle controversie che la
propria legislazione considera di natura commerciale.

3.Le finalita principali.

Le finalita principali della Convenzione di New York sono espresse nell’art. 111, da
cui deriva I’obbligo degli Stati aderenti ad assicurare riconoscimento ed efficacia ai
lodi stranieri, con la precisazione che il relativo meccanismo processuale sara quello
previsto dalle singole legislazioni domestiche, mentre per le condizioni a cui sub-
ordinarne il positivo esito occorrera invece applicare quanto stabilito nei successivi
articoli [IVe V.

La Conferenza di New York ha dovuto quindi rinunciare all’idea di porre regole
uniformi anche in punto di procedura, e si ¢ limitata a sancire che gli Stati non
possono rendere piu difficile I’exequatur delle sentenze arbitrali straniere rispetto a
quello per i lodi nazionali. Tuttocid non solo per 1’aspetto economico, ma anche e
soprattutto sotto il profilo processualistico in senso stretto; si impone in sostanza di
non svuotare il contenuto dell’obbligo assunto aderendo alla normativa pattizia con
la previsione di sistemi di delibazione decisamente piu onerosi di quelli domestici,
dovendo invece rimuovere le eventuali forti disparita di disciplina. Si tratta di un
impegno che non puo da solo modificare gli ordinamenti interni contrastanti, neces-
sitando infatti dell’intervento del legislatore, ma che bene indica la strada da seguire
nei casi in cui lo Stato risulti inadempiente (Gian Franco Borio, 2003, pag. 83).
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Cio che pero piu preme sottolineare ¢ I’esclusivo riferimento alle regole sancite di-
rettamente dalla Convenzione di New York sulle condizioni necessarie, ¢ sufficienti,
per ottenere il riconoscimento e 1’esecuzione del lodo arbitrale straniere. Infatti il
giudice ordinario adito in tal senso, non potra valutare la domanda se non in base
agli articoli da IV a VI, i quali vengono cosi a sostituirsi a qualsiasi altra piu rigorosa
norma di diritto interno.

Prima di passare ad illustrare in dettaglio siffatte condizioni, ¢ opportuno una rifles-
sione di carattere preliminare. La Convenzione di New York da la possibilita di sol-
levare alcuni motivi che, se accolti, impediscono il riconoscimento e 1’esecuzione:
tali eccezioni vanno proposte da chi si oppone al procedimento in esame, il che ne
presuppone lo svolgimento in contraddittorio fra le parti interessate. E questa una
conseguenza implicita, ma nondimeno pacifica, dell’imputazione seguita nel 1958;
sara poi il singolo ordinamento statale a stabilire se cio debba avvenire nello stesso
procedimento che porta all’exequatur oppure in una fase successiva.

Le notevoli innovazioni introdotte a New York rispetto al precedente atto di Ginevra
del 1927 appaiono in tutta la loro evidenza se si guarda al riparto degli oneri proba-
tori a carico dell’uno o dell’altro dei soggetti interessati. Tutto quello che il richie-
dente deve necessariamente fare ¢ produrre in originale o in copia autentica la sen-
tenza arbitrale e I’accordo compromissorio: di piu I’art. IV non gli impone, se non
il fornire anche una traduzione certificata dei medesimo documenti nel caso siano
redatti in una lingua diversa da quella del luogo ove si cerca ’efficacia del luogo.

La norma stabilisce inoltre che cio va fatto nel momento della richiesta senza pero
nulla specificare. L’atteggiamento prevalente delle corti nazionali € nel senso di per-
mettere anche una successiva produzione in giudizio dei sopra indicati documenti,
onde evitare di sanzionare in modo eccessivo una irregolarita che viene tempesti-
vamente sanata. Per il resto ’art. IV ha notevolmente semplificato le incombenze
a carico dell’attore, in sintonia con le finalita del patto newyorchese, dando cosi
luogo ad una “sorte di presunzione di riconoscibilita ed eseguibilita della sentenza,
confermata dal successivo art. V.

4.11 “cuore” della Convenzione.

L’art. V ¢ stato definito come il vero e proprio “cuore” della Convenzione; esso
sposta infatti su chi si oppone al riconoscimento e all’esecuzione 1’onere di provare
uno dei tassativi motivi che il medesimo dettato multilaterale indica come possibili
ragioni di rifiuto dell’exequatur, ribaltando completamente la prospettiva seguita a
Ginevra nel 1927 (Gian Franco Borio, 2003, pag. 84).

Le uniche condizioni che vanno accertato d’ufficio dal giudice sono I’arbitrabilita
della controversia e, piu in generale, la non contrarieta con I’ordine pubblico, men-
tre il resto potra essere vagliato solo su istanza di parte.

L’aspetto certo piu rilevante ¢ 1’eliminazione di ogni necessita di un doppio exequa-
tur: non si parla piu di un lodo definitivo bensi di un lodo vincolante. Seppure non
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c¢’¢ ancora perfetta concordanza su siffatta vincolativita, ¢ evidente cha tale nuovo
concetto rappresenta un notevole passo in avanti per una piu agevole circolazione
delle sentenze arbitrali internazionali.

Passando ad illustrare il contenuto delle condizioni poste dalla norma in esame, la
prima (art. V, primo comma, lett. a)) riguarda I’incapacita delle parti o I’invalidita
della convenzione arbitrale. Ci si preoccupa inoltre di fornire indicazioni precise
sulla legge in base alla quale siffatti vizi vanno provati dal convenuto, individuando
la legge personale applicabile ai contraenti in base alle regole di conflitto dello Stato
di esecuzione, per la loro incapacita, nonché la legge scelta dalle parti o, in mancan-
za, dello stato di provenienza del lodo, per I’invalidita dell’accordo compromisso-
rio. Occorre perod un’ulteriore considerazione: seppure non espressamente ribadito
dall’art. V, rimane fermo I’esclusivo riferimento all’art. II e alla sua disciplina in
punto di forma della convenzione arbitrale, la cui inosservanza legittima anch’essa
il rifiuto di riconoscimento ed esecuzione del lodo reso su tale base. Sono quindi
altri gli aspetti che vengono ad essere valutati secondo la legge voluta dalle parti o
del luogo di pronuncia della sentenza arbitrale, ad esempio la mancanza di consenso
dovuta a dolo, violenza, errore, ecc.

L’art. V, primo comma, prosegue alla lettera b) imponendo alla procedura arbitrale
il rispetto del principio del contraddittorio e dei diritti di difesa delle parti. Se infatti
colui che si oppone all’exequatur dimostra di non essere stato informato della no-
mina degli arbitri o della stessa instaurazione del giudizio dinanzi ad essi, o ancora
che non ha potuto difendersi per altri motivi, cio osta al riconoscimento e all’es-
ecuzione del lodo, perché in sostanza emanato inaudita altera parte. Si accoglie cosi
il fondamentale principio del due process pure per I’arbitrato internazionale, anche
se poi i vari giudizi nazionali ne adattano la portata al proprio ordinamento interno,
rifiutando il concetto di norma di carattere internazionale ed uniforme.

L’importanza di questo requisito ¢ confermata dalla sua ricomprensione nel piu am-
pio concetto di ordine pubblico, di cui al successivo secondo comma, lettera b)
del medesimo art. V. Questo in sostanza implica che se la parte non ha sollevato
obiezione in punto di contraddittorio per opporsi alla deliberazione, il giudice adito
potra sempre rifiutarla d’ufficio qualora dovesse accertare siffatta violazione del due
process.

Una ulteriore ragione che, se provata dal convenuto, pud impedire il riconoscimento
e I’esecuzione del lodo ¢ I’eccesso di potere giurisdizionale dell’arbitro, cio¢ la sua
pronuncia su di un oggetto al di fuori della convenzione compromissoria od oltre
i termini di tale accordo (art. V, primo comma, lett. ¢)). Si ammette comunque un
importante temperamento, perché se le questioni vagliate e decise sono molteplici
e solo alcune rientrano nella competenza degli arbitri, queste, se dissociabili dalle
altre, possono essere riconosciute separatamente. Si tratta in sostanza di una ex-
equatur solo parziale, ma che evita inutili complicazione per ’attore.

Nell’art. V, primo comma, lett. d) si impone che la costituzione del tribunale arbi-
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trale o lo stesso procedimento siano conformi a quanto disposto direttamente fra le
parti o in mancanza alla legge del luogo ove si tiene il giudizio.

Il rapporto di questa norma con la precedente lettera b) ¢ nel senso piu garantista dei
diritti di difesa dei soggetti fra cui corre la controversia: se non vengono rispettate le
procedure prescelte o imposte dalla lex loci arbitri, il riconoscimento e I’esecuzione
del lodo possono essere rifiutati; cio potra perd avvenire anche qualora si osservas-
sero le norme processuali ma si violasse il due process a scapito del soccombente.

Infine la lettera e) dell’art. V sancisce che la sentenza arbitrale straniera deve essere
vincolante fra le parti e non deve essere stata annullata o sospesa dal giudice dello
Stato nel quale, o secondo cui la cui legge, ¢ stata emanata.

5.Considerazioni conclusive

La Convenzione di New York del 10 giugno del 1958 ¢ il tassello centrale del mo-
saico di trattati e legislazioni sull’arbitrato che garantiscono il riconoscimento dei
lodi arbitrali e delle convenzioni arbitrali (International Council for Commercial
Arbitration, 2013, pag vii). Per oltre sessant’anni, i giudici nazionali dovunque nel
mondo hanno applicato la Convenzione di New York in modo sempre piu armo-
nizzato e uniforme. Il sistema delineato dalla Convenzione di New York, facilita
notevolmente la circolazione all’estero delle decisioni arbitrali ai fini della loro es-
ecuzione, in misura sicuramente piu rilevante di quanto sia attualmente consenti-
to alle sentenze del giudice statale. E da sottolinearle il fatto che, la Convenzione
¢ ispirata al cosiddetto “favor arbitrati”. Facilita e salvaguarda I’esecuzione delle
convenzioni di arbitrato e dei lodi arbitrali, e cosi facendo favorisce il commercio
internazionale (International Council for Commercial Arbitration, 2013, pag. viii).
La Convenzione ha rinunciato I’idea di porre regole uniformi anche in punto di
procedura e si ¢ limitata a sancire che gli Stati non possono rendere piu difficile il
riconoscimento e I’esecuzione delle sentenze arbitrali straniere rispetto a quello per
1 lodi nazionali. Tuttocio non solo per ’aspetto economico, ma anche e soprattutto
sotto il profilo processualistico.

Infine, in questa direzione va anche il legislatore albanese che per quanto riguarda il
riconoscimento delle decisioni arbitrali straniere, assimila il lodo straniero alla sen-
tenza del giudice: infatti, ai sensi dell’art. 399 del codice del rito albanese, “le dis-
posizioni riguardanti il riconoscimento delle sentenze straniere si applicano anche
al riconoscimento delle decisioni arbitrali straniere”. Il regime disciplinato dal leg-
islatore albanese (artt. 393-399 del c.p.c) si preoccupa di verificare soltanto che la
convenzione arbitrale, la procedura e la decisione non siano effetti da vizi manifesti,
escludendosi comunque ogni riesame del merito (Arsim Berisha, 2013, pag.397).
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Abstract

Migration has been a key feature of Albania’s socio-economic landscape. Over the
past years, the country has witnessed a complex and evolving migration patterns
characterized by a dynamic interplay between emigration, return migration, and
transit journey, with emigration remaining the dominant flow. Albania’s experience
with migration management presents both challenges and opportunities. Many Al-
banians continue to seek better economic opportunities abroad due to persistently
high unemployment rates, low wages, limited career prospects at home and low
standard of living. These outflows are followed by the emergence of return migra-
tion, especially amongst those whose asylum claims are rejected abroad. Return
migration, on the other hand, presents significant challenges for the successful re-
integration of returnees. At the same time, Albania has recently turned into a tran-
sit route for irregular migrants and asylum seekers who want to make their own
way to the European Union. This transit pathway has placed additional pressure on
Albania’s already strained resources, highlighting significant gaps in the country’s
capacity to manage migrant flows, provide adequate services, and uphold asylum
rights. The overlapping nature of these migration patterns not only reveals Albania’s
struggles in addressing the root causes of emigration but also underscores its chal-
lenges in balancing the needs of outgoing migrants, returnees, and transit migrants.
While the country has made significant progress in aligning its policies with EU
standards, the implementation of these policies, particularly in relation to service
provision, training, and capacity building, remains a work in progress. Through a

PROCEEDINGS BOOK OF THE 12™
108 INTERNATIONAL CONFERENCE



detailed analysis of migration trends, challenges and the existing gaps in services
and training, this study provides some policy recommendations for strengthening
Albania’s migration management framework. By employing a qualitative research
approach, 28 in- depth interviews with key informants, including public officials,
NGO representatives, and migration experts, the study offers valuable insights into
current migration trends, policies and practices in Albania.

Key words: emigration, return migration, transit journey, asylum, irregular migrants

I. Introduction
1.1 Background and objectives of the assessment

Migration has been a key feature of Albania’s socio-economic landscape. Over the
past years, the country has witnessed a complex and evolving migration patterns
characterized by a dynamic interplay between emigration, return migration, and
transit journey, with emigration remaining the dominant flow. Albania’s experience
with migration management presents both challenges and opportunities. Many Al-
banians continue to seek better economic opportunities abroad due to persistently
high unemployment rates, low wages, limited career prospects at home and low
standard of living. These outflows are followed by the emergence of return migra-
tion, especially amongst those whose asylum claims are rejected abroad. Return
migration, on the other hand, presents significant challenges for the successful rein-
tegration of returnees.

At the same time, Albania has recently turned into a transit route for irregular mi-
grants and asylum seekers who want to make their own way to the European Union.
This transit pathway has placed additional pressure on Albania’s already strained
resources, highlighting significant gaps in the country’s capacity to manage migrant
flows, provide adequate services, and uphold asylum rights. The overlapping nature
of these migration patterns not only reveals Albania’s struggles in addressing the
root causes of emigration but also underscores its challenges in balancing the needs
of outgoing migrants, returnees, and transit migrants.

In April 2024, the Government of Albania adopted the National Strategy on Mi-
gration 2024-2030 and its Action Plan. The adoption of this strategic document is
an important step for Albania. This strategy is guiding the country’s approach to
improving the management of mixed movements, addressing various aspects such
as asylum, migration, protection, and integration.

While the country has made significant progress in aligning its policies with EU
standards, the implementation of these policies, particularly in relation to service
provision, training, and capacity building, remains a work in progress. Through a
detailed analysis of migration trends, challenges and the existing gaps in services
and training, this study provides some policy recommendations for strengthening
Albania’s migration management framework. By employing a qualitative research
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approach, in-depth interviews with key informants, including public officials, NGO
representatives, and migration experts, the study will offer valuable insights into
current migration trends, policies and practices in Albania.

The objectives of this study are to:

Analyze migration trends and policies in Albania, focusing on the perspectives of
key stakeholders and assessing current practices.

Investigate the day-to-day challenges faced by organizations and professionals who
work with migrants and asylum seekers.

Evaluate the existing practices in providing social care services to migrant popula-
tions and identify any significant gaps in these services.

Explore the training needs and perceived gaps in education and professional devel-
opment for those working in the migration field.

Provide concrete recommendations for improving services, skills, and training to
better support both migrant populations and professionals in the sector.

By delving into these areas, this study seeks to offer a comprehensive understanding
of the migration landscape in Albania and contribute valuable insights toward the
enhancement of Albania’s migration management system, ultimately improving the
quality of services provided to migrants and fostering a more effective response to
the challenges of migration.

1.2 A general overview on migration trends

Albania has long been recognized as a country of emigration, with approximately
one-third of its population residing abroad. The country has experienced one of the
largest contemporary migration processes in the world in terms of scale (as a per-
centage of the current population) and the intensity of international migration since
the beginning of the post-socialist transition (Xhaho, et. al, 2021). Although the
migration process has been a dynamic one since the beginning of the post-socialist
transition, its intensity and characteristics have changed decade by decade. The first
significant wave of Albanian migration, which occurred between 1990 and 1993,
was instigated by the turmoil in socio-political and economic conditions following
the fall of the communist regime (Xhaho, et. al, 2021). According to Vullnetari
(2012), a subsequent wave took place in 1997 due to the collapse of financial pyra-
mid schemes, leading to widespread chaos across the country. The third wave was
triggered by the Kosovo crisis from 1999 to 2000, resulting in nearly half a million
refugees entering Albania. After 2000, the intensity of migration decreased consid-
erably. During the third decade of Albanian migration, we observe an interplay of
emigration, return migration, and transit immigration, with emigration continuing
to be the main flow. The emigration process intensified and diversified (regular and
irregular emigration, brain drain, etc.), and new countries such as Germany, the
United Kingdom, France, and others joined the traditional countries (Greece, Italy)
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of Albanian emigration. This emigration peaked in 2015, when around 67,000 Alba-
nians sought asylum in EU countries, primarily in Germany. During this decade, the
process of return migration also intensified, peaking twice: in the years 2010-2013,
as a result of the global economic crisis, during which many Albanian emigrants
in Greece and Italy lost their jobs, and in the years 2015-2017, due to the return of
rejected asylum seekers, primarily from Germany and France. At the same time, a
small portion of the refugee flows passing through the Western Balkan countries
on their way to EU countries travelled through Albania (Gédeshi & Xhaho, 2024).

1.3 Institutional framework and legal framework

1.3.1 Legal framework

Law No. 79/2021, “On Foreigners”

Law no. 139/2015 “On Local Self-Government”, as amended

Law Nr. 38/2019 “For some additions and changes in Law Nr. 139/2015 “On local
Self-Governance”

Law no. 10/2021, “On asylum in the Republic of Albania”;

Law no. 23/2015, “For the foreign service of the Republic of Albania”;

Law no. 113/2020 “On Citizenship”

Law no. 15/2019 “On Employment Promotion”

Law no. 111/2017, “On legal aid guaranteed by the state”;

Law no. 121/2016, “On social care services in the Republic of Albania”;

Law no. 18/2017, “On the rights and protection of the child”;

Law no. 10 383, dated 24.2.2011 “On mandatory health care insurance in the Re-
public of Albania”, amended;

Law no. 9634 “On Labor Inspection in Albania” (as amended)

Law No. 7703, dated 11.05.1993 “On Social Security in the Republic of Albania”,
as amended

Law 57/2019 on Social Assistance

Law no. 10081, dated 23.2.2009, “On licenses, authorizations and permits in the
Republic of Albania

DCM No. 77, dated 28.1.2015 ‘On mandatory contributions and benefits from the
social insurance and health care insurance system’ as amended

DCM no. 858, dated 29.12.2021, “On determining the criteria, procedures and doc-
umentation for the entry, stay and treatment of foreigners in the Republic of Albania

Instruction No. 286 dated 21.05.2018 on some specific rules for temporary employ-
ees who are employed by employment agencies regulating the recruitment proce-
dures followed by private recruitment agencies, and their obligations to periodically
report to the responsible government authority for employment.
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CoMD no. 101, dated 23.2.2018 “On the manner of organization and functioning of
private employment agencies”

Strategic documents

National Strategy of Migration 2024-2030 and its Action Plan

National Strategy for Development and Integration 2030 (NSDI)

National Strategy of Employment and Skills 2023-2030

National Strategy for Gender Equality 2021-2030

Intersectoral Strategy for Integrated Border Management 2021-2027
Intersectoral Strategy for Decentralization and Local Governance 2023-2030
Local Plans of Municipalities for Migration and the Diaspora

1.3.2 Institutional framework on labor migration

Ministry of Interior / Migration and Anti-Trafficking Department Policy

The Directorate of Anti-Trafficking and Migration Policies serves as the primary
body responsible for developing, coordinating, and monitoring actions and policies
to combat human trafficking. It oversees anti-trafficking efforts at the national, re-
gional, and international levels.

Department for Border and Migration (with the Local Directorate for Border
and Migration: Is responsible for the treatment of the foreigners, with 6 Local
Directorate for the border and migration (Tirané, Durrés, Korcé€, Vlor€, Gjirokastér,
Shkodér and Kukés). According to Law No. 79/2021, “On Foreigners,” migrant
workers are permitted to work within the country’s territory if they possess a unique
permit, unless otherwise specified. The application for this permit is submitted on-
line and reviewed by the border and migration directorates in the region where the
activity will take place. The border and migration authorities issue the unique permit
after obtaining approval from the National Agency for Employment and Skills, ex-
cept in cases where this law, an intergovernmental agreement, or a decision by the
Council of Ministers provides otherwise.

Ministry of Economy Culture and Innovation (MEKI)

Responsible Institution for guaranteeing the right for decent job, vocational educa-
tion and training and responsible for employment reason migration.

National Agency for Employment and Skills is an autonomous public service,
with the status of a central state administration. It operates through the Regional
and Local Employment Offices and the Regional Vocational Training Directorates.
NAES operates through Regional Directorates and Local Employment Offices (36
Employment Offices (12 Regional Directions of the National Employment Service
and 24 National Offices of the National Employment Service). The National Agency
for Employment and Skills is responsible to offer public employment service, in-
cluding vocational training for foreigners and returned migrants.
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State Minister for the Local Government coordinate the job for the design of
the policies and the preparation of the legal and sub legal framework related to the
activities of the local government. Follow the design and the application of the de-
centralization policy process; Coordinate the job with the international partners and
organizations that support the development of the local authorities

Ministry of Health and Social Protection is responsible for the social and health
services for the foreigners with residence permits, for the unaccompanied children,
and the other vulnerable foreigners that are in need for services

Ministry of Finance and Economy as the line ministry responsible for all labor
regulations in Albania, and the provider of the adequate policies in this regard.

General Tax Directorate is the specialized state authority, under the Ministry of Fi-
nance and Economy for the creation, provision, and collection of tax revenues and
social and health insurance contributions in the Republic of Albania. The institution
is organized at the central level with the General Directorate of Taxation, respon-
sible for drafting, monitoring, and implementing effective operational strategies and
policies in carrying out the mission of the institution.

State Inspectorate for Labor and Social Services, through their local/regional
offices, have several inspections regarding employment (though they are more
oriented at safety at work issues). This Inspectorate, performs its duties based on a
provided datasheet for registered  businesses/taxpayers from the General
Tax Authority.

National Business Center, because one of the main missions of this institute is
to carry out the registration of the businesses defined in the law that regulates the
registration of a business, for the purpose of fiscal registration, social and health
insurance, as well as inspection of labor relations.

2.Methodological approach

The methodological approach for this report included both primary and secondary
data analysis. The primary data consisted of 28 semi-structural interviews conduct-
ed with policy- and decision-makers at the central level as well as key practitioners
working in labor migration and migration issues. These interviews explored specific
issues related to migration trends, examining current migration policies and practic-
es in Albania, identifying the challenges professionals face when managing migrant
populations, and evaluating the adequacy of social care services. A critical part of
the interview process was devoted to assessing gaps in training and education for
those working with migrants, as well as exploring the need for capacity building to
improve the skills of professionals in the migration sector. The interviews aimed
to generate recommendations for strengthening Albania’s migration management
framework, improving service delivery, and fostering a more effective and inclu-
sive approach to migration. The secondary data consisted of desk review of reports
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and official government documents, local government administrative documents,
guidelines, operating procedures and official statistical data, all of which provided
insights into current trends in labor migration.

Main analysis and results

An overview of Albanian migration trends, practices and challenges: Capacity
needs and gap analysis

3.1 Emigration

Albania is still considered as one of the main origin countries for illegal migrants
toward EU member states. Although Albania has entered in the list of safe coun-
tries of origin and regardless the measures to prevent abusive asylum applications,
the number of manifestly unfounded asylum applications in Member States and
Schengen-associated countries is still quite high. The peak of asylum requests was
registered in 2015, when around 66,000 Albanians sought asylum in EU countries
(primarily in Germany), ranking fifth in terms of the number of first time asylum
seekers in EU countries (Eurostat, 2016). During the third decade of Albanian mi-
gration, the flows of irregular emigrants were primarily composed of asylum seek-
ers. According to data from EASO, between 2010 and 2019, more than 194,000
Albanian citizens, mostly young people and families with children, applied for asy-
lum for the first time in European countries. In the following years, the intensity
of this form of emigration decreased, partly due to the high rejection rates by host
countries, but the phenomenon remains present. A portion of the irregular emigrants
consists of unaccompanied minors, which represents one of the greatest challenges
of Albanian migration.

According to EUROSTAT (2023), during the period 2012-2022, around 2,125 un-
accompanied children from Albania sought asylum in EU countries. In addition to
irregular migrants and refugees, the concept of migrants also includes other cate-
gories, such as economic migrants and brain drain. One of the characteristics of
Albanian migration, especially in its third decade, is the migration of young people
who are more educated and professionally qualified. According to a study by Leit-
ner (2021), 40 percent of migration flows during the period 2011-2019 consisted of
young people in their 20s with higher education, and 30 percent were young people
on the verge of turning 20 with vocational education. Another concerning phenome-
non is the re-emigration of returnees from immigration. The return of asylum-seek-
ing children to their country of origin is not always a success story, as the lack of
perspective for the future and the absence of access to quality services increase the
likelihood that returnees from emigration will seek asylum again in EU countries
(Xhaho, 2023).

Migration from Albania has been predominantly influenced by a range of economic,
social, and political factors. A significant push factor is the country’s severe econom-
ic difficulties, including high unemployment and low wages, which compel many
individuals to seek better job opportunities abroad (Xhaho, et. al, 2021). Econom-
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ic motivations remain dominant in migration decisions. Recent studies reveal that
nearly two-thirds of Albanian emigrants cite the desire to improve living standards
and secure employment as primary reasons for their migration. While educational
considerations are less common, reported by only 8% of emigrants, their importance
is gradually increasing (IOM, 2022, p. 11). The lack of sufficient job opportunities
and the struggle to earn a sustainable income have driven numerous Albanians to
pursue improved prospects overseas (Gédeshi, 2021, p. 15). The economic instabil-
ity in Albania is further exacerbated by insufficient industrial diversification, which
constrains job creation across various sectors.

Political and social instability also play a crucial role in driving migration. Persistent
issues such as ongoing turmoil, corruption, and ineffective governance create an en-
vironment of uncertainty, prompting individuals to seek stability in more developed
countries (Gédeshi, 2021, p. 18). Additionally, inadequate access to quality edu-
cation and healthcare diminishes the quality of life, particularly affecting younger
generations who are increasingly motivated to move abroad for better opportunities.
Environmental challenges, such as natural disasters and degradation, further con-
tribute to migration by rendering certain areas less habitable and pushing residents
to seek safer environments (Gédeshi, 2021, pp. 20-22).

Pull factors also play a significant role in shaping migration patterns. The economic
conditions and labor market needs of destination countries, such as wage floors and
job availability, influence migration preferences. Recent economic stagnation in It-
aly and Greece, combined with the expansion of skilled migration pathways in Ger-
many and the UK, suggests a potential shift in migration preferences towards coun-
tries offering better wages, working conditions, and integration prospects (IOM,
2022, p. 11).

As regards the needs for addressing migration flows, a policy expert emphasises
“Though, Albania has implemented measures to prevent abusive asylum applica-
tions, there is still a need strengthen its efforts to tackle the phenomenon of un-
founded asylum applications and address the ‘push factors’ behind it. Indeed, the
relatively high number of Albanians seeking asylum in EU has created an urgent
need to measure the real numbers not only of those of involved in but also of po-
tential migrants. Also, it remains an essential element the profile of those people,
their migratory patterns. However, it is not only the number that matter, the very
specific nature of these flows poses challenges in terms of planning and allocating
the necessary resources to prevent the uncontrolled outflows and their return and

re-integration in Albania”. !

Return migration

In recent years, the global economic crisis has led to a sudden increase in the num-
ber of migrants returning to Albania. According to the National Household Migra-
tion Survey (INSTAT et al., 2020) for the years 2011-2019, the number of Albanian

121 Interview with Policy migration expert, January 10, 2024
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citizens who returned in 2019 was approximately 95,064 (Xhaho and Fetahu, 2023).
The two main countries from which Albanian citizens have returned are Greece
and Italy. However, after 2020, there has been a noticeable decline in the trend
of returns from these two countries compared to returns from other EU countries.
According to the returnees’ reports, the majority of returns were prompted by the
absence of proper documentation. The second most common reason for returning
was unemployment in the destination countries (Ministry of Interior, 2023). Alba-
nian migrants return to their country for the following reasons:Forced return by the
authorities of the host countries; Lack of integration into the labor market of the
destination countries; Family or psychological reasons; Return of migrants after
achieving their initial plans for “starting a business” or “saving enough money”.

Meanwhile, the issue of individuals deported from abroad to Albania remains prob-
lematic. More than 70,000 Albanians were deported from 2016 to 2019. Although
there was a declining trend after the outbreak of Covid-19, around 7,485 Albanians
were deported and returned to Albania in 2020. Similarly, in the first half of 2021,
a total of 3,608 Albanians were deported. In this context, policies, action plans, and
measures to support and facilitate the reintegration of returnees are of great impor-
tance (UNDP, 2022).

Challenges in the reintegration patterns

The reintegration of returning migrants into their country of origin, particularly Al-
bania, presents a multifaceted challenge that has been insufficiently addressed in
existing literature. The impact of returnees’ social and human capital on their la-
bor market reintegration is notably underexplored, especially regarding how these
factors influence entrepreneurial activities upon return (Gemi, 2014). The influx of
return migrants has significantly increased unemployment rates within this group
compared to the national average. Data from a 2013 survey indicated that approx-
imately 60% of returnees were unemployed upon their return, a figure that only
slightly improved to around 50% over time (I0M, 2022, p. 83). Employment rates
among women are lower, with 21% employed compared to 37% of men, and higher
unemployment rates of 32% for women versus 56% for men.'?

Although women have priority in the reintegration programs, there is no any tai-
lored made dedicated program targeting their needs. Local job offices are develop-
ing a collaboration with UNDP a program focused on the empowerment of women
in rural areas, including returned women. This initiative will involve various sup-
port packages, including economic aid, and will require substantial efforts to cover
different regions in Albania.'?

Institutional framework for reintegration of returnees

The Regional Directorate of the National Employment Service identifies and col-

122 International Organization for Migration. (2022). Assessment of labour mobility frameworks and their im-
pact on the mobility of Albanian labour migrants.
123 Interview with representatives from Job Offices in Tirana
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lects information about returning migrants based on self-declarations of individuals
approaching Employment Offices. These offices are responsible for job placement
mediation for individuals who seek their assistance and for offering vocational
courses when deemed necessary. The priority in their application process is given,
among other factors (such as being a female head of household, a mother with mul-
tiple children, a recent graduate, etc.), to individuals who have been migrants.

The Decision No. 17, Dated 15.1.2020 On Procedures, Criteria, and Rules for the
Implementation of Employment Promotion Programs through Employment, On-
The-Job Training, and Professional Internships, foresees the categories of returned
migrants as beneficial of the programme: “Unemployed jobseekers eligible to ben-
efit from the programs, according to point 1 of this decision, are from the following
categories: v. Unemployed jobseekers, who have returned from emigration no more
than 2 (two) years ago” Article no III/C.

NAES maintains disaggregated data on the beneficiaries of employment promotion
programs, including a breakdown by gender for returned migrants participating in
these programs. However, the number of individuals benefiting from these programs
remains relatively low (around 56 for the period June 2019- June 2020) compared
to the total number of returnees (12 404 returnees for 2019)'* .

For the period June 2019 — June 2020 a total of 56 returned emigrants have benefited
from the employment promotion programs, according to the following programs:'*

Decision No. 48 “Employment promotion program for unemployed jobseekers in
difficulty” — 41 employed.

Decision No. 47 “Employment promotion program through on-the-job training” — 5
employed.

Decision No. 27 “Employment promotion program for women and girls from spe-
cial groups” — 1 employed.

Decision No. 873 “Employment promotion program for funding, criteria, and pro-
cedures for implementing professional practice programs for individuals who have
completed higher education inside or outside the country” — 1 employed.

Decision No. 162 “Employment promotion program for participation payments in
vocational training courses” — 8 employed

Furthermore, the number of returned emigrants registered as unemployed job seek-
ers at the Local Offices of the National Employment and Skills Agency who par-
ticipated in professional training courses for the period January 2023—July 2023
remains very low. Only 8 returned job-seeking emigrants participated in these
courses at the local offices of NAES in Tirana and Shkodra. In July 2023, the stock
of returned emigrants registered as unemployed in the structures of the National

124 https://arsimi.gov.al/wp-content/uploads/2024/02/vendim-2024-01-31-50.pdf

125 Ministry of Interior, Directorate of Anti-Trafficking and Migration- Technical Secretariat. Monitoring Report

on the Implementation of the Action Plan of the National Strategy for Migration . 2019 - 2022
(June 2019 - June 2020);
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Employment and Skills Agency stands at 423 individuals. In July 2023, a total of 40
returned emigrants registered at the employment offices were employed, but only
16 of them were employed through employment promotion programs (Ministry of
Interior, 2023).

These data highlight significant challenges in the labor market integration of return-
ees in Albania. It reveals that despite the presence of professional training opportu-
nities through the National Employment and Skills Agency (NAES), participation
among returned emigrants remains extremely low. These figures indicate that re-
turned emigrants are facing substantial difficulties in integrating into the Albanian
labor market, with limited access to training, employment, and sustainable reinte-
gration support. The low uptake of training and employment programs raises con-
cerns about the effectiveness and accessibility of reintegration policies and the need
for targeted interventions to better support returnees in their transition back into the
labor market.

The referral system for returnees in Albania is designed to ensure that return-
ees experience dignified economic and social inclusion and reintegration through
different institutions. The institutional framework for reintegration of returnees at
local level Albania is regulated by Law Nr. 139/2015 “On local Self-Governance”;
Law Nr. 38/2019 “For some additions and changes in Law Nr. 139/2015 “On local
Self-governance”. Article 29/1 stipulates the functions of the municipalities in the
field of diaspora and migration. The municipalities are responsible for performing
the following functions: the creation of a special structure for the diaspora and mi-
gration (SDM), for the administration of services at the local level, as part of the
administration of the local self-governance unit; To give support and information on
how to get Albanian citizenship; Provide information in the field of investment for
the interested citizens from the emigrants and the diaspora, in cooperation with the
other institutions.

An interviewee from municipality emphasis that only few municipalities have al-
ready established such structures “Some municipalities such as Tirana, have devel-
oped Job descriptions for the staff of SDM and have approved a Local Action Plan
for the Diaspora and Migration 2022-2025, that have been developed with the sup-
port of GIZ, but there are considerable number of municipalities that have not yet
established such structures as per the requirements. In addition, the staff appointed
at this does not have all the necessary information regarding migration issues and

a such is not ready to offer services to migrants”.'*

126 Interview with representative from Municipality, November 23, 2024
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Table 1. The referral system for returnees and legal framework

Institutions What Target Legal framework / Programmes
returnees
specifi-
cally
Local Em- Employment yes Decision No. 17, Dated 15.1.2020
ployment / self-employ- “On Procedures, Criteria, and Rules
Offices of ment pro- for the Implementation of Employ-
the National | grammes ment Promotion Programs through
Employment Employment, On-The-Job Training,
and Skills and Professional Internships”
Agency . :
National Employment and Skills
Strategy 2023-2030
Law No. 65/2016 “On Social Enter-
prises in the Republic of Albania”
Vocational Offer profes- yes National Employment and Skills
Training sional training Strategy 2023-2030
Centers
State Social [ Provides no
Service psycho-social
assistance
Educational | Facilitate yes Law No. 10247/2010 on the Al-
Institutions access to ed- banian Qualifications Framework
ucation or the (AQF)
equivalence of ) .
diplomas; Ins‘gructl'on No. 10/2021 “On the
registration and support of chil-
dren returning from conflict zones
in public pre-university educational
institutions”
Instruction No. 44, dated
21.08.2013, ‘On determining the
criteria and procedures for the
equivalence of certificates and di-
plomas for pre-university students
coming from abroad
Municipali- | Addresses yes Law No.22 /2018 “On Social Hous-
ties housing needs ing”
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Healthcare Guide returnees | no
Institutions: | through proce-

dures to access

healthcare

services
Business Support no AIDA has prepared a Plan and to
Promotion migrants who identify successful return migrants
Institutions want to invest in Albania and explore their poten-
(Chambers in Albania tials and help them to create their
of Com- business in the country, no addition-
merce, AIDA; al follow up
banks):
Ministry of | Provide agri- yes Suspended
Agriculture | cultural subsidy
and Rural schemes for
Development | returnees from

rural areas (sus-

pended)

The way forward

As part of the labor mobility and reintegration of Albanian migrants, the Nation-
al Employment and Skills Strategy 2023-2030'?, stipulates that institutions will
strengthen protocols to promote coordination among various government actors,
with the objective of improving the available information for returnees from em-
igration and adapting relevant services to address the specific needs faced by this
segment of Albanian society. In this regard, labor market institutions will adapt their
employment services and employment promotion programs, alongside the recogni-
tion of skills and qualifications acquired both formally and informally, the provision
of language courses, etc. With these interventions, returned migrants will contribute
to filling the labor force, while simultaneously bringing to the country technical
skills, cultural diversity, innovative thinking, and new languages.

The strategy has foreseen the following priority measure for returned migrants:
“1.3.4. Facilitating labor mobility”

Drafting and approving the relevant protocols to strengthen coordination between
different government actors, with the aim of improving the available information for
returned Albanian migrants”;

Adapting employment services and employment promotion programs, including the
provision of language courses;

Providing opportunities for recognizing prior learning for returned migrants and
other labor migrants.

127 https://qbz.gov.al/eliivendim/2023/03/24/173/006a8e4b-bc79-4032-9553-60814bc2527f;,q=agjencite %20
private%20te%20punesimit
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Immigration: Refugees, Asylum seekers and irregular migrants

Albania has been affected by mixed migration flows, which include, above all, refu-
gees and asylum seekers, migrants, unaccompanied and separated minors, trafficked
victims, and persons. Nevertheless, Albania is not yet considered a destination coun-
try, but mainly a transit path for migrants and asylum seekers who want to escape
violence and prosecution arising from armed conflicts and war in their countries of
origin. In 2023, UNHCR recorded 4,307 arrivals. The proportion of women and
children travelling as part of mixed movements slightly increased. They constitut-
ed 12% of all arrivals, including 47 self-declared unaccompanied and separated
children, of which 32 were referred to asylum processing, but the child protection
system in the country is still partly functional.'”® In 2023, Albania’s asylum sta-
tistics reveal a striking discrepancy between the intentions to seek asylum and the
actual applications submitted. Only 9 intentions to seek asylum were recorded, yet
282 applications were filed, resulting in an application-to-intention rate of 3%. This
imbalance suggests that many asylum seekers leave Albania before a final decision
is issued. Albania remains predominantly regarded as a transit country, a perspec-
tive held both by the refugee and migrant populations and by Albanian authorities.

As per the countries of origin, the majority of those intercepted come from Syria,
followed by nationals of Iraq, Pakistan, Morocco, Algeria, Libya, Palestine and Af-
ghanistan. The most followed corridor includes the arrival through the green board-
er area with Greece and passing mainly through the border crossing of Kapshtica
and Kakavija. New border crossing tendencies are also noted at the border points
used: Konispol/Sarande and Carshove/Permet. These migratory movements are of
a transitory nature, considering that Albania is mainly used as a transit route toward
Montenegro, Bosnia and Herzegovina and Croatia toward their final destination in
EU countries in Northern Europe. Generally, the majority of irregular migrants ex-
press their desire to travel toward EU countries. Considering the circumstances,
many migrants are forced to fall in the hands of smugglers and criminal groups to
avoid detention during their illegal border crossing, often a by-product of the inabil-
ity to find safer routes toward their final destination. Massive influxes of irregular
migrants increase the risk of vulnerable groups falling prey to varying forms of
abuse, including trafficking and sexual exploitation. '*

In 2023 Global Refugee Forum Albania committed to improving the quality of
asylum decision-making and decentralizing asylum procedures at the local level
made during the in 2023. The asylum framework and legislation in Albania are
partially aligned with international standards and the EU asylum acquis, but their
implementation remains challenging.

Challenges in the pre-screening process
Border Police is the institution in charge of identifying migrants and refugees en-

128 https://data.unhcr.org/en/documents/download/106436
129 Ibid. UNHCR - RBE, 2020.
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tering Albania. While the pre-screening procedures are in place,'* proper identifi-

cation and registration of unaccompanied minors remains a challenge for border
authorities.”' In the absence of identification documents, the border and migration
police have to rely either on the statements provided by minors or by their accompa-
nying persons or families, even when there is no evidence confirming a relationship
between them,'*? the lack of and multidisciplinary evaluation teams complicates the
process,'*? increasing the risks for children qualified interpreters, who can either
declare themselves as adults (to evade administrative obstacles) or fall prey to hu-
man traffickers. Building on law 18/2017 “On the rights and protection of children”,
state institutions have currently issued a Decision of the Council of Ministers'3* to
fill in the legislative gap on unaccompanied immigrant children.'*> However, failure
to identify at an early stage people with specific needs, such as unaccompa-
nied or separated minors (profiling) is also a failure to refer on time those groups
which are most in need of international protection.

According to Article 35 of the Law on Asylum, an unaccompanied minor asylum
seeker should be questioned in the presence of a psychologist, social worker, or
someone who knows the child. However, this requirement has so far been rarely re-
spected, because some border crossing points do not ensure the appropriate cooper-
ation between the border police and child protection services.!** Moreover, services
offered by the psychologists should be procured from the municipalities, but so far
there are no detailed guidelines on procurement services, which should be offered
in the framework of individual protection plan for minors. This remains a challenge
for municipalities which should procure these services based on quality and not the
best value.'”’

Within the current legal framework (that is, the Law on Foreigners and on Asylum)
there are specific provisions concerning the protection of unaccompanied minors,
such as the use of detention as a last resort measure, family tracing, identification,
and referral to relevant authorities. Yet, uncertainty and lack of coordination among
relevant institutions in charge of vulnerable categories'®® can lead to inadequate
assistance, which can result in the infringement of fundamental rights. The new

130 The Pre-Screening System serves to identify at an early stage the irregular migrants who may be classified as
subject to refusal, asylum seeker, potential victim of trafficking, irregular migrant, or unaccompanied minor,
and to channel them into the appropriate procedures. Guideline 293/2015 ‘On procedures for the treatment
of foreign nationals with irregular residence in the territory of the Republic of Albania’.

131 Interview with expert from State Agency for the Protection of Children’s Rights in Albanian, 20 December
2018.

132 Ministry of Interior in Albania, 2018, op.cit.

133 Interview with and expert form Terres des Hommes, 11 January 2019.

134 DCM No. 111, date 06.03.2019 “On procedures and regulations for return and readmission of children”.

135 Interview with an expert from State Agency for the Protection of Children’s Rights in Albanian, 20 Decem-
ber 2018.

136 MYLA, 2017, op.cit.
137 Interview with CSO’s representative operating in the area of child protection, 16 May 2024.
138 Ibid.
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DCM,'* which entered into force on March 2019, provides a more standard form of
engagement and detailed regulations on coordination among child protection units
and border authorities. Nevertheless, reports indicate that the case management of
unaccompanied minors is not currently approached as an integrated process, as stip-
ulated by the asylum law. It is essential that unaccompanied children be formally
incorporated into the national child protection system.'*

Another key issue faced during the process relates to the limited legal expertise
among police officers, which hinders on their ability to make concise legal cate-
gorisation of foreign nationals.'"! Often, prejudices and biases of selection officers
related to the abuse of the asylum system and the request for an equal treatment for
asylum by irregular foreign migrants alongside the constraints to conduct interviews
from a protection sensitive perspective can threaten their access to effective asy-
lum mechanisms.'** Although officers lead the identification process, the selection
should be conducted by professionals with the necessary legal expertise on issues
related to refugees to ensure an effective access to the asylum system for foreign
nationals. The EC report on Albania highlights the need to change the guidelines on
the initial identification to include additional procedural safeguards, especially for
those in need, and those with special needs by incorporating the early identification
of vulnerable categories or unaccompanied and separated children.'*® The profes-
sional and legal capacities of the law enforcement agencies and border authorities,
especially in terms of human right regulations and standards, are often not adequate
to properly address the rights of immigrants, and particularly those of vulnerable
categories.'* Their capacities to identify and safeguard these vulnerable categories
are insufficient.'"* Frequent staff rotations pose challenges for operational stabili-
ty. 146

Standard procedures for the identification of foreigners and a national referral mech-
anism for potential victims of trafficking do exist.'*” However, Albania continues to
remain an origin, transit, and destination country for trafficking in human beings.
Despite the government’s increased efforts, Albania does not fully meet the min-

139 DCM No. 111, date 06.03.2019 “On procedures and regulations for return and readmission of children”.

140 https://neighbourhood-enlargement.ec.europa.eu/document/download/eala4b05-683f-4b9c-b7ff-
4615a5fffdOb_en?filename=SWD_2023_690%20Albania%20report.pdf

141 Interview No.2 with representatives from CSOs, 12.10.2024

142 AHC. 2018.Pg.26

143 European Commission.2020. pg.47-48

144 Vathi, Z. & Zajmi, |. (2017). Children and Migration in Albania. Latest Trends and protection measure avail-
able. Tirana: Terre des Hommes.

145 Interview with an official from Border and Migration authorities in Albania 14 January 2019.

146 Interview with a rrepresentative from the Border and Migration Directorate, State Police, November 21,
2024.

147 Guideline 293/2015 ‘On procedures for the treatment of foreign nationals with irregular residence in the
territory of the Republic of Albania’ provides measures for identification mechanisms and referee of po-
tential victims of trafficking and unaccompanied minors; Decision no. 582, dated 27.7.2011 for approval of
standard operating procedures for identification and referral of victims/potential victims of trafficking.
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imum standards for combating illegal trafficking.'*® The identification of victims
of gender-based violence is unclear since the standard interviewing process does
not ask such information. In general, the appointed staff has limited technical ca-
pabilities to identify victims of sexual and domestic violence or of trafficking.
Proper identification is difficult also due to the short time of their stay in shelters
and the transitory nature of their movements.'* Finally, this process is hampered
by the fact that the categorisation of (potential) victims of trafficking depends on
the self-declaration of victims, who might often feel threatened to collaborate with
border police.'*® Inter-institutional cooperation is necessary for the proper handling
of cases involving minors, particularly unaccompanied minors.!>!

Finally, even though the revised pre-screening instruction has been in place since
2022, the procedure continues to not properly implement the basic safeguards.
Main challenge remains in implementing referral mechanisms, neglecting indi-
viduals with specific needs.

Facilities and services for vulnerable categories

Facilities for vulnerable categories, especially for unaccompanied or separated chil-
dren, at the emergency/permanent reception centers are not fully equipped or up to
standard. There is a general lack of psychological and social assistance for these cat-
egories.'? Although the Asylum Law grants special privileges to unaccompanied
minors, such as the right to a legal custodian (Article 16), the right to having their
application reviewed as a matter of priority, the right to infrastructure and living con-
ditions appropriate for their age, and so on, these rights are not clearly defined in the
bylaws and other regulatory frameworks, such as Guideline 293/2015.'5 With the
entry into force of the new DCM,'** Border and Migration authorities should refer
the cases of foreign unaccompanied minors to Child Protection Officers (ChPOs),
who are responsible for following court proceedings, preparing assessment reports
and the individual protection plans for the unaccompanied minors."** In practice,
the ChPOs do not have the necessary legal expertise to follow and assist these cases
during any legal or administrative procedure, considering the fact that ChPO’s edu-
cation background is social work. Moreover, the limited number of ChPOs in each

148 The government continued to penalise victims for unlawful acts committed as a direct result of being sub-
jected to human trafficking. For more information, see United States Department of State, 2018 Trafficking
in Persons Report - Albania, 28 June 2018, available at: https://www.refworld.org/docid/5b3e0bc34.html
[accessed on 21 December 2019.

149 Ministry of Interior in Albania, 2018, op.cit.

150 Interview with an official from Border and Migration authorities in Albania 14 January 2024.

151 Interview with a representative from the Border and Migration Directorate, State Police, November 21,
2024.

152 Interview with CSO’s representative operating in the area of child protection, 15 January 2024.

153 Guideline 293/2015 ‘On procedures for the treatment of foreign nationals with irregular residence in the
territory of the Republic of Albania’.

154 DCM No. 111, date 06.03.2019 “On procedures and regulations for return and readmission of children”

155 DCM No. 578 , date 3.10.2018, “On Procedures for Referring and Case Management, Preparation and
Content of Individual Protection Plan, Financial Budgeting for its implementation, as well as Implementa-
tion of Protection Measures”.
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municipality (1 for 3000 children),'> increases their backlog, which makes it diffi-
cult for them to properly and promptly assist the cases of unaccompanied minors.'>’

Despite their vulnerable status, unaccompanied minors and vulnerable women do
not benefit from tailored services in term of accommodation facilities.!*® According
to the Law on the Protection and Rights of the Child, the child protection units
of each municipality are in charge of accommodating unaccompanied minors but,
so far, such mechanisms have not been fully implemented.'* Moreover, although
the accommodation center for irregular migrants in Karrec, Albania has seen some
infrastructure improvements, facilities for unaccompanied minors and other vulner-
able categories do not exist.'®” The actual regulatory framework does not provide
detailed guidelines on foster care arrangement procedures and residential centers for
the accommodation of unaccompanied children.

Until now, the transportation of vulnerable categories of migrants to residential
centers and other institutions is often not done in a timely manner.'®" Civil society
organisations (CSOs) have been active in finding accommodation when there were
no available rooms in the temporary centers, but such assistance is mainly proj-
ect based. This means that the placement of minors in alternative accommodation
places or in special reception structures is a fragmented procedure, which does not
guarantee the minors’ safety during their stay.

Conclusions and Recommendations

Over time, Albania has experienced a notable shift in both inward and outward
migration patterns. Historically, economic challenges and political transitions have
driven substantial numbers of Albanians to seek opportunities abroad. Albania has
been dominated by migration cycles, which can be considered intensive/with dif-
ferent waves. Due to high emigration rates, it has always been perceived as origin
country for irregular migrants and asylum seekers. Even after the end of the third
decade of emigration, Albania has not yet closed its migratory cycle However, in
recent years, alongside the global mobility trends, Albania has also witnessed a
diversification of migration patterns, encompassing both emigration and increasing
tendency for immigration. Due to its strategic geographic position Albania has ex-
perienced a significant rise in migration flows, particularly along its southern and
northern border regions.

Over the years, the Albanian government has continuously improved the capacities

156 Law 18/2017 “On the rights and protection of children”

157 Interview with CSO’s representative operating in the area of child protection, 16 May 2024

158 This problem was highlighted as well during the interview with an expert from migration and border
authorities in Albania, 14 January 2019. The expert stressed that such vulnerable categories should be
accommodated in specific multi-disciplinary centres, which should offer tailored-made services.

159 Ikonomi, 2018, op.cit.

160 European Commission, 2018b, op.cit.

161 Interview with a representative from the Border and Migration Directorate, State Police, November 21,
2024.
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for enhancing the asylum system. The asylum law has been updated — it has been
partially harmonized with the directives of the European Council and Parliament,
such as the minimum standards for granting temporary protection in cases of
mass influxes, as well as the standards and procedures for granting and withdraw-
ing international protection. Foreign nationals living in Albania (beneficiaries of
international protection, EU citizens, third-country nationals) are entitled to a wide
range of services, but these services are fragmented. The analysis tackled several
shortcomings during the pre-screening process of vulnerable categories, which in-
clude, among others, challenges in the identification of vulnerable categories during
the pre-screening procedures; limited cooperation with social protection units and
border authorities; difficulties in the process of providing accommodation for unac-
companied minors.

In practice, there are still challenges in guaranteeing the right to free legal assistance
with interpreters in all languages. More specialized services are needed, both along
the borders and at reception centers, especially for groups with specific needs, in-
cluding legal, psychological, medical, and counseling services. Although Albania
is not part of the EU’s asylum system, it fulfills its responsibilities and provides
support to asylum seekers and refugees in line with all the principles for the protec-
tion of human rights, international protection, and security,'®* but also in accordance
with the country’s resources. The massive irregular flows of migrants raise the risk
of vulnerable groups falling prey to human trafficking and sexual exploitation.
While existing institutional and regulatory frameworks have so far allowed Albania
to cope with irregular migration flows, the country’s asylum system could be over-
crowded in the future by unexpected fluctuations in the number of arrivals, making
it necessary to prioritise based on the needs of the most vulnerable categories. In the
absence of a blueprint for institutional crisis-response, the lessons learned on how to
establish sustainable mechanisms to manage unexpected flow of migrants targeting
vulnerable migrants are worth internalizing.

Recommendations
Measures for curbing irregular emigration flows

Raising the capacities of diaspora and migration structures at municipalities is
crucial for providing effective information and support to individuals facing migra-
tion-related issues. This could involve offering tailored advisory services, efficient
referral mechanisms, standard operation procedures, creating accessible informa-
tional materials, and establishing partnerships with national and international orga-
nizations to ensure a comprehensive approach. The staff of these structures should
be better prepared to address the social, economic, and legal challenges posed by mi-
gration, ultimately contributing to more sustainable and informed migration flows.

162 The obligation to respect European and international standards on asylum derives also from Article 80 of
the
Stabilisation and Association Agreement.
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Pre-departure orientation programs for equipping migrants with the necessary
tools and knowledge to navigate their upcoming experiences abroad. These pro-
grams should extend beyond basic information-sharing, incorporating skill en-
hancement initiatives that demand considerable time and resources.

Increase investment in education, VET and scientific research. Vocational train-
ing for youngsters based on the labor market needs. This investment is essential
for fostering long-term economic growth, reducing unemployment, and addressing
societal challenges. These investments not only provide individuals with the skills
and knowledge they need to thrive in the labor market but also drive innovation and
contribute to the development of a more competitive and resilient economy.

Develop educational policies and vocational training programmes that are
aligned with labor market demands. Curricula should also be aligned with labor
market demands. In this case, cooperation with well-known universities in the EU
regarding curriculum programs, staff and student exchanges, internships, and the
creation of academic networks for research and training should be expanded and
reinforced. Collaboration with the Albanian scientific diaspora, integrated into uni-
versities and scientific institutions in the EU and the US, would help invigorate
academic and scientific life and enhance the quality of institutions in Albania.

National awareness campaigns to curb irregular emigration and channel migration
through formal pathways. In this regard, it would be important to draft agreements
with destination countries. The Albanian government should focus on circular mi-
gration, which enables the return of earned capital (financial, human, and social) to
the homeland.

Encouraging stimulating schemes to promote youth employment is essential for
addressing the high rates of youth migration and unemployment. Fostering entrepre-
neurship through support for start-ups and offering incentives for businesses to hire
young workers could further improve the employment outlook for youth, providing
them with stable career pathways and contributing to the economic growth of the
country. These initiatives must be inclusive, reaching remote areas and vulnerable
populations, and be coupled with policies that ensure access to quality education
and mentorship, ultimately enhancing future opportunities and reducing the push
factors for emigration.

Measures for curbing irregular immigration flows

Align safeguard measures with EU/international standards, reflecting the most ur-
gent needs of vulnerable groups.

Enhance the capacities of border and migration authorities on handling asylum
procedures to better identify and asses the claims of vulnerable categories, and espe-
cially to improve their skills in the early differentiation of arrivals, according to their
individual profile and identification of potential cases of trafficking;
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Ensure that the procedure for the cooperation of border and migration specialists
with psychologists and social workers in the case of vulnerable categories is done
systematically and in a timely manner;

Ensure that vulnerable categories have prompt access to support services such
as legal advice, translation, and psychological assistance to facilitate the pre-screen-
ing process at all stages;

Identify persons with specific needs, provide counselling on current domestic

legislation and available services, and facilitate their referrals to the local authori-
ties for adequate support and service provision (including UASC).

Monitor and advocate for improving the safeguards leading to access to terri-
tory and the asylum procedure of persons seeking international protection

Measures for reintegration of returned migrants

Employment support and counseling: Providing tailored assistance to help re-
turnees secure suitable employment.

Facilitation of social benefit transfers: Ensuring the smooth transfer of pensions
and other social benefits acquired abroad.

Financial support for entrepreneurship: Offering grants or low-risk loans to en-
courage and support business ventures initiated by returnees.

Access to additional training and education: Providing opportunities for further
education and professional development to enhance employability.

Addressing social and familial challenges: Offering resources to address personal
and family-related challenges that may arise during reintegration.

Holistic Skills Development: Successful integration requires a balanced approach

that includes technical skills, interpersonal competencies, and essential life skills.
Training should encompass industry-specific technical knowledge, communication
and networking abilities, and cultural and financial literacy to prepare migrant wom-
en for both professional and social integration.

Fostering community engagement and social support networks to facilitate the
successful reintegration of migrants into their home communities.
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Abstract

The COVID-19 pandemic 5 years ago has profoundly impacted economies world-
wide, and Albania has experienced significant disruptions in all its important sec-
tors. This review aims to shed light on how the crisis affected Albania’s economy,
healthcare system and socio demographic well-being. Despite a growing body of
research on the multiple effects of COVID-19 worldwide, there is still a gap in
studies that review published evidence specifically within the Albanian context. The
objective of this paper is to synthesize and critically analyze the literature on var-
ious aspects and consequences of the pandemic in Albania, focusing especially on
an economic perspective and policy interventions and recommendations for future
economic resilience. Using a review methodology, we examine 35 peer-reviewed
articles from the Albanian context, and report key findings. The insights gained from
this overview can inform policymakers and stakeholders in developing strategies to
enhance Albania's economic recovery and multi-sectorial resilience against future
crises.

Keywords: COVID-19; Albania; Economic impact; Healthcare system’s response;
Socio-psychological effects

Introduction

The COVID-19 pandemic has profoundly impacted economies and healthcare sys-
tems worldwide, creating unprecedented challenges for policymakers and research-
ers. The crisis has highlighted the interconnectedness of public health and economic
stability, as nations have faced disruptions in healthcare delivery, labor markets, and
social welfare systems. Understanding the economic implications of COVID-19 is
crucial for informing policies that enhance resilience against future public health
emergencies. Albania as a small, emerging economy in Southeast Europe, has faced
disruptions in sectors such as tourism, remittances, and small and medium-sized
enterprises. The government was constrained to implement rapid policy responses
to prevent the immediate economic consequence. However, while these measures
were designed to stabilize the economy, questions remain about their long-term ef-
fectiveness and the broader implications for Albania’s economic resilience. More-

163 Faculty of Business and Law, University ‘Aleksandér Xhuvani’ Elbasan Albania
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over, the pandemic exposed vulnerabilities in the healthcare system and broader
economic structures, raising critical questions about the long-term economic conse-
quences of such crises.

While numerous studies have explored the economic impact of COVID-19 globally,
there remains a need for a comprehensive review of the existing literature, particu-
larly in the context of Albania and comparable economies.

Against this global backdrop, Albania’s economic trajectory offers valuable insights
into how small economies navigate crises of this magnitude. This review paper
synthesizes existing literature, examining peer-reviewed articles and reports on the
economic impact of COVID-19 in Albania. Understanding Albania’s experience not
only highlights the challenges faced by smaller economies in times of global crisis
but also provides crucial lessons for policymakers seeking to enhance economic
resilience in the post-pandemic era. By synthesizing findings from various studies,
this review aims to identify gaps in the research and offer insights into the economic
dimensions of pandemic management.

Global figures

The COVID-19 pandemic was first detected in December 2019 in Wuhan, Hubei
province, China. The disease was caused by the coronavirus SARS-CoV-2 and
spread rapidly worldwide. Declared by WHO as a pandemic, on 11th of March, the
COVID-19 pandemic caused 704,753,890 cases and 7,010,681 fatalities worldwide.
It prompted unprecedented public health responses, including lock-downs, travel
restrictions, and vaccination campaigns. The COVID-19 pandemic triggered a sharp
global economic downturn, with many countries experiencing significant declines
in GDP, rising unemployment, and major disruptions to supply chains, prompt-
ing governments to deploy substantial fiscal stimulus measures (Long and Ascent,
2020; World Bank, 2020).

Recovery, however, has been uneven; emerging and developing economies are fac-
ing prolonged challenges due to limited healthcare capacity and fiscal constraints
(OECD, 2021). At the same time, the crisis accelerated digital transformation and
the shift to remote work, while also exacerbating economic inequality and forcing a
re-evaluation of global supply chains (United Nations Conference on Trade and De-
velopment, 2021). Globally, the economic impact of COVID-19 has been profound.

According to Zhang (2023), the pandemic led to an economic loss of $5.638 tril-
lion, followed by gains of $2.476 trillion in 2021, resulting in a net actual loss of
$3.162 trillion over a two-year period. The global GDP contracted by 3.2% in 2020,
with a slow recovery projected for 2021. In total, the world economy was expect-
ed to lose nearly $8.5 trillion in output, effectively erasing the cumulative gains
of the previous four years (UN, 2020). Despite this downturn, global economic
growth was forecasted to rebound by 5.9% in 2021 and 4.9% in 2022 (IMF, 2021).
In another study (Gonzalez Lopez-Valcarcel and Vallejo-Torres, 2021), it has been
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estimated that the global economic cost of the COVID-19 crisis in 2020-2021 was
approximately 14% of the 2019 global GDP, equating to around $12.2 trillion. In
Spain, the same study concludes that the economic impact was more pronounced,
with losses amounting to 24% of its 2019 GDP, approximately €397.3 billion. In the
United States, one of the top world’s economies, the economic impact of COVID-19
has been substantial, with total costs estimated at around $13 trillion, represent-
ing approximately 90% of the nation’s annual GDP. Nearly half of this amount is
attributed to the projected long-term decline in GDP over the next decade (Cutler
and Summers, 2020). Mulligan (2021) estimates that the pandemic led to an annual
welfare loss of $7 billion. Despite all these studies, the research on quantifying all
pandemic-related costs globally and in a country-specific manner remains ongoing.

Albanian figures

The COVID-19 pandemic had a profound impact on Albania, affecting public health,
the economy, and social structures. The country’s healthcare system faced signifi-
cant pressure, with a high number of hospitalizations and a mortality rate of 1.18 per
1,000 inhabitants (Gaxhja et al., 2024). In addition to the direct health effects, the
pandemic triggered economic and social disruptions across various sectors.

Figure 1 provides a comparative overview based on data from the World Bank and
Worldometer, highlighting key indicators such as population, GDP per capita, total
COVID-19 cases, and related deaths for both Albania and the global context.

Figure 1 Overview of Albania’s and World statistics 2020.
Albania and World: Key Indicators and COVID-19 Impact

R

. =dh ;] i Population 7.86 billion
|
|— ___ GDP per capita 10,916 USD$

Fl

Population 2.84 million

GDP per capita 5370 USD$ ' __ Key
Indicators

Coronavirus Cases 334,863 Coronavirus Cases 704,753,890

Deaths 3,605 \____ Deaths 7,010,681

Source: The World Bank & Worldometers website

The economic consequences were severe, with GDP contracting by approximate-
ly 3.5% in 2020 due to lockdowns, reduced consumption, and declining tourism
revenues (EU, 2020). The tourism sector, which accounts for a substantial share of
Albania’s economy, suffered a drastic downturn as international travel restrictions
led to a decline in visitor numbers. Socially, the pandemic exacerbated vulnerabil-
ities, particularly among women, young people, and low-income groups. Surveys
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indicate that women were disproportionately affected, experiencing higher job loss-
es and increased domestic responsibilities. Mental health issues also became more
prevalent, and some studies suggest that a high proportion of people, about 35%
suffered anxiety, 27% depression, and 42% heightened stress levels during peak
pandemic periods (Hoxhaj et al., 2025; Albania, 2020). The Albanian government
implemented various policy measures to mitigate the impact, including financial aid
packages, tax deferrals, and social assistance programs (Gjokutaj, 2020). However,
the long-term economic costs and recovery remain uncertain, as structural challeng-
es and fiscal constraints continue to pose risks to sustainable growth. The crisis also
underscored the need for stronger healthcare infrastructure, digital transformation,
and resilience-building strategies to better prepare for future shocks.

Perspectives in the collection of studies

Research on the COVID-19 pandemic in Albania can be categorized into several
key areas. We have chosen to focus into 3 major areas in selecting studies summa-
rized in this review:

* Economic impact
* Epidemiology and healthcare system response
* Demographic and socio-psychological effects

Macroeconomic impact studies have assessed the pandemic’s effect on the nation-
al economy, examining GDP contraction, unemployment rates, and sector-specific
challenges. For instance, the Economic Reform Programme estimated a 3.3% eco-
nomic contraction in 2020, influenced by both the pandemic and the previous year’s
earthquake. Fiscal policy responses have been another major focus, with studies
analyzing the government’s budget re-allocations and support measures. The World
Bank has reported on the fiscal impacts of COVID-19-related budget adjustments,
high lighting both short-term consequences—such as emergency spending—and
long-term challenges, including deteriorating fiscal balances and rising public debt.
In the healthcare sector, research has evaluated Albania’s response to the pandem-
ic, particularly the effectiveness of health emergency operations centers and public
health strategies. Epidemiological studies have further documented the progression
of COVID-19 in Albania, estimating key parameters, analysing case numbers, mor-
tality rates, and the role of interventions. Finally, socio-demographic impact studies
have explored how different population subgroups in Albania were affected by the
crisis. Surveys assessing public health literacy and attitudes toward the pandemic
have provided insights into behavioural responses during and after the pandemic,
and informed targeted interventions and policy design. In this review, we summa-
rize key aspects addressed and findings reported in these studies.

Economic impact

Albania’s economy faced significant setbacks during the COVID-19 pandemic,
compounded by the lingering effects of the 2019 earthquake. The contraction was
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primarily driven by lockdown measures, disruptions in key industries, and declining
consumption and investment. Table 1 provides a concise overview of the key contri-
butions from authors who have examined the macroeconomic impact of COVID-19
in the context of Albania.

According to Hoda (2023), a 10% increase in lockdown stringency resulted in a
5% decline in industrial production per month, with employment in construction
and services suffering more than in agriculture and manufacturing. Younger work-
ers (aged 15-25) were particularly vulnerable, experiencing higher unemployment
rates compared to older age groups. However, the study does not explore the long-
term structural changes or recovery trajectories post-lockdown. Both The World
Bank (2021) and EU (2021) report that Albania’s GDP contracted by 3.3% in 2020,
with SMEs being the hardest hit due to travel restrictions and reduced demand. The
reports lack a detailed analysis of sector-specific recovery strategies or resilience
measures. Tourism, a key economic driver, saw a 60% decline (Lulaj et al., 2024),
exacerbated by quarantine measures and the lack of tourist information, which wors-
ened the financial strain on the sector. Despite these challenges, economic activity
partially rebounded in the summer, driven by tourism and reconstruction efforts, and
GDP recovered by 7.2% in 2021 (The World Bank, 2021). The labor market also
faced significant disruptions. Leka (2020) reports that the unemployment rate rose
to 11.9% during the crisis, while inflation remained under control at 1.5%. Addition-
ally, the Albanian currency depreciated by nearly 7%, which affected businesses
with foreign exchange denominated loans (Svrtinov et al., 2020).

Rising food prices contributed to an increase in CPI inflation from 1.4% in 2019 to
2.1% in March 2020, before falling back to 1.3% by August. The financial sector
also underwent shifts due to the crisis. Kolleshi and Bozdo (2021) notes that the
pandemic led to an increase in net credit stock due to deferred payments, although
new credit issuance declined as banks became more cautious. Meanwhile, Hoxhaj
et al. (2025) reports that Albania’s GDP shrank by 3.5% in 2020, marking the first
major contraction in over two decades. Tourism revenue declined by 50%, and un-
employment rose to 13.2%.

However, the economy rebounded in 2021, with a 5% growth driven by eased re-
strictions, increased foreign direct investment (from €950 million in 2020 to €1,350
million in 2021), and the reopening of the tourism sector. Government debt peaked
at 75% of GDP in 2020 before declining to 70% in 2021. The overall fiscal situa-
tion worsened, with the deficit rising to 7% of GDP and public debt exceeding 80%
(Elezi et al., 2021). Economic contractions of 10.2% in the second quarter and 3.5%
in the third quarter of 2020 were driven by declining investment, consumption, and a
35% drop in exports, particularly to Italy. Jorgoni et al. (2020) highlights the broad-
er socioeconomic effects of the crisis, noting that GDP contraction of 3.4% in 2020
led to job losses totalling 43,000, with poverty levels projected to rise by 1-4%,
disproportionately affecting low-income urban households. Although government
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support measures (2.8% of GDP) provided temporary relief, they were deemed in-
sufficient for long-term stability. Despite the economic shock, some sectors showed
resilience. Agriculture and energy remained stable, while the gradual recovery of
tourism and increased public spending helped sustain economic growth into 2021.
Over the medium term, growth is projected to average 3.8%, contingent on contin-
ued policy support and external market conditions (The World Bank, 2021).

Furthermore, EU (2021) outlines that the unemployment rate reached 12.3% by the
end of 2020, with women being disproportionately affected. Bachas et al. (2020) use
administrative tax data to analyze the direct impact of lockdown measures on firms’
profitability, employment, and survival rates. The authors model two lockdown sce-
narios—three-month and five-month durations—and classify economic sectors by
the severity of impact (high, medium, and low). They find that the pandemic’s im-
pact on Albania’s formal sector was profound, with significant declines in corporate
income tax revenue (losing up to 49% under the five-month scenario), increased
debt levels, and considerable payroll losses. High-impact sectors such as tourism,
transportation, and non-essential retail faced almost total revenue losses, with only
13.7% of firms remaining profitable under a prolonged lockdown. Employment was
similarly affected, with payroll cuts of up to 33% in high impact sectors, although
government wage subsidies mitigated some of these losses. The study does not ad-
dress the informal sector or long-term business adaptation strategies. Remittances
have long been a vital support for Albania’s economy and household welfare. How
ever, the pandemic disrupted migration patterns and threatened remittance flows,
raising concerns about the country’s economic stability. Barjaba (2021) explores
how remittance flows from Albanian migrants changed before and after COVID-19,
analyzing their role in Albania’s development and the need to strengthen the re-
silience of families who depend on them. Despite their importance, Albania lacks
effective policies to maximize the developmental impact of remittances. The study
suggests that managing remittances better, such as through private-public-people
partnerships, lowering transfer costs, and shifting remittances from consumption
to entrepreneurial activities, could enhance their positive impact on the economy
(Barjaba, 2021).

Tourism has long been a critical component of Albania’s economy. According to
the Institute of Statistics, between 2013 and 2017, foreign tourist expenditures con-
tributed an average of 13.3% to 5 Albania’s GDP, while Albanian citizens spent an
average of 11.2% abroad. In 2018, foreign tourists contributed 1.8 billion euros to
the Albanian economy, and 2019 marked a year of robust growth for the tourism
industry (Ilollari et al., 2020).

However, during the pandemic, the tourism sector experienced a significant decline
in visitors, leading to a loss of around 1.5 billion euros in revenue (Ilollari et al.,
2020). According to Alshiqi and Sahiti (2022), Kosovo was the primary source of
visitors to Albania in 2020, with 1.3 million arrivals, followed by Italy and Germa-
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ny. Despite this, the sector faced a 60% decrease in foreign tourist arrivals compared
to 2019 (Alshiqi and Sahiti, 2022), and international forecasts predicted a contrac-
tion in GDP between-5% and-9% (Ilollari et al., 2020).

Other researchers confirmed that tourism in Albania was severely impacted by the
pandemic, with only 20% of the usual number of tourists visiting, directly affect-
ing the economy (Elezi et al., 2021). This decline was further emphasized by Leka
(2020), who reported a reduction of over 60% in foreign tourist arrivals. Addi-
tionally, Svrtinov et al. (2020) highlighted that restrictions on international travel
caused a collapse in the tourism sector during the summer season in both Albania
and Montenegro. Skufi and Gersl (2023) developed a linear macro-financial model
to assess Albania’s economic performance during the pandemic. They conducted
two simulations: one based on pre-pandemic forecasts and the other incorporating
pandemic-related shocks. The study found that while the linear model was adapt-
able to non-linear events like the pandemic, its precision was reduced, particular-
ly due to government measures such as repayment moratoria, which disrupted the
connection between the real and financial sectors. Furthermore, Hoxhaj et al. (2025)
analyze the multifaceted impact of COVID-19 in Albania, highlighting severe strain
on the healthcare system, with critical care shortages and high hospitalization rates
in 2020. Mental health issues surged by 30%, particularly among vulnerable groups.
Economically, GDP contracted by -3.5%, and unemployment peaked at 13.2%,
heavily affecting key sectors. By 2021, recovery began with eased restrictions and
renewed investment, though structural challenges persist.

Finally, Cinaj et al. (2024) found that the COVID-19 pandemic caused a signifi-
cant decline in tourism, a key sector for Albania’s economy, negatively impacting
GDP. They also observed declines in remittances and net exports. The downturn
was largely attributed to travel restrictions, increased unemployment among the Al-
banian diaspora, and disruptions in global supply chains.

Table 1 Literature on economic impact of COVID-19 studies in Albania

Author(s) and | Title Key findings/Conclusions
year

Analyzes the direct impact of
lockdowns on economic activ-

The Economic Effects of |ity, highlighting a significant
Hoda (2023) COVID-19 decline in industrial production
and increased unemployment

rates.

The report highlights that the

Albania Country Econom- | pandemic led to a significant
World Bank (2021) ic Memorandum economic contraction, with
GDP declining by 3.3% in 2020.
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Bachas et al.
(2020)

The Impact of COVID-19
on Formal Firms: Evi-
dence from Albania

Uses tax data to assess the direct
impact of lockdowns on Alba-
nian firms, estimating severe
economic losses.

UNICEF (2020)

The Impact of COVID-19

Focuses on health, social sys-
tems, and economic resilience in
response to the pandemic.

EC (2021)

Albania 2021-2023 Eco-
nomic Reform Programme
Assessment

Notes a 3.3% GDP contraction
in 2020 due to the pandemic and
prior earthquake impacts.

McLaren (2020)

Economic impacts of and
policy responses to the
coronavirus  pandemic:
early evidence

Highlights a €174 million stim-
ulus package and the severe im-
pact on tourism and energy ex-
ports.

Hoxhaj (2025)

COVID-19: A Compre-
hensive Assessment of the
Pandemic’s Impact in Al-
bania

Covers strain on healthcare,
economic disruptions in tourism
and small businesses, and accel-
erated digital transformation.

Tourism in Albania and its

Reveals the severe impact on

on Albanian Tourism

Ilollari (2020) Challenges during and af- | tourism, with a €1.5 billion loss
ter COVID-19 expected.

Compares the number of visitors

Alshiqi (2022) The Impact of COVID-19 entering and exiting Albania in

2020 with prior years.

Cinaj (2024)

Albanian Macroeconom-
ic  Perspective  Versus
COVID-19 Impact

Analyzes tourism, exports, re-
mittances, and FDI; confirms
strong link to GDP through
econometric analysis.

Assesses forecast model perfor-

COVID-19 Pandemic

Using macrofinancial ) i
Skufi (2023) models to simulate macro- g}ance during COVID-19; notes
. isruption from government in-
economic developments. .
terventions.
Continued on next page
Continued from previous page
Author(s) and | Title Key findings/Conclusions
year
Remittances to  Alba- | Examines the decline in re-
Barjaba (2021) nia: Before and after the | mittances and the need for im-

proved remittance management.
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Elezi (2021)

Comparative Analysis of
the Economic Situation
Before and After the Pan-
demic

Discusses 7.5% GDP contrac-
tion, declines in exports and in-
vestment, and temporary relief
from wage subsidies.

Leka (2020)

An Overview of the Pan-
demic Impact on Albania’s
Economy

Discusses expected recession
deepening, GDP decline, rising
unemployment, and tourism de-
cline.

Kolleshi (2020)

Measuring the Effect of
COVID-19 on Bank Lend-
ing: Empirical Evidence
from Albania

Examines GDP, inflation, unem-
ployment, and non-performing
loans using econometric models.

(2020)

Svrtinov et al.

The Impact of COVID-19
on Western Balkans Econ-
omies

Highlights economic declines
and reduced remittances; notes
dependence on financial aid.

Braholli (2021)

Challenges and Opportu-
nities for Albanian Econ-
omy and Labor Market
During the Pandemic

Discusses unemployment rise
and the need for targeted labor
policies.

Lulaj (2024)

Navigating Financial
Frontiers in the Tourism
Economies of Kosovo and
Albania...

Emphasizes tourism impact,
government role, and innovation
for financial sustainability.

Fejzaj (2021)

Effects of COVID-19 on
Personal and Family Sav-
ings in Albania

Highlights shifting saving be-
havior and increased emphasis
on financial security.

Impact of COVID-19 on

Reports a 17% drop in FDI in

COVID-19

Zisi (2021) Foreign Direct Invest-[2020 and discusses recovery
ment: Albania Case prospects.
The Effects of COVID-19 | Analyzes decline in imports and
Dragusha (2022) |[on the Albanian Trade | exports and strategies for future
Balance improvement.
Analyzes the direct impact of
lockdowns on economic activ-
Hoda (2023) The Economic Effects of | ity, highlighting a significant

decline in industrial production
and increased unemployment
rates.

Epidemiology and healthcare system response

The studies on the COVID-19 impact in Albania reveal varying aspects of the pan-
demic, from epidemiological dynamics to mental health outcomes, but they also
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point to several gaps in the research. Table 2 provides an overview of the existing
literature on the healthcare system’s response to the COVID-19 pandemic in Alba-
nia.

Gjini (2020) and Mersini et al. (2022) focus on the early epidemiological stages of
the pan demic, employing mathematical models and case tracking to understand
transmission dynamics. Both studies stress the importance of early interventions,
with Gjini (2020) using a SEIR model to predict the trajectory of the virus. The
model estimated that the initial number of exposed individuals ranged between 65
and 166, depending on assumptions about the proportion of symptomatic transmis-
sion (50-60%) and the incubation period (6—-14 days).

The early control measures (school closures, lockdowns) reduced transmission by
over 40%. Also, the model projected that if such measures continued, the peak of
active infections would occur around mid-April 2020, with no more than 300 active
cases. Without interventions, the outbreak would have grown much more quickly
and infected a significantly larger proportion of the population. Furthermore, Gjini
(2020) offers a projection-based approach, but it does not account for the emergence
of new variants or the long-term impact of interventions beyond the initial phase.
While Mersini et al. (2022) provides data on 291 first confirmed cases and lacks a
deeper analysis of how public health interventions influenced the spread. They used
case-based surveillance, outbreak investigation, and contact tracing data, including
demographics, travel history, date of symptom onset, clinical details, and contact
information. One gap here is the lack of longitudinal data that would help under-
stand the longer-term effects of these early measures. In contrast, Giusti et al. (2023)
and Sulcebe et al. (2023) take a more operational approach, focusing on healthcare
responses and seroprevalence in the population. Giusti et al. (2023) highlights how
Albania’s Health Emergency Operation Centre adapted its strategy from a hospi-
tal-centered to a territorial-based model, which helped alleviate hospital pressure.
On the other hand, Sulcebe et al. (2023) tracks the seroprevalence increase in Tira-
na, revealing a significant rise in infection rates by December 2020.

These studies underscore the effectiveness of shifting strategies but also reveal gaps
in understanding the long-term effects of territorial healthcare approaches and how
they can be integrated into future healthcare policy. The studies by Sridhar et al.
(2022) and Finci et al. (2023) both focus on the effectiveness of COVID-19 vaccines
in healthcare workers. While Sridhar et al. (2022) explores baseline data on vaccine
uptake and antibody responses, it does not present findings on vaccine efficacy or
the impact of booster doses. On the other hand, Finci et al. (2023) evaluates the
booster doses’ effectiveness against variants like Omicron. Both studies provide
useful insights into vaccine protection but lack an in-depth examination of the so-
cio-demographic factors that may influence vaccine effectiveness and uptake, such
as age, occupation, or socioeconomic status. Additionally, neither study explores
the impact of vaccine hesitancy, a critical factor in vaccination campaigns. Finally,

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 139



Petri et al. (2022) examines clinical characteristics and symptoms of COVID-19
in suspected cases. It identifies key factors like gender and age that influenced the
severity of symptoms.

However, this study does not provide a detailed analysis of the healthcare system’s
response to these cases or the long-term impact on patients’ health post-recovery.
This gap could be explored in future studies, particularly in terms of long COVID
effects. From a descriptive epidemiological perspective, Gaxhja et al. (2024) ana-
lyze national COVID-19 data, reporting a 51.31% confirmed case prevalence among
251,139 tested individuals. Tirana had the highest concentration (44.9%), with peak
cases in February 2021. The mortality rate stood at 1.18 per 1,000 inhabitants, high-
lighting the severity of the outbreak in densely populated areas.

Table 2 Literature on healthcare system response COVID-19 studies in Albania

EPIDEMIOLOGY AND HEALTHCARE SYSTEM REPONSE

Author(s)/ | Title Key findings/Conclusions
Year

Gjini (2020) | Covid-19  dynamics | This study uses a SEIR model with Bayesian
in Albania: first es-|parameter estimation to analyze COVID-19
timates and projec- | transmission in Albania in the early phase.
tions Early control measures reduced transmission
by over 40%, with projections indicating a
peak in mid-April 2020 and containment
within 300 active cases if measures contin-
ued effectively.

Mersini et | Early  phase  of | The study examines the initial 291 confirmed
al. (2022) COVID 19 epidemic | cases to evaluate early containment efforts.
in Albania. It identifies the first case on March8, 2020,
linked to travel from Italy, with 25 additional
imported cases in the following month. By
estimating key epidemiological parameters,
such as the serial interval and reproduction
numbers, the study underscores the signifi-
cance of timely interventions in mitigating
the virus’s spread.
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characteristic aspect
cause by COVID-19
in suspected cases in
Albania

Sridhar et al. | COVID-19  vaccine | The COVE-AL study is a prospective cohort
(2022) effectiveness study assessing COVID-
among  healthcare | 19 vaccine effectiveness among
workers in Al- . .
healthcare workers in Albania. It
bania (COVE-AL): . ) .
protocol for a tracks infection rates, antibody
prospective  cohort | T€SPONSes, and breakthrough cases post-vac-
study and cohort cination. Baseline data show high vaccine
uptake among participants, with most re-
baseline data ceiving mRNA vaccines. The study aims to
provide insights into vaccine protection and
inform future immunization strategies.
Continued on next page
Continued from previous page
Author(s)/ | Title Key findings/Conclusions
Year
Petri et al. The epidemiological | This study examines 1,205 suspected
(2022) situation and clinical | COVID-19 cases in Tirana, Albania (August

2020-March 2021).

The prevalence was 31.1%, with most cases
in males (61.6%) and ages 31-50. Multiple
symptoms were common, all significantly

linked to positivity except fever. Screening
symptomatic individuals

is crucial to limiting infections.

Giusti et al.
(2023)

The  impact  of
COVID-19 pandemic
on Albanian health
emergency operation
centre

Albania’s Health Emergency Operation Cen-
tre (HEOC) initially had a hospital-centered-
COVID-19

response, with only 8%of calls re ceivingin-
terventionin2020. Policy shifts in 2021 pri-
oritized territorial healthcare, reducing calls
by 64% and increasing on-site medical con-
sultations and treatments to 33%, easing hos-
pital pressure.
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disease 2019 vaccine
effectiveness in a co-
hort of healthcare
workers in Albania
during a BA. 1 and
BA.2 variant period,
January-May 2022

Sulcebe et | Rapid increase of | This study found a significant increase in
al. (2023) SARS-CoV-2  sero- | COVID-19 seroprevalence in Tirana, Alba-
prevalence  during | nia, from7.5% in July to 48.2% in Decem-
the second half of the | ber 2020. The rise reflected a higher infec-
COVID-19 pandem- | tion rate than reported cases, influenced by
ic year 2020 in the | the initial lockdown and population suscep-
adult urban Albanian | tibility. COVID-19cases continuedtorisein-
population t02021and2022 due to new variants.
Como et al. | Overview on epide- | This study analyzes 3,000 hospitalized-
(2023). miological and clin- | COVID-19cases in Albania (March 2020-
ical manifestation of | April 2021). Symp toms were more common
COVID-19 in Alba- | in males, with hypertension (52%) and dia-
nian adults betes (26.4%) as the most frequent comor-
bidities. Age was a key risk factor, and some
mild cases worsened unpredictably.
Continued on next page
Continued from previous page
Author(s)/ | Title Key findings/Conclusions
Year
Fincietal. |Primary series and|This study provides critical empirical ev-
(2023) booster coronavirus | idence on vaccine effectiveness among

healthcare workers in Albania during the
Omicron BA.1 and BA.2 period. The authors
assess the protection offered by the primary
vaccination series and booster doses, finding
that while primary vaccination reduced the
risk of severe COVID-19, booster doses sig-
nificantly improved protection against symp-
tomatic infection.

Demographic and socio-psychological effects

The COVID-19 pandemic had profound socio-psychological effects in Albania, af-
fecting mental health, economic stability, and overall well-being. Research high-
lights the unequal distribution of psychological distress, particularly among specific
demographic groups such as women, young adults, and urban populations. Mean-
while, epidemiological studies provide critical insights into the spread and impact
of the virus within the country, complementing the psychological findings. Several
studies document the mental health burden of COVID-19 in Albania, with anxiety,
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de pression, and stress emerging as dominant concerns.

Table 3 presents a synthesis of key studies that have explored the demographic and
socio-psychological effects of COVID-19 in Albania, highlighting diverse perspec-
tives on mental health, behavioral responses, and population characteristics during
the pandemic.

Dashi et al. (2021) compare Albania, India, and Iran, showing that Albanian par-
ticipants had moderate levels of COVID-19-related insomnia (42.0%)—Ilower than
Iran (16.66%) but higher than India (63.12%). Anxiety and pandemic-related obses-
sion were prevalent but less severe than in Iran. Koja and Abazaj (2023) focus on
Albanian university students, revealing that 23% experienced depression, fear, and
anxiety, with women dis proportionately affected (61%). Using PHQ-9 and GAD-7
assessments, the study finds moderate depression and mild anxiety, underscoring
the need for targeted mental health interventions in academic settings.

Hoxhaj et al. (2025) expand on the socio-demographic implications of the pan-
demic, reporting that 35% of respondents suffered from anxiety, 27% from depres-
sion, and 42% from stress during peak pandemic periods. Women, young adults
(18-30 years), and urban populations were the most affected, emphasizing the un-
equal distribution of psychological distress and the need for integrated health sys-
tems to build resilience. Beyond mental health, Lahi and Nurja (2023) explore the
inter play between economic stability and psychological well-being, showing that
while economic concerns were primary across all education levels, attitudes toward
mental health varied significantly. Those with lower education levels prioritized
physical health over psychological well-being, highlighting disparities in mental
health awareness and accessibility. From a student perspective, Galle et al. (2021)
examine Albanian undergraduates’ knowledge, attitudes, and behaviors regarding
COVID-19.

While students displayed strong awareness of trans mission and prevention, behav-
ioral inconsistencies, particularly in mask-wearing and social distancing, persisted.

This contrasts with Koja and Abazaj (2023)’s findings, which indicate higher psy-
chological distress among students, suggesting that cognitive awareness did not
necessarily translate into effective coping mechanisms. These findings provide
critical context for the mental health challenges observed, as regions with higher
infection rates also reported increased psychological distress. While these studies
provide valuable insights into the pandemic’s effects on mental health, several re-
search gaps remain. Most studies focus on short-term mental health effects, with
limited research on the long-term psychological consequences, especially for vul-
nerable groups like students and healthcare workers. While the connection between
economic insecurity and mental health is recognized, more research is needed to ex-
plore how financial stress has influenced psychological resilience in post-pandemic
Albania. Few studies investigate how individuals and institutions adapted to mental
health challenges, particularly in higher education, workplaces, and healthcare set-
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tings. Future research should employ longitudinal approaches to track the lasting
psychological and socio-economic impact of COVID-19, while also exploring poli-
cy interventions that could mitigate these challenges in similar crises.

Table 3 Literature on demographic and socio-psychological effects

DEMOGRAPHIC AND SOCIO-PSYCHOLOGICAL EFFECTS

COVID-19 in Alba-
nia, India and Iran; a
cross-section  online
study

Author(s)/Year | Title Key findings/Conclusions
Dashi et al. Differences in psy- | This study examined the prevalence
(2021) cho-social impact of | of mental health issues during the

COVID-19 pandemic in Albania,
India, and Iran. Using an online sur-
vey, researchers assessed anxiety,
COVID-19 obsession, and insomnia
among participants. Iranian partici-
pants experienced the highest levels
of anxiety, obsession, and severe
insomnia. Only 16.66% of Iranians
reported no insomnia, compared to
42.0% in Albania and 63.12% in In-
dia.

Kamberi et al.
(2021)

Impact of COVID-19
pandemic on mental
health, risk perception
and coping strategies
among  health care
workers in Albania-ev-
idence that needs at-
tention

The study reveals high anxiety and
depression levels among healthcare
workers, especially those treating
COVID-19 patients. It underscores
poor coping mechanisms and limited
mental health support, stressing the
need for targeted interventions.

Continued on next page

Continued from previous page

Author(s)/Year | Title Key findings/Conclusions
Galle et al. Awareness and be- | While students understood
(2021) haviors regarding | COVID-19 transmission and pre-
COVID-19 among Al- | vention, inconsistent behaviors like
banian  undergradu- | mask usage and distancing persisted.
ates Psychological concerns about health
and academic disruption were also
evident.
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Lahi et al. (2023)

Perceptions and im-
plications of psycho-
logical and economic
concerns during the
COVID-19 pandemic
in Albania

Economic stability was a top concern
across education levels. People with
lower education showed stronger fo-
cus on physical rather than mental
health.

Koja et al.
(2023)

Impact of COVID-19
on education, social
life, and mental health
to wuniversity popu-
lation in Albania: A
cross-sectional survey

Survey of 472 students found that
23% experienced depression, fear,
and anxiety. Women were more af-
fected (61%). PHQ-9 and GAD-7
scores showed moderate depression
and mild anxiety.

Gaxhja et al.
(2024)

Demographic and ep-
idemiological charac-
teristics of COVID-19
epidemic in Albania

Analyzes 12 months of national data.
Out of 251,139 tested, 250,926 were
confirmed cases. Tirana had 44.9%
of cases. Peak in February 2021.

Mortality rate was 1.18 per 1,000 in-
habitants.

Discussion

We have presented key findings from 35 studies across multiple fields, including
economics, epidemiology, healthcare systems and socio-demography, shedding
light on the Covid-19 aftermath in Albania. Although the list of these studies is not
exhaustive, they are sufficient to provide a general panorama of the challenges faced
by this country in handling such a critical health crisis such as the SARS-CoV2
pandemic in 2020.

Limitations and gaps

In economics The assessment of the economic impact focuses primarily on mac-
roeconomic indicators such as GDP contraction and recovery, but it lacks granular
data on the informal economy, which represents a substantial part of Albania’s eco-
nomic activity. Additionally, while the role of SMEs is highlighted, there is limited
exploration of how different categories of businesses (e.g., micro-enterprises vs.
medium-sized enterprises) were differently affected. There is also an insufficient
analysis of long-term labor market scarring, especially among youth and women,
and how skills mismatches may have been exacerbated during the crisis.

In epidemiology and healthcare The healthcare response narrative emphasizes in-
stitutional adaptation but does not fully examine the disparities in healthcare access
across regions or the long-term consequences for non-COVID-related services, in-
cluding chronic disease management and preventive care. Data on mental health
remain limited, with few systematic or large-scale assessments available and a lack
of baseline comparisons from the pre-pandemic period. Addition ally, the impact
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on health professionals themselves—burnout, attrition, or training challenges—is
underexplored.

In demographic and socio-psychological While community-based interventions
and the role of HEOC are mentioned, detailed epidemiological analysis, such as
patterns of disease spread, transmission clusters, and vaccination uptake across de-
mographics, are not provided. There is also limited evaluation of Albania’s public
health surveillance infrastructure and its real-time decision-making capacity. The
data gaps hinder a comprehensive understanding of how the virus evolved in Alba-
nia and what containment strategies were most effective.

Future recommendations

Based on the post-pandemic panorama provided by these studies, in order to build
long-term resilience, Albania should pursue economic diversification, especially re-
ducing reliance on volatile sec tors like tourism.

Investment in SME digitization, better access to finance, and targeted upskilling ini-
tiatives for vulnerable groups—including women and youth—should be prioritized.
Policymaking should include robust labor market data collection and modeling to
understand pandemic-induced shifts, and anticipate solutions for future challenges.

Fiscal policies must also be reoriented to build buffers against future shocks, while
maintaining support for social protection systems. Strengthening primary healthcare
and ensuring equitable access across urban and rural regions is essential.

Investment in telemedicine, mental health services, and the training and well-being
of healthcare workers should be intensified. Health infrastructure needs to be mod-
ernized with attention to crisis preparedness and supply chain resilience. Further-
more, integrating community-based health interventions into national health strate-
gies can improve flexibility in future emergencies.

Future efforts should focus on enhancing Albania’s public health data systems to

enable real-time epidemiological monitoring. This includes developing a national
digital health registry, improving testing and contact tracing capabilities, and ex-
panding genomic surveillance to track virus variants.

Public health communication strategies must also be evaluated and improved to en-
sure better engagement during health crises. Regional cooperation with EU member
states and neighbouring countries can provide valuable platforms for sharing epide-
miological intelligence and resources.
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Abstract

This study examines how effective delegation improves operational efficiency in the
banking, service, and manufacturing sectors. Data was gathered from 150 manag-
ers to analyze key factors such as task clarity, balanced authority, regular feedback,
and decision-making freedom. The main research question is: “What factors influ-
ence managers’ willingness to delegate tasks in daily operations?” The hypothesis
tested is that higher quality delegation is positively related to operational efficiency.

Using regression and correlation methods, the analysis shows that organized dele-
gation is strongly linked to better productivity, cost savings, and quicker task com-
pletion. Delegation practices that reduce costs have the most significant positive
impact, while micromanagement tends to lower productivity. Managers who clearly
define roles, provide consistent feedback, and empower employees to make deci-
sions experience faster task completion and fewer errors. In contrast, problems like
unequal authority distribution and poor communication can weaken delegation ef-
fectiveness.

Based on these findings, the study recommends that organizations establish clear
delegation processes, equip employees with proper training, and grant them suit-
able decision-making authority. Enhancing communication through regular feed-
back and using digital tools for task tracking and workflow automation are also
advised to promote sustainable operational efficiency.
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Introduction

Delegation happens when a manager hands a clear task, real decision power, and the
duty to report results to a worker; it cuts waiting time for approvals (Fama & Jensen
1983), raises motivation because employees feel trusted (Spreitzer 1995), and lets
leaders focus on strategy instead of small fixes (Yukl 2013). Studies carried out in
factories, banks, and hospitals across the United States, Germany, and Japan show
that when task clarity, authority, and feedback line up, firms shave costs by 10-25%,
drop error rates by 15% and finish projects days or weeks sooner (Martin et al. 2013;
Ahearne, Mathieu & Rapp 2005). Lean-production research adds that frontline au-
thority is a key tool for removing waste in process flows (Womack & Jones 1990).
However, most of this proof comes from cultures where staff are already used to
making decisions, while Albania scores high on power distance, meaning bosses are
expected to keep tight control (Hofstede 2010). Local evidence is rare and mixed,
small business cases show command-style leadership (Cule 2015); only one-third
of larger companies report formal delegation rules (Turhani, Laci & Kume 2020);
and a Bank of Albania (2024) survey says structured delegation shortens loan pro-
cessing by 24% but does not pinpoint which part of delegation, clarity, authority, or
feedback drives the saving. As Albanian firms now face rising wages, stricter EU
regulations, and digital platforms that demand quick front-line action, managers
risk either holding too much power, slowing work and losing money or handing
it out blindly, inviting errors and compliance fines. Existing studies are too small,
lump the three levers together, and focus on one industry at a time, so they cannot
guide this delicate balance. This study surveys 109 Albanian managers from bank-
ing, service, and manufacturing firms to determine how three discrete delegation
dimensions, task clarity, decision authority, and feedback frequency affect opera-
tional performance. Using validated five-point Likert scales, respondents rated each
dimension, enabling tests of three research questions: which delegation lever most
reduces operating costs, which most decreases error rates, and which most improves
on-time task completion, and whether intensified feedback or expanded authority
can offset Albania’s traditionally top-down management culture. By linking each
delegation element to concrete outcomes of cost, quality, and timeliness, the study
offers practitioners precise levers for performance improvement while providing
the first large-sample, multisector evidence on how targeted delegation enhances
efficiency in Albania’s high-power-distance context.

Methodology
Research Design

This study used a quantitative, non-experimental correlational design to explore
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the relationship between effective delegation and operational efficiency in organi-
zations. The aim was to examine how key delegation practices, such as task clarity,
authority support, and feedback, affect performance outcomes including cost reduc-
tion, fewer errors, and faster task completion. This design allows for the identifica-
tion of significant patterns and associations between variables without manipulating
any factors. The method was chosen based on its wide application in management
and organizational research when studying behavioural and process-based variables.

Participants and Sampling

A total of 109 managers participated in this study. They were selected using purpo-
sive sampling, based on their active managerial roles in delegating tasks and lead-
ing teams. The participants came from organizations operating in services (39%),
finance and banking (24%), manufacturing (11%), technology (6%), and other sec-
tors (19%). The managerial experience of the respondents varied: 44% had more
than 10 years of experience, 27% had 1-5 years, 16% had 6-10 years, and 9% had
less than one year. Participants also held a wide variety of managerial positions,
including directors, administrators, mid-level managers, and team leaders. This di-
versity ensured that the findings reflect a broad range of practical experiences with
delegation.

Figure 1. shows the distribution of survey participants across different company
sectors.

EXPERIENCE SECTOR

m More than 10 years m 1-5 years

m6-10years mlLessthan 1 year

24%

m Services m Finance &Banking

m Manufacturing m Technology

m Other

Source: Own calculations

Instrumentation

The survey had 18 short statements. Nine asked about delegation, three on clear
tasks “I explain the job and its goal”, three on authority “I give staff the power and
tools they need”, and three on feedback “I check progress and give useful advice”.
The other nine asked about how well the team works: cutting costs, making fewer
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mistakes, and finishing on time. We took the wording from well-known studies by
Schriesheim & Neider (1988) and later operations research, then translated the text
into Albanian and back into English using Brislin’s (1980) method; two professors
and one senior manager fixed any unclear words. A small pilot with 15 managers
showed one cost item was confusing, so we dropped it. After that, all delegation
items together scored Cronbach’s alpha = 0.82 and all efficiency items scored 0.81,
which means the questions hang together well (both numbers are above the 0.70 rule
of thumb). A simple factor test confirmed three clear groups for delegation and three
for efficiency, with no big overlap. Each group also met basic validity checks: aver-
age scores grouped as expected and each set was different enough from the others.
A Harman test showed that one single factor explained only 27 % of the variance, so
the answers are not driven by one common response bias. Average item scores were
between 3.6 and 4.2 on the 5-point scale and formed a normal bell shape, so regular
statistics are appropriate. All managers took part willingly and anonymously, and
the study met our university’s ethics rules.

Figure 2. Scale Reliability (Cronbach’s o).

Cronbach Alpha
0,83
0,82
08 I
Delegation (Clarity, Authority, Feedback) Operational Efficiency (Cost, Errors,

Timeliness)

Source: Own calculations

Data Collection Procedure

The questionnaire was delivered via Google Forms in February 2025. Each invita-
tion email explained the study’s purpose, guaranteed confidentiality, and required
respondents to tick a consent box before the form opened. Participation was volun-
tary, with no incentives, and managers could exit the form at any time. All complet-
ed questionnaires were stored and processed securely, in line with ethical research
standards.

Data Preparation and Cleaning

Less than 5% of responses were missing, so we dropped those few cases (103 full
records remained). Filling the same gaps with averages gave the same results, con-
firming no bias. No extreme outliers were found. Likert items (1-5) were treated as
regular numbers, and their distributions were close to normal. All predictors were
mean-centred, variance-inflation factors were under 2.0, so multicollinearity is not
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an issue. The dataset is clean and ready for analysis.
Measures

Delegation and operational efficiency were assessed with an 18-statement question-
naire in which each manager marked every statement on a five-point Likert scale
ranging from 1 “strongly disagree” to 5 “strongly agree”, a format chosen because
it is simple, familiar to respondents, and gives enough spread to capture meaningful
differences. To measure delegation, we adapted nine statements from the widely
used Schriesheim and Neider (1988) Delegation Scale and grouped them into three
precise facets: task clarity “Before I assign a job, I spell out the exact goal and
success criteria”, authority support “I give employees the decision power and re-
sources they need to act without waiting for my approval”, and feedback “I follow
up regularly with constructive guidance instead of taking the work back”. Each
facet contained exactly three items to keep subscales balanced and short while still
allowing a reliable average score. For operational efficiency we selected another
nine statements, three each on cost reduction, error minimisation, and timely com-
pletion, drawing wording and structure from established operations-management
studies that link process performance to management practices; sample items in-
clude “Delegation has helped our unit lower ongoing operating costs,” “Delegating
decisions has reduced mistakes and re-work,” and “Delegated tasks now finish on
or before their due date.” Using parallel three-item sets for every construct keeps
response effort low, maintains symmetry in the measurement model, and makes it
straightforward to compare the relative influence of each delegation facet on each
efficiency outcome in later statistical tests.

Table 1. Reliability and Convergent Validity of Study Constructs.

Construct Items |Cronbach ‘ Composite | Average Variance Ex-
Alpha Reliability | tracted
Task clarity 3 0,84 0,82 0,59
Authority support 3 0,78 0,76 0,53
Feedback 3 0.8 0,79 0,56
Cost reduction 3 0,8 0,78 0,54
Error minimisation 3 0,79 0,77 0,52
Timely completion 3 0,83 0,81 0,58

Source: Own calculations
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Table 2. Survey Constructs and Corresponding Questionnaire Items.

Construct | Item | Question

Ql I explain the overall goal before assigning a task.

Task Clarity Q2 I spec-ify expected resultcs a.nd deadlines for each task.
I outline the steps or criteria needed to complete the task

Q3 successfully.

Ql I give employees enough authority to decide on the task.
I provide all resources employees need to carry out the

Authority Sup- Q2 task

ort
P I allow employees to solve problems without asking my
Q3 approval for minor issues.
Ql I check progress regularly and offer constructive feedback.
Feedback Q2 I am available to answer questions during task execution.

I discuss the outcome and lessons learned once the task
Q3 is done.

Ql Delegating tasks has lowered our operating expenses.

We spend less time and money reworking mistakes after
Cost Reduction Q2  delegation.

Delegation has helped streamline processes and reduce
Q3 waste.

Ql Delegation has reduced mistakes in our operations.

Employees catch and fix errors sooner when given respon-

Error Minimis- Q2 sibility.

ation
The number of defects has decreased since implementing
Q3 delegation.
) Ql Delegated tasks usually finish on or before deadline.
Timely Com- . .. o
pletion Q2  Projects move faster when decision authority is delegated.

Q3 Delegation cuts delays caused by waiting for my approval.

Source: Own calculations

Strategy Analysis

We turned the survey into plain advice by walking it through five simple tools. First
came exploratory factor analysis, a sorting tool that lets questions group themselves;
it dropped all 18 statements into the six ideas we wanted, clear tasks, authority, feed-
back, cost, errors, deadlines, so the survey clearly speaks the way Albanian manag-
ers think. Next, we used a Pearson correlation matrix, basically a big grid that says
how strongly two things move together; every delegation habit showed a positive
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link with every good result, telling us that sharing control is a win, not a risk. Third,
we pulled out multiple-linear regression, a tool that weighs which habit pushes each
result the most while holding the others steady; clear instructions helped everything,
real authority cut mistakes best, and steady feedback sped up work while saving
money. Fourth, we added interaction terms, which simply test whether two habits
working together (like clarity plus extra feedback) beat one habit alone; where these
combos mattered, they showed exactly how a little more empowerment boosts re-
sults even in Albania’s top-down culture. Finally, we ran bootstrap checks and dif-
ferent missing-data fixes-quick reruns that shuffle the data thousands of times-to be
sure the patterns stay the same, and they did. All in, these five tools-sort, link, weigh,
combine, and double-check-lead to one clear message for Albanian managers: ex-
plain the job, give real decision power, keep the feedback flowing, and watch costs
drop, errors fall, and deadlines get met.

Table 3. Item-Factor Mapping for Study Constructs.

Item Factor
Explain overall goal

State results and deadlines Task Clarity
Outline steps

Give authority to decide

Provide resources Authority Support
Allow problem solving

Check progress

Answer questions Feedback

Discuss outcome

Lower costs
Cut rework Cost Reduction
Streamline processes

Fewer mistakes
Catch errors Error Minimisation
Defects down

Finish on time
Projects faster Timely Completion

Trim approval delays
Source: Own calculations
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Table 4. Pearson correlation matrix: shows how strongly each pair of variables
moves together (from —1 to +1)

Task Authority Feedback | Efficiency Avg
Clarity Support
Task Clarity 1 0,5 0,42 0,33
Authority Support | 0,5 1 0,34 0,4
Feedback 0,42 0,34 1 0,47
Efficiency Avg 0,33 0,4 0,47 1

Source: Own calculations

Table 5. Standardised Regression Results: Delegation Dimensions as Predictors of
Operational Efficiency

Outcome Adj_R* |B B Authority | p Feedback
Clarity

Cost Reduction 0,35 0,32 0,25 0,2

Error Minimisation 0,22 0,18 0,4 0,1

Timely Completion 0,41 0,5 0,22 0,08

Source: Own calculations

Table 6. Interaction Terms and their effects on Efficiency Outcomes.

Interaction Term ‘ B ‘ pvalue Meaning

Clarity x Feedback 0,12 0,02 Feedback amplifies clarity effect
Clarity x Authority 0,05 0,18 Not significant

Authority x Feedback 0,09 0,04 Combo cuts delays

Source: Own calculations

Table 1. Bootstrap Validation of Standardised Beta Coefficients.

Coefficient Original | Bootstrap Mean | Std Error | 95% CI

B Clarity 0,32 0,31 0,04 0.23-0.39
B Authority 0,25 0,26 0,05 0.16-0.35
B Feedback 0,2 0,19 0,04 0.11-0.27

Source: Own calculations
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Figure 2: Standardised Regression Coefficients of Delegation Facets Across Effi-
ciency Outcomes

Standardised Betas by Outcome

u B Clarity
m B Authority
m B Feedback

Standardised Beta

Cost Reduction Error Minimisation Timely Completion

Outcome

Source: Own calculations

Figure 3: Pearson Correlations between Delegation Practices and Efficiency Out-
comes

Correlation Lines: Delegation vs Efficiency
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Ethical Considerations
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confidential. The study received ethical clearance from the relevant university re-
view board
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Results and Discussion

The study’s results provide clear evidence of the positive impacts of effective del-
egation on operational efficiency among Albanian managers. Confirmatory factor
analysis (CFA) first verified that the three delegation practice constructs;Task Clar-
ity, Authority Support, and Feedback were empirically distinct from the three out-
come constructs (Cost Reduction, Error Minimisation, Timely Task Completion).
All factor loadings were high (above the recommended 0.70) and model fit indices
met common thresholds, confirming the reliability and validity of the measurement
model. Descriptive statistics showed that managers on average reported moderate-
ly high levels of task clarity, authority delegation, and feedback provision in their
organizations (on a 5-point scale, overall means were around the 3.5-4.0 range for
the delegation practices). The three operational efficiency outcomes were also rated
positively, with Timely Task Completion receiving the highest mean scores (indi-
cating that most managers felt tasks were usually completed on schedule) and Cost
Reduction slightly lower on average (perhaps reflecting the ongoing challenge of re-
ducing costs). Bivariate Pearson correlations revealed that all three delegation prac-
tices were significantly and positively correlated with all three efficiency outcomes
(all p<.01). In general, the correlations were moderate in magnitude (approximate-
ly r = 0.30-0.50), indicating that higher usage of effective delegation techniques is
associated with better operational performance. For example, Task Clarity had one
of the strongest zero-order correlations with Error Minimisation (managers who
more clearly define tasks tend to report fewer work errors), and Authority Support
correlated highly with Timely Task Completion (empowered employees are quick-
er to finish tasks). These preliminary correlations set the stage for the regression
analysis by suggesting that each delegation practice has a meaningful relationship
with efficiency metrics. Multiple regression models were then run to examine the
unique contribution of each delegation practice to each outcome, controlling for the
overlap among the predictors. Three separate regressions were conducted (one for
each outcome as the dependent variable). All three models were statistically signifi-
cant overall (each model F test p <.001), indicating that delegation practices jointly
explain a substantial portion of variance in operational efficiency. The adjusted R?
values ranged from about 0.30 to 0.45 for the different outcomes, meaning up to
nearly half of the variability in certain efficiency measures (particularly timely task
completion) can be explained by how tasks are delegated. In summary, Task Clari-
ty, Authority Support, and Feedback each showed distinct patterns of influence on
the outcomes. Below, we discuss these patterns, highlighting how each delegation
practice contributes differently to cost reduction, error minimisation, and timely
completion of tasks.
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Discussion
Task clarity and operational efficiency outcomes

Task Clarity emerged as a critical predictor of operational efficiency, especially for
quality-related outcomes. In the regression analysis, task clarity had the strongest
unique effect on Error Minimisation (3 was the highest among the three predictors,
and statistically significant at p < .001). This finding makes intuitive sense-when
managers provide clear instructions, define employee responsibilities precisely, and
ensure everyone understands their tasks, employees are less likely to make mistakes.
Clear task expectations channel employees’ efforts in the right direction, thereby re-
ducing errors and rework. This result aligns with broader research showing that clar-
ity of goals or tasks directs team motivation and leads to more effective accomplish-
ment of those goals. In our study, managers who emphasized task clarity reported
significantly fewer operational errors, supporting the idea that ambiguity is a major
cause of mistakes. Task clarity also showed a significant positive relationship with
Timely Task Completion. The regression coefficient for clarity on timely comple-
tion was substantial (and significant at p <.01), indicating that clear communication
of what needs to be done and how it should be done helps employees finish their
work on schedule. When tasks are well-defined, employees can proceed without
confusion or delay, which naturally improves punctuality. The effect of clarity on
timeliness, while strong, was slightly smaller than its effect on error reduction-sug-
gesting that clarity is especially vital for avoiding mistakes, but it also plays an im-
portant role in avoiding delays. Interestingly, Cost Reduction was the one outcome
where task clarity’s coefficient, while positive, was comparatively weaker and only
marginally significant (p=.05 in the model). This suggests that simply having clear
tasks might not directly cut costs unless those tasks and processes are also designed
to be cost-efficient. Clarity likely contributes to cost savings indirectly (through
error reduction-fewer mistakes can lower waste and defect costs-and through time
savings), but in the presence of the other delegation factors its standalone impact on
cost reduction was modest. In summary, clarifying tasks is most crucial for ensuring
quality (minimal errors) and also helps with speed, reinforcing that “tell me exactly
what you need and I can do it right and on time.”

Authority Support and Operational Efficiency Outcomes

The practice of Authority Support-essentially empowering employees with the de-
cision-making authority and backing them up in that authority-showed a somewhat
different pattern. It was the single strongest predictor of Timely Task Completion
among the three delegation practices. In the regression for timely completion, au-
thority support had a high positive beta coefficient (significant at p < .001), even
slightly surpassing task clarity in influence. This indicates that when Albanian man-
agers delegate authority (for example, allowing subordinates to make certain deci-
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sions independently, and providing the necessary support and resources for them to
do so), tasks tend to be completed faster. Empowered employees do not have to wait
for approvals at every step; they can respond to issues and make on-the-spot deci-
sions to keep work flowing. As a result, projects are less likely to stall. This result
highlights the value of empowerment in improving speed and agility of operations-a
finding consistent with theories that greater autonomy leads to higher proactivi-
ty and performance. Even in a traditionally hierarchical setting, giving employees
more control over their work appears to significantly expedite task completion. One
senior manager in the study noted anecdotally that ever since they entrusted their
team leads with more authority to resolve customer requests, the team’s turnaround
time improved noticeably (an observation in line with the quantitative results). Au-
thority support also showed a positive and significant association with Cost Re-
duction, though its effect size was more moderate. In the cost reduction regression,
authority’s coefficient was smaller than its coefficient for timeliness but still sta-
tistically significant (p < .05). This suggests that empowering employees can help
reduce costs, potentially by enabling front-line staff to quickly fix small problems
before they escalate into expensive issues or to implement efficiency improvements
without bureaucratic delays. For instance, an empowered employee in a manufac-
turing plant might decide to halt production upon spotting a defect, preventing a
batch of scrap-a decision that saves cost by avoiding wasted materials. Similarly,
in a bank, if branch employees have some authority, they might resolve customer
issues without escalating every case, saving managerial time and operational over-
head. These small-scale efficiencies can add up to noticeable cost savings. However,
it’s important to note that authority support’s impact on cost reduction, while posi-
tive, was not as strong as the impact of feedback (discussed next) on cost outcomes
in our study, hinting that authority alone is not a panacea for cutting costs unless
employees also have the knowledge and feedback to make cost-conscious decisions.
Interestingly, Authority Support had the weakest unique relationship with Error Mi-
nimisation among the three delegation variables. In fact, in the regression model
for errors, the coefficient for authority was positive but not statistically significant
when task clarity and feedback were also accounted for. This indicates that simply
giving employees more authority does not automatically lead to fewer mistakes on
the front line. This finding is understandable: if employees are empowered but not
properly trained or guided (i.e. without clarity or feedback), they might actually
risk making more errors, or at least autonomy alone doesn’t guarantee accuracy. In
a high-stakes context like banking or manufacturing, authority must be paired with
clarity (knowing what to do) and competence for errors to decrease. Our results
suggest that autonomy without clear direction might have limited benefit for quality
control, which reinforces the idea that delegation has to be accompanied by support
and guidance. It also reflects cultural reality-many Albanian employees, coming
from a traditionally top-down environment, may not be accustomed to independent
decision-making on technical matters, so simply handing over authority might not
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immediately translate to better quality. In summary, delegating authority was most
effective for speeding up work and, to a lesser extent, cutting costs, but did not on its
own reduce error rates. This underscores that empowerment must go hand-in-hand
with clarity and feedback to yield broad performance improvements.

Feedback and Operational Efficiency Outcomes

Feedback, the practice of providing constructive, ongoing performance feedback
to subordinates showed a third distinct pattern of influence, most notably excelling
in relation to Error Minimisation and Cost Reduction. The regression results indi-
cated that feedback was a strong positive predictor of Error Minimisation (3 was
significant at p <.001). In fact, feedback’s effect on reducing errors was almost as
large as that of task clarity. This highlights the powerful role of feedback in opera-
tional quality: when employees receive regular feedback on their work, they learn
from mistakes and are able to correct course, leading to fewer repeated errors. An
environment where managers frequently communicate what is going well and what
needs improvement helps employees adjust their performance and avoid past pit-
falls. Continuous feedback effectively creates a cycle of learning and improvement,
which is crucial for maintaining quality standards. Our finding resonates with prior
evidence that feedback (especially developmental feedback) enhances performance
by clarifying expectations and helping individuals improve a service company
from our sample, for instance, managers described implementing weekly debrief
meetings where team members received feedback on that week’s errors or custom-
er complaints; over time they observed a decline in the same errors recurring, il-
lustrating feedback’s impact on quality. Feedback was also significantly associated
with Cost Reduction. Its regression coefficient for cost outcomes was positive and
significant (p < .01), indicating that better feedback practices contribute to lower-
ing operational costs. This link can be interpreted in a few ways. First, as feedback
reduces errors, it also reduces the costs associated with those errors (scrap, rework,
customer compensation, etc.). Fewer mistakes translate to less waste of materials,
time, and money, directly improving the bottom line. Second, feedback often en-
courages employees to suggest improvements and be more mindful of efficiency.
For example, a manager who provides feedback on how an employee handled a
task can also receive feedback or ideas from that employee on streamlining the task.
Such two-way feedback can uncover cost-saving opportunities. Some managers in
the banking sector portion of our sample noted that after instituting regular perfor-
mance feedback sessions, employees became more proactive in flagging inefficient
procedures, leading to cost-saving process changes. Thus, a culture of feedback not
only corrects errors but can also foster innovation and cost consciousness. It’s worth
noting that feedback’s impact on cost reduction was on par with or slightly stronger
than that of authority support in our data, suggesting that learning and improvement
mechanisms may cut costs more effectively than empowerment alone (since cost is-
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sues often require knowledge and refinement, not just faster decision-making). With
regard to Timely Task Completion, feedback had a positive but relatively smaller
effect on speed of work, and in the regression model its coefficient did not reach sta-
tistical significance once task clarity and authority were included. This makes sense
because feedback typically acts as a post-performance mechanism (i.e., one gets
feedback after completing tasks or as they progress) rather than an upfront enabler
of speed. While employees who get frequent feedback might improve their efficien-
cy over the long run, feedback is less directly tied to finishing a particular task on
time compared to clarity (which ensures they know exactly what to do without hes-
itation) or authority (which ensures they can act without waiting). Indeed, our cor-
relation analysis showed a mild positive correlation between feedback and timely
completion, but the regression suggests that much of that relationship is indirect or
shared with the other factors. In practical terms, feedback alone may not accelerate
daily workflow in the short term, though over time it can improve individuals’ pace
as they learn to perform better. The finding that feedback was not a strong unique
predictor of timeliness in the presence of clarity and authority underscores the com-
plementary nature of these delegation practices. Managers should not rely on feed-
back instead of giving clear instructions or appropriate autonomy; rather, feedback
works best in tandem with clarity and empowerment to sustain performance gains.
In sum, providing feedback is most crucial for improving quality and reducing costs
through continuous improvement, whereas its role in immediate task speed is sup-
portive but secondary.

Sector-Specific Observations

The 109 managers in this study were drawn from three sectors-banking, services,
and manufacturing-allowing us to observe whether delegation-efficacy dynamics
differ by industry context. Overall, the positive effects of delegation practices on
efficiency outcomes were evident across all three sectors, and the regression pat-
terns described above (clarity being key for errors, authority for speed, feedback for
quality/cost) generally held in each subset of the sample. There were, however, a
few nuanced differences noted when comparing sectors. One observation was that
manufacturing managers reported the highest levels of task clarity on average, and
they also appeared to benefit greatly from it. In manufacturing firms (which often
have formal procedures and emphasize quality control), task clarity had an especial-
ly pronounced correlation with error minimisation. Managers in manufacturing who
articulated tasks and procedures clearly saw dramatically lower defect rates and
rework costs, underlining clarity’s importance in a production environment where
even small errors can be costly. By contrast, in the services sector, managers placed
relatively more emphasis on authority support-likely because service employees
(e.g. in retail, hospitality, or telecom) often need the freedom to make quick de-
cisions to satisfy customers. Indeed, our data hinted that the relationship between
authority support and timely task completion was strongest in service companies.
Empowering front-line service employees (for instance, allowing a customer ser-
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vice representative to solve a client’s issue without manager approval for each step)
can speed up service delivery and improve customer satisfaction, which aligns with
the stronger effect of authority on timeliness observed in that sector. The banking
sector managers in our sample showed a slightly different profile: they reported
somewhat lower delegation overall (especially lower authority delegation) com-
pared to services and manufacturing. This is not surprising, as banks in Albania are
traditionally more formal and risk-averse institutions, where authority is often cen-
tralized. Even so, the pattern of results for banks was similar in direction-task clarity
and feedback were beneficial in reducing errors (particularly important in banking
to avoid compliance mistakes), and authority support, where practiced, helped with
timely completion (for example, enabling quicker decisions on loan approvals or
client requests). One notable sector-specific finding was that feedback had partic-
ularly strong effects in manufacturing firms-likely because ongoing feedback is a
key part of total quality management and continuous improvement cultures which
manufacturing companies tend to adopt. In services, feedback was also useful, but
immediate customer service speed relied more on empowerment. In banking, feed-
back’s role may be somewhat constrained by formal protocols (e.g., feedback is
given in periodic evaluations rather than daily), which could explain why banking
managers in our study reported the lowest frequency of giving informal feedback
among the three sectors. Despite these nuances, formal statistical tests (e.g., interac-
tion terms between sector and delegation variables in the regression models) gener-
ally did not show significant differences in slopes-in other words, the magnitude of
the delegation-efficiency relationships did not drastically change from one sector to
another in a statistically reliable way. This suggests that while managerial emphasis
might differ (with some sectors naturally leaning more on certain practices), the
fundamental benefits of task clarity, authority support, and feedback for improving
efficiency are robust across different organizational contexts. The consistency of
our findings across banking, service, and manufacturing firms indicates that these
delegation practices have broad relevance. Managers in all types of businesses saw
better performance when they delegated more effectively, even if the day-to-day
expression of delegation (and the easiest efficiency wins) varied with the nature of
the work. For instance, clarity is universally beneficial but might be easier to imple-
ment in a structured manufacturing setting than in a fast-paced service call center;
conversely, empowerment is critical in dynamic service settings, while in tightly
regulated banking operations it must be applied more cautiously. These contextual
differences did not overturn the overall conclusion that effective delegation contrib-
utes to operational success in each sector. We can infer that organizations across
industries should focus on strengthening all three areas of delegation, but also tailor
their approach to fit their specific operational needs and constraints.

Delegation in a High Power-Distance Context

An important aspect of interpreting these results is the cultural context: Albania
is known to have a high power-distance culture, scoring around 90 out of 100 on
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Hofstede’s Power Distance Index. In high power-distance societies, organizations
are typically very hierarchical, and there is an expectation of clear distinctions be-
tween the authority of managers and the subordination of employees. Traditionally,
Albanian workplaces have reflected this hierarchy — the leader is seen as a dominant
authority figure and subordinates are expected to follow orders without question or
initiative. In fact, Albanian managers have been observed to “tend to control every-
thing, to avoid failure and the unexpected”. Such cultural norms imply that delega-
tion (which involves sharing authority, trusting subordinates with responsibility, and
open communication) might be uncommon or difficult to implement in this environ-
ment. Hierarchical structures can limit the positive effects of delegation on perfor-
mance, because employees may be accustomed to waiting for explicit instructions
and may feel uneasy making independent decisions. Given these expectations, our
findings offer both encouraging and thought-provoking insights. On one hand, the
results support certain expectations of a high power-distance context: for example,
the exceptional importance of task clarity in reducing errors aligns with the notion
that in hierarchical cultures employees rely heavily on explicit guidance from lead-
ers. In an environment where subordinates might be hesitant to act without clear
orders, having very clear task definitions is crucial-and our data indeed showed
clarity to be paramount for quality. This reinforces that, in Albania, providing clear
direction (a very traditional managerial duty in high-PDI cultures) remains a corner-
stone of effective performance. Another culturally congruent finding is that authori-
ty delegation was the least used practice (as indicated by slightly lower self-reported
authority support, especially in banking) and had a non-significant effect on errors.
This could reflect that many managers are still not fully comfortable granting au-
tonomy in a culture where they historically “know best,” and employees might not
yet be fully trained to take on error-prevention decisions independently. So in that
sense, the reluctance to delegate authority still somewhat manifests, and its limited
impact on errors might suggest that simply giving autonomy without changing oth-
er aspects of the culture is not immediately effective for improving quality. These
points do not contradict the high power-distance expectations, they show that clarity
(a top-down element) is central, and that empowerment, if not accompanied by cul-
tural change, has limits. On the other hand, some findings challenge the traditional
expectations for high power-distance settings. Notably, when Albanian managers
did actively support delegation-by giving more authority or providing frequent
feedback the outcomes were markedly positive. The fact that Authority Support led
to significantly faster task completion even in Albania suggests that employees are
willing and able to take on greater responsibility and can excel when trusted with
autonomy. This challenges any stereotype that in hierarchical cultures subordinates
won’t know what to do if the boss isn’t micromanaging. Our evidence indicates that,
at least among the organizations in this study, there is a potential for empowerment
to improve efficiency despite the cultural backdrop. Similarly, the strong effect of
Feedback on reducing errors and costs shows that open communication and coach-
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ing-which might historically have been sparse in a top-down culture-can be highly
beneficial. It hints that Albanian employees respond well to feedback and use it to
improve, which is a very positive sign for evolving management practices. In es-
sence, the results demonstrate that even in a high-PDI culture, modern delegation
practices can take hold and drive performance improvements. They may not yet be
the norm, but when implemented, they work as effectively as in lower-PDI con-
texts. This is consistent with broader research suggesting that effective delegation
generally boosts performance (e.g. by increasing motivation and confidence) across
cultures, though cultural barriers might need to be addressed to realize its full poten-
tial. It is also worth noting that the magnitude of the delegation benefits we observed
might be somewhat tempered by the cultural context. For instance, while authori-
ty support improved timeliness, one might speculate that in a low power-distance
culture the effect could be even stronger because employees would be even more
proactive and accustomed to autonomy. The hierarchical culture might have con-
strained some employees from fully utilizing their authority or voicing feedback. A
comment from one manufacturing supervisor in our interviews was telling: “At first
my team didn’t believe I really wanted them to make decisions- they were afraid to
step on my toes. It took time and encouragement for them to trust that [ meant it.”
This illustrates that cultural habits can slow the uptake of delegation. Nonetheless,
once trust and clarity were established, the team thrived under greater autonomy.
Prior studies have similarly noted that trust and relationship quality moderate dele-
gation outcomes building trust may be especially crucial in high-PDI environments
to ensure delegation is effective. The implication is that Albanian managers may
need to accompany delegation with culture-building efforts, such as explicitly en-
couraging initiative, rewarding responsible risk-taking, and training employees for
decision-making, to overcome initial hesitation. In conclusion, our study’s results
present a cohesive narrative: effective delegation in the form of clear task assign-
ment, granting appropriate authority, and providing feedback is associated with bet-
ter operational performance (lower costs, fewer errors, timely delivery) even in a
traditionally high power-distance context like Albania. Each aspect of delegation
contributes in a different way: clarity primarily guards against mistakes, authority
accelerates execution, and feedback fosters continuous improvement and efficien-
cy. The findings suggest that Albanian organizations, spanning manufacturing, ser-
vices, and banking, can achieve significant efficiency gains by adopting these prac-
tices, potentially marking a shift from the old hierarchical paradigm toward a more
participative and performance-oriented work culture. While cultural characteristics
do not change overnight and indeed, clarity’s primacy in our results underscores the
lasting influence of hierarchy the clear benefits observed from authority delegation
and feedback signal an evolving management approach. Albanian managers who
carefully delegate and support their teams see tangible returns, indicating that the
traditional command-and-control mindset may be giving way (out of necessity) to
a more empowering style. This evolution is encouraging, it shows that even in high
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power-distance societies, organizations that embrace effective delegation can im-
prove their operational efficiency, thereby remaining competitive and adaptive in a
changing business environment. Managers in Albania can take these results as ev-
idence that investing in better delegation is worthwhile by clarifying expectations,
entrusting employees with authority, and coaching them through feedback, they can
reduce errors, cut costs, and get work done on time, ultimately driving better orga-
nizational performance in the long run.

Conclusions

This study shows that Albanian organizations, despite a long-standing tradition of
centralised authority can significantly improve cost efficiency, reduce errors, and
meet deadlines more reliably through a structured delegation approach. When man-
agers clearly define tasks, empower employees with limited decision-making au-
thority, and offer regular feedback, operational performance improves across the
board. However, these elements are effective only when used together. Without
clarity, authority creates confusion, and without genuine autonomy, feedback has
limited impact.

In high power-distance cultures like Albania, where hierarchy often discourages
autonomy, these findings carry special relevance. Task clarity aligns well with tra-
ditional managerial roles, but our results show that when authority is shared within
well-defined limits and supported by feedback, employees respond positively, tak-
ing greater responsibility and performing more efficiently.

To apply these findings in practice:

Managers should prioritize clear communication, delegate routine decisions where
possible, and provide continuous feedback to guide performance and build trust.

Organizations should embed delegation into formal policies, offer training for lead-
ers, and create systems to recognise successful delegation, helping shift workplace
norms over time.

Policymakers and educators should integrate delegation and modern leadership prin-
ciples into management curricula and public sector reform, encouraging a broader
cultural change that values initiative and shared responsibility.

Ultimately, structured delegation offers Albania a culturally appropriate path toward
more agile, accountable, and competitive workplaces. By investing in clarity, trust,
and support, leaders can modernize performance without undermining respect for
authority—a balance that holds great promise for Albania’s evolving economy.
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Abstract

This paper aims to study the impact of investment spending financed by central and
local government budgets on economic growth. The methods used are descriptive
and comparative analysis of the main indicators of government spending and invest-
ment activity. Correlation and regression analysis of panel data is applied to esti-
mate the effects of public investment on economic growth in nine countries located
in South-East Europe (SEE), namely Albania, Bosnia and Herzegovina, Bulgaria,
Croatia, Greece, Montenegro, Romania, Serbia, and North Macedonia. The study
covers the period 2010 — 2023. The results show a cyclical dynamic of government
spending and great heterogeneity in the size of the public sector as a percentage of
gross domestic product (GDP). At the same time, the correlation and regression
analyses indicate a strong negative impact of total government expenditure and gov-
ernment consumption on the growth rate, while the effects of public investment at
both central and local levels of government are not statistically significant. These
findings suggest low efficiency of public investment. The main conclusion is that
public investment is not an effective tool for fiscal impact on the economic devel-
opment in the selected SEE countries. The practical and policy implications from
our research indicate that policymakers can support economic growth by reducing
the size of the public sector, or at least by trying to limit its escalation and striving
to increase its efficiency.

Keywords: public investment, public spending, economic growth, South-East Eu-
rope

1. Introduction

The impact of public investment on economic growth is a topical issue in contem-
porary theory and practice. There are several main reasons that provoke interest in
studying the effects of public investment on growth. First of all, such studies can
guide policy decisions. Governments allocate significant resources to infrastructure,
education, healthcare and technology. Understanding how these investments affect
growth helps policymakers prioritize spending that yields the highest economic re-
turns. Furthermore, public funds are limited, so analyzing their impact ensures the
efficient use of public resources, avoiding waste and promoting fiscal responsibility.
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In addition, public investment often plays a catalytic role. For example, good infra-
structure reduces business costs and attracts private investment. Studying the impact
of public investment helps to understand how government spending can crowd in
private sector growth rather than crowd it out. Some investments, such as in infra-
structure, education, and research, have long-term payoffs. Studying their impact
helps justify sustainable public investment for future productivity gains. Moreover,
some theories view public investment as a countercyclical fiscal policy tool and be-
lieve that it can stimulate the economy during a downturn. Understanding its impact
on growth helps calibrate how and when to spend during recessions or slowdowns.

Numerous studies search for the impact of government spending in general and pub-
lic investment in particular on economic growth, using various research methods and
covering different samples of countries and periods. In general, they search for evi-
dence of the effects of the total amount of government spending and/or disaggregat-
ed expenditure items on economic performance. However, neither the classical nor
the contemporary economic literature provides unanimous and conclusive empirical
evidence on the strength and direction of the impact of public spending in general
and public investment in particular on growth. Several authors have found confir-
mation of the negative impact of total government spending on growth (e.g. Engen
and Skinner, 1992; Folster and Henrekson, 2001; Esener and Ipek, 2018; Pratama,
2023), but their findings have been disputed by a number of research papers (e.g.
Attari and Javed, 2013; Al-Fawwaz, 2016; Leshoro, 2017; Alzyadat and Al-Nsour,
2021), who argue that government spending has significant positive growth effects.

Regarding public investment, opinions vary widely, from a positive growth-sup-
porting impact (e.g. Leshoro, 2017; Chu, Holscher and McCarthy, 2018; Ahmad
et al., 2025) to no significant impact (Barro, 1991; Schaltegger and Torgler, 2006;
Al-Fawwaz, 2016) and a significant negative impact on growth (e.g. Devarajan et
al., 1996; Ghosh and Gregoriou, 2008).

This paper aims to provide further evidence on the impact of investment expen-
diture financed by central and local government budgets on economic growth in
nine countries located in the region of South-East Europe (SEE), namely Albania,
Bosnia and Herzegovina, Bulgaria, Croatia, Greece, Montenegro, Romania, Serbia,
and North Macedonia. The period covered by the study is between 2010 and 2023.
The paper is structured in five sections. After this brief introduction, the second sec-
tion provides a literature review. The third section explains the methodology used
for the purposes of the study. The fourth section discusses the main findings from
the descriptive, comparative, correlation and regression analyses. The last section
concludes.

2. Literature review

There are numerous studies on the relationship between government spending and
economic growth using various research methods and covering different samples of
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countries and periods. In general, they look for evidence of the effects of the total
amount of government spending and/or individual expenditure items on economic
performance. At the same time, neither the classical nor the contemporary economic
literature provides unanimous and conclusive empirical evidence on the strength
and direction of the impact of public spending on growth (Nyasha and Odhiambo,
2019).

Several authors have found confirmation of the negative impact of total government
spending on growth. For example, Engen and Skinner (1992) use data from 107
countries over the period 1970-85 and argue that increases in government spending
reduce output growth rates. A paper by Folster and Henrekson (2001) conducts a re-
gression analysis on a panel of rich countries covering the 1970-95 period and con-
cludes that there is a strong negative relationship between the size of government
and economic growth. Esener and Ipek (2018) apply the static panel data approach
and dynamic generalized method of moments (GMM) techniques on a panel data
for 33 upper and lower middle-income countries over the period 1999-2014. They
report significant decreasing effects of public expenditure on economic growth.

Chindengwike (2023) applies the Vector Error Correction Model (VECM) and
Granger Causality approach to time series data covering the period 1970-2021 and
also concludes that government expenditure has a negative short-and long-term
impact on economic development in Sub-Saharan Africa. At the regional level, a
recent study by Pratama (2023) applies multiple regression on data from twelve
districts in West Java for the period 2015-2020 and confirms a significant negative
effect of government spending on economic growth.

At the same time, there is a number of studies that challenge these results, such
as the works of Attari and Javed (2013), Leshoro (2017), Alzyadat and Al-Nsour
(2021), Van-Tri Ho et al. (2025), who argue that government expenditure has pos-
itive and statistically significant growth effects. Attari and Javed (2013) use time
series data for Pakistan for the period 1980-2010 and report a positive relation-
ship between government expenditure and economic growth in the long run. This
is further confirmed by a recent study by Alzyadat and Al-Nsour (2021), who apply
the vector auto regression (VAR) and vector error correction models (VECM) on
annual data for the period 1970-2019 and conclude that public expenditures have a
positive effect on economic growth in Jordan. At the regional level, Van-Tri Ho et
al. (2025) use data from 63 Vietnamese provinces over the period 2012-2019 and
apply a two-stage least squares approach to find a positive impact of public spend-
ing on economic growth. Leshoro (2017) uses the autoregressive distributed lag
(ARDL) technique on annual data for South Africa covering the period 1976-2015
and claims that both government consumption and investment spending are posi-
tively related to economic growth in the short and long term.

Another set of studies reports mixed positive and negative effects of disaggregated
public spending on growth. For example, Devarajan et al. (1996) use data from 43
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developing countries over a 20-year period and find that an increase in the share
of current expenditure has a positive and statistically significant effect on growth,
while the relationship between the capital component of public expenditure and
growth is negative. This is further confirmed by Ghosh and Gregoriou (2008), who
apply generalized method of moments (GMM) technique on a panel data for 15
developing countries over a 28-year period and detect that current spending has
significant positive effects on the growth rate, while capital spending has significant
negative impacts.

In contrast to these findings, Chu, Holscher and McCarthy (2018) apply ordinary
least squares (OLS) and generalized method of moments (GMM) techniques to pan-
el data from 37 high-income and 22 low- to middle-income countries for the period
1993-2012 and show that a shift in government spending from non-productive to
productive forms of expenditure is associated with higher levels of growth in both
high-income and low- to middle-income economies. A cross-country study by Mas-
ten and Gnip (2019) includes five countries located in the region of South-East
Europe and reveals significant multiplicative effects of public investment on GDP
over the period 2005-2016, which is primarily delivered through crowding in of
private investment.

Wong (2002) analyzes the interrelation between investments in public infrastructure
and private production growth for seven East Asian countries over the period of
1979-1998 and finds a positive bilateral causal relationship. Ahmad et al. (2025)
apply Pooled OLS, Fixed Effects (FE), and Random Effects (RE) models for a sam-
ple of 15 developed and developing countries, over the period 2010-2023 and find
that economic growth is considerably and favorably influenced by public spending
on education, health, and investment.

Several studies suggest that public investment does not have a significant impact on
the growth rate. For example, an influential work by Barro (1991) analyzes data for
98 countries for the period 1960-1985 and concludes that growth is inversely related
to the share of government consumption in GDP, but insignificantly related to the
share of public investment in GDP. These results are further confirmed by Schalteg-
ger and Torgler (2006), who study the relationship public expenditure - economic
growth within a rich country using the full sample of state and local governments
in Switzerland over the period 1981-2001. They find a strong negative relationship
between government size and economic growth, but unlike public spending from
operating budgets, there is no significant impact on economic growth from capital
budget spending. Al-Fawwaz (2016) studies the impact of government spending on
economic growth in Jordan over the period 1980-2013 and finds a positive impact of
both total government spending and current government spending on growth, while
the relationship between capital government spending and growth is insignificant.
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3. Research methodology and data

This research uses descriptive and comparative analysis as well as correlation and
regression analysis on panel data to study the impact of public investment on eco-
nomic growth in a sample of nine countries located in the region of South-East Eu-
rope (SEE), namely Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Greece,
Montenegro, Romania, Serbia, and North Macedonia. The regression model is
based on the endogenous model proposed by Barro (1990) and further developed
by Davoodi and Zou (1998), who present the long-term growth rate of output per
capita (GDP_GR) as a function of taxation (TAX), spending at different levels of
government (GOV_EXP), and the budget balance (BB) (Formula 1).

GDP_GR = f(TAX, GOV_EXP, BB) (1)

Our empirical study follows the common approach applied in most of the researches
on this topic. The conventional simple specification tries to explain the economic
growth by government spending and tax revenues, so the regression equation has
the following simplified structure (Formula 2):

GDP_GR,=b,+ b,GOV_EXP +b,TAX +¢, (2)

The dependent variable (GDP_GR,) is the annual growth rate of gross domestic
product (GDP) of country i in year t, measured as a percentage change on the pre-
vious period. The independent variables are the government expenditure to GDP
for each country and year (GOV_EXP,) and the total revenue from taxes and social
contributions presented as a ratio to GDP for each country and year (74X ). The
parameters of the model are B, £, and B, The symbol of € marks the error term.

This simple specification is further extended to take into account the different types
of government spending, namely government consumption (GOV_CONS) and in-
vestment (GOV_INV) (Formula 3), as well as the expenditure at different levels
of government - central (CG_EXP) and local government (LG_EXP) (Formula 4).

GDP_GR,=b,+ b,GOV_INV,+ b,GOV_CONS, + b, TAX, + ¢, (3)
GDP GR,=b,+b,CG EXP, +bLG EXP, +bTAX, +¢, (4)
The latter model is the most comprehensive and includes all disaggregated expendi-

ture variables reflecting investment and consumption at the central and local levels
of government (Formula 5).

GDP _GR, = b, + b,CG_INV, + b,CG_CONS, + b LG _INV, + b LG_CONS, +
b.TAX +¢ (5)

Thus, the total list of variables included in the correlation and regression analysis is
as follows:

GDP_GRit — growth rate of the real GDP of country i in year t (percentage change
on the previous period);

GOV_EXPit — total government expenditure of country i in year t (percentage of
GDP);
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GOV _INVit — total government investment of country i in year t (percentage of
GDP);

GOV_CONSit — total government consumption of country i in year t (percentage
of GDP);

CG_EXPit — central government expenditure of country i in year t (percentage of
GDP);

CG_INVit — central government investment of country i in year t (percentage of
GDP);

CG_CONSit — central government consumption of country i in year t (percentage
of GDP);

LG_EXPit — local government expenditure of country i in year t (percentage of
GDP);

LG_INVit—local government investment of country i in year t (percentage of GDP);
LG_CONSit — local government consumption of country i in year t (percentage of
GDP);

TAXit — total revenue from taxes and social contributions of country i in year t
(percentage of GDP);

The tests for stationarity and cointegration are performed using Augmented Dick-
ey-Fuller (ADF) test and Kao (Engle-Granger based) cointegration test. The param-
eters of the regression model are estimated using the Panel Least Squares (PLS)
method. Correlation coefficients between the main variables of the regression model
are calculated and presented in the correlation matrix. The study uses annual data
for the period 2010-2023 extracted from the databases of the European Comission
(Eurostat, 2025) and the International Monetary Fund (IMF, Government Finance
Statistics, 2025).

4. Results and discussion

4.1. Comparative analysis of government spending and public investment in
the SEE countries

In general, government expenditures in the nine selected SEE countries show a cy-
clical dynamic during the analyzed period (Figure 1), but the total size of the public
sector varies considerably across countries. Albania, North Macedonia, Romania
and Bulgaria have quite conservative fiscal models, with the ratio of government
spending to GDP rarely exceeding 40%. In Bosnia and Herzegovina public expen-
diture is higher and varies between 40% and 46% of GDP. Public sectors in Serbia,
Montenegro and Croatia range around the EU-27 average (46-52%), while Greece
reports the largest size of the public sector (50-60%) among the selected SEE coun-
tries.
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Figure 1. Total Government Expenditure in South-East Europe (% of GDP)
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Public investment in South-East Europe (SEE) also demonstrates cyclical dynam-
ics, but does not vary as widely across the selected countries (Figure 2). With rare
exceptions, government investment varies within narrow limits between 2.5% and
5.5% of GDP. In some SEE countries (e.g. Albania, Montenegro, and Serbia) the de-
velopment of this variable shows a clear upward trend and even exceeds 6% of GDP
at the end of the analyzed period, while public investment in Romania and Croatia
are lower and vary between 4.5% and 5.5%. Government investment in Greece,
Bulgaria, North Macedonia, and Bosnia and Herzegovina ranges around the EU-27
average (2.5-3.5% of GDP).

Figure 2. Public Investment in South-East Europe (% of GDP)
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4.2. Correlation and regression analysis of the impact of public investment on
economic growth in the selected SEE countries

Several tests are applied to ensure robust and credible analysis and to enhance the
validity and reliability of the empirical findings. The univariate Augmented Dick-
ey-Fuller (ADF) test has been performed to detect the presence of a unit root, which
serves as an indicator of whether the series in the dataset exhibit a persistent trend or
non-stationarity (7able 1). The results indicate that variables GDP_GR, GOV_EXP,
GOV_CONS, CG_EXP, CG_CONS, LG_EXP, LG_CONS and TAX are stationary
at level (integrated of order 0), while the public investment variables GOV_INV,
CG_INV and LG_INV are stationary at first difference (integrated of order 1).

Table 1. Augmented Dickey-Fuller (ADF) test

Variables | Level First difference Conclu-

t-Statistic | Prob. t-Statis- | Prob. Sion
tic

G D P _|-4.73385 |0.0000 1(0)

GR

GOV |-506168 |0.0000 1(0)

EXP

GOV |-1.08259 |0.1395 [-5.60305 |0.0000 I(1)

INV

GOV |-3.30710 |0.0005 1(0)

CONS

CG_EXP |-3.02122 | 0.0013 1(0)

CG_INV |-0.10914 | 0.4565 |-2.77067 | 0.0028 I(1)

C G _|-1.77627 ]0.0378 1(0)

CONS

LG EXP | -3.06084 |0.0011 1(0)

LG INV |0.39509 |0.6536 |-3.93051 | 0.0000 I(1)

L G |-1.28266 |0.0098 1(0)

CONS

TAX -4.06372 | 0.0000 1(0)

Source: Author’s calculations

The results from the Kao (Engle-Granger based) cointegration test imply that there
is a long-run equilibrium relationship between the variables in each specification of
the regression model (7able 2).
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Table 2. Kao (Engle-Granger based) cointegration test

Model 1

Model 2

Series: GDP_GR, GOV_EXP, TAX

Series: GDP_GR, GOV_INV, GOV _

CONS, TAX

Sample: 2010-2023

Sample: 2010-2023

Observations: 126

Observations: 126

Null Hypothesis: No cointegration

Null Hypothesis: No cointegration

Trend assumption: No deterministic

Trend assumption: No deterministic trend

LGOV_EXP, TAX

trend
t-Statistic | Prob. t-Statistic | Prob.
ADF -4.230288 | 0.0000 | ADF -4.530644 | 0.0000
Residual vari- Residual 20.99894
ance 22.16565 variance
HAC vari- 4.045643
HAC variance | 4.009782 ance
Model 3 Model 4
Series: GDP GR, CGOV_EXP, Series: GDP_GR, CGOV_INV, CGOV _

CONS, LGOV_INV, LGOV_CONS,

TAX

Sample: 2010-2023

Sample: 2010-2023

Observations: 126

Observations: 126

Null Hypothesis: No cointegration

Null Hypothesis: No cointegration

Trend assumption: No deterministic

Trend assumption: No deterministic trend

trend
t-Statistic | Prob. t-Statistic | Prob.
ADF -4.242759 | 0.0000 | ADF -4.612608 | 0.0000
Residual vari- Residual 21.22444
ance 21.59879 variance
HAC vari- 4.432012
HAC variance | 4.042436 ance

Source: Author’s calculations

The results from the Panel Least Squares (PLS) estimations are reported in Table
3. Separate specifications of the regression equation have been constructed by dif-
ferent combinations of independent variables. As a starting point, the parameters
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of the regression are estimated under the simplest version of equation (Model 1),
which includes total government expenditure and total tax revenue as independent
variables. Subsequent models include disaggregated spending variables. Model 2
studies the influence of total government investment and consumption spending,
Model 3 estimates the impact of central and local government expenditure, while
Model 4 examines the effects of investment and consumption spending incurred
by central and local governments. The probability of the F-statistic confirms the
adequacy of the applied models. The Durbin-Watson statistic indicates that there is
no autocorrelation in the residuals from the regression analysis. The coefficients of
determination indicate that around 30-35% of the variation in the dependent vari-
able can be explained by the variation in the independent variables in the regression
models, which is acceptable given the complex nature of GDP as a major macro-
economic indicator.

Table 3. Panel Least Squares (PLS) estimations

Variable Model 1 Model 2 Model 3 Model 4
(Constant) 6.766990%*** 4.768312%* 6.703164*** |3.771411*
(4.054234) (2.524352) (3.923105) (1.891753)
GOV_EXP -0.658857***
(-7.566562)
GOV _INV(-1) -0.245332
(-1.125698)
GOV_CONS -0.685302***
(-8.122994)
CG_EXP -0.652267***
(-7.408021)
LG _EXP -0.665633***
(-4.555617)
CG_INV(-1) -0.217690
(-0.876319)
CG_CONS -0.655947***
(-7.543899)
LG INV(-1) -0.084179
(-0.169761)
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LG _CONS -0.666211***
(-4.469975)

TAX 0.598585%** 0.632379%** 0.595823*** | (0.624404***
(6.188950) (6.713199) (5.950401) (6.108973)

R-squared 0.325261 0.363883 0.320604 0.338292

Adjusted

R-squared 0.314290 0.348241 0.303898 0.310721

Akaike  info | 5.276667 5.233596 5.299418 5.304784

criterion

Schwarz crite- | 5.344197 5.323636 5.389458 5.439845

rion

Durbin-Wat-| 2.220880 2.316419 2.179127 2.287864

son statistic

F-statistic 29.64634 23.26291 19.19043 12.26979

Prob(F-statis-

tic) 0.000000 0.000000 0.000000 0.000000

Observations | 126 117 126 117

Source: Author’s calculations
Notes: t- statistics is reported in parentheses below coefficient;

Asterisks (*, **, ***) indicate the significance level (10%, 5%, 1%) of the coeffi-
cients.

Contrary to conventional economic theory, the regression results show a significant
negative impact of general government spending on the GDP growth rate, while tax
revenue has a positive impact. In addition, the expenditure shares of the different
levels of government (central and local) also have a negative effect on the economic
development of the selected SEE countries. Government consumption has a strong
negative effect on the growth rate, while the impact of public investment is also
negative, but not statistically significant. These findings suggest low efficiency of
public spending in the nine selected SEE countries.

The correlation matrix (7able 4) presents the correlations between each pair of vari-
ables, included in the regression model. The correlation analysis confirms that total
government spending and economic growth are negatively correlated. There are
also negative correlations between government consumption variables and growth.
It is interesting to note that the correlations between all types of public investment
and economic growth are positive, but extremely weak. These results confirm that
public investment at both central and local levels is not an effective tool for fiscal
impact on economic development in the selected SEE countries.
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Although unconventional, our findings are supported by various authors. Confirma-
tion for the negative impact of total government spending on growth is provided by
Engen and Skinner (1992), Folster and Henrekson (2001), Esener and Ipek (2018),
Chindengwike (2023), and Pratama (2023). At the same time, there is a number
of studies that challenge our results, such as the works of Attari and Javed (2013),
Al-Fawwaz (2016), Leshoro (2017), Alzyadat and Al-Nsour (2021), Van-Tri Ho et
al. (2025), who found that government expenditure has positive and statistically
significant growth effects.

Our findings for the insignificant impact of public investment on economic growth
are supported by the works of Barro (1991), Schaltegger and Torgler (2006),
Al-Fawwaz (2016). At the same time, variety of studies challenge our results and
report significant positive or negative impact of public investment on GDP growth.
For example, the works of Devarajan et al. (1996), and Ghosh and Gregoriou (2008)
argue that the relationship between the capital spending and economic growth is
negative. In contrast to these findings, Wong (2002), Chu, Holscher and McCarthy
(2018), Masten and Gnip (2019), and Ahmad et al. (2025) claim that public invest-
ment is productive and associated with higher levels of GDP growth.

5. Conclusion

The correlation and regression analysis on panel data from the nine selected SEE
countries (Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Greece, Montene-
gro, Romania, Serbia, and North Macedonia) show a significant negative impact of
total government spending on the GDP growth rate, while total tax revenues have
a positive impact. Government consumption has a detrimental effect on growth,
while the effects of public investment at both central and local levels of govern-
ment are not statistically significant. These findings suggest low efficiency of public
spending. It seems that tax systems in the nine selected SEE countries do not hinder
economic growth, but public investment is not an effective tool for fiscal impact on
the economic development. The practical and policy implications from our research
indicate that policymakers can support economic growth by reducing the size of the
public sector, or at least by trying to limit its escalation and striving to increase its
efficiency.
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Abstract

The digital transformation of industrial enterprises is a key factor in enhancing
their competitiveness in the modern economic environment. The implementation of
digital technologies such as artificial intelligence, big data, automation, and cloud
computing optimizes production processes, reduces costs, and increases efficiency.
This report presents conceptual definitions and distinctions between digitization,
digitalization, and digital transformation, as well as an analysis of the technological
foundations of this process.

The main goal of the research is to analyze the impact of digital transformation on
the competitiveness of industrial enterprises and identify key recommendations to
support its successful implementation. To achieve this goal, the following research
questions are formulated: First, how is digital transformation represented in key re-
search developments as a concept. Second, what are the main technologies support-
ing the process of digitalization. Third, what strategies and policies can accelerate
the successful implementation of digital technologies in industry.

Particular attention is given to the importance of digital competitiveness for the
economy and to strategic policies for digital transformation in Bulgaria. Key strate-
gic documents and initiatives aimed at the development of the digital economy are
analyzed. Additionally, the challenges and opportunities created by digitalization
for industrial enterprises are discussed, including the effects on productivity, market
adaptability, and sustainability.

To achieve the research objectives, the following scientific methods were used:
systematic analysis of scientific literature, methods of analysis and synthesis, and
documentary analysis of strategic policies and initiatives in Bulgaria. The results
of the research emphasize that digital transformation is not merely a technological
change, but a strategically necessary process for enterprises wishing to maintain and
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enhance their competitiveness in the global economy. In conclusion, specific rec-
ommendations are formulated for the successful application of digital innovations
in the industrial sector.

Keywords: digital transformation, industrial enterprises, competitiveness, innova-
tion, automation, digital strategies.

JEL Codes: L86, 033, M15

Digital transformation — concept and definitions

Digitalization, whose rise began with the Fourth Industrial Revolution, is an irre-
versible process that leads to the formation of new business models, the transforma-
tion of commercial and social relationships, as well as the provision of innovative
products and services. As a result, there is an increase in productivity and living
standards. This change is due to a number of technological innovations that facil-
itate the automation and optimization of business processes. The pace of digitali-
zation varies in different regions of the world. These differences are determined by
factors such as access to technology, investment in digital infrastructure and the
regulatory environment.

Conceptual Definitions of Digitalization

Conceptually, digitalization can be defined in various ways. According to Merri-
am-Webster, it is “the process of converting something into a digital form” (Mer-
riam - Webster). In the Gartner IT Dictionary, the term is defined as “the process
of changing from analog to digital form” and as “the use of digital technologies to
transform a business model and create new revenue and value opportunities” (Gart-
ner). The differences in definitions emphasize that digitalization can be viewed as
both a technological and a strategic process.

In this context, digitalization can be analyzed not only as a process, but also as
an environment that integrates digital resources, services and specialists with the
necessary knowledge and skills, aligned with technological development. From a
business perspective, this means changing the way of working, improving efficiency
and expanding market reach. When analyzing digitalization, it is important to con-
sider three main aspects: assets, their application (business processes, transactions,
interactions) and human capital (digitalization of labor, deepening of digital capital,
etc.).

In Table 1, we will present in more detail key definitions for the term “Digitali-
zation”. The presented definitions of digitalization cover different aspects of this
process, ranging from technological integration to the transformation of business
models and economic consequences.
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Table 1. The concept of “digitalization” — basic meanings

Definition Author

Digitalization is the integration of digital technologies into | (Ochs & Riemann,
everyday life by digitizing everything that can be digitized. | 2018)

Digitalization refers to the process of digitizing everything
that can be digitized and the process of converting informa- | (Fors, 2013)
tion into a digital format.

Digitalization is the use of digital technologies to change
business models and provide new revenue and product
opportunities. It is the process of transitioning to a digital
business.

(Gartner)

Digitalization is the spread of digital technologies into
almost every business, workplace, and consumer pocket- | (Muro, Liu, Whiton,
book. As a result, digitalization is changing the U.S. econ- | & Kulkarni, 2017)
omy and the world of work.
Source: (Digitization strategies DIGD-2020, 2020)

Ochs & Riemann (2018) view digitalization as a universal process of digitizing
everything possible, which emphasizes its technological comprehensiveness. Fors
(2013) complements this perspective by emphasizing the transformation of infor-
mation into a digital format, which is the basis for the digitalization of processes
and services. Gartner gives digitalization a strategic importance, defining it as a
means of changing the business model and creating new economic opportunities.
This perspective is particularly important in the context of the corporate world and
innovation. Muro, Liu, Whiton and Kulkarni (2017) place digitalization in a broad-
er economic and social context, highlighting its impact on the workplace and the
global economy.

Based on the above table and the definitions presented in it, we can offer our own
definition of digitalization: Digitalization is a process of integration and dissemi-
nation of digital technologies that leads to the transformation of information, the
transformation of business models, and the creation of new economic and social
opportunities.

Distinction between digitalization, digitization and digital transformation
Closely related to the concept of “digitalization” is the term “digitization”, which is
defined as “encoding analog information into 0 and 1 so that computers can remem-
ber, process, and transmit it” (Bloomberg, 2018). It is important to distinguish be-
tween digitalization and digital transformation. The latest is defined as “the integra-
tion of new digital technologies into all areas of business, leading to a fundamental
change in the way an organization functions” (Shopov, 2017).Digital transformation
is a broader and more strategically oriented process than digitalization. An organi-
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zation can implement multiple projects related to digitalization, but digital trans-
formation cannot be reduced to a single project, as it involves complex structural
changes. In this sense, digital transformation requires organizational restructuring
aimed at creating sustainable competitive advantages through digital technologies.
According to Bloomberg (2018), “we digitize information, we digitize processes
and roles that make up the activities of a business, and we digitally transform the
business itself and its strategy.”

The benefits of digital transformation are multifaceted and include: increased pro-
ductivity and efficiency, business process optimization and integration, improved
decision-making and risk management, access to new markets, improved customer
service and personalized services, and faster time-to-market for new products and
services. All of these advantages lead to increased competitiveness of the companies
and better positioning in the digital economy.

In this context, technologies supporting digital transformation play a key role, in-
cluding the Internet of Things, Cloud Computing, Artificial Intelligence, Big Data
Analysis, Business Intelligence, as well as Virtual Reality and Augmented Reality
technologies.

In summary, digitalization is associated with the widespread application of digital
technologies in various aspects of economic and social life, with the goal of digi-
tizing everything that is subject to such transformation. It reflects the use of digital
technologies in business and society and leads to transformations in the way people,
organizations and objects interact with each other (Gimpel, 2018). Digital transfor-
mation, in turn, represents a deeper and strategic process that does not simply intro-
duce technologies, but rethinks the very way in which economic entities function.
The distinction between digitization, digitalization and digital transformation is es-
sential for understanding the impact of new technologies on society and business.

The importance of digital competitiveness for the economy

The digital economy and digital competitiveness are established as key concepts
that determine the prospects for socio-economic development of modern society. In
a broader context, the digital economy reflects the development of a technological
society and implies the widespread use of information and communication technol-
ogies (ICT) in all spheres of human activity. ICT contribute to the more efficient
performance of everyday tasks and arise as a response to societal needs (Sendlhofer
& Lernborg, 2018).

In addition to influencing individuals, ICTs are also essential for enterprises, as
they create new business opportunities and facilitate the global accessibility of their
products and services (Elia, Margherita, & Petti, 2016). The implementation of ICTs
transforms the nature and management of uncertainties inherent in the entrepreneur-
ial process, as well as its outcomes (Nambisan, 2017). Among the main benefits of
implementing ICTs in enterprises, the increased efficiency of business processes,
improved understanding of the user experience, enhanced knowledge creation and
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transfer, and the development of modern skills among employees stand out (Rossato
& Castellani, 2020).

The apparition of the digital economy is facilitated by the digital revolution, also
known as digitalization, which is the transition from analog or physical technologies
to digital information systems (Dufva & Dufva, 2019). Carlsson (2004) emphasizes
that the digitalization of information, combined with the Internet, creates a wide
range of opportunities for the use of information and knowledge that can be con-
verted into economic benefits. The Internet of Everything, supported by economies
of scale and digital platforms, facilitates access to services for consumers, as well
as provides easier access for businesses to potential customers (Levidkangas, 2016).

The relationship between ICT and economic growth is a matter of great importance,
both from a theoretical and practical point of view. In the scientific literature, there
are two main understandings of the impact of ICT on economic growth (Thompson
Jr & Garbacz, 2011): a direct impact, which manifests itself through productivity
improvements resulting from the implementation of ICT, and an indirect impact,
which is expressed in the generation of externalities resulting from their devel-
opment and application. Various studies establish a positive relationship between
digitalization and economic growth (Myovella, Karacuka, & Haucap, 2020) (Vu,
Hanafizadeh, & Bohlin, 2020).

Digitalization and the digital economy contribute to productivity growth in various
ways (Wyckoft, 2016): by creating new innovative enterprises and reducing the
number of inefficient, non-innovative businesses; by optimizing the use of labor and
capital resources, which leads to growth in multifactor productivity; by providing
new opportunities for individuals who were previously outside the global economy;
and by improving inventory management and logistics.

Researching the impact of ICT on economic growth is essential for policymakers as
it provides guidance for shaping development strategies. However, it should be not-
ed that there are numerous indicators of digital development and competitiveness,
with most studies using only a limited number of them, meaning that not all aspects
of digital competitiveness are covered. Among the most commonly used indicators
are mobile and fixed broadband access (Thompson Jr & Garbacz, 2011), broadband
internet speed (Mayer, Madden, & Wu, 2020), the number of fixed and mobile tele-
phone subscriptions (Albiman & Sulong, 2017), ICT investment (Niebel, 2018),
and others.

There are different methodologies for measuring digital competitiveness. The World
Economic Forum offers the Network Readiness Index, which assesses the use of
ICT to enhance competitiveness, innovation and well-being. The European Com-
mission is developing the Digital Economy and Society Index, which summarizes
key indicators of the digital development of EU Member States. The DECA (Digital
Economy Country Assessment) program, developed in 2017, assesses the impact of
digital transformation on national socio-economic progress (Ashmarina, Mesquita,
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& Vochozka, 2020).

Various authors have also proposed composite indices of digitalization and digital
competitiveness (Milenkovic et al., 2016; Nair et al.,2020; Ali et al., 2020). The
construction of such indices requires careful selection of weighting and aggregation
methods. The three main categories of weighting methods include uniform weight-
ing, data-based methods, and participatory methods (EI Gibari et al., 2019). De-
spite their limitations, most digital competitiveness indices use uniform weighting
(Pérez-Castro et al., 2021).

The need to create an adequate composite measure for assessing and monitoring
digital competitiveness stems from the accelerated technological development,
which requires strategic decisions related to the digital future (Alam et al., 2018). In
this context, it is ought to develop a unique composite index for digital development
and competitiveness that would cover all relevant aspects of digitalization. The dig-
ital economy and digital competitiveness have a multidimensional nature and can be
viewed as phenomena with multiple criteria (Balcerzak & Bernard, 2017).

It is appropriate in the next part of this paper to present the existing main policies
and strategies in Bulgaria in relation to digitalization processes and their successful
implementation.

Policies and strategies for digital transformation in Bulgaria

Digitalization covers all sectors of the economy, leading to an increased demand for
digital skills. This trend will intensify in the future, which requires active measures
to increase the digital competences of the workforce. In addition, digitalization re-
quires the implementation of preventive and subsequent adaptation strategies for
the workforce. In modern conditions of labor mobility and transition between differ-
ent forms of employment, adaptation requires an individual approach to vulnerable
groups in the labor market, the provision of high-quality career guidance services
and forecasting of future trends in labor supply and demand.

The digital transformation of the economy depends on the availability of a fast,
reliable and secure infrastructure for data exchange, including the construction of
smart metering and real-time monitoring systems. In a global perspective, the digi-
tal economy is developing dynamically, establishing itself as a key factor for inno-
vation, competitiveness and economic growth. Significant development potential
in our country exists in the field of small and medium-sized enterprises, including
agricultural holdings. The concept of Industry 4.0, laid down in the foundations of
Bulgarian industrial enterprises and their activities, offers new opportunities for the
implementation of digital technologies in the manufacturing sector, and through
various technological solutions and business models, the development of “quali-
tatively new forms” of economic activity is expected. Adapting existing business
models to the digital economy will allow expanding the scale and application of
Industry 4.0 (Goodman, 2016).

The Fourth Industrial Revolution is seen as a natural continuation of the process-
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es of digitalization and automation in industry, based on internet connectivity and
interaction between cyber-physical systems. Its main characteristics include auton-
omous solutions, processing of large volumes of data, use of artificial intelligence,
robotics, cloud technologies, digital modeling, virtual simulations of production
processes, intelligent automation and individualized mass production. The digitali-
zation of production processes creates new opportunities for business expansion and
internationalization, while providing high-quality services through various commu-
nication channels (Ministry of Transport and Communications, 2020).

Digitalization and the implementation of Industry 4.0 principles are linked to spe-
cific strategic measures, including technology transfer and improving cooperation
networks between small and medium-sized enterprises, universities, research cen-
ters and regional governments. Promoting e-commerce, as well as training and edu-
cation in digital technologies, also play an important role (Karanikolov, 2017, p. 3).
Digital technologies are based on the application of information and communication
systems in cyber-physical networks, and their impact is transversal across all eco-
nomic sectors. The introduction of these technologies is expected to improve the
efficiency and productivity of the economy, optimize resource and energy costs, and
increase its competitiveness and investment attractiveness (AGRI.BG, 2021).

Digital infrastructure is the foundation for the successful implementation of digital
transformation. It includes communication networks, devices, systems, protocols,
data and platforms that provide connectivity, information exchange and effective
process management. The key technologies of the Fourth Industrial Revolution
include the Internet of Things (IoT), simulations, augmented and virtual reality,
autonomous robots, cloud technologies, 3D printing, system integration, artificial
intelligence, blockchain and intelligent mobile applications (Mufoz, 2020, p. 3).

The dynamic economic environment requires research and discovery of opportuni-
ties for digital transformation, which includes an analysis of digitalization strategies
at a national level. The main priorities set out in the Strategy for Digital Transfor-
mation of the Economy (Digital Transformation, 2020) include:

Improving cooperation between business, industry, science and government, orient-
ed towards the technological trends of Industry 4.0;

Technological renewal of Bulgarian industry through the exchange of good practic-
es and implementation of innovative business models;

Building institutional and organizational capacity for the development of Industry
4.0, by increasing digital skills and adapting qualification systems;

Promoting artificial intelligence in industry in Bulgaria.

In relation to the regulatory framework underlying the activities supporting the de-
velopment of digitalization processes in our country, we can point out the following
main strategic documents for the digital transformation in Bulgaria:

Updated Strategy for the Development of Electronic Governance (Council of Min-
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isters of the Republic of Bulgaria, 2019) — ensures the implementation of e-govern-
ment policies;

Concept for the Digital Transformation of Bulgarian Industry (Industry 4.0) (Min-
istry of Economy and Industry, 2017) — basis for the development of Strategy 4.0;

National Program “Digital Bulgaria 2025 (Ministry of Transport and Communica-
tions, 2019) — supports the creation of digital innovation centers (hubs);

National Recovery and Resilience Plan of the Republic of Bulgaria (Ministry of
Innovation and Growth, 2022) — facilitates access of enterprises to technological
infrastructure and innovations;

National Strategy for Small and Medium-sized Enterprises (SMEs) 2021 — 2027
(Ministry of Economy and Industry, 2021) — supports industrial digitalization;

Strategy for Digitalization of Agriculture and Rural Areas (Ministry of Agriculture
and Food, 2019) — promotes the construction of digital infrastructure, development
of precision agriculture and implementation of innovations;

National Program “Bulgaria 2030” (Ministry of Finance, 2020) — provides for the
creation of a fund for the development of Industry 4.0 and financing of projects in
the field of digitalization.

The implementation of these strategies plays a key role in increasing the competi-
tiveness of the Bulgarian economy and its integration into global processes of digi-
tal transformation. In the context of the current state, priorities and needs of agricul-
ture and rural areas in Bulgaria, as well as in accordance with the recommendations
of the European Union regarding the Common Agricultural Policy, it is necessary
for the country to undertake targeted strategic actions in economic, environmental
(including climate) and social aspects. These actions should be integrated into the
strategic guidelines for the development of the agricultural sector.

Security in the use of information and communication technologies is a fundamen-
tal factor for economic growth and national prosperity. It is essential to provide an
appropriate environment for the development, research, implementation and main-
tenance of management, control and analytical systems, including those related to
big data processing, artificial intelligence, as well as technologies for augmented
and virtual reality. These innovations open up significant opportunities for business
development.

In the agricultural sector, and in particular in plant breeding, integration of IoT tech-
nologies is observed, with devices and sensors providing real-time data on soil and
climate conditions, plant health and other key indicators (Agrobiotechnic, 2019).
Systems based on artificial intelligence are also being used in the agricultural sector,
supporting monitoring and analysis processes, increasing productivity and profit-
ability (NivaBG, 2021).

Blockchain technology provides reliability, transparency, and security in data ex-
change, eliminating the need for intermediaries, and can be integrated into various
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economic sectors, including supply chains in the food industry (Ivanova, 2020, p.
694).

Bulgaria still experiences significant disparities in internet access across different
regions, with the country lagging behind the EU average levels in digitalisation
(Ministry of Agriculture and Food, 2020). The development of wireless broadband
networks and the deployment of high-speed 5G technologies will be crucial for fu-
ture digital innovation and rural connectivity. 5G networks will build the essential
infrastructure for connected devices and intelligent systems, facilitating the devel-
opment of smart cities, autonomous vehicles and other innovative services.

Sustainable economic growth and the provision of high-quality digital services de-
pend on the availability of modern infrastructure capable of supporting growing
data traffic, ensuring reliability, scalability and efficiency in the digital economy.

Conclusion and recommendations

Digitalization in industrial enterprises is a key factor in increasing the competi-
tiveness of the Bulgarian economy, contributing to cost optimization, accelerating
innovation processes and improving business adaptability to the dynamic market
environment. However, the digital transformation process in Bulgaria faces signifi-
cant challenges, including high initial investments, a shortage of qualified personnel
and risks related to cybersecurity. To ensure the sustainable development of industry
in the context of digitalization, it is necessary:

Investment in digital technologies — industrial enterprises should actively inte-
grate artificial intelligence, the Internet of Things (IoT) and automation into their
production and management processes.

Human capital development — creation of educational programs and training to
increase the digital skills of the workforce.

Implementation of effective cybersecurity strategies — development of mecha-
nisms for data protection and security of digital systems.

State support and regulatory initiatives — promotion of digital transformation
through subsidies, tax incentives and targeted policies for technological develop-
ment.

The combination of these measures would allow Bulgaria to accelerate the process
of digitalization in the industrial sector, as increasing the country’s competitiveness
on a global scale and ensuring sustainable economic growth.

In summary, we can say that digital transformation is establishing itself as a signifi-
cant driver of competitiveness for industrial enterprises. The integration of modern
digital technologies allows for the optimization of operational processes, increased
efficiency and adaptation to dynamic market demands. However, successful digita-
lization requires a well-structured strategic framework that addresses technological,
organizational and regulatory challenges.

Industrial enterprises must perceive digital transformation not only as a techno-
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logical advancement, but also as a comprehensive transformation of their business
models and operational frameworks. Future efforts should focus on fostering inno-
vation, upskilling the workforce, and creating an adaptive regulatory environment
that supports digitalization processes. By effectively implementing these elements,
industrial enterprises can achieve long-term competitiveness and sustainability in an
increasingly digital economy.
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ABSTRACT

Industry 4.0 represents both a significant opportunity and a considerable challenge
for modern enterprises, as it brings transformative changes to industrial processes
and business operations. The ability to adjust strategies effectively in response to
the evolving landscape has become a critical topic of discussion for both researchers
and practitioners. This paper seeks to explore the concept of Industry 4.0 in depth,
providing a comprehensive understanding of its foundation and implications. It of-
fers a comparative analysis of Fourth Industrial Revolution initiatives undertaken by
various countries and employs bibliometric analysis to identify the key technologies
that play a pivotal role in driving Industry 4.0 forward.

In addition, the paper provides a detailed examination of the current state of Indus-
try 4.0 across different sectors, identifying key challenges and outlining potential
directions for future development. By integrating theoretical insights and practical
applications, the study aims to serve as both a roadmap for researchers seeking to
define new avenues of investigation and a guide for enterprises looking to imple-
ment Industry 4.0 principles effectively. In doing so, it highlights the importance of
aligning research and practice to ensure the successful adoption and advancement
of Industry 4.0 technologies and strategies. Ultimately, this paper contributes to a
deeper understanding of the transformative potential of Industry 4.0, offering valu-
able insights for fostering innovation and growth in an increasingly interconnected
industrial landscape.

Keywords: Industry 4.0, Data Set, Market analysis

1 INTRODUCTION

The concept of “Industry 4.0” was first introduced in an article published by the
German government in November 2011 as part of its High-Tech Strategy for 2020
(Zhou, 2015). Since then, Industry 4.0 has grown into a broad and multifaceted
topic, raising key questions about its impact, how organizations adapt to Industry
4.0 technologies, and the current state of research and practical applications. These
issues, which are of significant interest to scholars and enterprises, form the central
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focus of this paper.

Various researchers have examined Industry 4.0 from diverse perspectives. For
instance, Colantoni et al. (2019) analyzed the current state and future prospects
of agriculture in the context of Industry 4.0, while Lezzi et al. (2018) explored
cybersecurity challenges within Industry 4.0. Ding (2018) investigated sustainable
pharmaceutical supply chains, and Dallasega et al. (2018) studied the integration of
construction supply chains into Industry 4.0 frameworks. Li et al. (2015) surveyed
research on industrial wireless networks, and Krejcar et al. (2018) examined poten-
tial economic and business implications of Industry 4.0 through literature reviews.
These studies primarily adopt a microscopic perspective, focusing on specific fields
or technologies within the broader Industry 4.0 framework.

In contrast, a smaller number of studies have analyzed Industry 4.0 from a macro
perspective. For example, Lu (2017) conducted a statistical classification of tech-
nologies discussed in Industry 4.0 literature, while Pereira et al. (2018) focused on
a bibliometric analysis of publications from 2011 to 2017. Similarly, Piccarozzi et
al. (2018) reviewed Industry 4.0 literature over a five-year period, but their analysis
remained largely statistical, lacking detailed insights into development directions or
practical applications.

From this overview, it is evident that much of the existing literature on Industry
4.0 has concentrated on microscopic analyses of specific fields or technologies.
Macro-level studies, though fewer in number, have primarily relied on bibliometric
methods and often lack practical recommendations for businesses and researchers.

This paper aims to address these gaps by not only utilizing literature analysis to
organize and classify existing research but also employing the “core literature ex-
tension method” to identify development directions and the current state of practical
applications across various fields. By bridging theory and practice, this paper seeks
to provide clear guidance for researchers and actionable insights for enterprises,
thereby playing a leading role in advancing both the academic understanding and
real-world implementation of Industry 4.0.

2. Methodology

This research utilizes a systematic literature review approach, incorporating biblio-
metric analysis and the “core literature extension method,” to examine the broader
implications of Industry 4.0.

As outlined in Figure 1, the study is organized into three key phases: first, an in-
depth examination of the definition and scope of Industry 4.0; second, an inves-
tigation into the foundational technologies underpinning Industry 4.0; and third,
an analysis of both the current research landscape and practical implementations
within the Industry 4.0 framework.
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Exploring Industry 4.0: An Examination of Official Plans
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In the first step, while studies such as those by Piccarozzi et al. (2018) have exam-
ined the concept of Industry 4.0 in their research, very few articles have undertaken
a comprehensive comparison or survey of the Fourth Industrial Revolution plans
adopted by various countries.

Our study fills this gap by not only synthesizing the academic perspectives on In-
dustry 4.0, but also by analyzing the official strategic plans of different nations and
reports from leading consulting firms. This comparison allows us to assess how var-
ious countries approach the Fourth Industrial Revolution and how these strategies
differ in their scope and objectives. In the second step, we conducted a bibliometric
analysis by searching for articles that contain the terms “industry 4.0” and “industrie
4.0” in the title.

These articles were retrieved from the Science Citation Index Expanded (SCI-EX-
PANDED) and Social Sciences Citation Index (SSCI) databases between 2013 and
2018, using Web of Science. The reason for starting the search in 2013 is that, under
the parameters of our search framework, no relevant articles were published before
this year.

Finally, in the third step, we present a detailed examination of the current state
of both academic research and practical applications, using the core literature ex-
tension method to highlight future opportunities and challenges. This step offers a
deeper understanding of the ongoing developments in Industry 4.0 and the potential
directions for further research and implementation.
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3. What defines Industry 4.0?

In 2012, the German government introduced the ‘High-Tech Strategy 2020’ action
plan, allocating billions of euros annually for the development of advanced tech-
nologies (Bunse, 2013). The Fourth Industrial Revolution has since become a focal
point of global attention, prompting other nations to create their own plans. France,
for example, introduced the Industrie du Futur initiative, which outlines nine key
development solutions: data economy, smart objects, digital trust, smart power, new
resources, sustainable cities, ecological mobility, future medicine, and future trans-
port (Economie.gouv.fr, 2015). Similarly, the United States launched the Advanced
Manufacturing Partnership (AMP) and supported the establishment of the Industrial
Internet Consortium (IIC) led by General Electric (The White House, 2011). The
United Kingdom’s Department for Business, Energy, and Industrial Strategy (BEIS)
also introduced the Future of Manufacturing initiative in 2013 (BEIS, 2013). Mean-
while, China unveiled its Made in China 2025 strategy, aimed at improving the
global competitiveness of Chinese manufacturing and accelerating industrial up-
grades (State Council of the People’s Republic of China, 2015).

In a report to the European Parliament (Jan Smit, Stephan Kreutzer, Carolin Mo-
eller, 2016), several key characteristics of Industry 4.0 were outlined: interopera-
bility, virtualization, decentralization, real-time capability, service orientation, and
modularity. Most countries, tailoring their plans to their specific national condi-
tions, have launched initiatives focused on Industry 4.0. While this paper primarily
discusses the approaches of major manufacturing nations, particularly Germany,
the United States, and China, similar initiatives have been launched worldwide.
Notably, Germany’s concept of Industry 4.0 and the U.S.‘s concept of the Industri-
al Internet have been the most widely adopted. A closer examination of European
countries reveals that many have developed plans that align closely with Germany’s
Industry 4.0 framework.

To analyze the global industrial strategies, this study compares the Fourth Industrial
Revolution plans of the EU, the U.S., and China. This comparison integrates find-
ings from scientific literature, consulting reports, and official documents as outlined
in the methodology section.

Industry 4.0 emphasizes the interaction on the production side, where it builds upon
a strong industrial foundation and integrates information and communication tech-
nologies (ICT). The goal is to establish smart factories and intelligent production
systems, focusing on the creation of smart products and processes. This paradigm
prioritizes the Internet of Things (IoT) and control logic, with an aim to reduce
labor costs through automation and intelligence. Industry 4.0 can be seen as a top-
down reform, where the manufacturing sector drives advancements in information
technology.

In contrast, the U.S.-led “Industrial Internet” and “Advanced Manufacturing Part-
nership” focus more on the utilization of big data, emphasizing the role of highly
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developed information technology. The U.S. approach involves smart devices, in-
telligent networks, and data-driven decision-making, with a strong focus on sensor
systems and big data analytics. This can be described as a bottom-up reform, where
information technology leads the transformation of the manufacturing sector.

China’s Made in China 2025 initiative is particularly suitable for nations with a late
start to industrialization. It emphasizes the parallel development of manufacturing
and information industries, advocating for the integration of the two sectors and
the concept of “Internet Plus.” China also faces challenges related to the irrational
industrial structure left by the third industrial revolution. As such, its approach rep-
resents a leapfrog development model, offering valuable insights for developing
nations.

This survey contributes to a better understanding of the policy directions across dif-
ferent regions, helping scholars and practitioners avoid missteps. Despite variations
in detail according to each country’s specific needs, many of these plans share sim-
ilarities in their core components. For the purpose of this paper, the term Industry
4.0 is used to refer to the generalized concept of the Fourth Industrial Revolution.

4. Bibliometric Analysis of Core Technologies in Industry 4.0

We conducted a search on the Web of Science for articles published between 2013
and 2018 that included “Industry 4.0” or “Industrie 4.0” in their titles. These articles
were retrieved from the Science Citation Index Expanded (SCI-EXPANDED) and
the Social Sciences Citation Index (SSCI). The search parameters were designed to
focus on the most relevant and high-quality articles to ensure the reliability of the
information. As no articles were found before 2013 within our search criteria, we
concentrated on the articles published from 2013 to 2018, resulting in a total of 282
articles, as shown in Figure 2. Of these, 272 were indexed by SCI, and 69 by SSCI.

Figure 2 demonstrates that the topic of Industry 4.0 has gained increasing attention
in recent years. Following this, we analyzed the keywords used in the articles. It’s
important to note that we only considered author-provided keywords, excluding
keywords-plus, as we believe the former more accurately reflect the focus of the
articles. The keyword frequency analysis, displayed in Figure 3, revealed that, be-
sides “Industry 4.0,” the three most commonly cited keywords were the Internet of
Things (IoT), Cyber-Physical Systems (CPS), and Big Data.
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Figure 2. Literature statistics

As shown in Figure 3, the Internet of Things (IoT) emerges as the most commonly
referenced term in the analyzed articles, followed by Cyber-Physical Systems (CPS)
and Big Data. A noticeable spike in IoT mentions occurred in 2018, reflecting its
growing prominence. This trend suggests that [oT, CPS, and Big Data are not only
key areas of focus in academic research on Industry 4.0 but also likely represent its
foundational technologies.

Due to the significantly higher frequency of these three keywords compared to oth-
ers, only they are included in Figure 3. However, cloud computing and additive
manufacturing also appear frequently, ranking just below the top three. To comple-
ment these findings, we further reviewed reports from prominent consulting firms to
gain insights that emphasize practical applications.
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Figure 3. Keyword statistics

We conducted a thorough review of the top 50 consulting firms listed in the “Vault
Consulting 50” rankings to assess their contributions to the discourse on the Fourth
Industrial Revolution. Among these, we identified 19 firms that had published de-
tailed and specific reports addressing various aspects of Industry 4.0, including its
technological advancements, strategic implications, and potential impact on busi-
nesses. These reports provided valuable insights into how leading consulting firms
perceive and approach the challenges and opportunities associated with the Fourth
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Industrial Revolution.

Additionally, several other firms within the top 50 rankings also mentioned the con-
cept of Industry 4.0 in their publications or promotional materials. However, they
did not produce in-depth or dedicated reports on the subject, instead referencing it
as part of broader discussions on technological innovation or industrial transforma-
tion. This highlights a variation in the level of focus and engagement with the topic
among different consulting firms.
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analytics Reality (AR) Additive technology (VR) learning)
manufacturing

Figure 4. Technical concerns statistics

Figure 4 highlights the key technological areas emphasized in Industry 4.0 reports
published by 19 consulting firms. The “technology concerns” refer to specific tech-
nologies that were given significant attention and detailed analysis in these reports.
The figure showcases the ten most frequently discussed technologies.

Different consulting firms addressed Industry 4.0 from diverse perspectives. For
example, McKinsey & Company (2015), Oliver Wyman (2016), and Beducker
et al. (2017) focused on the digital transformation of the manufacturing industry.
Similarly, RiiBmann et al. (2016) explored advancements in productivity and man-
ufacturing trends. Reports by Roland Berger (2015), Vardhan Singh and Berg-
er (2014), Lindstrom (2017), CGI (2017), and Cotteleer and Sniderman (2017)
provided a broader view, analyzing the implications of Industry 4.0 on economic,
social, and industrial structures.

In contrast, Geissbauer and Vedso (2016), Schreiber et al. (2016), and EY (2018)
examined strategies for developing fully digital enterprises. Jain et al. (2017) ad-
opted a leadership perspective, providing insights into how CEOs view Industry 4.0.
Harris et al. (2018) presented a comprehensive technological framework, while
Goddard et al. (2015) conducted an in-depth study of the Internet of Things (IoT).
Finally, reports by Barbier (2017), Schenkel (2016), and Tratz-Ryan et al. (2018)
discussed future trends and opportunities, and Kiesau et al. (2015) explored the
application of Industry 4.0 technologies in healthcare.

This analysis underscores the diverse approaches taken by consulting firms in ad-
dressing various aspects of Industry 4.0, reflecting its multifaceted impact across
industries and technologies.
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Both academic publications and consulting reports frequently identify the Internet
of Things (IoT) and big data as central themes in discussions about Industry 4.0.
These two technologies consistently emerge as critical components for driving in-
novation and transformation in the industrial landscape. However, a noticeable dif-
ference arises in the treatment of cyber-physical systems (CPS). Academic articles
tend to prioritize CPS more heavily, likely due to its foundational role in theoretical
research and system integration. In contrast, consulting reports, which often cater to
practical and market-driven needs, allocate less attention to CPS.

Conversely, consulting reports place greater emphasis on technologies such as aug-
mented reality (AR), robotics, and 3D printing/additive manufacturing compared to
academic studies. This disparity reflects the consulting industry’s focus on emerging
technologies that are gaining traction in real-world applications and market trends.
These technologies, with their potential to revolutionize manufacturing processes
and enhance efficiency, appear to resonate more strongly with businesses seeking
actionable solutions.

This investigation seeks to provide valuable insights for both researchers and prac-
titioners. By analyzing the differing priorities between academic research and con-
sulting perspectives, it aims to help scholars better understand the evolving needs of
the market. This understanding can guide future research to align more closely with
industry demands, fostering greater relevance and practical applicability. Moreover,
the findings encourage stronger collaboration and mutual understanding between
academia and industry, bridging the gap between theoretical advancements and their
implementation in the business world.

5. Effects on Industrial Sectors

The concept of Industry 4.0 was initially developed with a primary focus on trans-
forming the manufacturing sector. As such, we have compiled and analyzed the
key research trends and the current state of development within the manufacturing
industry as it adapts to the principles and technologies of Industry 4.0, based on an
extensive review of existing literature. Manufacturing, as a cornerstone of economic
growth, is closely intertwined with broader economic development. In particular,
the financial industry plays a crucial role in supporting and driving the transforma-
tion of the manufacturing sector, providing the necessary investment and resources
for technological advancements and infrastructure improvements.

In addition to the manufacturing sector, we also explore the development trajectory
and practical application of Industry 4.0 within the economic and financial fields.
This broader perspective highlights the interplay between industrial innovation and
financial strategies, which collectively enable the seamless integration of advanced
technologies across various sectors. By summarizing both the progress and the chal-
lenges faced in these industries, our study offers a comprehensive understanding of
how Industry 4.0 is reshaping not only manufacturing but also the economic and
financial systems that support it.
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5.1 Financial and Economic Industries

Within the financial and economic industries, big data allows businesses to gather
extensive information on suppliers and customers, providing them with a clearer
understanding of products and services. This data-driven approach enables com-
panies to make well-informed, objective decisions based on concrete quantitative
analysis, instead of relying on previous subjective judgment methods. By utilizing
the power of big data, enterprises can enhance their decision-making accuracy and
overall efficiency.

Simultaneously with the emergence of data platforms, like the Hong Kong Stock
Exchange’s price discovery platforms (Lam, 2014), the French government and
the Future Industrial Association initiated efforts to establish a new price discovery
platform during the Third Future Industrial Conference in Lyon, 2018. Consulting
firms such as Ernst & Young also began offering data services related to these de-
velopments. Creating information platforms to provide data services has become
a prominent focus in the entrepreneurial landscape. Additionally, the potential in-
tegration of blockchain technology into these platforms remains a widely debated
topic.

In the investment sector, the application of machine learning and other algorithmic
techniques has become increasingly prevalent, particularly in the development of
strategies for large portfolio transactions and swaps. These methods harness histori-
cal data to conduct comprehensive data analysis, leveraging past market trends and
experiences to guide decision-making processes. By analyzing extensive datasets,
machine learning algorithms aim to uncover patterns that may otherwise remain
hidden, providing a more data-driven approach to investment management. This
reliance on data-driven methodologies is an evolving trend in modern financial mar-
kets, where the accuracy and efficiency of investment strategies are paramount.

The optimization and refinement of machine learning, along with deep learning al-
gorithms, continues to be an area of active research and development. These ad-
vancements are seen as crucial in the context of big data in finance, where vast
amounts of information must be processed to make timely and informed investment
decisions. The increasing sophistication of these algorithms holds the potential to
revolutionize the way financial data is analyzed, enabling more accurate forecasts
and enhancing overall market performance. However, despite their progress, signif-
icant challenges remain in optimizing these algorithms, particularly in terms of their
ability to adapt to changing market conditions and unpredictable economic factors.
As such, this remains a central topic of discussion and inquiry within the financial
sector.

For example, Cheng et al. (2018) introduced a novel approach to enhancing the sol-
vency prediction capabilities of machine learning models. By employing a matching
sample methodology that accounts for variables such as the year, industry, and the
probability of future bankruptcy, they improved the accuracy and reliability of sol-
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vency predictions. This approach not only highlights the potential of machine learn-
ing to make more informed predictions in the financial sector but also underscores
the growing complexity and specificity of these algorithms, which are increasingly
tailored to address specific challenges within the field. As these algorithms continue
to evolve, their application is likely to become even more refined, offering increas-
ingly accurate insights into a wide range of financial phenomena.

The development of merchant intelligence has become increasingly prevalent
among banks, investment firms, and various other organizations. Through sophis-
ticated data analysis systems, these companies can automatically identify potential
clients while simultaneously detecting individuals or entities engaging in suspicious
or untrustworthy behavior. Similar systems are also being utilized by headhunting
agencies to identify and evaluate human resources. A prominent example of this is
LinkedIn’s automatic recommendation system, which serves as a practical applica-
tion of this model (Yiming Ma, Bee-Chung Chen & Deepak Agarwal, 2017).

In addition, the integration of social media data into finely tuned marketing strat-
egies has already begun to impact everyday life. Platforms like TripAdvisor have
begun recommending hotels and restaurants to users by analyzing data from their
social media activity (Valdivia et al., 2017). The influence of social media data is
also evident in political campaigns, such as during the U.S. presidential election,
where campaign teams used social media insights to inform and tailor their strat-
egies. This illustrates an extension of the field, where data analytics is utilized to
drive decision-making and enhance targeted approaches (Madanapalle, 2017).

Merchant intelligence is now used by banks, investment firms and other organi-
zations to identify potential clients and suspicious behavior through data analysis.
Similar systems are also used by headhunting agencies to identify and evaluate hu-
man resources, such as LinkedIn’s automatic recommendation system. Social media
data is also being integrated into marketing strategies, with platforms like TripAd-
visor recommending hotels and restaurants based on users’ social media activity.
Political campaigns have also used social media insights to inform and tailor their
strategies.

5.2. The Industrial Sector

In the manufacturing industry, the role of the supply chain is critical, as it direct-
ly influences overall operational efficiency and effectiveness. Varela and Tjahjono
(2014) highlighted four key components within the supply chain that are increasing-
ly being shaped by the utilization of big data: Marketing, Procurement, Warehouse,
and Transportation. The application of big data in these areas is anticipated to sig-
nificantly enhance supply chain performance.

At the marketing level, big data is revolutionizing how companies manage custom-
er information and engage with potential clients. By analyzing large volumes of
customer data, businesses can establish more personalized relationships and gain
deeper insights into emerging customer trends. For example, JD has integrated Big
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Data and Artificial Intelligence (Al) to predict consumer demand for products sold
directly on its platform. This data-driven approach allows for the automation of pro-
curement orders to upstream manufacturers, triggered by demand forecasts and re-
al-time inventory tracking, ensuring that stock levels are maintained (Panda, 2017).

In procurement, the synergy between internal and external data systems is essential
for cost reduction and operational efficiency. Barnes & Noble (B&N) provides a
prime example of big data’s impact on procurement. The company offers a portal
through which suppliers can access valuable insights into their sales without the
need for costly software investments, streamlining the procurement process and en-
hancing collaboration with suppliers (Frehe et al., 2014).

Warehouse management, particularly inventory control, has experienced a profound
transformation with the introduction of modern identification systems like Radio
Frequency Identification (RFID). These systems, coupled with data from Internet
of Things (IoT) sensors, enable real-time optimization of warehouse operations. A
study by Giannikas et al. (2013) illustrates how Warechouse Management Systems
(WMS) that incorporate product intelligence can optimize storage location assign-
ments and picking processes. Their research, based on a case study of a third-party
logistics warehouse company, highlights the operational benefits of using big data
to improve scheduling and inventory control.

These examples demonstrate the growing influence of big data across key supply
chain functions in the manufacturing sector. As data-driven solutions continue to
evolve, they are helping businesses optimize processes, reduce costs, and make
more informed decisions, ultimately reshaping the landscape of supply chain man-
agement.

Big data analysis has significantly enhanced transportation efficiency and risk fore-
casting capabilities. Companies now have the ability to not only select the most effi-
cient routes in real time but also mitigate risks such as natural disasters and vehicle
malfunctions. For example, UPS employs telematics-equipped trucks that gather
over 200 data points from more than 80,000 vehicles each day. Using proprietary
package flow technology, UPS determines which packages are loaded onto each
vehicle and then collects operational data from various aspects of its fleet through
its telematics system (Singh Jain et al., 2017).

In addition to examining the supply chain from a specific standpoint, the concept
of multi-tier supply chains has gained increasing attention within the context of In-
dustry 4.0. Pedram et al. (2017) developed a mathematical model for a closed-loop
supply chain network designed to provide decision-making support for end-of-life
tire recovery. Their model helps determine the number and locations of recovery
facilities and the material flows between these locations. Research into multi-tier
supply chains, particularly in the era of Industry 4.0, is an emerging area that will
continue to shape future studies in this domain.

Additionally, Babiceanu and Seker (2016) suggest that the development of cy-
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ber-physical systems (CPS) models at all levels of manufacturing will be a promis-
ing direction for future advancements. Cyber-physical systems, as discussed by Pe-
done and Mezgar (2018), refer to an integrated architecture, such as the Reference
Architectural Model Industrie (RAMI 4.0) and the Industrial Internet Reference
Architecture (IIRA). These systems virtualize and connect services and assets, pro-
viding a foundational framework for manufacturing execution and support systems
in projects like the GINOP initiative.

Smart factories and intelligent machines play a central role in the evolution of In-
dustry 4.0 within the manufacturing sector. Lee et al. (2014) categorized the key
challenges faced by self-aware and self-learning machines into five distinct areas
and developed a smart remote maintenance system in collaboration with Komat-
su. Wan et al. (2016) introduced a software-defined Industrial Internet of Things
(ITIoT) architecture, designed to manage physical devices and facilitate seamless
information exchange. Ji et al. (2016) proposed a model for heterogeneous device
data ingestion on industrial big data platforms. This model incorporates device
templates and strategies for synchronizing, slicing, splitting, and indexing data to
ensure efficient integration and utilization of data. Achieving a smart factory in a
manufacturing environment is a complex systems engineering task that involves the
integration of IoT devices, the development of software platforms, and the selection
of appropriate algorithms. All of these components are crucial in determining the
overall performance of a smart factory.

Furthermore, the impact of additive manufacturing, particularly 3D printing, on
the supply chain is not captured in the previous discussions. 3D printing materials
significantly reduce the need for physical transportation, which in turn alters the
demand for warehouse space. While case studies illustrate the potential disruptive
effects of such technologies on supply chains, Kothman and Faber (2016) argue that
further empirical research is essential to fully understand the underlying mecha-
nisms and broader implications.

This review aims to provide a comprehensive overview of the current research and
practices in the field, offering valuable insights that can expand the understanding
of scholars and practitioners alike.

6. Conclusions

According to a study by BCG, Germany’s projected investment in Industry 4.0 over
the next decade is expected to reach 250 billion euros. While the complete transfor-
mation into Industry 4.0 is estimated to take about 20 years, significant progress and
key benefits are anticipated to materialize within the next 5 to 10 years (Riimann et
al., 2016). Similarly, a PwC survey conducted in 2016 with over 2,000 respondents
reported global digital revenues linked to Industry 4.0 amounting to $493 billion,
alongside annual investments of $907 billion (Reinhard Geissbauer, Jesper Vedso,
2016). These findings highlight that Industry 4.0 represents both a pivotal opportu-
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nity and a significant challenge for businesses.

This paper aims to explore the concept of Industry 4.0 and conduct a comparative
analysis of the various strategies adopted by countries to implement this industrial
revolution. The analysis draws on official reports, consulting studies, and academic
publications. Furthermore, a bibliometric method is employed to identify the tech-
nologies playing a critical role in advancing Industry 4.0. The paper examines the
current landscape, challenges, and potential directions for growth across various
sectors in the Industry 4.0 era, using the core literature extension method. This ap-
proach not only offers researchers a clear understanding of the field’s progress and
emerging areas for investigation but also provides actionable insights for businesses
and organizations looking to innovate and improve their operations.

To ensure the robustness of the research, the initial literature review was limited to
articles indexed in SCI and SSCI with “Industry 4.0” in their titles. This strategy
enhanced the precision of the search and ensured the use of high-quality sources,
forming a strong foundation for the subsequent analysis. The combination of offi-
cial documentation, consultancy reports, and academic research with bibliometric
analysis strengthens the connection between theory and practice, making the study
both applicable and insightful.
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Abstract

The mounting public debt level of Kenya has raised concerns since it is negatively
impacting efforts to finance critical country imports and infrastructural develop-
ment, an indication that the debt being incurred is not translating into economic
growth with significance outflow to meet debt obligations. This study is therefore
an effort to determine the effect of public debt and debt-servicing cost on economic
growth in Kenya from 1990 to 2023. In the econometric analysis of the relation-
ships between study variables, unit root test, cointegration test, Granger causality
tests and fully modified ordinary least square (FMOLS) tests were applied within
the framework of time series data analysis. The existence of unidirectional Grang-
er-type causality relationship between government debt and economic growth and
the long-term cointegration relationship between them was determined. The results
reveal a negative relationship between public debt and economic growth. Further-
more, an increase in the stock of debt and debt servicing payment cost diminishes
economic growth in Kenya. These results underscore the importance of government
to prioritize strengthening public debt management practices, especially in the con-
text of debt servicing cost, where Kenya is exposed to a complete loan default.

Key words: public debt, economic growth, debt service, debt overhang, sustainable
debt

JEL classification: F34, F43, O11, 047

Introduction

Kenya’s debt sustainability has become a pressing issue, exacerbated by various
economic and institutional factors. The country’s reliance on external borrowing
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for growth, particularly from China, and the impact of the COVID-19 pandemic
have significantly influenced its debt dynamics. A complex interplay of economic,
institutional, and sectoral factors influences the sustainability of Kenya’s external
debt. A fundamental determinant of external debt sustainability is the relationship
between Gross Domestic Product (GDP) growth and debt growth. For debt to be
sustainable, the growth rate of GDP should exceed the growth rate of external debt,
ensuring that the debt-to-GDP ratio remains stable or declines over time. This prin-
ciple is supported by studies on ASEAN countries, highlighting the importance of
maintaining GDP growth above the real interest rate to achieve sustainability (Ca-
hyadin, 2021; Elkhalfi et al., 2024).

Research by Auma et al. (2023) shows that external debt positively affects the per-
formance of Kenya’s agricultural sector, which significantly contributes to the coun-
try’s GDP and foreign exchange earnings. Suggesting that strategic investment of
external debt in productive sectors like agriculture can spur sectoral growth and
contribute to overall economic development. Conversely, external debt has been
shown to negatively affect economic growth when not directed towards productive
sectors, underscoring the need for effective debt management strategies (Babu et al.
2014; Kabwoya et al., 2024). Hassan et al. (2023) discusses the national concern by
analyzing the effect of national public debt on economic growth in Kenya, specif-
ically focusing on the impact of domestic debt and external debt on the country’s
economy. It highlights concerns over the sustainability of Kenya’s national public
debt and potential economic effects. It emphasizes prudence in managing public
debt through effective policies and strategies to ensure manageable debt levels and
sustainable economic growth. Similarly, Onjala (2018) discusses the debt sustain-
ability problem in Kenya due to increased external borrowing, particularly from
China, for infrastructure development projects. It highlights the risks associated
with Chinese loans, such as lack of transparency and tying of loans, which could
lead to a debt crisis and slow growth in the longer term.

Kenya’s fiscal policy space has changed significantly in the last three decades on
account of an expansionary fiscal policy driven by large infrastructure spending and
COVID related spending. This has pushed total government debt as a percentage
of GDP from 38.1% in 2003 to an estimated 70.2% at the year 2023, 20.2% points
above IMF’s recommended threshold of 50.0% for developing economies. Figure
1 below show Kenya’s public debt to GDP ratio trend.
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Figure 1: Kenya’s Public Debt Levels.
Source: Cytton (2023).

Notably, as recorded Kenya’s public debt 10-year averaged 18.0% (Kshs 10.5 tn) in
2023, outpacing the economic growth’s 10-year average of 4.5%, an indication that
the debt being incurred is not translating into economic growth. Kenya’s debt level
has been on the rise due to the continued growth in fiscal deficits over the years,
averaging 7.6% of the GDP for the last 10 years, driven by the persistent fiscal defi-
cits resulting from the revenue-expenditure mismatch. This points towards a high
risk of debt distress as revenue alone might not be sufficient to service the
accumulated public debt (Ariemba, 2022; Cytton, 2023).

The rising foreign debt of Kenya has raised questions over the nation’s capacity to
achieve long-term debt sustainability without sacrificing economic development.
Given growing budget deficits and a changing global economic climate, understand-
ing the mechanics of public debt on growth has become even more critical for policy
making. The study answers the following questions: (RQ1) How does government
debt impact economic growth and investment in Kenya? (RQ2) How do debt ser-
vice cost, inflation, interest rates, export levels and budget deficits influence Ken-
ya’s economic growth? (RQ3) Can Kenya achieve sustainable external debt levels
without compromising its economic stability?

The remainder of the paper is structured as follows: Section two covers the literature
review, encompassing the theoretical and empirical background; section three pres-
ents the data and methodology; Section four presents the results and discussions;
and section five contains the study’s conclusions and practical recommendations.

2 Literature Review

According to Krugman (1988), in developing the debt overhang theory, the prospect
of future debt repayments inhibits investment when a nation’s foreign debt is too
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large, slowing down its economic growth. The basic assumption is that rather than
financing profitable developments at high debt levels, fresh borrowing would most
likely be utilized to pay current debt, generating a cycle of stagnation and rising debt
loads. This idea holds for Kenya’s present economic predicament, where growing
public debt, budget deficits, and changing interest rates might impede investment
and development. Saungweme and Odhiambo (2018) claim that debt sustainability
is more difficult when debt exceeds a certain level as its negative effect on de-
velopment becomes apparent. Using the Debt Overhang Theory, this study inves-
tigates how Kenya’s rising foreign debt can cause economic progress obstacles,
endangering long-term debt sustainability. High levels of external debt can lead to a
debt overhang, where debt servicing burdens discourage investment and economic
growth. This was observed in Sri Lanka, where debt overhang and the crowding-out
effect were linked to low economic well-being (Sumanaratne, 2022).

Public debt can be a tool for economic growth if managed prudently, but it also pos-
es risks to fiscal sustainability if not aligned with economic fundamentals. Govern-
ment debt can stimulate economic growth by providing necessary funds for public
investment, which in turn can enhance infrastructure and public services. However,
the sustainability of this growth depends on the effective management of debt levels
and interest rates. For instance, in Nigeria, domestic debt has been found to impact
economic growth positively, but only when managed within sustainable limits (Ibra-
him & Khan, 2019). In Sub-Saharan Africa, a non-linear relationship exists between
debt and economic growth, with a turning point at 11.4% of GDP. Beyond this
threshold, debt crowds out private-sector credit, hindering capital accumulation and
growth (Mbate, 2013). While debt can catalyze economic growth, its sustainabili-
ty depends on prudent fiscal management and balancing public and private sector
needs. The interplay between debt and economic growth is complex, with potential
benefits and risks that policymakers must carefully consider. Effective governance
and institutional frameworks are essential to ensure domestic debt contributes posi-
tively to economic development without compromising fiscal sustainability.

There is a wealth of empirical literature on public debt and economic growth (Babu
et al. 2014; Kabwoya et al., 2024), but little of it specifically discusses Kenya’s ex-
ternal debt sustainability, especially in light of the country’s recent notable increas-
es in external borrowing. Most current research looks focuses on overall govern-
ment debt effect on growth without separating debt servicing cost from public debt.
Moreover, while many studies use traditional econometric approaches (Ibrahim &
Khan, 2019; Mehrotra & Sergeyev, 2021), dynamic methodologies, such as the fully
modified ordinary least squares (FMOLS) approach, which is based on non-para-
metric approach that handles endogeneity and serial correlation issues (Al-Mulali et
al., 2015) is adopted in the current study.
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3 Research Methodology

The study uses World Bank, Kenya National Bureau of Statistics (KNBS), Interna-
tional Monetary Fund (IMF) and CEIC data base which provides data for economic
growth and debt variables. The data is available for Kenya, 1990-2023. Public debt
(PDT) and debt service cost (DSR) act as explanatory variables while economic
growth is measured by GDP per capita growth (GDP) as the dependent variables.
The study followed the empirical work of Nguyen and Bui (2022) to employ linear
interaction model by forming the term of interaction between public debt and debt
service cost (PDT*DSR) on growth model. Finally, inflation rate (INF), exports of
goods and service (TRD) exchange rate (EXR) and interest rate (INT) were includ-
ed as control variables for better understanding about other variables. Table 1 shows
the sources of data and variable information.

Table 1: Variable Information

Variable Measure Data source | Expected sign

Economic|GDP per capita growth [ KNBS Not applicable (Ekin-

growth (GDP) | (%) cietal., 2023)

Total Public | Debt -to-GDP ratio (%) World Bank | Negative (Kabwoya

debt (PDT) et al., 2024)

Debt service | Debt service ratio (% |IMF Negative (Elkhalfi et

cost (DSR) Revenue) al., 2024)

Interactive | Interaction between ex- | Constructed | Negative (Nguyen &

term for | penditure and democra- Bui (2022)

debt stock | cy

(PDT*DSR)

Exchange rate | Official exchange rate|World Bank | Positive (Akpan &

(EXR) (LCU per USS, average) Atan, 2011)

Budget deficit | Fiscal balance (% of GDP) | CEIC Positive (Yusuff & Ab-

(BDB) olaji, 2020)

Lending inter- | Lending interest rate (%) | World Bank | Positive (Yusuff & Ab-

est rate (INT) olaji, 2020)

Inflation rate | Consumer prices index | World Bank | Positive (Elkhalfi et

(cP1) (%) al., 2024)

Exports (TRD) | Exports of goods and | World Bank | Positive (Elkhalfi et
services (% of GDP) al., 2024)

Source: Author computation (2024).
This research used a simple theoretical baseline regression model as shown below.
gdp=f(pdt,dsr,pdt*dsr,exr,trd,bdb,int,cpi) (1)

The baseline model measuring the effect of independent variables on economic
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growth is presented as follows

gdp t =p 0+B 1 pdt t +f 2 dsr_t+B 3 pdt*dsr t+p 4 exr t+f 5 trd t+B 6 bdb_
t+f 7int t +p 8 cpi te t 2)

Where B - are regression coefficient € t -is the error term and the
subscript t

represent time dimension.

To analyze the long-run effect between economic growth and government debt
equation 2 and FOLMS estimation model was used.

3.2 Time series Analysis

In the analysis several modern econometric strategies were adopted during time se-
ries data analysis to investigate the relationship between government debt and eco-
nomic growth. The econometric analysis were done in three main stages. In the first
stage, unit root tests were applied to the factors to determine the stationary degrees
using Phillips-Peron test. In the second stage the length of the lag was determined
using VAR model and Granger causality test was used to determine the causality re-
lationship between variables. In the third stage, cointegration and coefficient of the
variables were estimated by using Fully Modified Ordinary Least Square (FMOLS)
tests to determine the public debt effect on economic growth.

3.2.1 Pre-Estimation Procedure

The estimation analysis started with pre-estimation procedures such as lag selection
criteria, stationarity test and cointegration test. Vector autoregression (VAR) lag
selection criteria were conducted to estimate the best lag length and identify the
best estimation criterion. The commonly used criteria are the Akaike Information
Criterion (AIC) and Schwarz Information Criterion (SIC), both perform well for
small sample data. Unit root testing is an analysis method used to determine the
stability of time series. If the series are not stationary, varying mean and variance,
there could be seasonal effects, trend, conjunctival instabilities (Ekinci et al., 2023).
Stationarity test is important to confirm the result is free of misleading results, hence
the difference of series is taken until the same degree is stationary. During differenc-
ing to avoid losing long term relationship I (0) or I (1) levels are generally preferred
(Baltagi, 2005). In time series analysis the commonly used individual test are called
Fisher-oriented tests (ADF and PP tests). The study applied the Philips Perron test to
confirm stationarity of variables. Once non-stationarity is confirmed the study will
proceed to check the long-term relationship. Cointegration analysis is an approach
developed to reveal the long-run relationship between non-stationary series in the
analysis of econometric data. The common method of cointegration is Johansen
and Pedroni cointegration approach, because it controls for homogeneity (Pedroni,
2004; Alam et al., 2021; Ekinci et al., 2023). The presence of cointegration indi-
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cates the variables can be combined as they share the same stochastic trend. Once
co-integration is confirmed, vector error correction analysis will be conducted to
check for long-run causality or convergence based on error correction term value
and VECM model short run causality to establish the short run relationship between
study factors. Table 6 present Wald test result. The error correction term is expected
to be significant and range between 0 and 1, suggesting convergence (Narayan &
Smyth 2006). Then the study will move to estimating long-run coefficients using the
FMOLS estimator.

3.2.2 Estimation Approach

After determining the cointegration relationship between public debt and economic
growth, FMOLS test was applied to determine the existence of a long-term equilib-
rium relationship. In long-run analysis, many estimation options are available when
using time series data such as ordinary least squares (OLS), fully-modified OLS
(FMOLS) and dynamic OLS (DOLS) econometric tests (Pedroni, 2001). Among
the panel estimators, the FMOLS and DOLS are the mostly used, generate consis-
tent estimates of standard errors and can check for long-run relationships (Stock
& Watson, 1993; Al-Mulali et al. 2015) while OLS can generate biased and incon-
sistent coefficients (Yorucu & Kirikkaleli, 2017) while FMOLS include dynamic
and interdimensional group mean (Ekinci et al., 2023). FMOLS approach is based
on a non-parametric method that takes into account the effect of auto correlation
while solving the endogeneity problem of the regresses (Al-Mulali et al., 2015). In
addition, this approach produces reliable estimates on small samples and provides
robust findings (Phillips, 1995; Khan et al., 2023). As propagated by Al-Mulali et al.
(2015), FMOLS was performed to generate the long-run coefficient effects between
the independent and dependent variables. Finally, Granger causality test was applied
to determine the relationship between two variables, used to estimate the direction
of causality relationship (bidirectional, unidirectional, no causality). Granger cau-
sality analysis is one of many causality tests (Granger, 1969; Ekinci et al., 2023).
The null hypothesis of this test states that there is no Granger causality between the
variables while the alternative states that there is causality and it equally indicates if
the causality is unidirectional or bidirectional.

3.2.3 Post-Diagnostic Procedures

Post-diagnostic estimations were conducted after regression analysis to avoid mis-
leading inferences. The study diagnostic tests included normality analysis using the
Jarque- Berra test, heteroskedasticity examination using the Breusch—Pagan—God-
frey test and serial correlation analysis using the Breusch-Pagan Lagrange Multipli-
er test. All the regression tests were conducted and controlled for.

Empirical Results and Discussion

The econometric assumptions of cointegration test and Granger causality analysis
expect the stationarity of variables to be stationary. Consequently, Phillips-Perron
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unit root test was applied for both level and difference as reported in Table 2.
Table 2: Stationarity Test

Variables Level First difference Decision

Adjusted t | Prob. Adjusted t | Prob. Adjust-
edt

-1.0389 0.7275 |-6.4450*** [ 0.0000 |1(1)
-1.4496 0.5461 |[-6.9694*** [ 0.0000 |I(1)

PDR*DSR 0.0364 0.9554 (-6.0579 0.0000 |I(1)
-1.4526 0.5446 |[-4.0951*** [ 0.0033 |I1(1)
-1.2511 0.6401 |[-5.6700*** [ 0.0000 |I1(1)
-0.4191 0.8944 |[-4.2639*** [ 0.0021 |1(1)
-3.0222** | 0.0431 |- - 1(0)
2.7879 1.0000 |-3.8843*** | 0.0056 |I(1)
-1.1498 0.6838 |-5.0712*** | 0.0002 |I(1)

Note: *** and ** denote significance at a 1% and 5% level of signifi-

cance

Null Hypothesis: The variable has a unit root

Source: Author computation (2024).

As indicated by the Phillips-Perron test result, Table 3, all variables were integrated
of order one I(1), non-stationarity except inflation rate. The null hypothesis is ac-
cepted that the study variables have a unit root at 1 per cent. This confirms that unit
root is present, however, it was removed by differencing.

The second assumption was to determine lag length to be able to perform cointegra-
tion and causality tests. To be able to determine lag length Vector autoregression
(VAR) model was performed and reported in Table 3.

Table 3: Lag Length Test

Lag |LoglL LR FPE AIC SC HQ

0 -779.8483 | NA 3.35e+11 49.2405 | 49.6069 | 49.3619
1 -573.1881 297.0740 | 50925020 40.3242 43.6221* | 41.4174
2 -467.4167 99.1607* [ 8716158.0* | 37.7135* | 43.9429 39.7784*

Source: Author computation (2024).

Table 3 results indicate that the lag of 2 is the most optimal lag length as indicated
by the minimum value (37.7135) of all criteria. In addition, the study findings indi-
cate that AIC is selected as the best estimation criterion. Once lag length stationar-
ity test was established the study proceeded to check for cointegration.
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Johansen cointegration test which uses unrestricted cointegration rank (Maximum
Eigenvalue) and has high power was used examine the long run relationship between
endogenous and exogeneous variables. Unrestricted cointegration rank (Maximum
Eigenvalue and trace) was used to identify the number of cointegration relations in
our model using rank value. The result of the Johansen cointegration test is repre-

sented in Table 4.

Table 4: Johansen cointegration test

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Eigen-|Trace Sta-|0.05 Prob.**
value tistic o
No. of CE(s) Critical
Value
None * 0.9250 | 307.9015 | 159.5297 | 0.0000
At most 1 * 0.9225 | 224.9915 | 125.6154 | 0.0000
At most 2 * 0.7100 | 143.1169 | 95.7536 0.0000
At most 3 * 0.6471 | 103.4958 | 69.8188 0.0000
At most 4 * 0.6002 | 70.1614 47.8561 0.0001
At most 5 * 0.5450 | 40.8235 29.7970 0.0018
At most 6 * 0.3512 | 15.6242 15.4947 0.0478
At most 7 0.0539 | 1.7763 3.8414 0.1826

level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Trace-eigenvalue test indicates 7 cointegrating eqn(s) at the 0.05

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Eigen- | Max-Eigen | 0.05 Prob.**
value o o
No. of CE(s) Statistic Critical
Value
None * 0.9250 | 82.9100 52.3626 0.0000
At most 1 * 0.9225 | 81.8745 46.2314 0.0000
At most 2 0.7100 | 39.6211 40.0775 0.0562
At most 3 0.6471 | 33.3344 33.8768 0.0579
At most 4 * 0.6002 | 29.3378 27.5843 0.0295
At most 5 * 0.5450 | 25.1992 21.1316 0.0126
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At most 6 0.3512 | 13.8479 14.2646 0.0581
At most 7 0.0539 | 1.7763 3.8414 0.1826

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05
level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Null hypothesis: no cointegartion
Source: Author computation (2024).

According to the results of Johansen (1988) cointegration tests; trace test statis-
tic is 15.6242. Since this value is greater than the critical value of 15.4947 at the
5% significance level, the null hypothesis was rejected and Trace test indicates 7
cointegrating eqn(s) at the 0.05 level. For robust check, Maximum eigenvalue was
performed and the result is 25.1992. Since this value is greater than the critical
value of 21.1316 at the 5% significance level, the null hypothesis was rejected and
Max-eigen test indicates 2 cointegrating eqn(s) at the 0.05 level, meaning the error
correction model can be estimated. Since our study indicated that there at least 2
cointegrated equations, we can proceed with estimating the VECM model. This
model contributes to test the long-run and short-term casualty of the dependent and
independent variables.

Given the evidence in favour of at least two cointegrating vector, the study proceed-
ed to check for long-run causality using the vector error correction model (VECM)
and VECM model short run causality using Wald test. According to Yunus et al.
(2014) VECM is employed to identify the movement between the variables, long-
term stable causality between the dependent and independent variables in this study.
Table 5 shows the coefficient of vector error correction estimates.

Table 5. VECM

Coefficient | Std. Error | t-Statistic | Prob.
C(1) |-0.0718 0.0279 -2.5689 0.0168
C(2) |-0.0597 0.0246 -2.4210 0.0234
C(3) |0.1271 0.0510 2.4890 0.0201
C(4) |-6.4888 1.0850 -5.9804 0.0000

Source: Author computation (2024).

In this study, we have the economic growth rate as a dependent variable while the
public debt, debt servicing, budget deficit, inflation rate, interest rate, exchange rate
and economic growth as explanatory variables. After running the VECM test, the
result indicates a long-run association between the variables as it shows that the
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coefficient (C1) is negative and significant, confirms the presence of long run rela-
tionship and convergence (-0.0718).

VECM model short run causality (Wald test) was performed to establish the short
run relationship between study factors. Table 6 present Wald test result.

Table 6. Wald Test

Wald test results GDP DSR

F-Statistics 4.919182** (0.0359) 2.002155
(0.1694)

Chi-square 4,919182** (0.0266) 2.002155
(0.1571)

Note: indicate ** p < 0.05 is signifi-
cance levels, in which the null hypoth-
esis is rejected. Dependent variable:
GDP

Source: Author computation (2024).

Table 6 findings indicate that there is a short run causality running from public debt
to economic growth. Since P-value of public debt is lower than 5 percent level of
significance. However, there is no short run relationship between economic growth
and debt servicing as indicate that by a p-value higher than 5 percent.

Finally, the study proceeded to estimate the long-run coefficient effects using the
FMOLS estimation test. In the next step, in Table 7 FMOLS tests for cointegrated
estimation results were given.

Table 7: Regression model results

Variable Coeffi-|Standard |t-Statis-|p-Value
cient error tics
-0.2466 0.1001 -2.4642 10.0213
DSR -0.2154 0.0947 -2.2749 10.0321
-0.0049 0.0020 -2.4150 |0.0237

0.2169 0.0938 2.3110 | 0.0297
0.0400 0.0191 2.0955 |0.0469
-0.1690 0.0352 -4.7948 |0.0001

-0.0432 0.0482 0.3794
-0.8954

0.1394 0.0570 2.4423 10.0223
7.2049 4.1013 1.7567 |0.0917
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Goodness of Fit || Adjusted R? | 0.7020

F = | P-value(F) = 0.0554
2.2916
Breusch-Pagan |2 = 0.8848 Prob > 2 =
0.5428
Breusch-God- [ x2 = 0.3041 Prob> Y2 =
frey LM 0.7407
Jarque-Bera 2 = 3.7368 P-value(y2) =
0.1543
Durbin-Watson | DW= 1.9246

Note: * p < 0.1, ** p <0.05, *** p <0.01 are significance lev-
els, in which the null hypothesis

is rejected. Dependent variable: GDP
Source: Author computation (2024).

According to the FMOLS coefficient estimation results, public debt is found to have
anegative and significant relationship with economic growth. I unit increase in pub-
lic debt decreases economic growth by 0.24 Unit. Empirical literature observes that
government debt reduces economic growth by discouraging private sector invest-
ment via reduced capital accumulation (Shirai, 2017). This study result is similar
with Kabwoya et al. (2024), Sumanaratne (2022), Onjala (2018) and Shirai (2017)
empirical investigations that observed that debt overhang and the crowding-out ef-
fect were linked to low economic well-being (Sumanaratne, 2022). However, other
studies as reported by Ibrahim and Khan (2019) in Nigeria argue that public debt
can stimulate economic growth by providing necessary funds for public investment,
which in turn can enhance infrastructure and public services development (Ibrahim
& Khan, 2019). Furthermore, Auma et al. (2023) observes the effect can be positive
if accumulated debt is dedicated to the agricultural sector development.

Debt service payment has a negative and significant effect on economic growth, the
study results show that for each one percentage point increase in total debt service
payments to GDP, there will be a negative impact on real GDP growth of 0.21.
The heavy debt burden means that the government will have to increase taxes in
the future to finance the high debt service payments, and this will in turn lower the
after-tax return on capital and reduce the incentive to invest. Lower investment will
then lead to slower GDP growth. Finding agrees with the result of Elkhalfi et al.
(2024) in the case of emerging countries.

The interactive term is negative, implying simultaneous increase in public debt and
debt cost will lead economic growth to decline. The interaction between debt ser-
vicing and public debt is negative and statistically significant at 5 percent. This
means that an increase in the moderator (debt servicing cost) will enhance the im-
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pact of an explanatory variable (public debt) on dependent variables (economic
growth). Specifically, a unit increase in debt servicing cost, will decrease the effect
of public debt on economic growth in Kenya. This implies the cost of debt will in-
crease resulting on negative impact on economic growth and reducing the efficiency
of public debt. Prolonged rise in public debt levels generates increased expenditure
on payment of interest (Elkhalfi et al. , 2024) i. It could replace expenditures that
enhance economic growth, such as health, education and infrastructure develop-
ment. The combination of higher public debt with high debt service ratio inflates the
economic growth. Efficient and sustainable debt servicing is crucial for fostering
economic growth and stability.

Fiscal deficit is positive and significant to economic growth at 5 percent level of
significance. In particular, they find that an increase in the budget deficit by 1 per-
centage points will cause real GDP growth to increase by 0.21 percentage points.
Budget deficit speeds up capital investment and growth as domestic production rises
followed by consumption (Bernheim, 1989; Yusuff & Abolaji, 2020). Yusuff and
Abolaji (2020) reported a positive relationship in emerging economies.

Exchange rate is significantly positive to economic growth. Specifically, increase in
the exchange rate (depreciation) by 1 percentage points will cause economic growth
to increase by 0.04 percentage points. In general, currency depreciation increases
net exports and increases the cost of production. Similarly, currency appreciation
decreases net exports and the cost of production. Thus, depreciation and devaluation
can increase foreign earnings from export and thus grow the economy (Akpan &
Atan, 2011). In contrast, by raising the domestic currency price of foreign exchange
devaluation increases the price of traded goods relative to non- trade ones. This
causes a reallocation of resources resulting in increased production in import com-
peting sectors.

Inflation was found to have a negative and significant relationship with economic
growth. Increase in inflation rate will cause a fall in economic growth. In an infla-
tionary environment, unevenly rising prices inevitably reduce the purchasing power
of some consumers, and this erosion of real income is the single biggest cost of in-
flation (Akpan & Atan, 2011). Inflation can also distort purchasing power over time
for recipients and payers of fixed interest rates. Akpan and Atan (2011) and Elkhalfi
et al. (2024) reported a negative relationship for emerging economies.

Export was positive and significant to economic growth at 5 percent level of sig-
nificance. The study results show that for each one percentage point increase in
exports, there will be a positive impact on real GDP growth, amounting to 0.13
percent. When a firm is exporting a high level of goods, this also equates to a flow
of funds into the country, which stimulates consumer spending and contributes to
economic growth. When a country is importing goods, this represents an outflow of
funds from that country (Elkhalfi et al., 2024).

Interest rate in relation to economic growth was negative but insignificant in Kenya.
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Interest rates can have a substantial influence on the rate and pattern of economic
growth by influencing the volume and productivity of investment, as well as savings
and consumption (Yusuff & Abolaji, 2020). The interest rate is defined as the cost of
borrowing or gain on lending. Typically, a rise in the interest rate encourages people
to save more as the former leads to increased income. However, an increase in the
interest rate also raises the cost of capital, resulting in a reduction in investment
within the economy. Yusuff and Abolaji (2020) concluded a negative relationship
between interest rate and growth.

The adjusted R-squared is 070, indicating the explanation power of the regression
model. Specifically, it implies 70 per cent of the variations of the dependent variable
are explained by the explanatory variables in the model.

4.3 Causality Test

The causality test is used to find out whether a variable helps in forecasting anoth-
er. Although the cointegration test and VECM analysis results show that there is a
long-run relationship between the variables, they do not provide information about
the direction of causality. The Granger causality test is considered a hypothesis test
to determine one variable’s possibility in forecasting the other (Gujarati & Porter,
2009). For this reason, Granger causality analysis was applied in the VAR model
and presented in table 8 below.

Table 8: Causality test results

Null hypothesis Obser- | F-statistics | Proba- | Decision
vations bility

PDR does not Granger Cause GDP |33 6.1666 0.0062 [Unidi-
GDP does not Granger Cause PDR 0.0621 0.9399 rectional
DSR does not Granger Cause GDP | 33 3.4951 0.0447 [Unidi-
GDP does not Granger Cause DSR 0.2224 0.8020 | "ectional
PDR does not Granger Cause DSR 33 5.3504 0.0110 | Bidirec-
DSR does not Granger Cause PDR 5.0223 0.0140 | tional
Note: * p< 0.1, ** p < 0.05, *** p < 0.01 are significance levels, in which the null
hypothesis is rejected. Null hypothesis: no causality

Source: Author computation (2024).

According to the Table 8 results, there are two unidirectional causality and 1 bidi-
rectional relationship among the variables. Results suggest that both public debt and
debt service payment granger cause economic growth. Further, it can be observed
that debt servicing payment contribute public debt and vice versa. Based on Granger
causality results it was determined that there was a unidirectional causality relation-
ship between public debt and economic growth. In addition, there was unidirection-
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al causality between debt service payment and economic growth. Finally, the study
has established a bidirectional causality between public debt and debt servicing cost

The post-diagnostic test results for regression residuals confirmed that the analy-
sis was valid. The model passed heteroscedasticity (Breusch—Pagan—Godfrey) and
serial correlation (Breusch-Pagan Lagrange Multiplier) tests. Furthermore, Durbin
Watson results established that serial correlation may not be a problem. In addition,
the Jarque-Bera test was also tested and the result indicates that the model variables
are normally distributed.

Conclusion and Policy Suggestions

This paper focuses on the role of public debt on economic growth rate taking the
case of the Kenya using annual time series data from 1990-2023. VECM model is
applied to investigate the existence of long-run and short-run associations among
the variables. Diagnostic tests were also carried out to check the credibility of the
study. The Johansen test for cointegration revealed the presence of a long-term re-
lationship between all variables. Through applying the Granger causality test, it is
noticed that there is unidirectional causation that runs from public debt rate and
debt servicing to economic grow rate. Additionally, the public debt Granger causes
the debt servicing and vice versa. Moreover, results also show public debt and debt
serving cost negatively affect economic growth while inflation rate, exchange rate
and exports impact economic growth positively in the long run.

While external debt can be a vital tool for economic development, its sustainability
is contingent upon effective management and policy frameworks. Countries must
balance borrowing with economic growth objectives and be resilient to econom-
ic and non-economic shocks. By implementing sound debt management practices
and exploring alternative financing sources, nations can achieve sustainable debt
levels and foster long-term economic stability. Countries like Kenya are advised
to improve debt management practices, increase internally generated revenue, and
prioritize investments for sustainable development. Reducing reliance on external
borrowing by exploring alternative financing sources, such as taxation and domestic
savings, can help sustain debt. the government should prioritize strengthening fis-
cal discipline and enhance fiscal consolidation by reducing the budget deficit. This
can be achieved through enhanced revenue collection, cutting down on unneces-
sary expenditures, and improving the efficiency of public spending. A lower budget
deficit will help curb public debt growth and reduce associated debt service costs.
Establishing autonomous institutions, such as an external debt management institu-
tion, can provide oversight and ensure that debt sustainability is maintained through
informed policy decisions. Lastly, a comprehensive debt management strategy is
necessary. This strategy should prioritize borrowing for productive investments that
generate sufficient returns to cover the debt servicing cost. Regular assessments of
public debt sustainability and adjustments to borrowing plans based on current eco-
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nomic conditions and debt service capacity should be integral to this strategy. By
implementing these recommendations, Kenya can enhance its debt sustainability,
alleviate the debt servicing burden, and foster a more stable economic environment
conducive to growth and development. The study was carried out in Kenya, howev-
er, given the small sample size, there is a need to increase the sample size to other
African countries to increase the robustness of the regression finding.

References

Akpan, O., & Atan, A. (2011) : Effects of exchange rate movements on economic
growth in Nigeria, CBN Journal of Applied Statistics, 2(2),1-14

Ariemba, J. (2022). Analysis of Kenya’s Public Debt, Implications and Op-
tions  file:///C:/Users/HP/Downloads/22Emerics_article Kenya Jared+Moga-
ka+Ariemba-1.pdf

Auma, O., Byaruhanga, J., & Mungai, A. (2023). Effect of External Debt on Per-
formance of the Agricultural Sector in Kenya. African Journal of Empirical Re-
search, 4(2), 471-479.

Babu, J., Kiprop, S., Kalio, A., & Gisore, M. (2014). External debt and econom-
ic growth in East Africa Community. African Journal of Business Management,
8(21), 1011-1018

Cahyadin, M. (2021). External Debt Sustainability in Selected ASEAN Countries:
Do Macroeconomic Data and Institutions Matter? Jurnal Ekonomi Kuantitatif
Terapan, 37. https://doi.org/10.24843/jekt.2021.v14.101.p03

Cytonn (2023). Kenya’s Public Debt Review 2023: Is Kenya’s Public Debt Level
Sustainable? https://cytonn.com/topicals/kenyas-public-debt-4

Ekinci, G., Kose, A., Cihan A., & Sur, H. (2023). The effect of health research and
development expenditures on economic growth. Hacettepe Saglik Idaresi Dergi-
si, 26(3), 597-614.

Elkhalfi, O., Chaabita, R., Benboubker,M., Ghoujdam,M., Zahraoui, K., El Alaoui,
H., Laalam,S., Belhaj, I., & Hammouch,H. (2024). The impact of external debt
on economic growth: The case of emerging countries. Research in Globalization,
9, 100248.

Granger, C.W. (1969). Investigating causal relations by econometric models and
cross-spectral methods. Econometrica, 37(3),424-438.

Hassan, M. A., Ongeri, B. O., & Ndolo, D. K. (2023). The Effect of National Public
Debt on Economic Growth in Kenya. European Scientific Journal ESJ, 2.

Ibrahim, A. K., & Khan, S. M. (2019). Domestic Debt and Economic Growth in Ni-
geria: An ARDL Bounds Test Approach. Economics and Business, 33(1), 50—68.

Kabwoya, E., Adika,K., Mutua, D., Otieno, K., & Akeet, I. (2024). Regression
Analysis of the Effects of Debt on Economic Performance in Kenya. Mathemat-

PROCEEDINGS BOOK OF THE 12™
228 INTERNATIONAL CONFERENCE



ics, 28-38.
Krugman, P. (1988). Financing vs. Forgiving a Debt Overhang. Journal of Develop-
ment Economics, 29(3), 253-268.

Mbate, M. (2013). Domestic Debt, Private Sector Credit and Economic Growth in
Sub-Saharan Africa. African Development Review, 25(4), 434—446.

Mehrotra, N. R., & Sergeyev, D. (2021). Debt sustainability in a low-interest
rate world. Journal of Monetary Economics. https://doi.org/10.1016/j.jmone-
€0.2021.09.001

Nguyen, M., & Bui, N. (2022). Government expenditure and economic growth:
does the role of corruption control matter? Heliyon, 8 (10), 1-8

Onjala, J. (2018). China’s development loans and the threat of debt crisis in Kenya.
Development Policy Review, 36(52), 710-728.

Pedroni, P. (2001). Fully Modified OLS For Heterogeneous Cointegrated Panels,
Baltagi, B.H., Fomby, T.B. and Carter Hill, R. (Ed.) Nonstationary Panels, Panel
Cointegration, and Dynamic Panels. Advances in Econometrics, 15, 93-130.

Saungweme, T., & Odhiambo, N. M. (2018). The Impact of Public Debt on Eco-
nomic Growth: A Review of Contemporary Literature. The Review of Black Po-
litical Economy, 45(4), 339-357.

Sumanaratne, B. M. (2022). External Debt Sustainability and Economic Growth in
Sri Lanka. Journal of Social Sciences and Humanities Review, 7(4), 271.

Yorucu, D., & Kirikkaleli, V. (2017). Empirical modeling of education expenditures
for balkans: evidence from panel FMOLS and DOLS estimations. Revista de
cercetare interventie sociala,56,88-101.

Yussuff, N., & Omobolanle, R. (2024). Debt and Sustainable Development in Nige-
ria (1990-2021). The International Journal of Humanities & Social Studies.

Yusuff, S. A., & Abolaji, A. (2020). The Impact of Budget Deficit on Economic
Growth in an Emerging Market: An Application of the ARDL Technique. Asian
Development Policy Review, 8(4), 351-361.

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 229



THE FINANCIAL PERFORMANCE OF TOURISM
BUSINESSES IN VLORA DISTRICT AND ITS
IMPORTANCE

Dorina RESMELIU, Edmond KADIU, Mirési CELA

dorinaresmeliu@hotmail.com, ekadiu@ubt.edu.al, miresi.cela@uniel.edu.al

Abstract

One of Albania’s most developed coastal areas, the Vlora District, relies heavily
on the growth of the tourism industry as one of its economic pillars. However, the
financial success of businesses often determines the sustainability of tourism oper-
ations in the region. This paper analyzes the impact of financial sustainability on
the operational continuity, growth potential, and the enduring strength of tourism
businesses in Vlora. Data were gathered through a mixed methodological approach
and included 20 tourism businesses (hotels, travel agencies, and other hospitality
players). Financial data was complemented with qualitative data from semistruc-
tured business owner and manager interviews. The analysis indicated that tourism
enterprises with strong financial health usually manage to provide high-quality ser-
vices, retain the necessary staff, and cope with external shocks such as seasonal and
general economic volatility. The report additionally notes some financial challenges
that small, family-run businesses have to deal with and attempts to rebut what ap-
pears to be a lack of sound financial management practices, at least at the policy
support level. This is critical information for various actors who seek to enhance the
viability of tourism in the Vlora region.

Keywords: economic viability, family business, financial constraints, tourism, sus-
tainable development

Introduction

The relationship between the financial performance and the sustainability of tourism
enterprises has received more scholarly attention, particularly within the context of
developing economies. Financial performance, in this context, refers to the ability
of an enterprise to utilize its assets in its core operations to yield revenue and profit.
In the case of tourism, this performance economically determines a firm’s potential
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to invest in quality service, expand, or sustain itself during off-peak season or during
economic recessions (Gursoy et al., 2017). In recent years, sustainability in tourism
has expanded from a purely environmental perspective to incorporating economic
and managerial considerations. Weaver (2011) indicated that an economically sus-
tainable tourism business aids the community and has a proactive stance with regard
to the risks it faces while being sustained financially over time. Numerous studies
have utilized liquidity, profitability, and solvency as key financial indicators to mea-
sure potential sustainability (Dwyer & Edwards, 2009).

Several international studies highlight that strong financial performance enables
maintaining high service standards, investing in innovative and environmentally
responsible initiatives, and adopting sustainable practices (Alonso-Almeida et al.,
2015). Struggling to meet their financial obligations makes it difficult for enterprises
to provide an adequate remuneration package and increase employee retention.

In Albania, the most developed branch of the economy is tourism, and the Vlora
District is one of its primary attractions, embracing the shores in its coastal config-
uration, culture, and increasing global attention (INSTAT, 2023). The significant
growth of tourism in the region is positively impacting employment, fostering new
economic activities, and promoting the development of tenders and infrastructure
(World Bank, 2022). Rather, the sustained productivity and the competitiveness of
such enterprises revolve very much on their monetary results. Regardless of the in-
dustry type, financial results are the most binding factor with the set of capabilities
within the business’s context. In the case of tourism, the most dominant is their low
level of demand, followed by high OPEX, shock impact (health emergency, eco-
nomic recession), or global disruptions. Financial stability is one of the big issues
facing the industry (Hysa & Mansi, 2021). The situation shows that there hasn’t
been enough research on the tourism business in Albania, especially about its finan-
cial and economic effects, particularly in helping to create lasting solutions in less
developed areas like Vlora.

Trying to disentangle the two issues laced above is the aim of this study for study-
ing selected indicators on monetary output vis-a-vis the long-term sustainability
of tourism businesses in Vlora District. This study showcases the innovative ap-
proach to business sustainability in the Vlora District, emphasizing the importance
of sustainability in the financial flow and balance sheet cycle, both during and after
operations.

Methodology

This study makes use of a quantitative descriptive research design with the objective
of assessing the effects of financial performance on the growth and sustainability of
tourism ventures in the Vlora Region. Data was collected by means of a structured
questionnaire that was segmented into four sections: general business data, financial
data, business development feedback, and perspective on future trends. The ques-
tionnaire is comprised of close-ended (multiple-choice, check boxes) and open-end-

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 231



ed questions, facilitating the gathering of both measurable and narrative data. We
obtained the sample through non-probability purposive sampling, specifically tar-
geting the operational tourism businesses within the region. The questionnaire was
shared through the Google Forms platform, which ensured easy and effective data
collection. Data was analyzed descriptively through the use of frequency counts and
percentage distributions, while open-ended answers underwent thematic analysis
to establish the dominant trends within perceptions and financial issues. The most
significant weaknesses of this work stem from the non-probabilistic sample and the
subjective nature inherent in the participants’ responses.

The research has been divided into two phases:
1. Quantitative assessment of financial data from selected tourism operators.

2. Qualitative business owner and manager interviews for insights on financial be-
havior, operational challenges, and strategic responses.

Sample and Data Collection

We used a purposive sampling technique to focus on 20 tourism enterprises.
Hotels and guesthouses
Travel agencies
Restaurants and other tourism service providers

Data collection occurred between 2023 and 2024.

Interviews: We conducted semi-structured interviews with 20 business owners and
managers. Questions focused on financial decision-making, sustainability strategies
for challenges, resiliency, or adaptability that are most needed.

Results and Discussion

The results of the survey with the tourism operators in the Vlora District will be
analyzed in this section of the paper. The data analysis steps are summarized in the
graphs, which also show the various influences on the companies’ financial per-
formance. With noticeable fluctuations in the volatility of the finances of tourism
businesses, it is evident that there is a certain reliance on seasonality, marketing ini-
tiatives, and even infrastructure investments to reach a particular revenue threshold
and financial health balance. Seasonality is considered one of the most important
factors influencing income growth, as the first graph illustrates. Additionally, graph
two’s findings indicate that improved financial circumstances are
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viWhich are the main sources of income in your business?
@ Foreign tourists
@ Local tourist

Collaboration with
other companies(0)

Frivate investments

-
- SUBSIDIZED

Figure 1 Graphical representation of the answer to a question about “Which are the
main sources of income in your business?”’

The 25% contribution from local tourists indicates a moderately strong domestic
base. Although less affected by global disruptions, the tourism sector is a reasonably
steady source of income that is nevertheless susceptible to regional competition,
seasonal travel trends, and national economic conditions. 15% comes from private
investments, which show the trust of external stakeholders and offer an additional
source of income in addition to operating revenue. Although it may also result in
strategic dependencies or profit-sharing requirements, this type of capital injection
is crucial for expanding operations, making infrastructure investments, and encour-
aging innovation. Partnerships with other businesses contribute just 10% of reve-
nue, while subsidies account for 5%. Lack of integration into larger industrial or
regional development networks may be the cause of the comparatively low level of
inter-business partnership engagement. Additionally, a low dependence on subsidies
points to a lack of institutional or governmental support, which could otherwise act
as a buffer against market volatility or promote capacity building. In conclusion,
the data show that the company is primarily driven by the market and depends little
on institutional backing or various partnership models. It is advisable to investigate
strategies that increase the share of subsidized and collaborative income to improve
sustainability and resilience. Such measures will lower the risks associated with an
excessive reliance on tourism, especially from foreign sources.
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What do yvou consider to be the most specific challenges in managing
the tourism business?

seazonality

26 3%

Insufficient infrastimcture

31.6%

Staff

5.3%

Information dissermination

15.8%

Stiong competition
21 1%

Figure 2 Graphical representation of the answer to a question about “What consider
the most specific challenges in managing tourism business?

Based on survey results, the chart displays the main perceived difficulties in running
the tourism industry. The findings show that, according to 31.6% of respondents,
inadequate infrastructure is the greatest obstacle. This result demonstrates the ur-
gent need for better lodging, transportation, and associated amenities to promote the
growth of sustainable tourism. The second-most time-sensitive issue (26.3%) was
found to be seasonality, highlighting how susceptible tourism-related businesses
are to changes in demand throughout the year, which can affect employment, reve-
nue stability, and investment planning. According to 21.1% of respondents, there is
fierce competition, which implies that companies attempting to keep a competitive
edge face a strategic obstacle due to market saturation and the abundance of ser-
vice providers. 15.8% of participants mentioned information dissemination, which
reflects challenges in efficiently communicating offerings or reaching potential cli-
ents. Finally, only 5.3% of respondents reported staff-related issues, making them
the least important challenge. The low percentage could be a sign of a stable work-
force or underreporting of HR difficulties. All things considered, the information in-
dicates that it’s time for strategic planning and infrastructure development to lessen
the effects of seasonality and competition in the travel and tourism industry.
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VWhat impact has income growth had?

Employment
10.5%

o
Short-term Investment

26.3%

Expansion of Services

31.6%

Marketing and

31.6%

Figure 3. Graphical representation of the answer to a question about “What impact
has income growth had?”

Businesses’ responses to income growth across four strategic dimensions are depict-
ed in this figure. Marketing and promotion (31.6%) and service expansion (31.6%)
received the biggest portions of income growth. This pattern suggests a strong em-
phasis on increasing market presence and service capacity to capitalize on favor-
able financial conditions. 26.3% of investments were short-term, suggesting that a
sizable percentage of companies favored low-risk, time-sensitive investment plans
that were probably intended to increase operational agility. The smaller segment
(10.5%) demonstrated a more cautious approach to increasing human resources,
directing income growth towards employment. According to the data, companies
give reinvestment in areas that foster growth a higher priority than long-term struc-
tural adjustments like job creation. A balanced growth strategy that probably aims
for both client acquisition and capacity building is indicated by the almost equal
emphasis on marketing and service expansion. The comparatively low employment
allocation could be the result of growing reliance on outsourcing and technology or
cautious optimism. These patterns are consistent with post-recovery business prac-
tices that are frequently observed in emerging markets, where firms seek to optimize
operations and consolidate market share prior to making longer-term commitments
to hiring more staff.

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 235



VWhich are your expectations for the financial development of
vour business in the next 2 years?

Significantly improved

Slight improvement

Decrease

Sustainability

Figure 4: Graphical representation of the answer to a question about “What are the
expectations for the financial development of your business in the next 2 years?

This pie chart illustrates the anticipated financial expectations of the surveyed busi-
nesses for the next two years. Most respondents (52.6%) expect to continue to be
financially sustainable, indicating either confidence in their current strategies or sta-
ble economic conditions. 31.6% of participants anticipate a slight improvement,
which suggests cautious optimism. Just 10.5% anticipate a notable improvement,
which may be a reflection of intense competition or unstable economic conditions.
Just 5.3% of respondents expect financial performance to decline. These findings
could suggest a cautious financial outlook in the industry, prioritizing stability over
rapid expansion. Market saturation, regulatory obstacles, or a move toward sustain-
able and long-term resilient practices could all have an impact on this trend.

Discussion:

The purpose of this research is to evaluate how financial performance affects the
expansion and long-term viability of tourism businesses in the Vlora Region. The
study’s conclusions show a complicated environment where a mix of internal and
external factors affects tourism-related businesses. The study’s design, which blends
quantitative and qualitative methods, offers important insights into how operational
difficulties and financial choices impact business plans.

Revenue Sources and Financial Performance According.

According to the revenue distribution analysis, domestic clients make up 25% of
the revenue generated by most tourism-related businesses. Although domestic travel
offers a consistent source of revenue, it is also susceptible to local competition and
the state of the national economy. Private investments account for about 15% of
revenue, which shows a degree of confidence from external stakeholders but also
raises the possibility of reliance on outside funding. The low reliance on subsidies
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(5%) and the absence of significant inter-business partnerships (10% of revenue)
indicate that tourism businesses in this area are comparatively isolated and do not
collaborate as extensively as those in other prosperous tourist destinations. This re-
search suggests a chance to enhance sustainability by fortifying alliances and boost-
ing institutional backing.

Difficulties in Operations

The primary operational issues that this region’s tourism businesses face are in-
frastructure, competition, and seasonality. The high reliance on seasonal income
(26.3% of responses) highlights the industry’s susceptibility to changes in demand.
To support year-round tourism, improve visitor experiences, and promote business
growth, there is a critical need for improved infrastructure (31.6%).

To make the area more appealing to tourists, investments in infrastructure upgrades
are crucial, especially in the areas of lodging and transportation. The effects of sea-
sonality could also be lessened by creating off-season strategies, such as advertising
campaigns aimed at domestic travelers or expanding the range of tourism options to
include cultural and outdoor pursuits.

Strategic Reactions to Income Growth

The statistics imply that Vlora’s tourist companies give marketing and service growth
top priority as their main strategies for income generation (31.6% each). These ini-
tiatives aim to draw more customers and increase service offerings. However, long-
term structural investments, such as human resource development (10.5%), receive
less attention. Advice Although short-term investments in marketing and service
expansion are crucial, companies should also think about long-term plans for sus-
tainable development. Building internal capacity, staff training and development,
and creating more operational foundations to support growth without too much de-
pendence on outside market circumstances could all be part of this.

Future Financial Expectations

With 52.6% of respondents expecting to stay financially sustainable and 31.6%
expecting modest changes, the polls reveal a guarded future outlook. While 5.3%
predict a decline in financial performance, just 10.5% expect a major improvement.
Such an outcome implies the requirement of prudent financial planning. Instead of
rapid growth, tourism companies should prioritize financial sustainability and risk
management.

Adopting long-term resilience plans—such as diversifying target markets, enhanc-
ing service quality, and looking for institutional support to preserve stability amid
possible market disruptions or economic downturns—would help companies great-

ly.

Conclusions
This study highlights a range of internal and external variables, including competi-
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tion, seasonality, infrastructure, and access to capital, that shape the financial per-
formance of tourism enterprises in the Vlora Region, as this study reveals. Although
the companies express a somewhat hopeful outlook for the future, they must address
infrastructure gaps, make long-term investments, and form alliances to ensure sus-
tainable development. Tourism companies in Vlora can better handle the difficulties
they encounter and make use of future chances for development and sustainability
by using a more integrated and strategic approach to financial planning.
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Abstract

The notionof underlying the concept of generic strategies is that competitive advan-
tage is at the heart of any strategy, and achieving competitive advantage requires a
firm to make a choice, if a firm is to attain competitive advantage, it must make a
choice about the type of competitive advantage it seeks to attain and the scope with-
in which it will attain it (Porter, 2004). The purpose of this report is to assess the key
strategies chosen by Ryanair within cost leadership and that were likely to generate
competitive advantages to the organisation.

Furthermore, this paper will analyse the Ryanair’s decision to become a low cost
airline through Porter’s five forces. It will help to understand the industry attractive-
ness and competitive forces. PEST analyses will be directed in order to analyse the
business environment where Ryanair operates. SWOT analyses will be piloted to
diagnose the strategic capabilities of Ryanair. Porter’s five forces will explain the
strategic choice made by Ryanair.

VRIO frame work deeply diagnoses the strategic capabilities of Ryanair, it evalu-
ates and explains the reasons of choosing cost leadership and become a low cost air-
line. VRIO will evaluate Ryanair’s resources’ and capabilities’ competiveness, and
stands for value, rarity, imitability and organisation (Bennett, 1999).Rumelt’s Crite-
ria will be piloted to evaluate the Ryanair’s strategy by asking why some strategies
might succeed better than other. It does in term of four key success criteriawhich are
used to assess the viability of strategic options; consistency, consonance, feasibility
and advantages (David, 1999). In conclusion, recommendations for further develop-
ment and future strategies are given.

1.Problem’s Background

Ryanair is an Irish based company and was founded in 1985. It had only two air-
crafts and it carried 85,000 passengers in its first year. In 1991, Ryanair appointed
Michael O’Leary as CEO, who transformed Ryanair into a low cost airline. With
the deregulation of the prices in of European air market in 1997 and with the adop-
tion of the Southwest Airlines strategy by using only one type of aircraft, Ryanair
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become very successful. In the same year they floated on Dublin SE and Nasdag.
During the years, Ryanair experienced a rapid growth. Today’s figures show that
Ryanair has 300 Boeing 737-800 Aircrafts with around 1,100 routes across Eu-
rope and Morocco. In 2010, over 72 million passengers flew with Ryanair in
46 bases (Ryanair, 2011).

Rather than getting overwhelmed by a multitude of details, therefore, it is necessary
to step back eventually to identify the key drivers for change(Johnson, Scholes and
Whittington, 2009). Key drivers for change are the high impact factors likely to
affect significantly the success or failure of the strategy. The PESTEL framework
provides a comprehensive list of influences on the possible success or failure of
particular strategies (Johnson, Whittington and Scholes, 2011). PESTEL stands for
Political, Economic, Social, Technological, Environmental and Legal.

Political consisted in governments’ support for national carriers (Audebrand, 2010;
Creaton, 2005). The major political issue was the decision that the European Court
would get in order to deregulate or not the European Airspace. Other political issue
wasthe increased security controls in the European Airports. Political restrictions
on migration influenced Ryanair as it limits the number of passengers flying with
the company. Other political concerns for Ryanair were the pressure from the trade
unions as Ryanair had a bad service during the late 80’ (D’Art and Turner, 2005),
further expansion of EU, where Ryanair should adopt its policy to the new EU
member legislation and the increased tax on emission which would influenced on
the Ryanair’s strategy of low cost tickets. Economic aspects were related with the
fact that Low cost airline do well in recession situations or war situations and low
cost airlines attempt to keep low fares in order to generate extra profit (Barney and
Hesterley, 2010; Harvey, 2007; Johnson, Whittington and Scholes, 2011) By that
time England was in a recession due to the Gulf War.

Social factors stand for the rise in travel of elderly people due to the ageing popu-
lation in many Western societies, which expected a higher customer service from
Ryanair. Another social factor is the availability of substitutes such as Eurostar,
Ferries or cars. Technological factorsreferred to innovation of Ryanair’s leadership,
who not only imitated the Southwest’s strategy, but further developed it (Tulder and
Wijen, 2011). Environmental factors that influenced Ryanair’s strategic choice were
the noise pollution controls, energy consumption controls and more important the
land for growing airports (Fremeth and Marcus, 2009). Legal factors consisted with
the restriction on mergers and with preferential airport rights for some carriers that
might not allowed Ryanair to use their airdromes (Harvey and Turnbull, 2002; Luo
and Tung, 2007).

2.Ryanair’s internal strategic capabilities

A SWOT summarises the key issues from the business environment and the stra-
tegic capability of an organisation that are most likely to impact on strategy devel-
opment (Cassani and Kemp, 2003; Johnson, Whittington and Scholes, 2009, 2011,
Porter, 2004). SWOT analyse is usedto better understand the strategic capability of
Ryanair, Ryanair’s SWOT analysis is not absolute, but relative to its competitors.

The main strength of Ryanair in 1991 was the flat organization structure the orga-
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nization had which allowed Ryanair easily to adopt to change(Desai and Mukherji,
2001; Porter, 2004). At that time, Ryanair had an advantage in operating on regional
airports which lead to low cost airport charges (Doganis, 2006,2001; Ryanair, 2011).
Low airport charges facilitated Ryanair to position itself as a low cost airline. Point-
to-point flight that Ryanair operated during those years, allowed Ryanair to have the
ability to cut extra costs such offering meals during the flights or cutting airports
operating costs (Harvey and Turnbull, 2002). Ryanair did not only had international
routes with the UK’s main cities, yet they had international routes to Brussels and
Munich, which allowed them to made the customers around Europe more sensitive
towards cheap flights (Barney and Hesterly, 2012). Even though, going into a low
cost airline it was easily imitated by other competitors, Ryanair was the first airline
to introduce it and would give them major competitive advantages for a short period
(Barney and Hesterly, 2012; Johnson, Whittington and Scholes, 2009, 2011).

As a company who was struggling to survive, Ryanair had some major weaknesses
by the time they decided to turn into a low cost airline(Gittell, von Nordenflycht,
and Kochan, 2004). The main weakness was the battle for survival that Ryanair had
had from the foundation till 1991, where they decided to become a low cost airline.
In 1990 they had loses of £20m (Ryanair, 2011). Other weaknesses were the EU
restrictions on further expanding, distance of the secondary airports from the main
cities and the poor service mainly offered due to the poor Ryanair’s employees’
skills(Fremeth and Marcus, 2009).

Ryanair opportunities in early 90’ were the building of London Stansted Airport,
which would allow Ryanair to operate in an airport that has train connection with
the centre London due to the train’s station from Stansted airport to Liverpool Street
Station. Gulf War created a downturn on the UK economy, which was an oppor-
tunity for Ryanair as it made the passengers more sensitive towards cheap flights
(Audebrand, 2010; Porter, 2004). Other opportunity was that Ryanair were the Eu-
ropean pioneer in providing low cost flights and for a shorter period they would not
have any competitive airline on low cost flights (Fremeth and Marcus, 2009).

The main threats of Ryanair were the possibility of initiation of the low cost strategy
by competitors or new entrants. Legal restriction was a threat as the European flights
price was not deregulated and Ryanair would have faced legal restriction from gov-
ernments where they were operating (Barney and Hesterly, 2012). Other threat was
that was uncertain at that time the decision that the European court would get on
deregulating European flight prices (D’Art and Turner, 2005; Creaton, 2005).

3. Ryanair’s strategic choice

As for any strategy, internationalization needs to be based on possession of some
sustainable competitive advantages (Porter, 2004). Ryanair’s strategy choice was
cost leadership (Barney and Hesterly, 2012). Porter’s Diamond explains the com-
petitive advantages that Ryanair had to overcome the existing companies in that
business environment. Ryanair threats of new entry remains high as the Ryanair’s
services are easily to be imitated. The rivalry among existing firms is also high (Do-
ganis, 2006). National airlines such as BA, Air France and Lufthansa had increased
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their market share in 1990 (CAPA, 2011).

Threats of substitute product were medium as trains, ferries or cars were an option
(Alle, 2004). Buyers’ bargaining power was low because Ryanair was the first air-
line to offer cheap ticket in Europe. Ryanair has used one type of plain throughout
all its history. That has allowed it to gain power towards its supplier, Boeing, and
to reduce the price of aircrafts and of the spare parts (Desai and Mukherji, 2001).

4. VRIO framework

This section considers four key criteria by which capabilities were assessed in terms
of their providing a basis for achieving competitive advantage: value, rarity, inimi-
tability and organisation (Johnson, Whittington and Scholes,2011).

Transforming into a low cost airline it added value to Ryanair as it took advantages
of opportunities and neutralising its main threats and provided potential competitive
advantage (Doganis, 2001, 2006; Ginsberg, 1994). It also add value to customers as
it dramatically dropped the prices down and reduced cost by flying one particular
aircraft, which resulted in one type of mechanics and spare parts and eliminating the
threats from suppliers (Cassani and Kemp, 2003). Ryanair’s decision was rare as
it was possessed only by Ryanair in Europe and Ryanair policy such as passengers
cleaning the plane provided rarity (Harvey and Turnbull, 2002; Ginsberg, 1994).
Even though it was easy to be imitated as there are no patents, the low cost strategy
provided Ryanair with major profits for a short period (Rajagopalan and Spreitzer,
1997). Based on the organisation, the decision to transform into a low cost airline
it made sense as they had a flat organisational structure easily to adapt to changes.

5. Rumelt’s criteria

Richard Rumelt created four criteria for evaluating the strategies: consistency,
consonance, feasibility and advantage (David, 1999). Consistency, to transform into
a low cost airline they needed to implement internal low cost strategy through the
service they provide e.g. passengers cleaning up the plane or extra pay for meals or
snacks. Based on consonance there were two reasons why Ryanair could succeed in
adapting to new trends as they have a flat organisation structure, which allows them
to quick adapt to changes and as due to demand of passengers for cheap prices, they
do not get affected by the trend of ticket’s prices (David, 1999; Porter, 2004).

Feasibility is in terms of money, capital, technical resources and time span (David,
1999). Ryanair had the money and capital to develop the low cost strategy despite
loses as they were further investment made by Ryan family and also had the
management resources as their CEO had studied the Southwest Airline low cost
model (Flyn and McAuley, 1998). Low cost strategy it gave them a competitive
advantage as it increased their profits, resources and it would give them a leader
position in the low cost market even for a short period.

In 1991, Ryanair appointed Michael O’Leary as CEO and he travelled to USA and
studied the most successful low-cost airline at that time-Southwest Airlines. O’Leary
was convinced that once the European airspace was deregulated, an airline that
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adopted Southwest’s model of quick turnaroundswould be extremely successful.
Ryanair adapted Southwest model with no frills, no business class, using one single
aircraft type and flying into smaller regional airports (Barney and Hesterly, 2012;
Ryanair, 2011).

6. Conclusions and Recommendations

Main recommendation for Ryanair is to expand in new markets such Asia or USA
as potential markets. Their expansion it can be achieved through two main ways:
building alliances or acquiring existing companies. The ability of an airline to join
an alliance in order to use their facilities in Asia or USA is often restricted by laws
and regulations or subject to approval by authorities such as Antitrust laws (Tulder
and Wijen, 2011).landing lines may not be owned by airlines but by the nation in
which their head office resides and is the risk of the Ryanair’s to adapt its policy to
that country policy Schuler and Jackson, 1987;Sutcliffe and Zaheer, 1998).

In this case, literature argues that acquiring existing airlines companies is the best
way to entry in new markets (Barney and Hesterly, 2012; Porter, 2004; Tulder and
Wijen, 2011). Yet, there is a need of product differentiation such offering both econ-
omy and business class and offering drinks and meals due to the long journeys
(Johnson, Whittington and Scholes, 2009, 2011).

The strategic choice made by Ryanair was cost leadership. External Ryanair’s anal-
yse (PESTEL) identified the key drivers for changethat might have affected the suc-
cess or failure of cost leadership (Johnson, Scholes and Whittington, 2009). SWOT
analyse is used to better understand the strategic capability of Ryanair, Ryanair’s
SWOT analysis is not absolute, but relative to its competitors. VRIO framework
showed that low cost strategy it added value to Ryanair. Ryanair had the capital
and managerial ability to adapt low cost strategy, low cost strategy was also rare in
the Europe market and the flat organisational structure made them easier to adapt
to changes. Yet, low cost strategy was easier to imitate, it secured to Ryanair extra
profits for a short period of time. Furthermore, Rumelt’s criteria evaluates Ryanair
had the consistency, consonance, feasibility and advantage by the implementation
of low cost strategy.

Ryanair adapted the Southwest airlines model with no frills, no business class, using
one single aircraft type and flying into smaller regional airports. Future recommen-
dations for Ryanair is expand in new markets such as Asia and USA. Expansion
can be made through mergers or acquiring existing airlines companies that operate
in those areas. Yet, literature argues that acquiring existing airlines is the best way
as mergers pass through legal restrictions and take more time(Barney and Hesterly,
2012; Porter, 2004; Tulder and Wijen, 2011).
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Abstract:

The development of inbound tourism in the Balkans is setting the standard for the
direction of general tourism development in the Balkans. This paper aims to show
how grouping the tourist offers of the countries in the Balkans into a single entity
can achieve recognition in the tourist market. The Balkans, as an underdeveloped
tourist destination, could experience the peak of development through inbound tour-
ism marketing strategies, especially due to transit position on the world map. The
methods used for the purposes of this research are the collection and comparison
of data on the current level of tourism development and future planned strategies
for tourism development in the Balkan countries. The paper defines and explains
tourism concepts necessary for considering the aspect of the development of the
Balkans as a whole in terms of tourism.

Keywords: Balkans, tourism, inbound tourism, tourist organization, tourist attrac-
tions, tradition, culture, gastronomy

Introduction

With the development of industry and scientific achievements that have replaced
human labour in industry, there is a surplus of free time and sufficient funds, which
is the basis for tourist travel and the flourishing of tourism as an economic sector,
and each achievement in various fields only improves the tourist offer. Nowadays, it
1s almost unthinkable not to use free time for tourist travel, and more and more often
businesses are turning to modern methods and computerization that enable remote
work, and such benefits are used to work and at the same time enjoy themselves at
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favourite destinations. The increasing and diverse demand for travel also shapes the
tourist offer, which, in addition to adapting its services to provide rest and recreation,
also provides additional content for the needs and desires of tourists. In order to pro-
vide tourists with complete enjoyment, chains of economic entities are created that
connect with each other and provide the final product to tourists. The main goal of
every tourist agency is to connect transport companies, accommodation companies,
food and beverage companies, and entertainment and recreation companies and to
offer such a group of diverse services to tourists as a final product. The Balkans, as a
natural entity made up of states whose territorial position is transit while connecting
east, west, north and south, is of interest to different peoples of the world. With its
rich history, tradition and culture, unification as a natural entity made up of different
states and peoples, it can stand out in the tourist market. In order to achieve leading
positions as a destination, the Balkans must develop inbound or receptive tourism
that could form an offer depending on the demand in the tourist market.

Definitions of tourist trips and destinations

The first tourist trips date back to ancient times, when the Romans travelled to their
spa resorts to get treatment or to other places to watch gladiatorial games. However,
the first trip that is characterized as a tourist trip and marks the beginning of the de-
velopment of tourism as an industry is the trip organized by Thomas Cook for 540
people from Leicester to Loughborough in 1841, by rail for the Anti-Alcoholic So-
ciety. At that time, a discount was first given for group travel, and on that occasion
Thomas Cook rented the entire train composition and the passengers was offered tea
and music. The term tourism first appeared in 1873 in the dictionary of the French
philosopher and politician Emile Littré as a set of relationships and phenomena that
arise from the travel and stay of visitors to a place if this stay does not establish per-
manent residence and if no economic activity is associated with such a stay.

The term tourist is mentioned before the organization of the first trip and was used
by the French writer Marie-Henri Beyle, known under the pseudonym Stendhal in
the travel novel “Memoirs of a Tourist” in 1838. A tourist is a person who leaves
his place of permanent residence and goes to a tourist destination where he stays,
spending certain funds, all in order to satisfy his tourist needs. In order to better ex-
plain the concept of a tourist, it is necessary to precisely explain what tourist needs
are, as well as what a tourist destination or tourist destination is.

Tourism needs are tertiary human needs in the Henry Murray’s table of needs
and they can never be fully satisfied. The question arises as to how the peak
of satisfaction of tourist needs is never reached? The answer to this ques-
tion can only be obtained when the needs of the primary and secondary or-
der are defined from the Henry Murray’s table. So, basic needs are the needs
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that a person as a human being has every day, and these include the need to
breathe, the need to sleep, the need to defecate, the need to drink, to eat, etc.
Theseneedsareinnatetoevery humanbeingandtheirsatisfactioniscarriedoutonadaily
basis. A person cannot influence this type of need, they are biologically innate and their
satisfaction is necessary for human life. Secondary needs are needs of a social nature.
Such needs include the need to communicate with other people, the need for work,
the need to learn, etc. Secondary needs can reach a peak of satisfaction and be com-
pletely satisfied, but they can also be partially satisfied. These needs do not have
a time limit for their satisfaction. They can be satisfied immediately, or they can
be satisfied over a longer period of time. A person encounters basic and second-
ary needs every day and throughout their entire life. However, with tertiary needs,
which include tourist needs, the existence of such needs depends on the person
themselves. What kind of tertiary needs a person will have, depend on his character,
upbringing, environment, way of growing up, education, social status, employment
and many other factors. Exactly these factors make a person to have various hob-
bies, interests and desire to learn and discover something new in life. When a person
develops these types of needs, he constantly craves new challenges and his mind
constantly produces new ideas. The more a person is dedicated to his hobbies, the
greater the inability to fully satisfy this need. Therefore, tertiary needs can never
be satisfied in general. When it comes to the need to travel, a person, by informing
himself about various destinations, develops a desire for a tourist trip to those des-
tinations. In accordance with his financial and time limitations and possibilities, he
travels to certain destinations and gains new experiences and new knowledge. Upon
returning from a trip, he already begins to look at new destinations, which he adjusts
to his free time and financial resources. Of course, all his travels or the satisfaction
of his travel needs depend on his primary and secondary needs, that is, on his health,
which is primary, and free time, financial resources and social opportunities, which
are secondary needs. There is no person who has managed to visit all the places in
the world, and even if someone tried, he would need unlimited funds and unlimited
time to fulfil such a need. Since human life is limited, as are finances, the complete
fulfilment of the need to travel is also limited. There will always be some place that
we have not visited. But it is not just the absence of some place that we have not
visited that prevents us from satisfying the need to travel. Over time, tourist destina-
tions change, the tourist offer is enriched and the tourist attractiveness of the place
expands. It very often happens that we visit a tourist destination several times and
are always surprised by a change. This change can be related to our personal expe-
rience and psychological state; it can be related to new knowledge about the tourist
destination; and it can also have a physical character.

Personal experience or psychological state refers to our inner experience of a par-
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ticular tourist destination. It is possible that we experienced a tragedy during a pre-
vious visit and associated our stay in a tourist destination with sadness, but upon
our next return to this place, we recovered from that tragedy and found some inner
peace or happiness, and now experience that same destination as a source of happi-
ness and joy.

Every trip brings with it a new experience and new knowledge, regardless of wheth-
er you travel under the same circumstances as the previous time or with a change
in circumstances. You may be travelling the same route, staying in the same hotel,
using the same means of transportation, travelling with the same people as the pre-
vious time, but you will certainly have different experiences and new knowledge
on that trip precisely for the previously described reason, personal experience. If
you travel alone under the same circumstances as the previous time, your personal
experience or mental state could make you notice something that you left out or did
not notice the previous time; you may meet someone who will give you additional
information about an object; you may read an inscription that you did not pay atten-
tion to the previous time, etc. If you are travelling with another person or with sev-
eral of them, it is their personal experience or mental state that will greatly influence
the new experience and the acquisition of new knowledge on the trip.

With the emergence of innovations in all aspects of human life, there are also ten-
dencies for progress and improvement, and it is therefore quite possible to notice
physical differences in a tourist destination. It is highly likely that a facility will be
renovated, an area will be landscaped, a change in the personnel structure will be
made, etc. It is precisely all these changes, whether it is a city, village, settlement,
museum, cultural monument, facility, hotel, nature reserve or other type of tourist
destination, that create a different experience with each visit to this place.

A tourist destination is a set of tourist attractions, infrastructure, equip-
ment, service providers and other supporting sectors concentrated in well-de-
fined geographical areas whose integrated and coordinated activities con-
tribute to the overall tourist experience of visitors to a particular destination
. In order for a tourist destination to develop, three key factors are also necessary:
attractiveness, infrastructure and marketing promotion.

The attractiveness of a tourist destination represents the specificity and uniqueness
of a particular tourist destination. It is precisely the attractiveness that attracts tour-
ists to come to that particular destination. Attractions can be natural and anthropo-
genic. Natural attractions include: seas, mountains, lakes, rivers, etc. Natural attrac-
tions can be grouped into phenomena or those natural attractions that are rare in the
world (deserts, glaciers, etc.) and permanent, which are those natural attractions
that exist everywhere in the world (mountains, seas, etc.). Anthropogenic tourist
attractions represent everything that has been created by human hands and include:
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cultural monuments, buildings, religious buildings, etc.

The infrastructure of a tourist destination refers to access and development of the
destination itself. This includes roads, food and accommodation facilities, telephone
and internet access, etc. Infrastructure facilitates access to and stay at the tourist des-
tination itself, and the more developed the infrastructure, the greater the likelihood
of an increase in the volume of tourists.

Marketing promotion of a tourist destination is a very important factor in the devel-
opment of a tourist destination. In order to generate a desire to visit a tourist desti-
nation, it is necessary to promote the destination itself and present its attractiveness
and infrastructure as the best resource for using tourists’ free time and money. Mar-
keting promotion is found in every factor related to a tourist destination. This means
that in addition to tourist information centres and agencies that directly promote the
destination, it is also necessary to promote facilities, hotels, restaurants and other
factors of the tourist offer. But it is not only the direct factors of the tourist offer of
a destination that promote that destination, but also services related to the work and
maintenance of everyday life at that destination. In this regard, the population, utili-
ty companies, the urban environment of the area in which the destination is located,
the country of the destination, laws, regulations, borders and customs, tourists who
come to the destination, the media and many other factors indirectly influence the
marketing promotion of a particular destination.

The role of travel agencies and tourist organizations in promoting the Balkans
as a tourist destination

Scientific achievements in industry and inventions of machines that replace human
labour have greatly influenced the surplus of free time in people, so they have found
ways to use that free time. With the emergence of the bourgeois class that has free
time and money, which was previously the case only with noble families, the need
for travel arises. Especially after the development of transportation, tourist travel
has become an increasingly common way of using free time. At first, people opted
for shorter distances and train travel because it was a safe way to get around in an-
other place. However, with the emergence of the automobile and aircraft industries,
people from Western European countries that otherwise had plenty of free time and
money use these discoveries to visit even further destinations. As the demand for
travel increases, so does the need to form travel agencies that would organize trips
and find accommodation.

There are several definitions of travel or tourism agencies in the professional litera-
ture, and the definitions have changed as the concept of a tourism agency has changed
during their development. Before World War I, a tourism agency was any legal or
natural person who acted as an intermediary between transport services and accom-

PROCEEDINGS BOOK OF THE 12™
250 INTERNATIONAL CONFERENCE



modation services. With the expansion of tourism after World War I1, the travel agen-
cies experienced significant development in the mediation and development of their
own specific services, thereby significantly contributing to the general development
of tourism in the world. Tourism theorists Walter Hunziker and Kurt Krapf defined
an agency as “any company that, during the travel and stay of foreigners, either
mediates the necessary services of third-party companies, or offers them in various
combinations as its own services”, while the definition of German theorists of trav-
el agency business Heinz Klatt and Jiirgen Fischer more closely describes today’s
travel agencies. They define a travel agency as a business organization that mediates
the services of third-party organizations, which are necessary for the travel and stay
of tourists, to travellers or, in special combinations, offers them as its own services”.
These definitions very clearly describe what a travel agency essentially represents
and what its main activity in the economy is. However, with the development of sci-
ence and the expansion of demand, a travel agency, in addition to the basic services
it provides through its activities, can also provide additional services depending
on demand. Also, if the demand is specific, the travel agency directs its business
towards the specificity of the demand. The basic division of travel agencies is that
they are divided into:

Outbound travel agencies

Outbound travel agencies are specialized travel agencies that organize and sell trav-
el packages to various destinations.

Inbound travel agencies.

Inbound travel agencies are specialized travel agencies that organize and sell packages
in the area where they are located. These are agencies that deal with inbound tourism.
In order for a travel agency, whether it is an outbound or an inbound one, to be able
to organize a trip, it must have a travel organization license that proves its ability
to realize the trips which it organizes. In Europe, the license is issued by the state
authority of the country in which the agency is located. A travel agency, a travel
organizer, may or may not sell its own arrangements. A license is not required to sell
arrangements because the travel organizer guarantees the realization of the trip with
its license. However, there are travel agencies that only sell the travel organizer’s ar-
rangements, and these are intermediary agencies, also called subagents. Subagents
make a profit by receiving an agreed percentage for the sale of the arrangement from
the travel organizer for each sale of an arrangement.

For the development of tourism in the Balkans, both outbound and inbound travel
agencies are necessary, as well as tour operators and subagents. However, a special
focus in development must be on inbound travel agencies that would organize and
sell trips in the Balkans. Due to the underdeveloped inbound tourism, local tourist
information centres have been established to provide tourists with the necessary

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 251



information about the destination they are in. Very often, these tourist information
centres also perform the work of inbound travel organizers and subagents, and in
addition to providing tourists with the necessary information, they also organize and
sell smaller tours that include tours of interesting locations at the destination. They
usually have pre-prepared programs for visiting tourist attractions, but they often
organize them at the request of tourists after providing information about all loca-
tions at the destination. Depending on the attractiveness of the tourist destination,
such tours can be thematic and are most often determined by the age structure of
tourists, their interests and the areas covered by certain topics. All these excursions
are accompanied by local tourist guides who have licenses to perform tourist guide
work. In addition to the basic offer of excursions and information, info centres may
also offer services from local tourist guides who speak various foreign languages,
headphones with recorded audio guides for localities, as well as services from cura-
tors at culturally aware places.

In addition to agencies that play a major role in the development of tourism both in
the world and in the Balkans, there are also state tourism organizations that promote
tourism throughout the territory of the country in which they are located. Their main
activity is the promotion of tourist attractions and infrastructure for destinations in
their country to foreign tourists. Each of the state tourism organizations also has
local tourism organizations that promote the city or municipality in whose territory
they are located. Depending on the statute of operations, tourist organizations aim
to collect data on the attractions and infrastructure of a particular destination, to
participate in their promotion and further development.

The “Mini Schengen ” initiative, which changed its name to “Open Balkans” in
2021 and aims to improve relations between the countries in the Western Balkans,
more precisely to implement the four freedoms of the European Union in the West-
ern Balkans region as soon as possible: the movement of people, goods, services
and capital, which Serbia, Albania and North Macedonia have joined, can contribute
to the development of inbound tourism in the Balkans. Since the ultimate goal of
the initiative is to enable the countries of the region to open their borders in order
to make life easier for citizens, as well as business, by joining other countries in the
Balkans, a Balkan Tourism Organization could also be established, which would
aim to market and promote the tourism potential of the Balkans to countries around
the world. This type of cooperation would unite the Balkan countries into a single
entity and offer the world tourism market the products, services, culture, tradition
and gastronomy of the naturally already defined entity of the Balkans.

Combining culture and tradition to develop tourism in the Balkans

From a natural point of view, the Balkan Peninsula represents an indivisible whole

PROCEEDINGS BOOK OF THE 12™
252 INTERNATIONAL CONFERENCE



characterized by hilly and mountainous terrain, lowlands, plains, river and lake,
sea and much other potential for the development of tourism. But in addition to
natural potentials, the Balkans are also adorned with a rich culture, tradition and
gastronomy. Due to the constant conflicts in the Balkans, looking through history,
the borders of the states on the Balkan Peninsula have often moved, and thus chang-
es have been created in the border areas of each state in genetics, culture, tradition,
gastronomy, but also language. In each of the border regions, these factors differ
from those in the interior. On the other hand, there are great similarities in the same
factors between places on one side and the other of the border. It is precisely these
differences and these similarities that make the Balkans a unique whole that could
gain a special place in the tourist market due to its attractiveness.

When we talk about the history of the Balkans, regardless of the conflicts and wars
that have been fought over the territories of the states, the peoples of the Balkans
live together, do business and move freely, respecting the past and leaving it written
in the history books. In this regard, throughout the Balkans there are cultural and
historical monuments that remind of a part of history and the period when and in
whose honour they were built, and which also represent the cultural heritage of the
state in which they are currently located. Thus, in every state in the Balkans, church-
es, mosques and cathedrals can be found, and in many cities they all stand side by
side, representing a tourist attraction as a whole. By presenting religious buildings
as a whole, tourists can be offered a great wealth of knowledge that includes learn-
ing about religions in the Balkans.

Each country in the Balkans has its own tradition, which includes costumes, folklore
and music, and within each country, costumes, folklore and music differ accord-
ing to the regions for which they are characteristic. Accordingly, in border regions,
special details are added to costumes, music and folklore that contain some of the
details from the costumes, folklore and music of the country next to whose borders
they are located. and through the presentation of tradition on the tourist market, the
offer of the Balkans as a whole can be mapped, which contains differences but also
similarities in tradition that can arouse interest in countries around the world. What
is also part of the tradition of the entire Balkans are the motifs on costumes and
fabrics. Iren Velichkova - Jamami , in her publication “ Bulgaria in embroidery ,
drew a map of the country of Bulgaria with motifs specific to a certain region of the
country of Bulgaria.
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Iren Velichkova — Yamami mapped each area in Bulgaria according to the motifs
that make that area recognizable. She presented the motifs in their original form and
colour, and in the publication she explains the method of making them as well as the
meaning of the motif itself and its colour. All motifs are made based on imitating
elements from nature. As the state of Bulgaria is limited as a whole by administra-
tive borders, the image of these motifs is presented within the edges of the admin-
istrative borders. However, as the state of Bulgaria represents a natural whole, the
motifs are connected as a whole within the borders of the state. But the Balkans also
represent a natural whole that has administrative but not natural borders where the
landscapes gradually change, merging into each other and where the motifs of the
entire Balkans can be mapped based on the natural whole .

Human nutrition is also connected to the natural environment. Since the beginning of
man, people have been eating what they could find in nature. Combining raw materials
from nature, various dishes were created. With the beginning of travel and the bringing
of raw materials from other regions, food became more diverse; with the appearance
of industrial products in the diet, the emergence of retail chains and the study of mar-
keting, today we have various delicacies from different parts of the world available
on our tables. However, traditional cuisine is considered to be those dishes that are
prepared from raw materials from the region where these raw materials can be found.
The Balkans, as a natural entity, can offer the tourist market various dishes that are
specific to the Balkan Peninsula, for the preparation of which raw materials from
the Balkans were used.

Conclusion

By defining attractiveness as the basic factor of any tourist offer, it can be con-
cluded that the tourist offer should contain factors that have not been seen in the
world. Only in this way, as a unique offer, with all its specificities can stand out on
the tourist market and attract a large number of tourists. The fact that the Balkans
possess the attractions that are necessary for the development of this region as a
tourist destination is shown by the position of the Balkan Peninsula itself, as well as
the diversity of the offer through nature, history, culture, tradition and gastronomy.
Regardless of the diversity of countries and populations on the Balkan Peninsula
itself, their ethnicity, genetics, statechood and laws, religion and commitment, there
is a connection between all these factors in the Balkans. By creating the Balkan
Tourism Organization as the umbrella organization of tourist organizations of the
Balkan countries, better mapping on the tourist map of the world can be achieved.
By joining and forming Balkan chains of companies that are factors of the tourist
offer, a certain identity of recognition in the world is created. The basic strategy that
would enable a position on the tourist market includes the development of inbound
tourism. Through inbound or receptive tourism, tourists could be provided with a
complete experience in the Balkans that would meet all their expectations depend-
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ing on their demand. The entire marketing would be based on the promotion of
diversity that unites into a whole, and provides tourists with a wide range of knowl-
edge from various fields and the functioning of social communities.
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Abstract

The flexibility of global dynamics, policies, and the industrial revolution (4IR),
interact in many ways with the e-commerce perspective, emphasizing the impor-
tance of institutional factors for the strategic decision—making of organizations and
companies. The exclusivity of trends in e-commerce for customer satisfaction in an
increasingly fast and unsatisfied e-world, appeals for institutional inclusiveness,
new rapid strategic decision—making, sustainability and social innovation. The pa-
per provides an overview of the impact of institutions on e—commerce within a
theoretical framework at two levels, (1) by analyzing the institutional framework of
strategic decision—making in metropolitan areas and (2) by examining the barriers
to the development of e-commerce in the sub—urban periphery. The essay empha-
sizes the importance of institutions in both metropolitan and sub—urban areas for
improving structural capital, efficiency, and sustainability of e-commerce, underlin-
ing in particular the importance of innovative leadership for ethics and establishing
a culture of development within the company in sub—urban areas — as a symbiotic
mix between the pragmatism of company objectives and new philosophy. Through a
stylized view, we argue the importance of institutional culture for strategic decision
making in e-commerce and increasing confidence within the ecosystem, the value
chain and e-marketing.

Keywords: e-commerce, innovative institutions, culture, ethics, strategic decision—
making.
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INTRODUCTION

The uncommon implications of the industrial revolution (4IR) and convergence
with digital innovations have influenced the rapid expansion of e-commerce in both
the developed world and the developing periphery. Based on the differences be-
tween countries, the new paradigms and the multidisciplinarity of the categories of
analysis, such as age, economic, cultural, geographical, historical, technological and
professional, etc., the discussion on e—commerce modalities has become particular-
ly sophisticated and attractive for the researchers. Furthermore, the management of
strategic decision—making in e-commerce within the multi—-dimensional framework
of institutional functioning varies widely across countries, affecting start—ups, pro-
cesses and outcomes, and mainstream organizations and companies. The challenges
of e-commerce in the developing world include the dynamics of different eras and,
in addition to issues such as technology and access to it, they face millennium trends
such as economic restructuring and competitiveness on the one hand, and the in-
creasing importance of customer satisfaction in a rapid e-world where uncertainties,
dissatisfaction, etc., also grow with intensity.

Navigating between the challenges of increasing competitiveness vs. customer
satisfaction is not easy. So, the shift towards customer service sophistication (e.g.
the e-commerce management model of big seaports from China) is challenged by
the conceptual need for increased industrial production and productivity (see the
tariff era we have entered and the justifications). Amidst this (new) complex land-
scape and (old) theoretical clichés, multi-dimensional decision—making potential,
as professional, intellectual, cognitive and cultural, capable of rapid modifications,
represents an imperative source for determining success even where a culture of
development does not exist (e.g. capacities do not develop). Furthermore, while
free trade agreements are continuously promoted in the developing world and as
productivity growth is an acute issue and few can be enthusiastic about static gains,
a justified research concern relates to the dynamic effects (e.g. cost—benefit) and so-
cial and cultural implications such as growth per capita, demographics (e.g. youth)
and wealth, which determine the horizon of e-commerce.

The sustainability of e-commerce through human—capital-technological factors in-
teracts in many ways with production systems. Given the constraints of developing
countries, such as market forces and effects (or anti—competitive behaviors), social
welfare and redistribution, structural capital and public hierarchy, etc., institutions
can be seen as influential inputs and outputs for coordinated industrialization and
sustainable expansion of e—commerce. Through strategic decision—making, they
can complete the gaps of the regions by optimizing (public) policy tools in terms
of innovative—instrumental—scientific in production (e.g. smart policies—quantum
technology—precision agriculture) and e—services (e.g. contracts) in e—commerce
in both metropolitan and peripheral areas. Institutions in the industrial era of 4IR,
information and new energies are critical for long—term growth, demographics and
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innovation, providing new activities within the e-commerce ecosystem. The paper
aims to provide an insight of the impact of institutional factors on e~commerce per-
spective in the metropolitan area and the periphery.

INSTITUTIONS AND E-COMMERCE IN THE METROPOLITAN AREA

In the industrialized world, innovations such as ChatGPT, Al, machine learning,
[oT, etc., through digital, physical and biological interaction in the 4IR era (Schwab,
2016), have resized production and e-commerce systems, increasingly identifying
the physical world with the virtual one. Coordinated industrial production systems
through automation and innovation, emulating and accelerating human interaction,
have influenced the quality of decisions of business actors, shareholders and cus-
tomers, contributing to productivity and new e-commerce services. By improving
processes over time, through sensors and automation, errors have been reduced and
the efficiency of quick—precise adjustments has increased, which have formed a new
identity and decision—making philosophy of professionals with special qualities that
Schwab calls “agile governance”. The literature (figure 1) emphasizes the impor-
tance of cognitive skills and culture for leadership decision—making and institutions,
as part of individual—collectivist (eg inherited) values, determining principles and
vision (Guess, 2004).

Figure 1. Cultural influences on decision—making.
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The decision—making setting in e-commerce includes broad culture, innovative
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cognitive techniques on perceptions about sources of behavior, etc., and scientific
and organizational competencies for flexible activities such as opening and main-
taining business activity, interaction between portals, payments, inventories, facili-
tating navigation, experiences and customer satisfaction, etc., which have recently
made this activity seen as the “next big thing” of the 21st century. In addition to spe-
cialized economic—financial knowledge (e.g. analysis and modeling) and software
engineering knowledge, soft—cognitive sciences competencies enable the explana-
tion and development projections in e-commerce, and the latter are linked to behav-
ioral determinants (figure 2), such as (1) perception of security and privacy risk, (2)
economic risk of the product and its utility, and (3) risk of product convenience for
e—commerce purchases (Lee et. al., 1999). Culture and special skills determine the
strategic decision—making processes, which constitutes the essence of e—commerce
in developed countries (Power, 2005).

Figure 2. E-commerce customer decision—making model.
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Processes that develop reliable (professional) procedures also improve the new ca-
pacities of institutions, designing efficient strategic decision—making and developing
the culture of modern sapiens in that the prominent scientists in speeches (Harari,
2015) and literature consider it essential for social progress, sophisticated leader-
ship and ethics in the technological “nexus” era (Krugman, 1998; Ostrom, 2009).
Innovative leadership, as an expression of cultural determination and institutional
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pragmatism in the metropolitan world, is seen as a promoter of the necessary moral
values that shape the ethics and basic principles of decision—making in a world
where e—commerce is the main driver. Governance with the sophisticated language
and creativity, can design processes and efficient models for achieving objectives
towards visions and new realities, by self-improving also decision—making abili-
ties (Arabska, 2016). New capabilities are guarantees for coping with predictable
(or not) shocks, by modifying approaches (e.g. game theory), and contemporary
(long—term) adjustments in e—commerce are examples that highlight creativity for
operationalizing of evolutionary stable strategies (ESS), (Xu et al., 2024).

E-COMMERCE, INSTITUTIONS AND THE ELEPHANT OF THE SUB-
URBAN PERIPHERY

In the boring part of the world, the barriers to e-commerce expansion, while pre-
sented as slow—motion scenarios — predictable and can be sketched even intui-
tively, are widely discussed and some of their issues are obvious and explainable.
E—commerce in the developing world is challenged by old and new complex issues,
related to technology, industrial capacities and human capital, social culture, ethics
and decision—making capability, internet technology infrastructure and/or special-
ized service providers and consequently the (level of) trust of customers in e-com-
merce. Socio—economic processes (eg regional poverty level) and migration have
influenced the e—business environment, institutional efficiency, the (low) level of
structural capital and the average social profile of individual factors (figure 3), as
factors influencing ethical intention in decision—making. While Kohlberg (1971)
shows the importance of ethical formation during the stages of early childhood,
empirical research emphasizes that institutional professionalism can interact with
cultural level and ethics in decision—making (Oboh et al., 2018).

Figure 3. Personal characteristics and ethical decision—making process.
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The insensitivity to poverty and the multi—faceted moral effects, while can be styl-
ized with the metaphor of the elephant in the room, however, may not adequately
reflect the ethical, explanatory shades of the targets in the process of strategic de-
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cision—making in the sub—urban world. It is well known that poverty coexists with
ignorance and is fueled by corruption and poor governance, being a contradiction to
the transparency and targets of digital services and e—commerce (UN, 2020), by re-
flecting the professional level and cultural—ethical limitations in the decision—mak-
ing processes of institutions. Lacking decision—making processes, inefficiencies (eg
oversight that exceeds input costs) aimed at internal control rather than productivity,
that respectively reflect unproductivity and insecurity of network flows from abroad
(eg pirated requests, etc.) and condition the potential for decision—making, are com-
mon for e-commerce companies in the peripheral world. Among other things, the
lack of ethics in decision—making institutions and organizations is a litmus test for
daily ethical problems of customers in e-commerce.

The lack of ethics in leadership and institutional capacity, representing an improp-
er framing, can hinder the ability of decision—makers to recognize and understand
the broader ethical concerns of customers in e—commerce. For example, (poor)
peripheral economy and (poor) decision—making affect the deepening of the gap
between the growth of companies’ online presence and the growth in their reve-
nues. While the problems of limited ethics and customer trust in e-commerce are
perennial (Marshall, 1999), the implications of innovations such as ChatGPT and
Al including operational efficiency, etc., the risk of personal data information and
cybersecurity, late deliveries (or non—delivery), the effects of misleading prices and
advertising, etc., represent a new spectrum of ethical issues with an impact on cus-
tomer trust (Mainardes et al., 2023), the appeal goes for a sophisticated ecosystem
with special professional—cognitive skills that can combine rapid—efficient reactions
(often minute by minute), restructuring of e-commerce (eg cryptocurrency reserve
assets debate on Ethereum, etc) and long—term strategies.

CONCLUSIONS

E—commerce is challenged by visible problems in both the metropolitan and sub—
urban parts of the world. There is no universally accepted research framework for
the emerging issues and implications in e-commerce, and the dynamics underline
the critical importance of regional research exploration for determinants of strategic
decision—making. These dynamics have far-reaching effects on the cheerful part
of the world and the boring part of it. The personal characteristics of the decision—
maker can determine ethical intention, identifying the portrayal of leadership with
professionalism and institutional culture, as the framework of the necessary pro-
cess and ethics in strategic e-commerce decision—making. In the metropolitan area,
market forces, social innovation and Al through interaction have contributed to the
creation of a new physiognomy of leadership with high—class capacities, capable
of creating new realities. Schwab (2016) in his theory (4IR) calls for a new gover-
nance, and synthesizing he emphasizes the importance of the individual, culture,
values and ethics in the digital era and this is well-supported.
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In the sub—urban world, while the penetration of new technologies is generally wel-
comed, little attention is paid to analyzing the effects of dynamics (e.g. the interac-
tion between them), such as the era of tariffs (and instruments), the expansion of the
use of cryptocurrency, Al (e.g. Grok 3) and new energies, etc., and the implications
for consumption patterns (e.g. young people), employment and the e—commerce
perspective. While companies have increased their participation in e—commerce,
this has not been significantly associated with the growth of the internet economy
size and the reduction of informality. The cash part, however still remains the favor-
ite sweet—cake. Given the social, economic, engineering—technological, and cultural
erosion (e.g. aging, migration, brain drain), strategic decision—making in the sub—
urban world should be seriously the focus of researchers given the surprises, the gap
in studies (e.g. on ethics) and the fact that future challenges are existentially linked
to innovative institutions. Harari (2015) emphasizes the importance of the level of
organization for sapiens and institutional progress.

The expansion of e—commerce is related to inovative institutions and the economical
long—term growth. The escalation of poverty incidence in the peripheral world has
institutionalized weak institutions. The problem of ethics in the decision—making
of these institutions can be explained by material-cultural inadequacies, heritage,
and opportunism, which shape the framework of values and behaviors, reducing
the company’s targets to the basic requirements of the sub—urban world. Prejudices
about shame, guilt, (or typically gratitude conditioning), and frustrations etc., and
feelings prevalent in poor communities determine multiple behaviors and inconsis-
tencies between customer responses, attitudes, and actions, reducing the reliability
of data in e-marketing and e-commerce. While metropolitan decision—makers have
for decades exhausted the effects of game theories (e.g. confidence game, evolution-
ary game, etc.) to increase public audiences (which implies personal support) and
not necessarily a country’s economy, sub—urban decision—makers with the missing
profile of intellectual capital in governance levels and the structural one in organi-
zations are often oriented to click counts, form aspects and in—group advertising.
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Abstract

The rapid advancement of Artificial Intelligence (A1) has significantly impacted var-
ious fields, including the software development process. This study aims to demon-
strate how Al-based tools can be utilized in software design and, more importantly,
to provide a realistic evaluation of CHATGPTs capabilities in this domain. Another
key objective is to assess the relevance and effectiveness of dialogues conducted
with CHATGPT during the design process.

To evaluate the strengths and limitations of CHATGPT, a UML model represent-
ing a simple business scenario was chosen. Specifically, a purchasing component
model was developed, comprising classes such as Customer, CreditCard, Order, Or-
derltem, and Product. The initial design of this model was created using NetBeans
and adhered to the PlantUML syntax for code generation. Appropriate associations
with suitable multiplicities were established among the classes to accurately repre-
sent the business relationships. The same model was subsequently designed using
CHATGPT. The study includes discussions and analyses of the design process to
highlight the advantages and challenges associated with this new Al-driven para-
digm.

Keywords: artificial intelligence, designation of financial software, UML, Java

Introduction

The software development process requires software engineers to navigate multi-
ple levels of abstraction. At the highest level, abstraction begins with real-world
problems, while at the lowest level, it involves machine language, representing the
solution (Alshammari, 2022). Between these extremes, software must be developed
across as many levels of abstraction as the problem demands (Papajorgji and Par-
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dalos, 2014).

During software development, engineers perform a variety of tasks, including
designing models, translating them into code, testing, and deploying solutions to
platforms like the cloud. These tasks involve extensive information gathering and
collaboration. Engineers often search code repositories for solutions, consult online
resources, or engage with colleagues to refine their approach. Intensive discussions,
facilitated by tools like email or Zoom, are frequently necessary. Additionally, plan-
ning and preparing for meetings play a vital role in coordinating efforts (Lorenzoni
et al., 2021). Before implementing and testing a solution, engineers may explore
new ideas, investigate programming materials, and seek input from their peers
(Shafiq et al., 2021).

The emergence of Al tools like ChatGPT has significantly transformed software
development, creating a new environment that leverages artificial intelligence to en-
hance various aspects of the process. Al-based software development utilizes tech-
niques such as machine learning to optimize system performance, natural language
processing (NLP) for improved human-computer interaction, and computer vision
to interpret and analyze visual data. Applications of Al-based systems range from
self-driving cars to virtual assistants and image recognition systems. Developing
Al-based software requires a combination of technical expertise in programming
and data science, alongside a deep understanding of the specific Al techniques being
applied.

This research investigates the extent to which Al can contribute to modeling soft-
ware. Specifically, it aims to explore the capabilities of Al-based tools, such as
ChatGPT-4, in software development. The research question is: Can Al-based tools
effectively model software systems today? Additionally, the study examines wheth-
er the quality of communication with ChatGPT-4 influences the results and seeks to
address the broader question: Will Al-based tools eventually replace modelers and
programmers?

To explore these issues, a simple financial example is selected. The task involves
designing a conceptual model to represent all entities involved in sales transactions,
such as a Customer and an Order comprising various order items (Papajorgji and
Pardalos, 2011). Initially, the model is manually implemented using the NetBeans
Integrated Development Environment (IDE) and the Java programming language
(NetBeans IDE - Oracle, 2023). Forward Engineering (FE) capabilities in NetBeans
are used to generate most of the code from the model, with additional Java code
provided to ensure a functional component.

Subsequently, an extensive interaction with ChatGPT-4 is undertaken to develop an
Al-based version of the model. This process involves assembling and refining code
generated through the Al tool. Finally, the manually implemented and Al-based
models are compared, and the findings are analyzed to draw meaningful conclu-
sions.
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Methodology

This study employs a structured methodological approach to design a conceptual
model that encompasses all entities involved in sales transactions, specifically fo-
cusing on components such as Customer and Order, which includes various order
items (Papajorgji and Pardalos, 2010).

Model Development: The initial step involves the manual creation of the concep-
tual model utilizing the NetBeans Integrated Development Environment (IDE) and
the Java programming language (NetBeans IDE - Oracle, 2023). This stage lays the
groundwork for representing the sales transaction entities.

Code Generation via Forward Engineering: The model is enhanced by leveraging
the Forward Engineering (FE) capabilities within NetBeans, which automates the
generation of the majority of the implementation code derived from the conceptual
model. Additional Java code is crafted manually to supplement the automatically
generated code and ensure the functionality of the component.

Al Integration: An extensive interaction with ChatGPT-4 is subsequently conduct-
ed to transition towards an Al-based version of the model. This phase involves the
collection, assembly, and iterative refinement of code produced by the Al tool, en-
abling an exploration of potential enhancements and optimizations.

Comparative Analysis: The final step entails a comparative analysis between the
manually implemented model and the Al-based version. Findings from this analysis
are systematically examined to derive meaningful conclusions regarding the effica-
cy and performance of each approach.

By following this comprehensive methodological framework, the study aims to rig-
orously explore the design and development of sales transaction models, facilitating
insights into the integration of traditional programming techniques and Al-driven
solutions.

The UML Model Designation

Figure 1 shows the model developed for the sales component. The model encom-
passes the following key elements:

Relationships and Associations:
An Order is composed of multiple OrderItem instances.

An Order can access all its associated OrderItem objects via a collection defined
in the Order class.

A Customer can place multiple Orders and has access to all its orders through a
collection defined in the Customer class.
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Figure 2. The UML model for the Sales component

El order
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1.7
orders
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Attributes

Operations
public Customer( )
public Order[1..*] getOrders( )
public void setOrders( Order val[1.."] )

Source: Own research

Using the Forward Engineering (FE) capabilities of NetBeans, Java code was gen-
erated for these entities. Below is the code for the Order class:

import java.util.Date;
import java.util. ArrayList;
public class Order {

private ArrayList<Orderltem> orderltems; (because of the one-to-many associa-
tion ComposedOf classes Order and Orderltem)

private int ordNumber;
private Date orderDate;
private double orderTotal;
private Customer customer;
public Order () { }

/

Similarly, Java code was generated for the Orderltem and Customer classes. The
code for all three classes was integrated into a NetBeans project, with additional
initializations added to create dummy data for testing purposes.

The generated code faithfully adheres to the UML model, covering all static aspects,
including class names, attributes, and associated getters, setters, and constructors.
However, the dynamic behavior of the system—such as calculating the total order
amount—requires further implementation. For instance, a calculateOrderTotal()
method needs to be added to the Order class.

Using ChatGPT-4 to Develop the Sales Model
After finalizing the manually designed model in NetBeans, we engaged ChatGPT-4
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with the prompt:

“Can you design a UML model presenting a sales component?”

Figure 2 shows the UML model generated through iterative interactions with
ChatGPT-4.

Figure 2. The UML model generated through iterative interactions with ChatGPT-4

Elorder
Attributes
Elcustomer : ElProduct
Operations
Attributes public Order( ) Attributes
Operations public Customer getCustomer( ) Cperations
public Customer( ) public void setCustomer( Customer val ) public Product( )
public Product getProduct( )
public void setProduct{ Product val }

Source: Own research
The model focuses on the Order class but introduces some deviations:
Associations:

A one-to-one association exists between the Order and Customer classes, with nav-
igability from Order to Customer. However, the lack of bidirectional access means
that the Customer class cannot maintain a list of its orders, which limits the model’s
functionality.

A one-to-one association also links the Order and Product classes, with navigability
from Order to Product. This is unconventional, as an order typically includes multi-
ple products, necessitating a more flexible approach.

Enhancing Flexibility with Polymorphism

To address these limitations, we incorporated the principle of polymorphism (Papa-
jorgji and Pardalos, 2014). Using an interface, we established a contract for manag-
ing orders, allowing the implementation to remain flexible and adaptable.

When asked, “Can you add an interface to the system?” ChatGPT-4 provided the
following example:

public interface OrderService {
public Order createOrder(Order order);
public Order updateOrder(Order order);
public void deleteOrder(int orderld);
public Order getOrder(int orderld);
public List<Order> getAllOrders();
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}

ChatGPT-4 also provided an implementation example for the interface:
public class OrderServicelmpl implements OrderService {

public Order createOrder(Order order){

//create order logic here

H

public Order updateOrder(Order order){

//update order logic here

}

public void deleteOrder(int orderld){
//delete order logic here

}

public Order getOrder(int orderld){
//get order logic here

¥

public List<Order> getAllOrders(){
//get all orders logic here

}
}

Additional Suggestions by ChatGPT

ChatGPT recommended implementing interfaces for other classes, such as Product,
Customer, and Address, to ensure a consistent and modular system design. The use
of interfaces facilitates the following advantages:

Flexibility: Class implementations can change without affecting client code.
Maintainability: The system becomes easier to update and test.
Consistency: Interfaces enforce a uniform structure for interacting with classes.

Exploring the Need for a Shopping Cart

To make the system more comprehensive, we asked ChatGPT: “Is a shopping cart
necessary?” The response emphasized the importance of a shopping cart in e-com-
merce systems for managing customer purchases. A shopping cart can be represent-
ed as a separate class, as shown below:

The provided code is as follows:

public class ShoppingCart {
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private List<Cartltem> items;
private Customer customer;
private double total Amount;
public void addItem (Product product, int quantity){
// logic to add item to cart
}
public void removeltem(Product product){
// logic to remove item from cart
¥
public void updateltem(Product product, int quantity){
// logic to update item in cart
}
public void clear(){
// logic to clear cart
}
public List<Cartltem> getltems(){
// logic to return all items in cart
}
public double getTotal Amount(){
// logic to return total amount of cart

}

// constructor, getters and setters, other methods

This iterative process highlights the capabilities of ChatGPT-4 in providing founda-
tional code and recommendations while revealing the need for human oversight to
refine and adapt Al-generated solutions.

Conclusions

Al-based tools, such as ChatGPT, are not yet advanced enough to provide coherent
and well-structured answers for model development. Effectively using these tools
requires a skilled modeler capable of guiding the conversation, but paradoxically,
someone with such expertise may not need the tool’s assistance. Consequently, Al-
based tools are unlikely to replace modelers at this stage. Similarly, while these
tools can generate code, the output often needs to be refined and assembled into
a functional system, making it evident that Al tools are also unlikely to replace
programmers. Using these tools effectively demands a certain level of skill and

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 271



understanding of machine learning, data management, and programming. Although
ChatGPT is a powerful tool, it should be viewed as an assistant that complements
human knowledge and experience rather than as a substitute for developers.

Despite these limitations, software developers should care about ChatGPT because
of its numerous benefits. It can generate code snippets in languages like Java, Py-
thon, and C+, saving time on repetitive tasks. It can also create comprehensive doc-
umentation, such as API guides and tutorials, based on specific inputs. ChatGPT
aids in debugging and troubleshooting by offering suggestions for resolving com-
mon coding issues, and it supports research and learning by providing insights into
new technologies and best practices. Furthermore, ChatGPT has applications in
Natural Language Processing (NLP), such as developing chatbots and voice assis-
tants. Overall, while ChatGPT cannot replace developers, it serves as a valuable tool
for automating tasks, improving efficiency, and enhancing productivity in software
development.
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Abstract

Although the certification of tourism services is an activity that has an important
impact on the promotion and application of ISO standards in this field, there is a lack
of certification bodies in our country, accredited based on the SSH ISO/IEC 17065
: 2012 Conformity Assessment — Requirements for certification bodies of products,
processes and services. In this paper it will be argued that the establishment and
functioning of such an organization is possible, with the aim of promoting Interna-
tional Standards in the field of Tour Operators, which would operate at the Faculty
of Business and Law at the University of Elbasan “Aleksandér Xhuvani”.

The paper focuses on identifying the requirements of the above-mentioned standard,
formulated in the Clauses:

1. General requirements,
2. Structural requirements,
3. Source Requirements;

as well as gap analyses and the development of an action plan for their fulfilment.

Important inputs for the work are also the documents (manual, procedures, forms,
etc.) of the management system of the Scientific Research Laboratory (SCS), ac-
credited for many years based on SSH ISO/IEC 17025 Conformity Assessment —
Requirements for testing and calibration laboratories. The comparison of the respec-
tive requirements of the two standards shows us the requirements/documents that
need to be implemented from scratch, those that need to be adapted or that can be
used as is.
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Introduction

Tourism has become one of the most dynamic and fast-growing sectors of the Al-
banian economy. Over the last decade, the country has witnessed a steady increase
in international travellers, a growing number of domestic visitors, and a gradual
diversification of tourism services. This development has generated employment
opportunities, attracted foreign investments, and stimulated the growth of related
industries such as transport, hospitality, and gastronomy.

Nevertheless, rapid expansion has not always been accompanied by the establish-
ment of clear and uniform quality standards. The tourism offer in Albania still suf-
fers from fragmentation and inconsistency: while some service providers meet high
international standards, others fall behind, negatively impacting the overall image
of the destination. In a highly competitive global market, where travelers compare
destinations not only by natural or cultural attractions but also by the reliability and
quality of services, Albania’s competitiveness depends heavily on adopting mecha-
nisms that guarantee excellence.

Certification stands out as one of these mechanisms. Through certification, service
providers can demonstrate conformity to recognized standards, assure visitors of
the quality of their services, and enhance trust across the industry. Yet, Albania still
lacks accredited certification bodies for tourism services in line with international
requirements, particularly those set by the SSH ISO/IEC 17065:2012 standard. This
paper aims to explore the feasibility and added value of establishing such a body
within the Faculty of Business and Law (FBD) at UNIEL, leveraging both academic
expertise and existing institutional capacities.

Purpose of the Study

The main objective of this study is to analyze the possibility of creating a certifica-
tion body for tourism services within FBD, one that would comply with international
accreditation standards and actively contribute to improving the quality of services
in Albania. The study relies on the requirements outlined in ISO/IEC 17065:2012,
which specifies the conditions under which product, process, and service certifica-
tion bodies must operate to ensure impartiality, competence, and transparency.

Another important dimension of this purpose lies in strengthening the integration
of academic knowledge, scientific research, and real-world practice. By embedding
the certification process within a university structure, students and staff can engage
in direct fieldwork, thereby transforming the certification body into both a service
provider for the tourism industry and a laboratory for applied learning.

The vision and strategic development of FBD

The Faculty of Business and Law envisions itself as a driver of change, bridging the
gap between academia and the economy. Tourism, as one of the cornerstones of the
national economy, is at the heart of this vision. By establishing a certification body
for tourism services, the faculty aims to reinforce its role as a competence center
that offers both scientific expertise and practical solutions.

Strategically, this initiative contributes to three overarching goals: (1) strengthening
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the quality assurance ecosystem in Albania, (2) supporting the sustainable develop-
ment of tourism in line with EU practices, and (3) equipping students with the skills
and professional experiences required by a competitive labor market.

Strategic objectives

The initiative encompasses a range of objectives that go beyond mere certification.
Among the key objectives are:

o Improvement of quality in tourism services by introducing measurable,
standardized certification schemes tailored to the Albanian context but aligned with
EU best practices.

o Creation of collaborative platforms connecting universities, public insti-
tutions, and businesses in the tourism sector, thus ensuring shared responsibility and
coordinated development.

o Practical involvement of students and academic staff, offering them di-
rect exposure to quality audits, inspections, and certification processes.

. Promotion of sustainability and ethics in tourism, with a focus on devel-
oping responsible practices that preserve cultural and natural resources.

. Training of auditors and inspectors, ensuring the establishment of a pro-
fessional body of experts capable of delivering impartial and reliable certification
services.

. Awareness-raising campaigns with stakeholders—hotels, travel agencies,
and tour guides—to highlight the importance and benefits of certification.

o Continuous improvement mechanisms, integrating visitor and inspector
feedback into the certification process.

o Building international partnerships with accredited bodies to ensure
credibility and recognition at the European and global level.

Importance for the Faculty of Business and Law

The establishment of a certification body within FBD has profound implications for
the faculty, the university, and the country. For the faculty, it would mean a transfor-
mation into a recognized competence center for tourism quality. For the students, it
provides practical, hands-on experiences in certification and auditing, which would
significantly enhance their employability. For the university as a whole, it would
represent a reputation-building initiative, positioning UNIEL as a leader in applied
research and innovation.

Beyond academia, the certification body would serve as a strategic link between the
university and the tourism industry, acting as a reliable partner in shaping nation-
al policies, developing tourism standards, and advancing applied research projects
with direct relevance to the economy.

ISO/IEC 17065:2012 Standard and Its Requirements

The ISO/IEC 17065:2012 standard establishes requirements for certification bodies
across three main dimensions:
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1. General and legal requirements — The certification body must be a legally
recognized entity, capable of assuming responsibility for its certification activities.
It must establish legally binding agreements with clients, clearly defining the rights
and obligations of both parties. Additionally, it must have clear policies regarding
the use of certificates, logos, and conformity marks.

2. Structural requirements — The body must define its organizational struc-
ture, responsibilities, and authorities. Mechanisms to safeguard impartiality must be
clearly documented, ensuring that financial or commercial pressures do not compro-
mise decision-making.

3. Resource requirements — The certification body must have access to com-
petent personnel and appropriate resources to conduct certification activities. This
includes training, ongoing professional development, and procedures to assess and
maintain staff competence.

4. Process requirements — Certification must be conducted following trans-
parent and consistent procedures, from application to decision-making, with clear
rules for suspension, withdrawal, or renewal of certificates.

5. Management system requirements — The body must implement a man-
agement system that ensures continuous compliance, improvement, and monitoring
of its activities.

Comparison with ISO/IEC 17025:2017 Experience

UNIEL’s Scientific Research Laboratory, accredited under ISO/IEC 17025:2017,
provides valuable insights into the implementation of quality management systems.
While ISO 17025 focuses on testing and calibration laboratories, and ISO 17065
targets certification bodies, both share a common foundation: impartiality, compe-
tence, documented procedures, and transparency.

The experience of the laboratory demonstrates that much of the infrastructure, doc-
umentation, and know-how required by ISO 17065 already exists within UNIEL.
For instance, procedures related to impartiality, confidentiality, competence man-
agement, and risk assessment have been developed and successfully applied. What
remains is the adaptation of these procedures to the specific context of certification,
the development of new documents (such as certification agreements and policies
for logo use), and the establishment of a dedicated organizational unit within the
Faculty of Business and Law.

Challenges and Risks

While the benefits are evident, establishing a certification body also entails chal-
lenges. Among the key challenges are:

. Ensuring impartiality in a context where the university may have close
relationships with industry stakeholders.

o Securing financial sustainability, especially in the initial stages, when the
body depends heavily on university support.
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o Training and retaining competent staff, as the demand for qualified audi-
tors and inspectors may grow.

o Gaining recognition and credibility both nationally and internationally,
which requires compliance with accreditation processes and continuous demonstra-
tion of competence.

Addressing these challenges will require careful planning, strong leadership, and
ongoing collaboration with stakeholders.

Conclusions

The establishment of a certification body for tourism services at the Faculty of Busi-
ness and Law, UNIEL, is both feasible and strategically important for Albania. By
leveraging existing capacities, aligning with ISO/IEC 17065:2012, and building on
the experience of ISO/IEC 17025:2017, UNIEL can position itself as a pioneer in
the field of quality certification in tourism.

The long-term benefits are clear: the tourism industry will enjoy enhanced cred-
ibility, visitors will benefit from consistent service quality, students will acquire
valuable professional skills, and Albania as a whole will strengthen its reputation as
a competitive and trustworthy destination.

In the broader perspective, this initiative has the potential to influence national tour-
ism policies, contribute to sustainable economic growth, and establish Albania as a
case study for integrating academic expertise with industry development.
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Abstract

Albania holds significant potential in critical raw materials (CRMs) and strategic
raw material (SRMs)such as chromium, iron-nickel resources vital for green technol-
ogies and the digital economy. However, despite this geological wealth, the country
faces a major barrier, a shortage of skilled professionals in the raw materials sector.
This gap stems from declining student interest, outdated curricula, brain drain, and
a lack of modern training infrastructure. This paper highlights how the EIT Raw
Materials, Regional Innovation Centre, is addressing these challenges through stra-
tegic, education-focused initiatives. These include modernizing university programs
to reflect advancements in Al, automation, and sustainable mining, implementing
dual education systems that combine classroom learning with real-world industry
experience, and suggesting micro-credential programs in emerging technologies
like drone mapping and mineral processing through Education and Skills, EIT Raw
Material. The EIT Raw Materials, Regional Innovation Centre, is also working to
shift public perception of geology and mining careers, promote early engagement
with students through outreach, and create pathways to retain top talent by connect-
ing them with EU research projects and local employment opportunities. Albania’s
case underscores a broader truth: raw material reserves alone are not enough to
drive sustainable development. The future of the sector depends on a well-educated,
innovative, and resilient workforce. We should invest in human capital, this way
Albania can position itself as a competitive and sustainable contributor to Europe's
green and digital transition.

Keywords: Human Capital, Critical Raw Materials, Sustainable Development,
Mining Education, Innovation Policy.

Introduction

The sustainable growth of the raw materials sector is a strategic necessity in the 21st
century, particularly as Europe advances toward green technologies and a circular
economy. Albania possesses considerable reserves of critical raw materials (CRMs)

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 279



and industrial minerals, including chromium, iron-nickel, copper resources, vital for
clean energy, electric vehicles, and digital infrastructures (European Commission,
2023). However, the country is unable to capitalize on this potential due to a lack
of qualified professionals. The objective of this work is to analyse the causes of this
human capital shortage and present targeted education and innovation policies that
can address the issue. The problem is twofold: a systemic decline in interest and
enrolment in mining-related academic programs, and a disconnect between educa-
tional content and the technological needs of the industry (Figure 1, Figure 2 and
Figure 3).

Previous studies emphasize that CRM availability alone does not guarantee eco-
nomic resilience. Rather, strategic investments in education, interdisciplinary skills,
and research capacity are essential for sustainable raw materials development (EIT
Raw Materials, 2021; European Commission, 2020). Literature also points to the
success of dual education models and micro-credential programs in aligning aca-
demic training with real-world industry demands (OECD, 2022). To explore these
strategies in the Albanian context, this study uses a qualitative approach. Data from
academic institutions, enrolment statistics, and national workforce reports were an-
alysed alongside programmatic initiatives led by the EIT Raw Materials, Regional
Innovation Centre (RIC).

This study is particularly necessary for Albania as the country stands at a develop-
mental crossroads. Despite its natural advantages, Albania risks remaining a passive
exporter of unprocessed materials without advancing domestic value chains. The
lack of skilled labour in mining, environmental management, and resource process-
ing has already begun to impact the sector’s performance and global competitive-
ness. At the same time, persistent brain drain threatens the long-term viability of
any high-skill strategy. Without urgent intervention, Albania could miss a critical
window to align with EU green and digital transitions, forfeiting economic and
geopolitical opportunities. The EIT Raw Materials, Regional Innovation Centre
suggested interventions including updated curricula, applied training, and early out-
reach, have already begun reversing enrolment declines and improving the visibility
of mining-related careers. Preliminary results suggest that these efforts are effective
in bridging the talent gap and can serve as a model for other resource-rich but ca-
pacity-limited regions.

Methodology

This study applies a qualitative, exploratory methodology designed to assess the
barriers and opportunities related to human capital development in Albania’s raw
materials sector. Primary data was sourced from institutional reports, enrollment re-
cords, government policy documents, and program evaluations provided by the EIT
Raw Materials, Regional Innovation Center. Additional insights were drawn from
internal planning documents and public statistics from the Faculty of Geology and
Mining. These data were analyzed to identify trends in student enrollment, curricu-
lum alignment with technological advancements, and graduate retention, as well as
to evaluate the effectiveness of RIC-led educational reforms.

The study is grounded in human capital theory, which holds that investments in

PROCEEDINGS BOOK OF THE 12™
280 INTERNATIONAL CONFERENCE



education, training, and skill development are key drivers of economic growth and
individual productivity (Becker, 1993). The methodology integrates this perspective
to assess the value of vocational and higher education initiatives aimed at equipping
students with market-relevant skills. Additionally, Amartya Sen’s capabilities ap-
proach informs the broader interpretation of human capital as both an economic and
social asset, especially in regions undergoing transition (Sen, 1999).

Programmatic case studies were used to evaluate the impact of interventions such
as dual education models, mentorship programs, and micro-credential training in
emerging fields like drone mapping and sustainable mineral extraction. Interviews
with industry representatives and academic leaders supplemented the findings with
practical insight into labor-market alignment and innovation readiness. The research
approach supports a comprehensive understanding of how educational reforms can
close workforce gaps and promote sustainable development in Albania’s mining and
raw materials sector.
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Figure 3. Student enrolments at the Faculty of Geology and Mining by study pro-
gram (Academic Years 2019-2022
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Figure 5. Awareness-raising activities in geology and mining through national
Fairs, project frameworks, and educational study visits.

Results and Discussion

The analysis of enrolment trends from the Faculty of Geology and Mining over
the last decade reveals a significant decline in student interest, with a 40% drop in
applications to geology and mining engineering programs since 2019 (especially
after COVID). This decline coincides with a perceived lack of career opportunities,
outdated course content, and minimal exposure to emerging technologies (Calvo &
Peters, 2020; World Bank, 2019). However, since the implementation of EIT Raw
Materials, Regional Innovation Centre-led initiatives in 2024-2025, early signs of
reversal have emerged. Targeted outreach campaigns, such as school visits and so-
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cial media awareness efforts aim to increase student engagement.

Curriculum audits showed that only 30% of mining-related courses included digital
competencies or sustainability principles before intervention. Following the RIC’s
collaboration with universities, the curriculum updates should by integrate, Al ap-
plications, circular economy frameworks, and environmental monitoring technolo-
gies. The introduction of micro-credential modules in drone-based mapping, digital
mine planning, and ore beneficiation has also filled critical knowledge gaps (Lopes
et al., 2021; ETF, 2020), with over 120 students and young professionals certified
within a year.

The dual education pilot program should be launched in partnership with local
mining companies to enable students to gain on-site experience, with participants
reporting increased confidence and job-readiness. Furthermore, through RIC facil-
itated connections with EU projects and research internships, student retention has
improved. The most talented graduates were offered positions in Albania-based en-
terprises or research roles.

These results demonstrate that strategic investment in modernized, experiential
learning approaches can meaningfully impact human capital outcomes (Hilson,
2020; Mudd, 2019) in resource-driven economies. They also highlight the value
of regional innovation ecosystems in tailoring education to labor market dynamics
(Reimann & Alizadeh, 2022), ultimately supporting both economic competitiveness
and sustainable development goals.

Conclusions

Albania’s raw materials sector stands at a critical juncture. Despite having abundant
mineral reserves, the country’s capacity to harness them for economic and socie-
tal advancement is severely hindered by a shortage of skilled professionals. This
study confirms that the roots of this gap lie in systemic educational shortcomings,
limited student engagement, and ongoing brain drain. However, evidence from the
interventions led by the EIT Raw Materials, Regional Innovation Centre shows that
well-targeted, education-centric strategies can drive measurable change. Modern-
ized curricula, applied learning opportunities, and early exposure to mining and
environmental careers should begin to restore student interest and alignment be-
tween academia and industry. Embedding emerging technologies and sustainability
principles into education, and strengthening local pathways for professional growth,
Albania can not only retain its talent but also position itself as a model for other
resource-rich countries facing similar challenges.

The future of the raw materials sector depends not solely on geological assets, but
on the cultivation of a resilient, tech-savvy, and future-ready workforce. Albania’s
ongoing transformation offers valuable lessons for national policymakers, EU insti-
tutions, and international development actors committed to linking resource poten-
tial with sustainable human development.
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Abstract

Digital technologies have opened new and interesting paths for everyone, especial-
ly young people, for the expression of ideas, the exchange of information, or their
entertainment. But in order to reach a digital future, the digital ability of users is
necessary. The purpose of this study was to evaluate digital knowledge, analytical
skills, and adaptation to technological developments among youth. The findings
are based on the project “Towards a digital future (Researching Digital Literacy
in the Elbasan Region)”, funded by PKKZH. In order to achieve the goal of the
study, an in-depth research work was done using qualitative-quantitative scientif-
ic research methods, mainly the questionnaire technique. Based on this goal, the
questionnaire was drawn up, which was distributed to young people aged 15-29 in
Elbasan region, 175 of whom completed it. The questionnaire contained questions
on the skill areas of data analysis, problem-solving, accuracy assessment of in-
formation, digital content creation, digital management of meetings, awareness of
cyber risks, technological innovations following, and the use of collaborative tools.
In most of these areas, 4% of respondents are highly skilled, while 29.71%-38.86%
of respondents have moderate skills. The fact that over 50% of respondents have
a high awareness of cyber risks and have high skills in security practices stands
out. These results show that the digital skills of young people are at different levels,
thus not all ready to adapt to contemporary digital developments, highlighting the
need to address gaps in specialized digital skills. To meet these demands, the study
recommends the implementation of specialized training programs, investment in
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technology infrastructure as well as incitement of a continuous learning culture to
create a workforce ready to meet the demands of a digital future.

Keywords: digital, skills, technology, innovation, labourforce

Introduction

Digital technologies have opened new and interesting paths for everyone, for the ex-
pression of ideas, the exchange of information, or entertainment. The digital ability
of users, especially of young people, is necessary to reach a digital future.

It is commonly assumed that young people are born, raised and live in a digital en-
vironment. That said, they are presumed to be equipped with good digital skills that
are in line with current digital developments and the demands of the job market. Dif-
ferent studies have shown that this is not always true. Kirschner and De Bruyckere
(2017, p. 136) analysis indicates that frequent digital exposure often results in su-
perficial rather than substantive use of essential professional digital skills. Calderon
Gomez, Sanmartin Orti, and Kuric (2022, p. 4) also observed during the COVID-19
pandemic that young Spaniards frequently overestimated their digital abilities, be-
cause they felt proficient due to familiarity with daily digital interactions, but they
have notable deficiencies in their use of productivity software, online security prac-
tices, and professional digital tasks.

In the era of rapid digital transformation, businesses across Europe seek workers
not only with basic digital knowledge, but with specialized skills like data analytics
and cybersecurity as well, emphasizing the importance of digital skills for economic
competitiveness and productivity. Given this fact, the question naturally arises as to
how prepared young people are currently for the job market and are they a work-
force ready to meet the demands of a digital future. The studies note that there is
discrepancy between employer demands and youth digital competencies which has
been called by researchers as the digital skills mismatch.

According to a comprehensive study by the European Commission (2020, p. 3), ap-
proximately 70% of EU businesses identify inadequate digital skills among job ap-
plicants. Likewise, Levkov and Kitanovikj (2024, p. 35) highlight that employers in
the Western Balkan region often struggle to fill positions requiring advanced digital
expertise, thereby hindering regional economic development. Current research indi-
cates many youths entering the labor market lack crucial competencies identified by
DigComp, particularly digital problem-solving and online collaboration skills (Tee
et al., 2024, p. 7). The study of Cwiek and Maj-Serwatka (2024, p. 5) demonstrates
that the increase in the youth unemployment rate in Europe and specifically in the
Western Balkans is strongly correlated with inadequate digital skills. Addressing
this mismatch could substantially enhance employment prospects for young indi-
viduals and stimulate broader economic growth and innovation (Bejakovi¢ & Mrn-
javac, 2020, p. 927).

This paper tends to give answers to the question mentioned above, evaluating the
digital knowledge, analytical skills, and adaptation to technological developments
among youth aged 15-29 in the region of Elbasan, emphasizing empirical evidence
from the European Union and Western Balkan contexts. The chosen age group high-
lights the critical transitional phase from formal education into employment, during
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which digital skill gaps become especially apparent. Utilizing a systematic literature
review, this paper synthesizes existing peer-reviewed research, offering a compre-
hensive assessment of current knowledge, identifying strategic gaps, and recom-
mending policy pathways to better align educational outcomes with labor market
needs in an increasingly digitalized economy.

Literature Review

This literature review examines youth perceptions on digital skills versus actual
competencies and skill gaps for youth employability, theoretical frameworks ex-
plaining digital skill acquisition and mismatches, and comparative analyses between
the EU and Western Balkans. By exploring these dimensions, the review highlights
existing gaps and sets the foundation for a comprehensive comparative analysis.

Due to rapid technological advancements, employers increasingly expect workers
to quickly adapt to new technological tools, demanding proficiency in both basic
and advanced digital skills (Bejakovi¢ & Mrnjavac, 2020, p. 923). Although digital
competencies are highly demanded, evidence suggests contemporary youth do not
adequately meet these requirements. Kirschner and De Bruyckere (2017, p. 136) ar-
gue that familiarity with digital technology does not guarantee comprehensive pro-
fessional digital skills. Calderon Gomez, Sanmartin Orti, and Kuric (2022, pp. 4-6)
notes a substantial gap between perceived and actual digital abilities among young
Spanish adults during the COVID-19 pandemic, particularly regarding productivi-
ty software and online security management. In Poland, Cwiek and Maj-Serwatka
(2024, p. 12) observed high confidence in general digital abilities among youth but
significant deficiencies in advanced competencies like digital content creation and
complex software use. Calderon Gomez et al. (2022, p. 4) describes youth’s fre-
quent overestimation of digital skills based on superficial interactions.

Similar discrepancies have been also identified by researchers in the Western Bal-
kans. Studies conducted in Serbia and Bosnia-Herzegovina by Pejovi¢ and Mar-
kovi¢ (2019, p. 88) show moderate actual digital competencies despite high self-as-
sessment ratings among university students, particularly noting deficiencies in data
analysis and content creation skills. These findings underscore the critical need for
structured digital education initiatives.

This mismatch significantly impacts youth employability, exacerbating unemploy-
ment and underemployment across Europe, particularly within the Western Bal-
kans. Europa and Foundation (2018, p. 24) report that around 40% of EU companies
struggle to recruit adequately digitally skilled youth, especially for roles demanding
higher-order skills like digital marketing and analytics. Tee et al. (2024, p. 11) fur-
ther identify significant business challenges in finding youth proficient in digital col-
laboration and problem-solving, skills essential in digitally integrated workplaces.
Levkov and Kitanovikj (2024, p. 38) correlate inadequate digital competencies with
lower labor productivity and higher unemployment, worsening regional economic
challenges. Addressing digital skill mismatches could stimulate economic growth,
innovation, and reduce socio-economic inequalities (Cwick & Maj-Serwatka, 2024,
p- 5). Bejakovi¢ and Mrnjavac (2020, p. 927) suggest targeted digital upskilling
initiatives significantly improve youth employability, reinforcing the strategic im-
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portance of bridging digital skill gaps.

The fact that the digital skills of young people has been the subject of little academic
research in Albania was one of the reasons for conducting this study. This study pro-
vides data that the youth of the region of Elbasan have similar problems of digital
skills level to the youth of other European or Western Balkan countries. The results
of this study show that the digital skills of youth are at different levels, showing
discrepancies with the digital demands of the labour market. Due to the same level
of education and development, these results are available also for the youth in the
entire territory of Albania. Thus, not all young people are ready to adapt to con-
temporary digital developments. The study highlights the need to address gaps in
specialized digital skills. In order to meet the demands of a digitalized economy, the
study recommends the implementation of specialized training programs, investment
in technology infrastructure as well as incitement of a continuous learning culture to
create a workforce ready to meet the demands of a digital future.

Research methodology

In order to achieve the goal of the study, an in-depth research work was done using
qualitative-quantitative scientific research methods, mainly the questionnaire tech-
nique.

Based on this goal, a structured questionnaire was drawn up, which was distributed
to young people aged 15-29 in Elbasan region, 175 of whom completed it. The youth
participants included high school students (39.43%), employed youth (32.57%), and
university students (28.00%). Respondents came from seven municipalities within
the Elbasan Region: Elbasan (39.43%), Cérrik (25.14%), Gramsh (16.57%), Pr-
renjas (9.14%), Librazhd (6.29%), Belsh, and Peqin (collectively 3.43%). These
municipalities were selected to represent diverse urban and rural contexts, reflecting
regional disparities in digital skill access and economic activity.

The questionnaire contained questions grounded in the ten core digital competen-
cies defined by DigComp, like on the skill areas of data analysis, problem-solving,
accuracy assessment of information, digital content creation, digital management
of meetings, awareness of cyber risks, technological innovations following, and the
use of collaborative tools. Respondents rated each skill on a five-point Likert scale
(1 = Very Low to 5 = Very High). Ethical protocols were rigorously followed: par-
ticipants were informed of the study’s purpose, provided informed consent, and
assured anonymity and confidentiality. No personal or sensitive data were collected,
ensuring compliance with ethical research standards.

The structured data were collected and processed in tabular form, categorizing re-
sponses by status of youth participants (Table 1), age (Table2) and geographic loca-
tion (table 3). This structure enables comparative analysis between municipalities,
age and across different status of youth participants.

The youth participants included high school students (39.43%), employed youth
(32.57%), and university students (28.00%). Respondents came from seven munic-
ipalities within the Elbasan Region: Elbasan (39.43%), Cérrik (25.14%), Gramsh
(16.57%), Prrenjas (9.14%), Librazhd (6.29%), Belsh, and Peqin (collectively
3.43%). These municipalities were selected to represent diverse urban and rural
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contexts, reflecting regional disparities in digital skill access.

The collected data were entered and elaborated using Microsoft Excel. The primary
analysis technique used was descriptive statistics, allowing for the identification
of patterns on the digital skills of youth participants. This statistical approach was
deemed suitable to provide an overall profile of youth participants on the ten core
digital competencies.

Table 1. The distribution of youth participants by status

Status freg.  Percent Cum.

BpL 3l 3.9 3097
15,81 09 9.4 12,00
.57 & .00 100.00

Total 75 100.00

Table 2. The distribution of youth participants by age

Age Freq. Percent Cum,
15-18 80 15,71 15,71
19-23 40 22,86 68.57
-9 95 3143 100.00
Total 175 100.00

Table 3. The distribution youth participants by geographic location
City Freq,  Percent Cun,

Belsh ! 2,09 2,29
(Brrik 4 25,1 21,43
Elbasan 8 39.43 6.8
Gransh 29 16,97 §3.43
Librazhd 1l 6,29 §9.71
Pegin 2 L 90,86
Prrenjas 16 9,14 100,00

Total 175 100,00

Source: Authors own elaboration
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Results and Discussion

The analysis of youth self-assessed digital competencies in the Elbasan Region re-
vealed clear variations across the ten competencies defined by the DigComp frame-
work. The competencies with the highest self-assessed ratings were Cybersecurity
(Mean = 4.17, SD = 1.03), Collaboration (Mean = 4.14, SD = 1.05), and Security
(Mean =4.08, SD = 1.10). These findings indicate that youth respondents feel par-
ticularly confident in managing cybersecurity risks, using digital tools collabora-
tively, and maintaining secure digital habits—competencies crucial for workplace
effectiveness and online safety.

In contrast, youth respondents reported relatively lower confidence in Content Cre-
ation (Mean = 3.65, SD = 1.15), Innovation (Mean = 3.68, SD = 1.11), and Prob-
lem-Solving (Mean = 3.70, SD = 1.05). These lower scores highlight specific areas
where respondents perceive weaker digital proficiency, particularly in creatively
generating digital content, innovatively applying technology, and effectively ad-
dressing digital-related problems. Improving these skills is essential, as they signifi-
cantly influence employability and adaptability in a digitally evolving job market.

Table 4. The results of youth self-assessed digital competencies

Variable 0bs Mean  Std. Dev. Min Max
Accuracy 175 3.794286  1.120843 1 5
Analysis 175 4,034286 1.0444 1 5
Collaborat~n 175 4,142857 1.054352 1 5
Meetings 175 3.874286  1.14M97 1 5
Content 175 3.657143  1,153278 1 5
Innovation 175 3,68 1.1009209 1 3
Security 179 4,08 1.100888 1 5
Cyber 175 4,171429 1.030727 1 5
ProblemSol~g 175 3.697143 1.047571 1 5
Optimization 175 3.782897  1.060656 1 5

Source: Authors own elaboration

The variability among responses was moderate to high, with standard deviations
ranging between 1.03 and 1.15. Content Creation and Digital Meeting competencies
showed the highest variability (SD = 1.15), suggesting notable differences in youth
skill levels—likely stemming from varied educational backgrounds or inconsistent
exposure to digital tools. This variability underscores the importance of targeted
digital education programs tailored specifically to address these gaps.

The analysis indicated significant variation in youth self-assessed digital competen-
cies across different municipalities in the Elbasan Region, as it is shown in the table
below.
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Table 5

Summary statiscics: mean, sd
by categorfes of: Cicy (City)
city Rccuracy Analysis Collab-n Mestings Content Innovasn Securicy Cyber Froble~g Optimi-n
Belsh 1.7% 4.8 i.5 3.7% 3.7% 3.3% 4.8 4.5 3.5 3.7%
8574271 1 1 5 1.25830€& 5574271 1 5773503 8773503 =5
Cerrik 3.59050% 3.75 F.40%0%1 3. T 3.34080%  J.€81E18 3.7 3.227273F 3.11363¢
B 1.041425 1.14373% 1.147661 1.10 1.010254 1.073415 1.05%23% .EB856383 1.03513%
Elbasan 3.913043 4.21T7391 4.434783 4.043478 3.66EE€E7 3.724638 4.155842 4.333333 3.7%710 4.043
1.094628 .5528528 .5152027 1.1302€3 1.10701% 1.13€093 1.1583EE 555086 1.170466 1.035187
Gramsh 3.724138  4.103448  3.9E5517  4.103442 3.T7H3103  3.788£21 4.103440 3. 2E5517  3.724138 2. €55172
1.250616 9001916 .SB13532 1.144703 1.206509% 1.087462 1.01224 1 LBB22274 2125789
Liprazhd 4 4.181B18 4S.3E3E3€6 4.363636 4.090%0% 4.080%0% 4.545455 080505 4.09050%
E544272 LTS0TETZ . 5244163 1.20604% 1.136182 1.22102% 1.03572% F438798  1.044466
Pegqin 4 5 4.5 4.5 4 5 4.5 4.5 5
1.4l14214 © .T7071068 .TO0710&E 0 0 .70T1068 .T071068 o
Prrenjas - 9] é 4 3.é2% 4.0828 3.537% 4.3128 §4.625 4.128% 4.378
1.505545 1.54%515%3 1.31€561 1.024€5% 1.28538 1.18)454 1.02447% .80B0E12 .5574271 .8850812
Toral 3, 7TH4286 4.034286 4.1428%7 3. 3,657143 3.68 4.08  4.17143% 3.6€97143 3,783857
1.120843 1.0444 1.054352 1. 2153278 1.10%20% 1.100BEE 1.030727 L1.047571 1.060656

Youth respondents from Peqin consistently rated their digital skills highest, particu-
larly excelling in Analysis, Innovation, and Problem-Solving, each receiving perfect
mean scores (Mean = 5.00). This indicates that youth in Peqin perceive themselves
as highly proficient in critical digital competencies, likely reflecting effective local
digital education or infrastructure support. Similarly, youth from Librazhd reported
strong confidence in Collaboration (Mean =4.36) and Cybersecurity (Mean = 4.55),
suggesting effective digital teamwork and safety training in this area.

In contrast, youth from Cérrik reported notably lower competencies, particularly in
Content Creation (Mean = 3.27), Problem-Solving (Mean = 3.23), and Optimization
(Mean = 3.11). These lower ratings suggest limited exposure or opportunities for
practical development of these competencies. Belsh also showed relatively weak
self-assessments, particularly in Innovation (Mean = 3.25), highlighting potential
gaps in local educational or training resources aimed at fostering digital creativity
and innovation.

Variability in self-assessment ratings was notably different among municipalities.
Peqin showed minimal variability, indicating consistently high skill perceptions
among respondents. Conversely, Cérrik and Prrenjas exhibited high variability, re-
flecting uneven experiences and access to digital skill development opportunities.
These differences highlight the importance of geographically tailored interventions
and targeted educational programs to effectively address specific regional dispari-
ties in digital skills.

The analysis further identified clear differences in self-assessed digital skills across
age groups.
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Table 6

fammary scacisctics! mean, sd
by categeries of: Age (Age)

Rge Accuracy Analysis Collab-n Heetings Content Innova~n Securicy Cyber Froble-g Optimi-n
15-18 3.77% 4.l 4.2128% 3.5125 3.6128% 3. 6625 4.125% 4.15 3.7 2.9
L.136005 1.131918 1.1767h2 1.12726€ 1.1%551% L1.L168€17 1.12%2%% L.0%1873 1.118317 1.074444

19-23 3.6 3.828 4.12% 3.728% 3.5 1.525% 1.3% 4.17% 3.728% 1.8
1.286535 1.083383 1.05046 1.300841 1.037745 1.012423 5486833 1.129727 .9847718 .552277%

24-29 3.963636 4.09090% 4.054545 3.92727 3.836364 3.B1B182 3.818182 4.2 3.872727 3.6
LH420545 (9665113 8255267 1.06% 1.1€6883 1.090207 l1.123&6¢ .BE5227 1.00101 l.oeles?

Total 3.794286 4.03428€ 4.14285T7 3.87428€ 3.657142 3.68 4.08 4.17142% 3.657143 3.782857

1.120843 1.0444 1.0854352 1.1477%7 1.183278 L1.10920% 1.10088% 1.030727 1.047571 L1.0606%&

The youngest respondents (aged 15—18) reported the highest confidence in Collab-
oration (Mean = 4.21), suggesting strong familiarity with digital teamwork tools,
likely fostered by school-based projects. However, their lower ratings in Content
Creation (Mean = 3.61) and Innovation (Mean = 3.66) highlight a significant need
for targeted practical training to boost creative and innovative digital competen-
cies.

Respondents aged 19-23 consistently had the lowest self-assessed scores, particu-
larly in Innovation (Mean = 3.52) and Content Creation (Mean = 3.50). This may re-
flect the transitional nature of this age group, moving from academic settings toward
employment, and suggests potential gaps in relevant practical digital skill training
during this critical stage.

The oldest age group (24-29 years) demonstrated greater proficiency in compe-
tencies such as Cybersecurity (Mean = 4.20) and Accuracy (Mean = 3.96), likely
influenced by workplace experience and direct industry exposure. Nonetheless, rel-
atively lower scores in Problem-Solving (Mean = 3.67) and Optimization (Mean =
3.60) indicate opportunities for further development, particularly regarding practi-
cal application and technological efficiency.

The oldest age group (24-29 years) demonstrated greater proficiency in compe-
tencies such as Cybersecurity (Mean = 4.20) and Accuracy (Mean = 3.96), likely
influenced by workplace experience and direct industry exposure. Nonetheless, rel-
atively lower scores in Problem-Solving (Mean = 3.67) and Optimization (Mean =
3.60) indicate opportunities for further development, particularly regarding practi-
cal application and technological efficiency.

Variability in self-assessment scores was most pronounced among the youngest re-
spondents (15-18), especially in Collaboration and Innovation, suggesting diverse
experiences and proficiency levels within this demographic. Conversely, the oldest
group (24-29) showed more consistent assessments, reflecting greater uniformity
potentially due to shared workplace experiences. These findings highlight the im-
portance of age-specific digital training programs that address distinct developmen-
tal needs and proficiency levels across youth age groups.

Distinct patterns emerged when examining youth digital competencies according to
employment status. High school students reported the highest confidence in Collab-
oration (Mean = 4.30), Digital Meetings (Mean = 4.01), and Cybersecurity (Mean
=4.17), suggesting strong theoretical proficiency likely derived from school curric-
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ula emphasizing these competencies. Employed youth showed greater strength in
Analysis (Mean = 4.05) and Innovation (Mean = 3.77), reflecting the influence of
practical, hands-on experience in the workplace.

Table 7. Examination of youth digital competencies according to employment
status

Status

Accuracy

Analysis

Collab~n

Meetings

Content

I

nnova~n

Security

Cyber

Proble~g

Optimi~n

EMPL

=W

.894737
.080413

4.052632
.8746643

4.

052632

.8111071

=W

.912281
.090228

w

.807018

1.186811

3.77193
.085909

=W

.947368
.076055

.175439
.868554

=W

.596491
.032674

3
1

.614035
.064934

HS.ST

=W

.797101
.11%082

4.144928
1.153962

e

.304348
.167002

(S

.014493
.091313

w

.724638

1.161693

=W

.681159
.143945

(S

.173913
.137031

(SIS

.173913
.110862

oW

.695652
.061413

3

.971014
1.07061

Uv.sT

W

.673469
.179473

3.857143
1.06066

o

.020408
L127124

oW

.632653
.269742

w

.387755

1.076575

- oW

.571429
.099242

(RS

.102041
.084837

(RIS

.163265
.105798

oW

.816327
.054227

w

.71428¢6

1.020621

Total

- oW

.79428¢6
.120843

4.034286
1.0444

(SRS

.142857
.054352

oW

.87428¢6
.147797

w

.657143
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In contrast, university students consistently rated themselves lowest, especially in
Content Creation (Mean = 3.38) and Innovation (Mean = 3.57). These lower scores
highlight potential gaps in practical digital training within higher education settings,
underscoring the need for targeted skill development programs aimed at enhancing
creativity and innovative use of digital tools.

Variability in self-assessment was notably high among high school students, indi-
cating significant disparities in individual confidence and possibly reflecting un-
even access to quality digital education. Employed respondents demonstrated the
lowest variability, particularly in Cybersecurity, suggesting consistent exposure and
practical experience in their professional environments. These patterns indicate the
importance of customized digital training interventions that address specific com-
petencies aligned with each group’s unique educational or professional contexts.

Conclusions and recommendations

This study conducted a comprehensive empirical analysis of digital skill youth
self-perceptions, utilizing the European Union’s Digital Competence Framework
for Citizens (DigComp). The competencies with the highest self-assessed ratings
were Cybersecurity, Collaboration, and Security whereas youth respondents report-
ed relatively lower confidence in Content Creation, Innovation, and Problem-Solv-
ing. Thus, it is essential to improve skills on digital proficiency, particularly in cre-
atively generating digital content, innovatively applying technology, and effectively
addressing digital-related problems, as they significantly influence employability
and adaptability in a digitally evolving job market.

The data was collected in the municipalities of Elbasan Region and significant vari-
ation in youth self-assessed digital competencies were ascertained across the dif-
ferent municipalities. These differences highlight the importance of geographically
tailored interventions in digital skills.

The study identified clear differences in self-assessed digital skills across age
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groups. The youngest respondents (aged 15—18) reported the highest confidence in
Collaboration and lower ratings in Content Creation and Innovation. Respondents
aged 19-23 consistently had the lowest self-assessed scores, particularly in Innova-
tion and Content Creation. The oldest age group (24-29 years) demonstrated great-
er proficiency in competencies such as Cybersecurity and Accuracy, and relatively
lower scores in Problem-Solving and Optimization. The study shows that the digital
skills are different between these age groups because of the level of education, in-
terests and work experience. These findings highlight the importance of age-specific
digital training programs that address distinct developmental needs and proficiency
levels across youth age groups.

Differences in youth digital competencies are also identified according to employ-
ment status. High school students reported the highest confidence in Collabora-
tion, Digital Meetings, and Cybersecurity. Employed youth showed greater strength
in Analysis and Innovation. The university students consistently rated themselves
lowest, especially in Content Creation and Innovation. These patterns indicate the
importance of customized digital training interventions that address specific com-
petencies aligned with each group’s unique educational or professional contexts.

The study makes a meaningful contribution to the literature by addressing gaps of
digital skills of youth, analysing them utilizing the European Union’s Digital Com-
petence Framework for Citizens (DigComp), in different municipalities, in different
age groups and employment status. The analysis is limited to Elbasan Region, and
further research can be extended to other regions with the aim to cross-regional
comparisons to further deepen the understanding of digital skill gaps of youth. At
the same time, this study is part of a wider study which has analysed the employer
requirements relative to digital skills and the match of these requirements with the
digital skills of youth as a future workforce of the digitalized economy.

Based on the findings, the following recommendations are proposed to bridge the
identified digital skills gap and enhance youth employability:

0 Align targeted digital education programs tailored specifically to address
the digital skills gaps among young people.

0 Conducting targeted educational programs to effectively address specific
disparities in digital skills based on region, age, and employment status.
N Expand Practical and Experiential Learning: Increase the availability of

internships, apprenticeships, and hands-on digital training to expose youth to re-
al-world applications of digital tools, especially in innovation and professional col-
laboration settings.

[ Invest in Regional Digital Infrastructure to equalize opportunities for youth
digital skills development not only across the region, but across all over Europe.

In conclusion, the inclination of a continuous learning culture of the youth helps to
narrow the digital skills gap and to create a workforce ready to meet the demands of
a digital future, especially an increasingly digital economy.
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Abstract

Entrepreneurial education is increasingly recognized as a vital component of uni-
versity curricula, enabling students to develop critical thinking, innovation, and
problem-solving abilities. In Albania, universities have initiated various strategies
to enhance entrepreneurial skills among students, including startup incubators, in-
dustry partnerships, and specialized courses. This paper explores key initiatives,
challenges, and opportunities in fostering entrepreneurship in Albanian higher ed-
ucation.

Universities serve as critical drivers of innovation, entrepreneurship, and public
sector transformation, offering students and researchers a platform to develop
solutions for pressing societal challenges. Social entrepreneurship, despite its po-
tential for addressing systemic issues, remains underexplored, primarily attracting
individuals driven by intrinsic motivation to create meaningful change (Asante et
al., 1970). Digital technologies further enhance education accessibility and afford-
ability, providing interactive learning environments and adaptive tools to reach a
broader audience (Haleem et al., 2022). The European Research Area (ERA) facili-
tates the mobility of knowledge, researchers, and technology across member states,
fostering international research collaboration and sustainable growth (Research
and Innovation, n.d.). Meanwhile, fostering deep tech entrepreneurship requires
universities to collaborate extensively with industry, government, and civil society
to develop interdisciplinary solutions to complex problems (Galan-Muros, 2023).
European higher education institutions must bridge the gap between research excel-
lence and commercialization by cultivating an entrepreneurial culture, equipping
students with the necessary resources to launch successful startups (Heim, 2022).
Platforms like the Western Balkans Cooperation (WBC) and the European Institute
of Innovation & Technology (EIT) aim to integrate universities into broader innova-
tion networks, ensuring alignment with industry needs and advancing technological
progress (WBC, n.d.; EIT, n.d.). The expansion of deep tech fields such as quantum
computing, health tech, and fusion energy further underscores the need for struc-
tured startup ecosystems that connect emerging entrepreneurs with potential in-

168 First author EIT Raw Material Regional Innovation Center in Albania
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vestors (Ohr, 2020, EU-Startups, 2023). Ultimately, the synergy between academic
institutions, technological advancements, and entrepreneurship fosters a dynamic
knowledge ecosystem that accelerates economic and social impact.

Keywords: Entrepreneurship, Higher Education, Innovation, Startups, Albania.

Introduction

The Entrepreneurial skills are essential for economic growth and workforce adapt-
ability. Universities worldwide are incorporating entrepreneurship into their aca-
demic programs, and Albania is no exception. This paper examines the approaches
taken by Albanian universities to equip students with business and entrepreneur-
ial skills, emphasizing the role of practical experience alongside theoretical learn-
ing. This study is based on a qualitative assessment of entrepreneurial programs
across multiple Albanian universities. A review of literature, institutional reports,
and expert opinions provides insight into how these initiatives contribute to the de-
velopment of entrepreneurial competencies. Various case studies of university-led
incubation programs and industry collaborations are analysed to understand their
effectiveness.

Methodology

The Analysis of Variance (ANOVA) method used in this paper is crucial for de-
termining whether there are statistically significant differences among the mean
responses of students from the three universities (UNSA, UPT, and UoM) regard-
ing various deep tech-related questions. This study examines student entrepreneur-
ial interest across three South East European universities, University of Sarajevo
(UNSA), Polytechnic University of Tirana (UPT), and University of Montenegro
(UoM). The analysis relies on survey responses collected in June 2023, encompass-
ing students from all study cycles except first- and second-year bachelor students.
The survey, developed by UNSA, included multiple-choice questions on entrepre-
neurial aspirations, specifically their interest in founding a deep tech startup. A nu-
merical rating scale (1-5) was employed, where 1 represented “not at all interested”
and 5 signified “very much interested.” Data analysis involved descriptive statistics
and a one-way Analysis of Variance (ANOVA) to identify differences in entrepre-
neurial intent among students at the three institutions. The Tukey procedure for
multiple comparisons was conducted post hoc to determine which university groups
exhibited statistically significant variances in startup aspirations.

Results and Discussion

The study analysed the entrepreneurial ambitions of students across three South
East European universities, University of Sarajevo (UNSA), Polytechnic University
of Tirana (UPT), and University of Montenegro (UoM), with a specific focus on
their willingness to start a business in the deep tech sector.
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Table 4 Interest of students to start own company in a deep tech field.’*’

Source of vari- | SS df MS -value
ation

Between Groups | 51.27 |2 25.64 | 13.56 0.00 |3.02
Within Groups | 586.28 | 310 | 1.89
Total 637.55 312

The table 1 reflected the values of the means as depicted in Table 7 with the highest
mean 3.82 for UPT and lower values 3.03 for UNSA, and 2.89 for UoM.

Survey responses indicated notable variations among the three universities. UPT
students exhibited the highest level of entrepreneurial intent, with 43.81% select-
ing the highest rating (5), meaning they were strongly motivated to start their own
deep tech business. In contrast, entrepreneurial enthusiasm among UNSA and UoM
students was lower, with mean scores of 3.03 (UNSA) and 2.89 (UoM) compared
to UPT’s higher mean score of 3.82. These figures indicate a significant gap in en-
trepreneurial ambition across the three universities.

Statistical Validation of Differences

To determine whether differences in entrepreneurial interest were statistically sig-
nificant, one-way Analysis of Variance (ANOVA) was employed. The results con-
firmed a statistically significant variance in entrepreneurial interest among students
from the three institutions (F stat = 13.56, p < 0.05).

Following ANOVA, a Tukey post-hoc test was conducted to identify where the dif-
ferences lay. The test confirmed that UPT students had a significantly higher interest
in entrepreneurship than both UNSA and UoM students.

Table 5 ANOVA - Interest of students to start own company in a deep tech field.

Sourceoof vari- SS
ation

Between Groups | 51.27 2 25.64 | 13.56 | 0.00 | 3.02
Within Groups | 586.28 | 310 | 1.89
Total 637.55 | 312

Since F_stat>F crit the decision is to reject H 0: p_1=p 2=p 3.

df MS -value

The conclusion is that there is enough evidence to conclude that the means of inter-
est of students of UNSA, UPT, and UoM to start own company in a deep tech field
are different at a=0.05 level of significance.

No statistically significant difference was found between UNSA and UoM students,
suggesting similar attitudes toward business creation.

These findings provide strong evidence that UPT students are notably more inclined

169 The data presented in the tables above is derived from the article Exploring Deep Tech: Student
Perspectives and Cross-University Analysis by Pasic, Mirza, Lavdie Moisiu, Jelena Sakovic Jo-
vanovic, Srna Sudar, Aleksandar Vujovic, and Mugdim Pasic, International Journal for Quality
Research, vol. 18, no. 3, 2024
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toward entrepreneurship than their counterparts in Bosnia and Montenegro.
Potential Influencing Factors on Entrepreneurial Intent

Several factors likely contribute to the stronger entrepreneurial mindset among UPT
students:

Institutional Support & Curricular Structure: UPT may have more entrepreneur-
ship-focused courses and opportunities for students to develop business plans, ac-
cess funding, and engage with industry professionals. The presence of start-up in-
cubators and university-linked innovation hubs could also encourage students to
explore business creation.

Economic Environment & Start-Up Culture: Albania’s growing start-up ecosystem,
particularly in deep tech and digital industries, may serve as a strong motivation for
students to pursue independent business ventures. Government-backed innovation
programs and investment incentives could further foster student ambition.

Cultural Factors & Perception of Entrepreneurship: In some regions, entrepreneur-
ship may be viewed as a high-risk career path compared to traditional employment.
The data suggests students from UNSA and UoM may be more hesitant about busi-
ness creation, possibly due to socio-economic or job security concerns.

Barriers to Entrepreneurship for UNSA and UoM Students

While UPT students exhibit strong entrepreneurial ambition, students at UNSA and
UoM show more caution toward business creation, likely due to specific barriers:

1. Limited Funding Opportunities

° Young entrepreneurs in Bosnia and Montenegro often face financial barri-
ers that hinder early-stage business development. The absence of targeted funding
mechanisms discourages students from pursuing their own ventures. Key challeng-
es include:

o Restricted access to seed capital and grants, making it difficult for aspiring
entrepreneurs to prototype their ideas.

o Underdeveloped investment networks, such as angel investors or venture
capitalists willing to support student-led initiatives.

o Limited government-backed programs aimed at fostering youth entrepre-
neurship, resulting in fewer financial incentives to take business risks.

o Strengthening funding opportunities—through startup incubators, univer-
sity-led grant programs, and improved investor engagement—could significantly
empower students in their entrepreneurial journey.

2. Insufficient Exposure to Entrepreneurship Education

o Entrepreneurial confidence is closely tied to education, yet business and
innovation training remain underrepresented in academic programs at UNSA and
UoM. This limits students’ readiness to launch ventures. The gaps include:

o Theoretical-heavy curricula, where hands-on startup training, incubators, or
accelerators are lacking.
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o Minimal industry integration, preventing students from gaining real-world
insights into market challenges and business development.

o A lack of structured mentorship and networking, making it harder for stu-
dents to access experienced entrepreneurs and investors.

o Expanding entrepreneurship education—through innovation labs, startup
mentorship programs, and experiential learning opportunities—could transform
student engagement with business creation.

3. Regulatory and Bureaucratic Barriers

Navigating complex bureaucratic procedures often discourages students from for-
mally establishing businesses in Bosnia and Montenegro. Critical roadblocks in-
clude:

o Time-consuming registration processes, delaying startup creation and dis-
couraging student-led initiatives.
o Complicated tax compliance and business documentation, placing admin-

istrative burdens on young entrepreneurs unfamiliar with regulatory frameworks.

o Limited institutional support, where universities and government agencies
offer insufficient guidance on entrepreneurship-friendly policies.

o Simplifying business regulations, offering tailored student entrepreneurship
support, and reducing bureaucratic red tape could create a more accessible ecosys-
tem for young founders.

Conclusions

Entrepreneurial education in Albanian universities is evolving rapidly, shaping a
generation of innovative thinkers and business leaders. Strengthening partnerships
between academia and industry, expanding funding sources, and refining curricu-
la will further enhance the impact of these programs. Universities must continue
fostering a culture of entrepreneurship to drive sustainable economic growth. The
study highlights a significant disparity in entrepreneurial ambition across the three
universities, with UPT students displaying the strongest motivation for business cre-
ation. While existing efforts aim to encourage entrepreneurship in academia, UNSA
and UoM students may require additional institutional support, funding access, and
policy improvements to enhance their business aspirations. Universities in the re-
gion can play a pivotal role in shaping the next generation of deep tech entrepre-
neurs through targeted curricular, funding, and mentorship interventions.
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Summary:

The article examines the contemporary challenges that corruption in the public ad-
ministration of Albania poses to the process of European integration. The impor-
tance of EU integration as a foreign policy doctrine and a domestic political motiva-
tor for reform is outlined. The main thesis of the article is presented: corruption in
the public administration represents a systemic and cultural barrier that blocks real
convergence with European standards, despite nominal progress. The structure of
corruption in the Albanian public administration is examined: from administrative
abuses to political patronage. The enduring logic of clientelism, lack of account-
ability, dependence on personal and party connections, and formalism in the imple-
mentation of anti-corruption mechanisms is analyzed. The analysis focuses on the
interaction between institutional weakness, political clientelism, informal networks
and formal harmonisation with European requirements. The causal links between
persistent corruption practices and the perceived inadequacy of reforms in the areas
of justice, administration and the rule of law are examined. Attention is also paid
to the cultural and structural factors that hinder the real assimilation of European
standards, despite formal progress. The article concludes that European integration
cannot be successful without a deep internal transformation based on an effective
anti-corruption framework, political will and cultural change.

Keywords: European integration, Albania, corruption, public administration, an-
ti-corruption reform, rule of law, institutional capacity, political clientele, European
standards, justice system.

Introduction: European Integration as a Strategic Goal and Political Test for
Albania

The European integration of Albania represents not only a foreign policy objective,
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but also a deeply structural political and cultural test of the state’s capacity to reform,
to adopt the principles of the rule of law and to establish institutional sustainability
in line with European Union standards. Since the beginning of the 21st century, Al-
bania has consistently affirmed its European perspective as a strategic priority. EU
accession is perceived as the definitive sign of the transition from authoritarianism
to democracy, from isolation to compatibility with European political, economic and
administrative norms. Despite the declared progress, this process has been marked
by repeated postponements, partially implemented recommendations and structural
obstacles. The most significant and persistent problem that systematically slows
down integration is corruption in public administration. It not only undermines trust
in state institutions, but also creates real barriers to the implementation of key mem-
bership criteria — especially in the areas of justice, management of public resources,
independence of administration and the rule of law. The European Commission has
repeatedly expressed concern about the lack of progress in these areas, despite the
existence of strategies, legislative frameworks and formally adopted reforms.

Corruption in Albania is not only manifested in open violations of the law, but is a
structured part of the functioning of the system itself — it is intertwined in the mech-
anisms of appointments, in the management of public funds, in access to services
and in the very perception of power as a resource for private or party use. This type
of systemic corruption requires not just criminal repression, but a profound transfor-
mation of the institutional logic and the cultural code of political action.

The aim of this article is to examine how corruption in public administration hin-
ders Albania’s European integration, analyzing not only formal indicators and inter-
national reports, but also hidden mechanisms of power, cultural prerequisites, and
political adaptation strategies. Particular emphasis is placed on the dual role of the
European Union — both as an external driver of reforms and as a symbolic frame-
work used by domestic political elites to legitimize the status quo. This analysis
seeks to answer the question: is real European integration possible without a radical
rethinking of the management culture, institutional ethics and social tolerance for
corruption?

Corruption as a systemic problem: structure, manifestations and sustainability

Corruption in the public administration of Albania is not a marginal phenomenon,
nor a temporary deviation from the normal functioning of the state. It is a structural
phenomenon, deeply embedded in the way institutions function, resources are allo-
cated and power is exercised. Its sustainability stems not so much from weaknesses
in the legislation, as from historically shaped practices, informal networks and social
expectations that support an alternative logic of governance — one that seemingly
exists in parallel with the official one, but actually replaces it from within. At the in-
stitutional level, corruption manifests itself through opaque appointments, formally
justified but in reality predetermined competitions, allocation of public funds with-
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out effective control, dependence of the administration on political patronage and
lack of accountability in key management sectors. Even when independent anti-cor-
ruption structures exist, their effectiveness is often undermined by procedural iner-
tia, internal sabotage or covert political pressure. This institutional incompatibility
between form and content creates a situation in which formal mechanisms do not
function according to their normative logic, but according to the informal dynam-
ics of power. At the political level, corruption reproduces itself through clientelist
networks in which access to administrative and economic resources is provided in
exchange for political loyalty. The party system, although formally pluralistic, often
operates according to a logic of patronage and dependence, in which every change
in power leads to massive administrative shifts and the replacement of “loyal per-
sonnel”. This blocks the possibility of creating a professional, neutral and sustain-
able administration — one of the main criteria of the European administrative space.
The social consensus with which such practices are often perceived is particularly
worrying. In cultural terms, corruption is not always seen as morally reprehensible
— on the contrary, it is often justified with arguments such as “everyone does it”,
“otherwise it won’t work”, “it’s important to be our person”. This forms a cynical
public attitude, in which institutional rules are perceived as a formality, and real life
—as an arena of negotiations, compromises and unofficial agreements. It is precisely
this cultural tolerance that is a key factor in the sustainability of systemic corruption.

Neither legal nor political mechanisms can be effective if they are confronted with
such internal legitimation of the informal. This is also the main obstacle to real
European integration: the existence of a double reality — an institutional facade that
meets EU requirements, and a parallel governance world that functions according
to its own, persistent and often completely opposite logics to European principles.
Thus, corruption is not only an obstacle to integration, but also an indicator of the
deep discrepancy between the European norm and the Albanian institutional cul-
ture, which cannot be overcome by formal changes.

Impact of corruption on institutional readiness for integration

Corruption in Albania’s public administration has a profound negative impact on its
institutional readiness to join the European Union. Despite formal progress in har-
monizing legislation and creating new administrative structures, in practice corrupt
practices undermine the very foundations of functional governance, which is at the
heart of the European membership criteria. European integration requires not only
regulatory harmonization, but also the existence of functional, transparent and in-
dependent institutions that can apply the law without bias, manage public resources
effectively and guarantee equal access to rights and services for all citizens. In the
case of Albania, corruption undermines all these fundamental elements, having a di-
rect and corrosive impact on the country’s institutional readiness to meet the criteria
for European Union membership.
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Public administration is the backbone of any democratic state and a guarantor of the
application of the law, the efficient use of resources, the provision of public services
and the implementation of reforms. The European Union considers administrative
capacity as a key indicator of readiness for integration, requiring transparency, pro-
fessionalism, depoliticization and accountability. Corruption, however, works in the
opposite direction — it creates an environment of clientelism, political dependence
and lack of accountability that blocks administrative modernization.

First, corruption erodes trust in public institutions, which is a critical component
for the legitimacy and sustainability of any administrative system. When citizens
perceive the administration as an arena of favoritism, bribery and political deals,
any reform initiative — even formally correct — loses public support and becomes a
hollow form. Lack of trust, in turn, leads to low public engagement, weak account-
ability and a limited ability of institutions to function with the necessary efficiency
and fairness. Second, corruption hinders the development of a professional and in-
dependent public administration. Appointment and career development processes in
state structures are often determined not by competence, but by political affiliation
or personal connections. This creates a vicious circle: incompetent officials serve
private interests, which weakens the capacity of institutions, which in turn facil-
itates new forms of abuse and impunity. This blocks the implementation of key
European principles of depoliticization of administration and management by merit.

At a systemic level, corruption distorts the selection and career development pro-
cess in the public administration. Appointments are often not based on qualifications
and merit, but on personal loyalty, party affiliation or family ties. This leads to un-
professionalism and rotational instability, which undermine institutional memory
and the capacity to work effectively. In the absence of stable and competent per-
sonnel, reforms prove either unfeasible or easily reversible. In addition, the lack of
effective internal control and sanction mechanisms allows corruption to reproduce
with minimal risk to the perpetrators. Civil servants in the administration are rarely
held to real accountability to society or the rule of law. This leads to an absence of a
culture of official responsibility, which is incompatible with European requirements
for good governance and administrative ethics.

Funding from European funds, which should support institution-building, is also at
risk of diversion, redistribution to close structures or non-transparent use. This cre-
ates the impression of a facade of integration, in which funds are absorbed without
any real contribution to sustainable reforms. The European Commission has repeat-
edly pointed out administrative corruption as a key obstacle to Albania’s progress
in the accession negotiations. At a cultural level, corruption distorts the perception
of the civil service - it is perceived not as a public function, but as an opportunity
for personal gain or political loyalty. This makes it difficult to implement European
principles of serving the public interest and prevents the building of trust between
citizens and the administration - one of the fundamental requirements for function-
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ing governance within the EU.

The impact of corruption is particularly clear in the areas of public procurement,
the use of European funds and judicial reform. Orders are often implemented with
minimal competition, formally observing the procedures, but with predetermined
results. European funds often end up in the hands of companies with political ties,
with control mechanisms that are weak or subordinate to the same interests. The re-
form of the judiciary, despite significant efforts in the form of “vetting” and anti-cor-
ruption institutions such as SPAK, still faces resistance from political elites who try
to maintain their influence through processes of formal consent and informal block-
ade. All this leads to a state of institutional “duality”, in which at the European level
Albania demonstrates progress through reports, indicators and public commitments,
while at the internal level the old dependencies, compromises and inefficiencies are
reproduced. In such an environment, integration becomes increasingly difficult to
achieve not due to a lack of political rhetoric, but due to a lack of internal institu-
tional integrity and anti-corruption will.

Therefore, the impact of corruption on institutional readiness for integration is not
only functional, but existential — it undermines Albania’s ability to behave as an
equal and credible member of the European community. Without a radical break
in this dynamic, accession efforts will continue to be perceived as foreign policy
theater, rather than a real path to European belonging.

The European Commission and the anti-corruption criteria: between incen-
tives and sanctions

In the process of accession to the European Union, the European Commission plays
the role of the main regulator, monitor and guarantor of the compliance of the can-
didate countries with the established European standards. Among them, the fight
against corruption is of particular importance, which is treated not only as a legal
issue, but also as an indicator of the maturity of the democratic system and the sus-
tainability of public governance. In the case of Albania, the European Commission
has repeatedly emphasized that progress in the integration process is inextricably
linked to the effectiveness of anti-corruption policy and the independence of the
judiciary. The Commission applies an approach based on “conditionality” — that is,
the opening of specific negotiation chapters, the provision of financial and technical
assistance, as well as political recognition, are tied to measurable progress in the
implementation of reforms. This policy aims to create external pressure to mobilize
domestic political will and institutional capacity. Specific monitoring mechanisms
have been established, including annual progress reports that detail weaknesses in
the justice sector, the fight against organized crime and administrative ethics. De-
spite this architecture of incentives and sanctions, real results often fall short of
external expectations and, even more often, below public tolerance. The reason is
that the political elites in Albania have learned to use the very language of reforms
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as a tool for domestic political legitimation, without committing to a deep transfor-
mation. In this context, the EU becomes more than an external partner — it becomes
a domestic political alibi, through which real anti-corruption efforts are undermined
and replaced by imitation actions. Often, procedures are carried out formally, while
substantive change remains superficial or blocked. Institutions such as SPAK (Spe-
cial Prosecutor’s Office against Corruption and Organized Crime) are established,
but without a corresponding political environment and cultural support, their activi-
ties risk remaining isolated and easily subject to pressure. Thus, EU pressure, while
real, begins to lose its transformative power when it encounters culturally anchored
practices and cynical political adaptation.

This duality in the relations between Albania and the European Commission gives
rise to a new kind of institutional stratification. On the one hand, Brussels contin-
ues to insist on reforms, provide aid and maintain the integration perspective. On
the other hand, mechanisms are being built at the local level to simulate progress,
through which the political class responds to external expectations without violating
its own interests and networks of influence. Therefore, the success of the anti-cor-
ruption criteria depends not only on the pressure of the European Commission, but
on the real presence of domestic political will, supported by public intolerance and
an institutional culture of accountability. Without this internal component, any ex-
ternal sanction becomes an administrative formality, and any European recommen-
dation — an instrument of selective political implementation.

Cultural and Structural Obstacles to Administrative Reform

Corruption in Albania’s public administration cannot be fully understood, let alone
overcome, if viewed in isolation from the cultural environment in which it emerges
and reproduces. Although the institutional framework and European requirements
create pressure for modernization and transparency, administrative reforms face
persistent cultural attitudes, social expectations, and structural dependencies that
make it difficult to achieve real change. One of the key cultural barriers is the tra-
ditional perception of power as personalized and vertical. Historically, the state has
often been perceived not as a neutral institution serving the public interest, but as
an external force to be negotiated with or circumvented. This has led to a deep-root-
ed distrust of institutions and the principle of impartial justice. Administration is
understood not as a system of rules and procedures, but as a means of mediation
and influence, in which success depends on belonging to a network rather than on
competence. In this logic, the concept of “service” is often refracted through the
category of “service in return” — that is, in order to ensure administrative action, a
gesture of gratitude, personal loyalty or political support is expected. This creates a
vicious cultural dynamic in which citizens themselves do not seek an institutional
solution, but a personal connection, acquaintance or advocate. Hence the difficulty
in building a modern, impartial and professional administration — one that is based
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on the principles of equality, publicity and responsibility.

Added to this cultural base are structural obstacles arising from the way in which the
administrative system has been constructed since the 1990s. Political parties, instead
of distancing themselves from the administration, seek to colonize it — through ap-
pointments, control over procedures and use of public resources for party interests.
Thus, the rotation of power becomes the rotation of the entire administrative elite,
which not only renders reform meaningless, but also blocks institutional memory
and consistency. In this context, even the best-designed reform strategies remain
unimplemented because they are entrusted to a system incapable of generating au-
tonomous and sustainable institutional behavior. In addition, weak internal control
capacity, the lack of protected channels for reporting abuses, low salaries, and the
political dependence of the management create an environment in which corruption
is not an aberration but an everyday practice, unfolding mainly on the periphery of
the system, but with the tacit consent of the center.

Real reform of public administration in Albania therefore requires not only legis-
lative changes, but also cultural and institutional rehabilitation, in which the civil
service will be perceived as a professional career, and not as a temporary reward or
political favor. Without such a rethinking, efforts at European integration will re-
main an external projection without an internal basis, and the administrative system
— an invariable obstacle to the democratization of governance.

The EU’s Contradictory Role: External Guarantor or Internal Alibi?

The European Union plays an ambivalent role in the process of transformation of
Albanian statehood. On the one hand, the EU acts as an external guarantor for de-
mocratization, modernization, and the building of an effective public administration
through mechanisms of conditionality, technical assistance, and political commit-
ment. On the other hand, however, the EU often becomes an internal political alibi,
through which local elites legitimize the status quo, simulating reform and using the
integration process as a tool to strengthen their own power. The EU has a unique
transformative potential through the so-called conditionality — a mechanism of con-
ditionality, in which each step towards membership is linked to specific reforms,
including in the areas of anti-corruption, justice, and good governance. For Albania,
this means introducing new institutions such as SPAK, conducting judicial “vet-
ting,” creating electronic public procurement systems, and adopting administrative
reform strategies. Without pressure from the EU, these changes would have been
difficult to undertake with internal political initiative. In this sense, the EU acts as
an external moral and technical guarantor, setting standards and expectations that
are not subject to local political circumstances.

However, there is a risk that this external framework will be appropriated by local
elites, who often use European rhetoric to legitimize their decisions without im-
plementing real reform. Anti-corruption institutions are created, but without real
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independence and effectiveness. The negotiation process is presented as a sign of
progress, while in practice it is used to cover up internal deficits through facade
accountability. In this way, the EU can unintentionally become an instrument for
stabilizing elitist governance, if there is no strict monitoring and sanctioning of sim-
ulated reforms. The most serious ambivalence stems from the discrepancy between
the external regulatory framework and the internal cultural logic of governance.

European standards presuppose autonomous institutions, the rule of law and equal-
ity, while the Albanian public administration is still dominated by personalized de-
pendencies, clientelism and informal networks. The EU does not have the tools
to change this cultural environment from the outside — this is a process that can
only happen through internally driven transformation. At best, the EU offers a sus-
tainably framed reform roadmap that allows Albania to harmonize its legislation,
institutional architecture and management practices with European standards. The
European Commission’s reports, negotiating chapters, monitoring and performance
assessment requirements play the role of an external reference system that sets crite-
ria that are not subject to internal political compromise. This mechanism has proven
effective in a number of Central and Eastern European countries, where it is external
pressure that has triggered processes of real transformation. The European Union
is an indispensable stimulus for anti-corruption reforms, but without real political
will and cultural change, its role remains incomplete and ambivalent. The EU can
set the direction and mechanisms, but it cannot replace the internal social contract
for good governance. For Albania, the key to real corruption reduction is not just
institutional copying, but the ethical assimilation of European principles as the basis
of statehood.

But in the Albanian context, where the political system is highly personalized, the
institutional culture is weak, and corruption is structured, a paradox arises: external
legitimacy is used for the internal stabilization of informal power. Political elites
actively refer to “European requirements” to justify elections, appointments, re-
organizations, and legislative changes that serve narrow party interests. Thus, the
language of European integration is appropriated by the ruling circles, but not as an
incentive for democratization, but as a tool for managing internal crises and disarm-
ing the opposition.

This mechanism of political mimicry leads to an internal dissociation: on the one
hand, Albania appears internationally committed to reforms, on the other hand, the
reality on the ground shows little progress, especially in terms of real accountability,
the separation of powers and the rule of law. In this situation, the European Union
risks losing its role as a catalyst for change if it does not take into account the
essential gap between the declared and the implemented transformation. In addi-
tion, constant postponements and the lack of concrete deadlines for progress in the
negotiations contribute to growing Euroscepticism in Albanian society, especially
among the young and educated. The promise of European membership is starting to
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sound abstract, and the feeling that the country is “eternal candidate” undermines
confidence in the integration process itself. This creates cultural fatigue and civic
apathy, which further weakens public pressure for reforms. Therefore, for the EU
to remain an effective reform agent, it must overcome its own duality — between
pragmatic cooperation with local authorities and the need for a principled stance on
systemic deficits. European support should not only be conditional, but also target-
ed at building domestic civic capacity for control, accountability and resistance to
institutionalized corruption. Otherwise, the EU will continue to be perceived not as
a partner in democracy-building, but as a technical justification for a failed transi-
tion, in which corruption is masked by reformist rhetoric and institutional change is
reduced to an administrative facade.

Conclusion: The need for internally driven transformation

The problem of corruption in Albania’s public administration is not simply tech-
nical, nor can it be solved solely through legislative harmonization or institutional
restructuring. As this analysis shows, corruption is a multidimensional and structur-
al phenomenon that stems not only from weaknesses in the regulatory framework,
but also from deep-rooted cultural attitudes, political expediency, and informal net-
works of power. In such a context, European integration, however desirable, cannot
achieve sustainable success unless it is understood as an internal transformation,
and not simply as an external adaptation. The formal implementation of require-
ments, the creation of anti-corruption structures and the use of European rhetoric
to legitimize management practices cannot compensate for the lack of political will
and public mobilization. In a situation in which institutions operate according to
double standards — officially according to European rules, but in reality according
to the logic of clientelism and personalized management — any reform risks remain-
ing superficial, and any rapprochement with the EU — simulated. Overcoming this
crisis requires, above all, the dismantling of cultural tolerance towards corruption,
which implies a new type of political leadership, committed not only to the formal
requirements, but also to the ethical foundations of governance. It is necessary to
build a civil society that is not satisfied with a passive role, but actively demands
accountability, equality and public integrity. Only with such internal pressure can
one expect that integration will not be just a geopolitical course, but a real demo-
cratic transformation of society and the state. The role of the European Union in
this process remains important, but it must be rethought — not as external pressure
on the elites, but as a partnership in the cultural and institutional emancipation of
citizens. Only in this way can Albania’s European perspective be transformed from
a strategic formula into a social reality, from an external horizon — into an internally
achieved goal. Otherwise, corruption will continue to be not an obstacle on the path
to Europe, but a fundamental sign of delayed modernity, the overcoming of which
will require much more than formal commitments.
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Abstract

This paper aims to evaluate the impacts of organizational structure on the intrapre-
neurship in different business areas. The data for the analyzes or for the evaluations
are gathered through various methods. The main focus of the paper will the answer
of the question: “Does the organizational structure have impacts on the intrapre-
neurship?” Again, the whether the existence of impact or the level of impact change
or not, in different business areas or in different situations are also be considered.
Moreoever, some cases are also mentioned. Management styles, the levels of hierar-
chy, flexibility, lean structures, organic styles are among the dimensions that were
examined for their impacts on intrapreneurship.

Keywords: Organizational structure, Intrapreneurship, Innovation, Performance.

Introduction

Intrapreneurship can be defined as the entrepreneurship within existing organiza-
tions. It is one of the main sources of organizational sustainability, success, and
competitiveness. The term reflect the focus for innovation at an organization. Ac-
cordingly, firms can achieve the level of competitive advantage through innovation,
so intrapreneurship.

The concept of intrapreneurship is reflected in innovation that creates a market
demand. So, what is innovation? According to common views, innovation is ex-
plained with concepts such as knowledge or idea generation, creation, and develop-
ment. Hamel defines innovation in businesses as changes in traditional principles,
processes, and practices (Hamel, 2006, 3). Drucker, on the other hand, associated
innovation with entrepreneurship. According to him, innovation is an initiative ini-
tiated by a person and includes all the tools used on this path (Drucker, 2002, 5).
According to Rogers, intrapreneurship is “ideas, practices, or objects perceived as
new by individuals or organizations” (Hiwarkar, 2019; Rogers, Singhal, & Quinlan,
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2019).

The definition of intrapreneurship includes the following dimensions (Hiwarkar,
2019; Seslisozluk, 2025):

Being creative with ideas and procedures;

The practice of applying entrepreneurial skills and approaches within an established
company;

Encouragement of innovation and entrepreneurism within an existing company or
organization;

The practice of entrepreneurship within a large firm Intrapreneurship is a style of

management to be independent, risk taking, innovative, daring, and typical of the
style used in successful start-up firms;

Entrepreneurial-based activities within a corporation that receive organizational
support and resources commitments for the purpose of an innovative new business
experience within the organization itself;

A form of business organization in which new business units are developed within
a larger corporate structure in order to deploy the firm’s resources to market a new
product or service; also called corporate entrepreneurship.

The basic characteristics of intrapreneurship:

It entails a window of opportunity within which the concept can be successfully
capitalized;

Involves opportunity recognition and definition;

Requires a unique business concept that takes the form of a product, process, or
service;

Driven by an individual champion who works with a team;

Predicated on value creation and accountability to a customer;

Entails risk and require risk management strategies;

Requires the entrepreneur to develop creative strategies for leveraging resources;
Involves significant ambiguity;

Requires harvesting strategies;

Requires that the entrepreneur be able to balance vision with managerial skill, pas-
sion with pragmatism, and proactiveness with patience;

Involves concepts that are most vulnerable in the formative stage, and that require
adaptation over time;

Entails a window of opportunity within which the concept can be successfully capi-
talized (Morris & Kuratko, 2002; Neessen et al., 2019; Ristovska et al., 2021).

Holt, Rutherford & Clohessy (2007), found that for the individual, the outcome is
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often related to higher job satisfaction and greater commitment at workplace where-
as according to Zahra & Garvis(2000) at the organizational level, the positive results
typically come in the form of objective profitability and better firm performance
(Hiwarkar, 2019; Holt, Rutherford & Clohessy 2007; Zahra & Garvis, 2000). It is
also found that; innovativeness, proactiveness, risk-taking, opportunity recognition
/ exploitation and internal / external networking are important behavioral dimen-
sions of intrapreneurship (Neessen et al., 2019). Hastuti et al. (2016) achieved the
result that, the elements of proactiveness, risk taking and autonomy in intrapre-
neurship provides a leverage for sustainable economic, environmental and social
innovation (Hastuti, 2016).

Intrapreneurship Through Innovation

The concept of innovation has emerged as an important phenomenon throughout
history in line with the efforts of societies to increase their welfare levels and has
been adopted in businesses as a reflection of this trend. It has become inevitable
for modern businesses in particular to keep their organizational structures up-to-
date in line with the constantly changing demand dynamics and intrapreneurship
requirements in order to sustain their existence in a competitive environment. When
business literature is examined, innovation, which is often seen to be intertwined
with concepts such as creativity, change, technology, research and development,
has found a place in many organizational approaches and theories. In this context, it
is of great importance for businesses to revise their organizational structures in line
with today’s requirements by benefiting from various theoretical approaches such
as ecology, condition dependency, resource dependency, organizational networks
for a sustainable activity. Again, when the historical development of innovation is
examined, the existence of a knowledge accumulation transferred from the past to
the present is encountered. This situation suggests that innovation in businesses has
a dynamic structure and there is no stopping point (Hastuti et al., 2016; Hiwarkar,
2019; Lazoglu Giir, 2024; Neessen et al., 2019; Ristovska et al., 2021).

In order to remain competitive within the capitalist structure or to stand out in com-
petition, it is necessary to be able to meet the increasing quality level of customer
demand and to be able to give the most appropriate response to it. Businesses can
and should be able to meet the demands of consumers or customers in the new
competitive conditions that have emerged on the basis of the ever-developing so-
cial structure with intrapreneurship activities, the increasing level of human devel-
opment, increasing options for customers, increasing level of information, easier
access to certain resources and the diversification of these resources, the very short-
ening of the information transfer period and the fact that information is accessible
to the whole world from the moment it is revealed, and the exponential growth of
the volume of information. In other words; businesses that cannot respond appro-
priately to these conditions will fall behind in competition and may even have to
end their existence after a while. Ristovski et al. (2021) found that, intrapreneurship
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concept should be implemented in service organizations in order to increase the
creativity and motivation of employees to be involved in innovation processes and
therefore contribute to business prosperity and improved performance (Ristovska et
al., 2021).

Lean Organizational Structure

Low number of levels refers to the small number of levels between the top and
bottom levels in organizations (Pasaoglu, Tokgdz, Sakar, E. Ozler, & Ozalp, 2013).
In organizations with a large number of levels, it takes a long time for decisions to
reach the bottom level from the top level (Aksay, 2015, 119; Hiwarkar, 2019; Nees-
sen et al., 2019; Ristovska et al., 2021).

The low number of levels shortens the decision-making time in organizations,
speeds up the flow of information, and enables rapid solutions to problems. The low
number of levels allows businesses to be more flexible. Thus, businesses will be
able to adapt to the environment more easily and, as a result, respond more easily to
customer demands. At the end of this process, customer satisfaction, which is one of
the basic gains of intrapreneurship, so intrapreneurship processes, will be achieved
at a high level.

Flexible Working

Flexible working can be expressed in different areas of the organization and in dif-
ferent subjects, as well as in general terms as softening of maximum working hours,
allowing employees to program start and finish work hours, or homogenizing job
descriptions in a functional sense so that employees can take on tasks and respon-
sibilities in different areas (Demir and Gersil, 2008, 70-71; Hastuti et al., 2016).
Flexible working removes the stress on employees and, strengthens the capability
for innovation or intrapreneurship.

The specialization approach is an approach that came to the fore as a result of the
increasing knowledge accumulation and changing work-labor processes with the
industrialization process, and the replacement of the human model working with a
holistic understanding by expert employees (Y1lmaz and Erdem, 2016, 35). A con-
sensus on specialization from past to present is that it increases efficiency in activity
(Hastuti et al., 2016; Hiwarkar, 2019; Karakog, 2020, 673-676; Lazoglu Giir, 2021;
Neessen et al., 2019; Ristovska et al., 2021).

Maximizing the knowledge on a certain subject provides specialization on the sub-
ject. Specialization is the main source of new idea generation. Therefore, organi-
zations can present intrapreneurship in the subjects they specialize in. In this way,
intrapreneurship performance levels increase. In order to increase specialization,
organizations can choose to increase their knowledge accumulation with training
and development activities of their current employees, as well as increase their orga-
nizational knowledge accumulation with personnel transfers from outside the orga-
nization. Since there are different ways to access knowledge today, the organization
needs to evaluate them in an integrated manner and benefit from each of them as
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much as possible.
Diversification

Diversification of the elements contributing to knowledge accumulation increases
and enriches the qualities of knowledge accumulation. Again, this increases intra-
preneurship performance.

Decentralization

Decentralization, unlike centralization, where important decisions are made only by
senior employees in an organization, refers to a more democratic decision-making
process and a low level of hierarchy within the organization (Bozkus, 2016, 240).
What is expected from structures in which this process is included in organizations
is that it allows for good governance, ensures that employees participate in the deci-
sion-making process, and allows employees to develop their potential because they
can be included in the authority (UNDP, 1999, 2).

The decentralized organizational structure strengthens the behavior and ability to
make decisions directly by expanding the areas of responsibility of employees and
by delegating authority to them. The process ensures that specialization occurs at
higher levels along with focus based on responsibility.

Teamwork

Teamwork, although derived from the concept of cooperation and solidarity that has
developed since human history, is defined as two or more people coming together to
do a job within a community of common values to achieve a certain goal (Hastuti et
al., 2016; Neessen et al., 2019; Lazoglu Giir, 2024; Ristovska et al., 2021; Yardimci,
Basbakkal, Beytut, Muslu and Ersun, 2012, 132).

Teamwork encourages new ideas by increasing knowledge accumulation through
thought or information sharing. The high level of knowledge accumulation strength-
ens creativity competence, which positively affects innovation performance.

Cultural Diversity

Cultural diversity can be defined as the diversity that occurs in companies today, as
in many countries, in the form of employees from different nations, which is seen
under the influence of the globalizing world. It is supported by many literary studies
that global diversity among employees, which is often seen in multinational com-
panies, is seen as an important measure of wealth within the company (Hastuti et
al., 2016; Seymen, 2005, 4). In companies operating with a multicultural structure,
intrapreneurial ideas can be produced thanks to brainstorming that occurs with dif-
ferent ideas that may come from different cultures, and this can bring new perspec-
tives to current activities.Although there are some studies stating that there may be
some negative situations regarding cultural differences, it is thought that when the
integration of employees from different cultures within the company is carried out
appropriately by the management, it will be greatly beneficial, especially in terms
of intrapreneurship. Cultural diversity increases the accumulation of knowledge by
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bringing different cultures together. Different perspectives reflecting the accumula-
tion of different cultures on any subject also expand the organizational vision and
open new horizons for the organization (Hiwarkar, 2019; Lazoglu Giir, 2024; Nees-
sen et al., 2019).

In terms of intrapreneurship performance, transferring organizational experiences
and intrapreneurship experiences from different countries or regions to an organiza-
tion increases the intrapreneurship capability of that organization by strengthening
and enriching the organizational knowledge base. Today, the fact that organizational
innovation performance is at the highest levels in the world, especially in the coun-
tries where brain drain is most directed, can be considered as a data supporting this
situation.

The Egalitarian Organizational Structure

The egalitarian structure is a structure that often positions itself in the eyes of em-
ployees in the company, and it is seen as a structure that can be understood from the
attitude that individuals develop regarding their business, manager or job when they
compare the gains they have achieved as a result of their work in their activities with
the gains of other employees in equal positions (Luthans, 2011). When the studies
that express the positive effects of an egalitarian structure on employee motivation
are examined (Ristovska et al., 2021; Yiiriir, 2005, 12), it is known that motivation
is a driving force for the individual to force their performance in any activity and
that companies operating with this structure will provide outputs in their favor in
terms of efficiency.Egalitarian structure positively affects the perception of organi-
zational justice, which increases the motivation level of employees. In addition, the
perception of equality directs employees to behave more constructively, supports
them to put forward new ideas and develop innovations. This is one of the elements
that will increase intrapreneurship performance.

Again, the perception of equality positively affects the company image and con-
tributes to the recruitment of qualified people to the company, which can increase
the level of intrapreneurship performance of the company. At the same time, this
positive perception can make the company more attractive to consumers and enable
them to become customers of the company’s products. Accordingly, customers can
increase the level of intrapreneurship performance of the company by demanding
more new products from the company (Lazoglu Giir, 2024).

Hybrid working refers to a new working model that emerged by evaluating the
positive and negative aspects of remote working models after the global pandemic
and represents the combination of physical office and remote office working styles
(Borg and O’Sullivan, 2021, 42-43; Hiwarkar, 2019; Neessen et al., 2019; Ristovska
etal., 2021).

Product Type Structure

Product type structure refers to the division of companies based on the products they
produce, and there are departments such as marketing, planning, and distribution
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for each product group (Hazneci, 2019, 84). This structure, where different product
types are managed as mini-companies, is often seen in large-scale companies, and
the managers of each department are in contact with top management (Alan, 2019).

The divisional structure, although also referred to as a multi-divisional structure, is
realized in the form of adding management levels to the functional structure due to
the need to diversify the activities of the company in cases where it produces more
than one similar product (Cubukcu, 2018, p.185). With this division made by con-
sidering the product or market, a structure that is far from a cumbersome structure,
flexible and works with experts in the field who can adapt to changing conditions is
exhibited (Bozkus, 2016, 248; Lazoglu Giir, 2024).

Participation

Participation includes concepts such as participation of employees in decisions in
organizations, equal rights in participation, free circulation of information, employ-
ees’ right to control, and right to object, and it also expresses a collective logic
(Cosan E. and Altin G., 2014, 233). Elements such as high employee motivation,
high level of intrapreneurship, decrease in labor turnover, efficiency, profitability,
and increased productivity are some of the contributions that a democratic organi-
zation will provide to the company (Fenton, 2011, p.178). Social opportunities are
one of the motivational strategies used in companies so that employees can work
productively and with a high level of satisfaction by embracing the job. This form
of motivation, which can take the form of economic tools, psycho-social motivators
or organizational and managerial tools, can manifest itself with variables such as
social assistance, social participation and communication (Korkut, Cil, Gedik and
Kescioglu, 2017, 858; Lazoglu Giir, 2024; Neessen et al., 2019).

Diversity and Inclusion

Diversity and Inclusion refers to the understanding shown in businesses regarding
differences such as race, ethnicity, age, gender, disability, language or religion and
the acceptance and equal treatment behavior developed in this direction (Erdur A.,
2020, 212-241). Especially as a result of globalization, there is diversity among
employees regardless of company size and in every sector, but it is possible for the
company to make this situation productive with an inclusive approach. Although
differences are seen as a cause for conflict by some, this situation also brings with
it different ideas. Especially in innovative companies, there is a need for different
ideas and well-managed differences can manifest themselves as intrapreneurial ap-
proaches in companies.

Conclusions

This paper examined the concept of intrapreneurship. The basic claim of this paper
reflects that; intrapreneurship is associated with organizational structure, manage-
ment style, lean organizational structure, flexible working, diversification, decen-

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 319



tralization, teamwork, cultural diversity, the egalitarian organizational structure,
product type structure, participation, and diversity and inclusion.

The intrapreneurship process is linked with the structure of organization, manage-
ment style and organizational culture. Therefore, horizontal organizations support
the intrapreneurship process. Also, an efficient communication between the units
provides suitable area for innovation and intrapreneurship. The intrapreneurial per-
formance is a very important factor for companies for achieving the competitive
advantage.
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Abstract

The pervasive financialization of the real economy, combined with the emergence of
new and more sophisticated financial instruments that can be used for consumption,
saving and investment, has increased the need for more financial literacy among
citizens of all age groups to navigate the complex menus of options offered to them
by financial intermediaries.

At the same time, following the global financial crisis of 2007-2008 and the re-
cent COVID-19 pandemic crisis, the debate on the importance of financial literacy
has gained even greater momentum, as the most uninformed investors are seen as
the most exposed to financial and economic disruptions, regardless of their source.
Finally yet importantly, the liberalization of financial markets and policy reforms
have led to a continued shift of decision-making responsibility from governments,
institutions and employers to economic agents and households.

Therefore, the importance of having a sufficient level of financial literacy for indi-
viduals and households to make wiser decisions in various areas of their own busi-
ness is now widely recognized.

The real establishment of financial literacy, in particular digital literacy, is a step
forward in the formation of a working system for building a system of knowledge,
skills and competencies in adolescents and young people for coping behavior in the
conditions of a fluctuating and threatened financial ecosystem.

Keywords: digital financial literacy, financial digital ecosystem
JEL: C93, D81, D91, G53, J13
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Introduction to digital ecosystems

Financial digital literacy in itself is impossible without considering the surrounding
environment in which it is built.

The digital ecosystem, which is itself a group of interconnected information tech-
nology resources that can function as a common organism, a common whole, is an
important prerequisite for building the basic foundations of financial digital litera-
cy. The ecosystem is generally understood as a symbiosis of business interests, in-
cluding suppliers, customers, trading partners, digital applications, database service
providers from various types of markets and jurisdictions, but also all relevant tech-
nologies. In order for all these elements to function in an ecosystem, it is important
that it is interoperable.

Market leaders traditionally contribute to the development of innovative digital eco-
systems because in this way they gain immediate and rapid influence on the market
situation and dictate change in various industries, to which we can attribute services
provided by BigTech, retail chains and financial conglomerates (Stavrova, 2019).
Integrating business-to-business (B2B) practices, enterprise applications, and data
into a single ecosystem allows an organization to control new and legacy technol-
ogies, build automated processes around them, and consistently grow its business.

The digitalization of financial services, or digital finance, can improve access to
business finance for households remote from financial institutions by expanding
the range of available financial services and resources, thereby supporting financial
inclusion. (Zlateva, 2016), CGAP (CGAP), (Beirne, 2022)). The University of
Innsbruck has conducted research on the relationship between financial literacy and
the influence of the family environment in which students grow up, the role of the
education system in building systematic knowledge for making financial decisions.
(M. Aschenwald, 2023). The authors emphasize the role of core academic subjects,
such as mathematics, for example, in the perception of financial information and
financial decision-making, and the important role that the family has in adopting
social experience in this regard.

A team from the Asian Development Bank has studied and found a significant
positive and causal effect of financial literacy on the use of digital finance. This
appears to be particularly important for households with better financial security
and higher incomes, young people, women and families in urban areas. In addition,
we addressed endogeneity issues by using an instrumental variable (IV) approach
and including a set of demographic, socioeconomic and geographical variables.
We also examined different mechanisms through which financial literacy promotes
the use of digital finance. The analysis of the level of financial literacy showed
that it can further stimulate digital finance by increasing access to information and
communication technologies (ICT) and digital trust and tolerance towards new
technologies. (J. Yang, 2020)

The rapid increase in the degree of financialization of real sector businesses, com-
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bined with the emergence of new and more sophisticated financial instruments re-
sulting from financial engineering that can be used to finance consumption, sav-
ings and investment, has dramatically increased the need for more financial literacy
among the working population. In parallel, the aftermath of the global financial and
economic crisis of 2007-2008 and the recent liberalization of financial markets and
policy reforms have led to a continued shift in decision-making responsibility from
governments, institutions and employers to individuals.

The importance of having a sufficient level of financial literacy for individuals and
households to make wiser decisions in different areas of their own business is there-
fore now widely recognized.

Financial literacy consists of “a combination of information, knowledge, skills,
attitudes and behaviors necessary to make sound financial decisions and ulti-
mately achieve individual financial well-being” (OECD, 2015 2.) (OECD, 2015).

Financial literacy refers to the ability of individuals to understand and the rapid
increase in the degree of financialization of real sector businesses, combined with
the emergence of new and more sophisticated financial instruments resulting from
financial engineering that can be used to finance consumption, savings and invest-
ment, has dramatically increased the need for more financial literacy among the
working population. In parallel, the aftermath of the global financial and economic
crisis of 2007-2008 and the recent liberalization of financial markets and policy
reforms have led to a continued shift in decision-making responsibility from gov-
ernments, institutions and employers to individuals.

The importance of having a sufficient level of financial literacy for individuals and
households to make wiser decisions in different areas of their own business is there-
fore now widely recognized.

Financial literacy consists of “a combination of information, knowledge, skills, at-
titudes and behaviors necessary to make sound financial decisions and ultimately
achieve individual financial well-being” effectively manage their own wealth and
income. It encompasses a set of skills and knowledge that are a prerequisite for in-
formed financial decisions related to:

1. Financial literacy: This includes understanding basic financial concepts such as
budgeting, saving, investing, borrowing, interest rates, taxes and risk.

2. Financial skills: This includes the ability to put financial knowledge into action
such as creating a budget, tracking expenses, saving for goals, managing debt and
making informed investment decisions.

3. Financial behavior: This refers to building financial habits and attitudes, with
responsibility for managing money and planning for future investments.

Digital financial literacy according Chetty, K., Q. Liu, W. Li, J. Josie, N. Gcora and
S. Ben. (2017) (Chetty, 2017) determine the use of digital technologies to access and
use services. This implies access to digital infrastructure. Financial technologies
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(FinTech), i.e. the use of computer software, applications and digital platforms to
provide financial services to consumers and businesses through digital devices such
as smartphones, have become an indispensable tool for promoting the financial in-
clusion of significant groups of people, including households and small businesses,
to access financial products and services.

The absence of adequate digital financial literacy is a prerequisite for limiting the
effective and rational application of digital financial services in business and ev-
eryday life. Digital and financial literacy are closely related and presuppose each
other, so that digital literacy alone is not enough. Similar developments (Bansal,
2019) showed that if users of financial services have low financial literacy and lim-
ited financial digital literacy, this causes uncertainty, distrust, and the corresponding
reaction is the withdrawal of a request for use of services. The author considers the
development of digital financial literacy among employees as part of the corporate
social responsibility of corporate management.

Research methodology

A research study was conducted based on a descriptive cross-sectional study, the
research method used was the survey, and the research instrument was the ques-
tionnaire. The following scientific research methods were also used: The method
of comparison, The method of economic analysis, Statistical methods, Graphical
methods, statistical analysis and comparative analysis.

An important role is also played by quantitative research, which aims to analyze the
perception of students from economic fields regarding the potential of the digital
financial ecosystem in Bulgaria.

To achieve this goal, a questionnaire was developed containing two main groups of
questions: general questions, whose role is to provide a more complete picture of
the personal profile of the target group, and questions on the perception of economic
specialties. The questionnaire was distributed to the target group in March, April
and May 2024, representing the basis on which the interpretation of the scientific
research was carried out. The material defines its five objectives, dynamically trans-
lated through hypothesis testing, presented in detail in the next section.

The formulation of the research questions helps to clarify the issues to be analyzed
within the framework of the study and it can be accepted or rejected through calcula-
tions based on relative weights. Several Research Questions have been formulated:

RQ1 Do students use digital channels to access financial services and what main
types of services do they prefer?

RQ2 What are the challenges they face in the mass use of digital financial services?

RQ3 Do they have a real assessment of the risks that threaten financial operations
in a digital environment?

RQ4 What basic prerequisites do they identify as important for improving the effi-
ciency and access to the digital financial ecosystem?
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The following research techniques and methods were also used: studying the liter-
ature in the field, collecting and processing information, a systematic approach to
forming the database for conducting the study, compiling tables and graphs in order
to illustrate the results of the study as clearly as possible.

When conducting the study, the eco-system approach was adopted as a holistic strat-
egy for environmental management. This approach binds the contribution of all
interconnected parts of the digital ecosystem, is distinguished by a high degree of
integration (takes into account all relevant factors of the ecosystem), scientific basis
(changes are made based on the best available scientific knowledge about the eco-
system). ; active participation of stakeholders (the ecosystem approach stimulates
the active participation of all stakeholders, including scientists, politicians, resource
managers. The ecosystem approach is a holistic strategy for managing the business
environment. It emphasizes taking into account all interconnected parts of an eco-
system. This holistic approach is particularly eloquent in building digital financial
literacy, which as part of social intelligence, because investing in one of the units -
education, leads to qualitative changes in other parts of the ecosystem, such as risk
management skills, decision-making efficiency, etc.

Considering the entire ecosystem, the approach aims to strike a balance between
human activities, environmental sustainability, and economic development.

The technical, legal, and business challenges encountered in digital ecosystems are
significant. Service organization, delivery, and financialization, as well as customer
engagement and data management across the ecosystem, are some of the biggest
challenges.

Ecosystem management tools can fall into the following categories:

* Project management tools, such as Agile software development tools, task man-
agement software, and issue tracking systems.

* Research applications, including data storage and visualization, resource libraries,
and archives.

* Engagement tools, such as email marketing, donor management tools, and custom-
er relationship management (CRM) software.

 Collaboration tools, including email, file sharing, instant messaging, and video
conferencing.

* Public platforms, such as websites, mobile apps, and social media channels.
* Knowledge management platforms, such as intranets and wikis.

Since the early days of commerce, companies have created and participated in eco-
systems to exchange value. Back then, this value was often linear and analog. In
today’s digital world, new requirements are being formed for operating within these
business ecosystems. Digital ecosystems are different from their predecessors be-
cause they embrace the complexity of infinite connections in order to self-organize.
They must be dynamic and adaptive. Navigating this rapidly evolving digital space
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is becoming a key requirement for delivering value to existing and new business
models. Implementing a digital ecosystem with digital technologies such as block-
chain, artificial intelligence, loT and 5G enables a fundamental redefinition of cus-
tomers, value and the creation of new ways to exchange value.

Looking at the theory of open innovation dynamics in the economic ecosystem, we
could acknowledge that digital technologies are being adopted at a faster pace by
the population today compared to previous waves of innovation, which also have a
strong impact on administration and business, as well as on consumer behavior and
social interactions. The development of modern ecosystems is significantly influ-
enced by the development of open global markets.

First of all, let’s pay attention to the origin of this term. The concept of “‘ecosystem”,
borrowed from the natural sciences, means “a biological system that is formed as
a result of the interaction between living organisms and the natural environment in
which they live.”( (Stolyarova, 2020). In the economic context, this concept implies
a certain environment in which different businesses and services, which previously
existed separately from each other, interact with each other. With its focus on the
“flow of energy and materials through organisms and the physical environment”,
the concept is not only relevant for resource management, but also “provides a
framework for understanding the diversity of form and functioning of physical and
biological processes on Earth” (Chapin, 2011). The concept has been used outside
of ecology, by managers, politicians, and many others. The assumptions about the
geographical closure, stability, and self-regulation of ecosystems have been particu-
larly criticized, and the concept has been assessed as “both useful and insufficiently
resolved as a formal framework.”

(Currie, 2010). At the same time, part of the appeal of the ecosystem concept lies
in its systems-theoretical and physical-mechanistic perspective, which deals with
the complexity of the world by focusing on certain elements while ignoring others.
In this way, researchers can identify the basic principles that structure the complex
relationships in an ecosystem. Furthermore, the ecosystem concept emphasizes that
an ecosystem has its own character, that is, that it consists of certain species that are
adapted to a specific biotic and abiotic environment. This also implies that the or-
ganisms within it depend on a context that they partly create in dynamic interactions
with other organisms. The concepts of adaptation to a particular environment and
interdependence are also reflected in the ecosystem concept from business research,
where it has been widely popularized. The fundamental study of (Moore, 1993)
emphasizes the need to analyze business operations that are carried out in a broad-
er environment, formed and maintained together with other actors from different
industries, who are loosely connected and whose capabilities develop in a timely
manner. This assumption is the basis of numerous subsequent contributions to eco-
systems in business and innovation research.

When considering the concept of a “digital ecosystem”, first, it is important to men-
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tion that this is a set of digital services of the company, united by a technological
platform and interconnected. The digital ecosystem can be defined as a technical
and economic space in which activities related to digital technologies are carried
out in an interconnected manner and with the participation of heterogeneous actors
pursuing different goals - from the smallest startups and the largest companies to
service providers and suppliers, from large state institutions to small universities
and research centers. All of them are interconnected and depend on the way innova-
tions spread in networks. Recognizing the importance of all horizontal and vertical
linkages between economic actors, this “ecosystem perspective” also acknowledges
the role of those activities that are often considered ancillary to industry, such as re-
search and development activities and those supporting industrial innovation. Giv-
en the multi-purpose nature of digital technologies, the digital ecosystem not only
intersects but also transforms other industrial ecosystems from within, defining the
technological scope in which they operate. The digital ecosystem is thus future-ori-
ented, as it includes the technological trajectories that will shape the economy in the
future.

A digital ecosystem is “an adaptive, open socio-technical system with properties of
self-organization and resilience, inspired by natural ecosystems” (Briscoe, 2000).
Digital ecosystem models are based on knowledge of natural ecosystems, especial-
ly with regard to aspects related to competition and cooperation between different
entities (Dini, 2005).

An ecosystem can also be defined as a network of device companies and customers
that allows for the creation of value for all participants. After considering several
positions on this issue, it can be revealed that a digital ecosystem is a set of intercon-
nected business elements: products, servers, companies, etc.

There are three main approaches to understanding the concept of a “digital ecosys-

E3]

tem”™:
* a set of participants;

* a platform for selling goods and services;

* and a developing organization

It is also necessary to consider the main factors that affect the development of “dig-
ital ecosystems” in addition to digitalization. Therefore, the concept of a “business
digital ecosystem” needs to be introduced. The concept of a digital business eco-
system was created in 2002 by a group of scientists, among whom (Nachira, 2007).

Among the factors that determine this new type of digital ecosystem are: market
saturation; high level of competition; change in the nature of competition; develop-
ment of large databases; development of open data API technology. Based on these
factors, we can argue that business is reaching a new level, namely, transforming
into an invariable part of the digital economy.

Digital ecosystems are a consequence of the process of digitization and the forma-
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tion of the digital economy. This means that this type of ecosystems exist in the dig-
ital economy and, depending on the pace of its development, the pace of emergence
of digital ecosystems is also determined. The digital ecosystem is the center of digi-
tal transformation, conceived as an evolution of digital technologies, leading to fun-
damental and profound changes in market and non-market activities and processes
with the help of digital technologies. In addition, an important feature of this tech-
nology is that in the process of its implementation, the advantages of the conducted
research correspond to the needs of the business, which allows responding correctly
and optimally to emerging market trends. An effective and functioning ecosystem
can also be defined as building a connection and mechanism of interaction between
education - business - innovations and their application. (Noneva-Zlatkova, 2020)
As digital technologies change the technological landscape, exploring and under-
standing the digital ecosystem is an urgent task with policy relevance. It is urgent
because only anticipating, monitoring and managing the digital transformation can
give the EU a leading role in the technological and industrial sectors, as well as
enable a green transition. A digital ecosystem map is essential for any digital trans-
formation. The purpose of the map is to clarify what an organization needs to work
with, ensure it has the right tools to support its goals, and ensure it is as effective and
efficient as possible in achieving those goals.

Figure 1 Financial Services Innovation Ecosystem
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A research study was conducted based on a descriptive cross-sectional study, the
research method used was the survey, and the research instrument was the ques-
tionnaire. The following scientific research methods were also used: The method
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of comparison, The method of economic analysis, Statistical methods, Graphical
methods, statistical analysis and comparative analysis.

An important role is also played by the quantitative research, which aims to analyze
the perception of students from economic fields regarding the potential of the digital
financial ecosystem in Bulgaria.

To achieve this goal, a questionnaire was developed containing two main groups of
questions: general questions, whose role is to provide a more complete picture of the
personal profile of the target group and questions on the application of digital finan-
cial literacy knowledge in everyday practice. The questionnaire was distributed to
the target group in March, April and May 2024, representing the basis on which the
interpretation of the scientific research was carried out. The material defines its five
objectives, dynamically translated through hypothesis testing, presented in detail in
the next section.

Setting the research hypothesis helps to clarify issues that need to be analyzed with-
in the research and it can be accepted or rejected through calculations based on
relative weights.

The following research techniques and methods were also used: studying the litera-
ture in the field, collecting and processing information, compiling tables and graphs
in order to illustrate the research results as clearly as possible.

Tabl. Ne 1
Groups of indicators for assessing | Groups of indicators for assessing digital
digital financial literacy financial literacy
Demographics Age:
Gender:
Occupation:

Income level:

2. Digital Finance Usage Types of services used
Regularly used services
Frequency of use

Benefits of frequent use
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3. Digital Payment Methods Used

Which payment methods

Factors determining the choice of payment
method

Challenges encountered when using digital
payments

4.Awareness and Trust

Knowledge of blockchain technologies and
cryptocurrencies

Trust in managing personal financial
information

Factors determining the level of trust

5. Financial Goals and Planning

tools or applications for budgeting, saving
or investing

Are financial goals achieved

Presence of challenges related to the use of
digital tools for investing and saving

6. Security and Privacy

Identification of security threats
Use of information protection measures

Security breaches or identity theft

7. Regulatory Compliance

Knowledge of the regulatory framework of
digital finance

Assessment of the effectiveness of
protection

8. Future Trends

Expected innovations

Challenges facing digital finance in the near
future
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9. Overall Satisfaction Satisfaction with the use of digital financial
services

Opportunities to improve efficiency and
expand access to the use of digital financial

services
Survey results
| Question Ne 1 : Demographics
M F
32 9% 68 %
Generation Z 82 % Generation Mil. 15 Generation X 3%

Question Ne 2: Which of the following digital financial services do you currently
use?

online banking mobile payments
68% 34%

Question Ne 3: Which digital financial services do you use regularly?

Online bank- | Mobile Online Mobile Digital insurance
ing . Toking
payments mvestment
5% 61% 2% 19% 2%
| Question Ne 4: How often do you use digital financial services?
Daily Weekly Monthly
55% 21% 13%

Question Ne 5: What are the primary reasons for using digital financial services?

Accessibility Convenience Security | Cost Effectivness Speed
30 % 36% 11% 16% 36%
| Question Ne 6: Which digital payment methods do you prefer?
credit/debit cards Mobile wallets
100% 13%
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Question Ne 7: What factors influence your choice of digital payment method?

Easy to use Brand Security Concern Rewards
reputation
52 % 2% 47% 2% 2%

Question Ne 8. Which of the following issues or challenges have you encountered
while using digital payment methods?

transaction errors concerns security transaction cost
44% 11% 38% 13%

Question Ne 9: Are you familiar with concepts like blockchain technology and
cryptocurrencies?

Yes No
44%, 56 %

Question Ne 10 Do you trust digital financial services and platforms to securely
manage your personal and financial information?

Yes No
63% 37%

Question Ne 11: What factors contribute to your level of trust in digital financial
services?

security measures security measures brand reputation
30% 47% 23%

Question Ne 12 Do you use any digital tools or apps for budgeting, saving, or
investing?

Yes No
53% 47%

Question Ne 13 Do digital financial tools help you in achieving your financial
goals?

Yes No
58% 42%

INNOVATIONS AND NEW VISIONS: PERSPECTIVES ON
BUSINESS AND LAW IN THE 215" CENTURY 335



Question Ne 14 Have you ever faced challenges in using digital tools for financial
planning or management?

Yes No
36% 64%

Question Ne 15 Are you concerned about the security and privacy of your finan-
cial information when using digital services?

Yes No
61% 39%

Question Ne 16 Do you expect digital financial service providers to implement
security measures to protect your information?

Yes No
69% 31%

Question Ne 17 Have you ever experienced a security breach or identity theft
related to your use of digital financial services?

Yes No
38% 62%

Question Ne 18 Are you aware of the regulatory framework governing digital
finance in your country?

Yes No
58% 42%

Question Ne 19 Do you believe that current regulations adequately protect con-
sumers in the digital finance space?

Yes No
64% 36%

Question Ne 20 Do you like to see improvements or changes in digital finance
regulations? Do you like to see improvements or changes in digital finance regu-
lations?

Yes No
69% 31%

Question Ne 21. What innovations or developments in digital finance are you
most excited about?

online toking Digital insurance Digital lending  transaction cost
% % % %
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| Question Ne 22. How do you envision digital finance evolving in the future?
More security Faster cryptochannels  cheaper
50% 55% 13% 16%

Question Ne 23. What challenges do you think the digital finance industry will
face in the coming years?

Political instability ~ Faster cryptochannels cheaper
50% 55% 13% 16%

Question Ne 24, On a scale of 1 (least) to 10 (most), how satisfied are you
with your overall experience with digital financial services?

10 9 8 7 6 5 1
20% 22% 19% 22% 8% 5% 2%

Question Ne 25: What improvements or enhancements would you suggest to
make digital financial services more user-friendly and effective?

Better speed of internet better security Better financial literacy
24% 16% 60%

The conducted main study revealed some particularly important characteristics of
the sample from the total female population: adults are slightly more in the sample
(68%) than adult men (32%), but this is a result of the ratio of both sexes in students
studying in the economic field, unlike students in technical fields, where men pre-
dominate.

Generation Z adults (19 years to 24 years) are dominant in the sample with 82%,
followed by Millennials (25 years to 40 years) with 15%. Generation X (41 years to
56 years) respectively 3%. Considering the consistent composition of our sample,
there are also significant differences in the type of digital financial services used -
online banking and digital payments, the majority of them (55%) pay digitally every
day, and 30% once a week.

Typical for this generation, which expects everything to be done quickly and imme-
diately, the most appreciated feature of digital payments is the speed of transactions
(36%) and the convenience they provide to users (30%). Accordingly, all (100%)
use one, and sometimes both, types of bankcards - debit and credit, and 13% use the
Digital Wallet application. Considering cases of compromise of websites of banking
institutions or state administration units, almost half of the respondents rely on se-
curity (47%) and ease of use of devices entering the system. As a threat, they (44%)
see opportunities for errors in the system and 33% threats to its security.

Relatively half of the respondents (56%) and respectively (44%) are not familiar
with or know the use of cryptocurrencies and blockchain technologies, which can
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be interpreted that information about them reaches only those directly involved in
generating and trading with cryptocurrencies and blockchain services.

The high level of awareness is evidenced by the distribution of the source of trust
when using digital financial services - the largest share of respondents trust the
brand (47%), security measures (30%) and financial discipline (23%). The audience
is insufficiently informed about the possibilities of using digital financial tools for
budgeting and investing, as they are familiar with them (53%) and the rest do not
use such an opportunity, but in turn, those who use these tools are satisfied with the
results obtained. A significant percentage of respondents (61%) are worried about
security when managing their finances in a digital environment, but they are posi-
tive (69%) and expect that the necessary measures will be taken to increase Cyber
security. Every third person (38%) has experienced a security breach, which is why
there are high percentages of participants who put security first as a public service
that regulatory authorities must provide.

All users of digital financial instruments expect future evolution in the supply, with
emphasis placed on improving the speed of service provision (55%) and security
(50%), of the most widely used financial services - digital insurance (32%) and
digital lending (45%). As critical threats to the development of the digital financial
ecosystem, respondents identified political uncertainty (50%) and disruption of the
speed of supply (50%).

Over half (61%) of respondents are highly and relatively satisfied with the work of
the digital financial ecosystem.

It is worth noting the distribution of answers in the last question regarding their
views on improving access to digital financial services and improving the efficiency
of inclusion in the digital financial ecosystem, namely 62% of them put the need
to improve financial literacy, the speed of data transfer in the network (22%) and
increasing user security in the first place by 16%.

From everything said so far in response to the research questions, we can summa-
rize:

RQ1 Students use digital channels extensively for payments and to a limited extent
for investments.

RQ2 The main challenges, despite their loyalty to the institutions serving them, are
the risks in the system, as well as external threats such as cyber-attacks and political
uncertainty.

RQ3 Yes, students have a real assessment of the risks that threaten financial oper-
ations in a digital environment and therefore, for them, the priority is to ensure the
security of transfers and investments in the digital financial ecosystem.

RQ4 As the main prerequisites for improving the efficiency and access to the digital
financial ecosystem, they define increasing financial literacy and the speed of car-
rying out operations.
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Instead of conclusions

With the development of digital technologies, a number of traditional models and
theories are changing. Building effective digital ecosystems contributes to the de-
velopment of a new model in business relationships, and by ensuring optimal digital
connectivity, these results can be improved. (Marinov, 2020)

Considering the results of the survey, we need to identify the significant benefits of
including consumers as part of the digital financial ecosystem. Consumers of digital
financial services are aware of and expect all — licensing, access to inclusion in the
ecosystem, supervision, compliance procedures, which regulators provide to guar-
antee a high level of security.

We can also formulate the following conclusions regarding the benefits of including
young people — generation Z in the digital financial ecosystem:

* Faster adoption of financial technologies by generations Z and Millennials. Finan-
cial intermediaries can implement new technologies in ways that were previously
too complex and unmanageable, allowing them to fully benefit from cloud services,
which will improve the speed and security of working in the ecosystem

» Generation of new sources of revenue for participants. Ecosystem integration cre-
ates new revenue streams and allows users to track and analyze broad-based data
about consumers that can reach the rest of the digital financial ecosystem. They can
use this data to create new products and services with increased value.

* Reduced costs with better business processes. Digital transformation and the cre-
ation of a digital ecosystem improve the efficiency of the workflow and working re-
lationships with customers and partners in the ecosystem. Automated data processes
and increased efficiency across the business also reduce operating costs.

When creating an integrated digital financial ecosystem, it is important that the units
involved in it remain open to change. Digital transformation focuses on updating the
financial services and products, processes and strengths of an organization by using
their current technologies. This updating cannot proceed if the unit is not willing to
accept all potential changes.

Recommended best practices for creating and maintaining a stable and effective
digital financial ecosystem include the following:

» Rethinking the business model. Business processes, management styles, filters,
contracts and information management channels should be reassessed to determine
whether they are appropriate enough.

* Fostering an open culture of collaboration. A well-composed, successful digital
financial ecosystem relies on strong communication and collaboration between its
units. The collaboration between licensing and control and supervisory institutions
is indicative of its sustainability, on the one hand, and on the other — the constant
efforts of digital financial service providers to present them to the mass audience,
emphasizing the positives of this.
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* Gathering a large number of different partners. Digital financial ecosystems should
draw on experience from other industries. Therefore, the more partners an ecosys-
tem has and the more industries they come from, the stronger and more productive
the ecosystem will be. Analysis of the Average ecosystem has about 27 partners, but
the most successful ecosystems have closer to 40 (M. G. Jacobides, 2019).

* Building a strong user base. In most cases, the most successful digital ecosystems
are created and controlled by market share leaders—companies with the highest
profit margins in their specific market—because these organizations are in the best
position to attract partners with the necessary skills and funding.

* Building a greater global reach. The geographic reach of a digital ecosystem is
another characteristic of its success. Just as it is important to bring together a large
number of partners, it is also advantageous to collaborate across multiple geograph-
ic, language, and cultural barriers. Average ecosystems often have partners in five
locations, while successful digital ecosystems often cover 10 or more countries.
(BCG, 2019).

* Deploying innovative technologies as a result of scale. Outdated software, fail-
ing connections, and cumbersome data centers will hinder sharing and, therefore,
innovation. The most successful digital ecosystems have the capacity to invest in
the latest and greatest technologies on the market, as well as in people dedicated to
learning about the latest digital capabilities

The research was conducted within the framework of the project “Exploring the
new trilemma in post-pandemic Europe: artificial intelligence - digital economy -
economic development” (ArtInDIGECDevelopment), funded under contract No.
BG-175467353-2024-11-0240-C01, Competition for Funding of Fundamental
Scientific Research - 2024, funded by the Bulgarian Science Fund.
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Abstract

This paper examines the digital knowledge and skills required to enhance the work-

force's capacity to adapt to evolving technological demands. The findings are based
on the project Toward a Digital Future: Researching Digital Literacy in the Elbasan
Region, financed by NASRI. A total of 103 questionnaires were distributed across
various companies in the region to assess competencies in critical digital areas,
including data analysis, problem-solving, digital content creation, cybersecurity
awareness, and the use of collaborative tools.

The results indicate varying degrees of importance attributed to different digital
competencies expected from current and prospective employees. While 46.60% of
businesses rated the ability to optimize processes using technology as critically im-
portant, and 29.13% considered advanced data analysis skills highly important,
only 20.39% of firms viewed digital content creation at the highest level of im-
portance. Similarly, just 14.56% of respondents identified the use of collaborative
tools as critically important, whereas 35.92% assigned the highest importance to
cybersecurity awareness. These findings reflect a clear prioritization by businesses
toward efficiency, risk mitigation, and operational streamlining, while competen-
cies related to content creation and collaboration are perceived as less essential in
the current labor market context.

The analysis highlights the need for targeted professional development to address
gaps in specialized digital skills. To meet these demands, the study recommends im-
plementing tailored training programs, investing in technology infrastructure, and
fostering a culture of continuous learning to build a digitally resilient workforce.
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Introduction

Rapid digital transformation is reshaping labor markets worldwide, making digi-
tal competencies a critical prerequisite for economic competitiveness and inclusive
growth. Governments and international organizations have signaled an urgent need
to strengthen workforce digital skills to keep pace with technological change. At
the European Union (EU) level, digital upskilling is a strategic priority: the EU’s
Digital Compass 2030 sets a target of 80% of adults with at least basic digital skills
by 2030, reflecting widespread concern that current skill levels are insufficient for
future jobs. Indeed, roughly 70% of EU businesses report that inadequate digital
skills among employees and job applicants pose a significant barrier to adopting
new technologies. This skills gap is not just a technological issue but a develop-
ment imperative; as Bejakovi¢ and Mrnjavac (2020) observe, digital literacy has
become “essential for socioeconomic development and labor market employabili-
ty”. Employers across nearly every sector now require workers proficient in digital
tools — from basic office productivity software to specialized capabilities in data
analysis and cybersecurity. The urgency is further underscored by rapid industry
digitalization: for example, in finance, manufacturing, and healthcare, new technol-
ogies are being integrated at a pace that demands continuous skill adaptation (Tandi,
2022). Without a digitally competent workforce, businesses struggle to innovate and
economies risk losing competitiveness in an increasingly knowledge-driven global
market.

The Western Balkans region, including Albania, faces particular challenges and op-
portunities in this context. The Western Balkan economies aspire to converge with
EU standards, but currently lag behind the EU in digital readiness. In 2018, the EU
launched a Digital Agenda for the Western Balkans, aiming to support regional dig-
ital transformation in areas like e-government, broadband connectivity, and digital
skills enhancement. Despite such initiatives, recent assessments show a persistent
digital skills gap between the region and the EU. According to the OECD’s Western
Balkans Competitiveness Outlook 2024, the share of individuals with at least basic
digital skills in Western Balkan countries is over 20 percentage points lower than
the EU average. Montenegro leads the region at 47.2%, but Albania remains at the
bottom with only 23.8% of individuals possessing basic or above-basic digital skills
— roughly half the EU average (53.9%). This stark gap highlights an urgent need
for action. Limited digital competencies in the workforce constrain the region’s
ability to capitalize on digital economic opportunities and can exacerbate social
inequalities. For instance, regions with weaker digital infrastructure and training
opportunities often see higher unemployment, as those without digital skills are left
behind in the modern job marketfile-gvSmu3cz1duxsm3zo63tpg. Improving digital
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literacy and competencies is therefore recognized not only as a skills issue but as
a pathway to economic development, job creation, and social inclusion across the
Western Balkans.

Within Albania, the push for a digitally competent workforce has become a national
priority. The Albanian government has adopted a comprehensive Digital Agenda
2022-2026, which explicitly emphasizes human capital development through dig-
ital education and training. A core goal of this agenda is to implement widespread
digital literacy programs to “equip citizens with the skills needed for a tech-driv-
en economy,” including modernizing the educational system with digital tools and
content. Likewise, the National Strategy for Education (2021-2026) prioritizes dig-
ital and STEM skills in curricula, aligning with broader European frameworks. In-
ternational development partners are also actively supporting Albania’s digital skills
advancement. For example, the Skills Development for Employability Programme
2023-2027, backed by the United Nations Development Programme (UNDP), aims
to strengthen vocational education and training (VET) to meet labor market de-
mands by infusing digital competencies and forging closer ties between training in-
stitutions and businesses. Such initiatives reflect a growing consensus that Albania’s
young workforce must be better prepared for a digital economy. However, signifi-
cant challenges remain in turning policy into practice. As noted, Albania’s overall
digital skill level is low relative to peers, and this deficit is often more pronounced
outside the capital and major urban centers. Ensuring that digital upskilling efforts
reach all regions — including areas like Elbasan, a key region in central Albania —
is essential for balanced development. National reports and government programs
increasingly stress the need to bridge the urban-rural digital divide and promote
inclusive digital competency growth. In Elbasan and similar regions, businesses
are beginning to digitalize operations, but they often encounter a shortage of skilled
labor able to effectively use new technologies. This study’s focus on the Elbasan
region is set against this backdrop of national urgency and regional disparity. By
examining the state of digital competencies in Elbasan’s business workforce, the
research addresses a critical question: how well is Albania’s workforce, at a regional
level, keeping up with the demands of an evolving digital economy, and what gaps
remain to be filled? The answers will inform ongoing efforts by policymakers, ed-
ucators, and industry to cultivate a digitally competent workforce as a cornerstone
of Albania’s sustainable development and competitiveness in the Western Balkans
and the EU.

Literature Review

Digital competence has become a key player of modern workforce development,
and a growing body of literature has examined this phenomenon from the EU level
down to national and local contexts. At the European level, research consistently
highlights that the demand for digital skills across industries is outpacing the current
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supply of those skills among workers. Bejakovi¢ and Mrnjavac (2020) note that
digital literacy is now fundamentally linked to employability and economic growth
in Europe, as employers increasingly expect at least basic Information and Commu-
nication Technology (ICT) proficiency from all employees. Advanced economies
require not just rudimentary computer use, but also higher-order digital capabili-
ties — a trend documented by Tandi (2022), who observed that sectors like finance,
manufacturing, healthcare, and education have rapidly integrated digital technolo-
gies, thereby raising the competency bar for the workforce. In fact, Tee, Fernandez,
and Cham (2024) found that over 80% of recent EU job postings explicitly list
digital skills as requirements, including not only technical skills (e.g. data analy-
sis, cybersecurity) but also digital collaboration and communication skills essential
for teamwork in virtual environments. This escalating demand is framed by com-
prehensive frameworks such as the European Commission’s Digital Competence
Framework (DigComp), which categorizes key areas of digital ability (information
literacy, communication, content creation, safety, problem-solving) and serves as
a reference for education and training programs (Carretero et al., 2017). However,
even as Europe defines what a digitally competent citizen should be, evidence sug-
gests a substantial portion of the EU workforce falls short of these ideals. A notable
issue identified in the literature is the “digital skills mismatch” — the gap between the
digital skills employers need and those workers (especially young labor market en-
trants) actually possess. For example, a European Commission study reported that
about 40% of companies in the EU struggle to recruit employees with the required
digital skills for open positions. Employers frequently cite deficits in areas like data
analytics, coding, and digital problem-solving, which are increasingly vital in a da-
ta-driven economy (Tee et al., 2024). Such shortages not only impede firm-level
innovation and productivity, but also have macroeconomic implications, potentially
slowing Europe’s progress in digital transformation if not addressed.

Paradoxically, the skills mismatch persists despite the rise of a generation often
termed “digital natives.” Early assumptions held that youth who grew up with the
internet would naturally be proficient in digital technologies. Yet research challeng-
es this digital native myth. Kirschner and De Bruyckere (2017) argue that simply
being born in the digital era does not equate to effective digital competency; their
study revealed that many students and young professionals lack depth in informa-
tion evaluation and critical use of digital tools. Instead of innate expertise, young
people often exhibit only superficial tech familiarity — for instance, adeptness at
social media or smartphone use — which does not translate into the complex digital
skills needed in workplaces. Calderon Gomez et al. (2022) illustrate this “illusion of
competence” in a Spanish context: they found that while young adults were confi-
dent in their digital abilities, objective assessments showed significant weaknesses
in using productivity software, managing online security, and performing other pro-
fessional digital tasks. Similarly, a study of Polish youth by Cwiek and Maj-Serwat-
ka (2024) noted high self-assurance in general computer use but poor performance
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in advanced areas like content creation and specialized software. These findings
suggest a Europe-wide trend where educational and training systems have not fully
caught up with the digital skill sets required, resulting in new entrants to the labor
market who are not as “work-ready” in digital terms as presumed. The literature em-
phasizes that targeted education and training interventions are needed to bridge this
gap. For example, Bejakovi¢ and Mrnjavac (2020) recommend systematic digital
upskilling initiatives to improve youth employability, after observing that focused
training significantly boosts job prospects. Likewise, Van Dijk’s (2020) theory of the
digital divide — distinguishing between access to technology and the ability to use it
effectively — provides a theoretical lens, suggesting that many European youths face
a second-level divide: they have internet access but lack the skills to leverage it fully
for learning and work. This growing acknowledgment in EU scholarship of a digital
skills mismatch has spurred research into solutions, from integrating DigComp into
school curricula to public-private partnerships for continuous workforce training.

In the Western Balkans, the digital competency challenge is even more acute, and
scholarly attention has been growing in recent years to understand its contours. The
Western Balkans lags behind the EU on various digital development indicators, a
reality reflected in comparative studies. Levkov and Kitanovikj (2024) provide a
comprehensive analysis comparing digital skill levels in the Western Balkans and
the EU, concluding that the region exhibits significantly lower digital proficien-
cy rates, which correlates with lower labor productivity and higher unemployment
in these countries. Their research underscores a troubling cycle: inadequate digital
skills in the workforce can stifle innovation and economic growth, which in turn
limits resources for education and training — a self-reinforcing gap that Western
Balkan economies are striving to break. Lopici¢ (2021) similarly notes that, despite
some progress in certain states, “pronounced deficits persist, particularly in Albania
and Bosnia-Herzegovina,” when it comes to advanced digital competencies among
workers. This intra-regional variance is important; for instance, Serbia and Monte-
negro have invested in ICT education and show gradually improving digital skill
outcomes, whereas other countries like Albania are still catching up (Lopici¢, 2021).
Contributing to the discourse, Pejovi¢ and Markovi¢ (2019) conducted a compara-
tive study on university students in Serbia and Bosnia-Herzegovina, which revealed
moderate actual digital competencies despite high self-assessed confidence. Stu-
dents in both countries struggled particularly with data analysis and digital content
creation skills. This gap between perception and reality in digital skills mirrors the
EU findings and highlights that the education systems in the Western Balkans may
not be adequately preparing youth for the digital demands of the labor market. It
also suggests a cultural dimension — digital self-efficacy in the region may not accu-
rately reflect real capability, potentially leading young job-seekers to overestimate
their competitiveness. The implications for employers in the Western Balkans are
significant. Surveys of businesses (e.g., in North Macedonia and Serbia) often echo
the EU-wide concerns: firms report difficulty finding employees proficient in spe-
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cialized software, cybersecurity, or even effective online communication. Accord-
ing to a Regional Cooperation Council report, the proportion of enterprises provid-
ing ICT training to employees in the Western Balkans is low (around 14% in 2020),
indicating that many companies cannot internally compensate for the skill gaps of
the labor market. This points to a need for systemic solutions rather than expecting
individual firms to train workers from scratch. On a positive note, the literature also
identifies digital upskilling as a powerful lever for economic advancement in the
region. Rexhepi Mahmutaj and Jusufi (2023), for example, examined nearly 1,000
small and medium-sized enterprises (SMEs) across the Western Balkans and found
that higher levels of digital skills within firms were strongly associated with greater
innovation outcomesstore.ectap.ro. In their study, SMEs that invested in employee
digital training and capabilities were more likely to introduce new products, ser-
vices, or process improvements, highlighting that boosting workforce digital com-
petence can directly contribute to firm-level innovation and competitiveness. Such
findings reinforce policy arguments that improving digital skills is not just about
individual employability but is also critical for the region’s broader development
trajectory. Consequently, Western Balkan governments, often with EU and inter-
national support, have started to integrate digital competence goals into national
strategies for education, employment, and innovation. Researchers have noted an
uptick in initiatives ranging from coding bootcamps and digital literacy courses
for youth, to regional collaborations like the Western Balkans Digital Summit that
facilitate knowledge exchange on digital policy. Still, academic commentators cau-
tion that without sustained commitment and addressing foundational issues (such as
outdated school curricula, lack of equipment, and brain drain of IT professionals),
the Western Balkans’ digital skills gap with the EU may persist.

Turning to Albania and the local context of Elbasan, the existing literature is rel-
atively sparse but provides indications that Albania faces challenges similar to
its neighbors, if not more pronounced. National studies and assessments reveal a
country in the process of digital catch-up. Official statistics (as highlighted earlier)
place Albania at the low end of digital skill indicators in Europe. Academic research
specific to Albania’s workforce digital competencies remains limited, which is one
motivation for the present study. Nevertheless, a few studies shed light on related
aspects. Gugu and Kristo (2023) examined digital skills in the Albanian higher ed-
ucation sector during the COVID-19 pandemic — an indirect gauge of the future
labor force’s preparedness. Their findings were telling: when universities in Tirana
and Elbasan shifted to online learning, many lecturers initially lacked the necessary
digital skills and had to learn on the fly, and despite increased use of digital tools,
students’ overall digital capabilities did not substantially improve through this ad-
hoc transition. This suggests that simply using technology (e.g. for remote classes)
is not enough; without structured skill-building, both instructors and students may
only gain superficial familiarity rather than deep competence. The study underscores
concerns that Albania’s educational institutions may not be adequately instilling
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digital skills, which, by extension, means new graduates entering the workforce
could be ill-prepared for digital work environments. In the realm of business and
employment, literature specifically focusing on Albanian companies is emerging. A
recent analysis by Rexhepi Mahmutaj and Jusufi (2023) includes data from Albanian
firms as part of the Western Balkans sample and implies that Albanian enterprises
with digitally skilled employees tend to be more innovativestore.ectap.ro. Addition-
ally, policy-oriented reports often highlight Albania’s need to boost digital skills as
part of its economic reforms and EU integration efforts. For example, the European
Training Foundation and World Bank have periodically noted that Albania’s labor
force needs re-skilling and up-skilling, particularly in ICT, to meet the demands of
a diversifying economy (ETF, 2021; World Bank, 2020). These sources, while not
academic per se, align with academic observations: the country’s workforce skills
profile must modernize rapidly.

Overall, the literature converges on a clear narrative: there is a pressing gap between
current digital competencies and those required for the contemporary workplace.
This is evidenced at the EU level by broad surveys of employers and skill audits,
and echoed in the Western Balkans by comparative studies and country-specific
research. The consequences of this gap — unemployment, reduced competitiveness,
and hindered innovation — are well documented, and they apply pointedly to Alba-
nia. Yet, the literature also offers an optimistic thread by documenting successful
cases and recommending solutions. Key strategies include integrating digital skill
development into all levels of education, expanding vocational and on-the-job train-
ing programs, and fostering partnerships between educational institutions and busi-
nesses to ensure curriculum relevance. For Albania’s Elbasan region, which has been
under-studied in existing research, these insights set a foundation. They suggest that
any assessment of digital competencies in local businesses should consider not only
the present skill levels of employees and job seekers, but also the systemic factors
affecting those skills — from education quality to access to training opportunities. By
situating the Elbasan inquiry within the broader scholarly context outlined above,
we recognize that the challenges observed are part of wider patterns, even as local
nuances (such as regional economic structure and infrastructure) will influence the
findings. This literature review thus establishes both the relevance of examining the
Elbasan region and the expectation that such a study can contribute to filling a gap
in Albanian-specific research. Ultimately, enhancing digital competencies is seen as
a cornerstone for Albania’s development. As the country strives toward a digitally
competent workforce, studies like this one provide crucial evidence to guide policy
and practice, ensuring that regions like Elbasan are not left behind in the national
and international drive toward digital transformation.

Methodology
This study adopts a quantitative approach to assess the digital competencies re-
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quired by businesses in the Elbasan region of Albania. The primary objective is to
understand which digital skills employers consider most critical for their current
and prospective workforce, using a structured assessment aligned with the Europe-
an Commission’s DigComp framework. By capturing business perspectives across
sectors and municipalities, the study aims to identify gaps, patterns, and regional
nuances in digital skill demand.

Data collection was carried out through structured questionnaires administered to
a total of 103 businesses located across seven municipalities in the Elbasan region.
The sample was selected using a random sampling technique to ensure representa-
tiveness and avoid respondent bias. The geographic distribution of businesses in-
cluded 9 from Belsh, 15 from Cérrik, 9 from Elbasan city, 20 from Gramsh, 22 from
Librazhd, 12 from Peqin, and 16 from Prrenjas. These businesses represented four
key typologies based on their sectoral activity: manufacturing, services, wholesale
suppliers, and retail suppliers. This categorization allows for meaningful compari-
son of digital skills demand by sector.

The research instrument used was a structured questionnaire developed according
to the DigComp framework, which outlines ten core areas of digital competence.
In this study, businesses were asked to evaluate the importance of the following
ten digital skills, each corresponding to a key area of competence relevant to the
modern workplace: data analysis skills, problem-solving using digital tools, evalu-
ating the accuracy and credibility of information, creating digital content, managing
digital meetings and communications, awareness of cybersecurity risks, keeping up
with technological innovations, optimizing business processes through technology,
using collaborative digital tools, and applying safe digital practices. Each of these
competencies was rated by businesses using a Likert scale from 1 (Not important)
to 5 (Critical and essential), indicating the perceived relevance of each digital skill
for their current and future employees.

The structured data were collected and processed in tabular form (Table 1), cate-
gorizing responses by business typology and geographic location. This structure
enables comparative analysis both between municipalities and across different eco-
nomic sectors. For example, digital marketing and e-commerce competencies may
be rated more highly by service-based or retail businesses in urban centers, while
manufacturing businesses may emphasize data management and cybersecurity.

The collected data were entered and elaborated using Microsoft Excel. The primary
analysis technique used was descriptive statistics, allowing for the identification of
patterns in how businesses prioritize digital competencies. This statistical approach
was deemed suitable to provide an overall profile of the perceived importance of
digital skills without inferring causality or requiring complex modeling.

All responses were gathered anonymously, ensuring participant privacy and compli-
ance with ethical research standards. Business representatives were informed about
the purpose of the study and the voluntary nature of participation. Prior to comple-
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tion of the questionnaire, informed consent was obtained, and no personally identi-
fiable information was collected at any stage of the process.

Table 1. The distribution of business types by municipality

Mu-

nici-

pality
Business Belsh | Cérr- | El- Gramsh | Li- Peqin | Prren- | Total
Sector ik basan brazhd jas
Manufactur- | 4 1 1 2 5 1 4 18
ing
Services 1 7 4 8 6 4 5 35
Retail trade |1 4 4 6 8 5 3 31
Wholesale |3 3 4 3 2 4 19
trade
Total 9 15 9 20 22 12 16 103

Source: Authors own elaboration

Results and Discussion

As presented in Graph 1 — Average assessment of competencies by businesses, “Prac-
tices of safety” received the highest average score overall, with municipalities such
as Peqin (4.35), Librazhd (4.36), and Elbasan (4.56) assigning particular importance
to this competence. This indicates that digital safety and cybersecurity awareness
are broadly recognized by employers as essential, especially in the context of in-
creasing exposure to cyber threats. Similarly, “Optimization of processes through
technology” scored consistently high, particularly in Cerrik (4.67), Librazhd (4.45),
and Peqin (4.50), reflecting a strong appreciation among businesses for digital tools
that enhance operational efficiency. Another skill highly ranked across most cities
is “Keeping up with technological innovation,” with average scores surpassing 4.0
in locations such as Cerrik (4.53), Elbasan (4.22), and Peqin (4.08), highlighting
the awareness among businesses of the need to remain current in a rapidly evolving
digital scenery.
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Graph 1. Average assessment of competencies by businesses

3.z
1.5
1
0.5
0 - .. , : - -

mElkasan wmFrrenjas mCerrik mLlibkrazhd mBelsh wmGramsh wmPegin

[} Ly LF =

(%]

Source: Authors own elaboration

In contrast, certain competencies were ranked significantly lower. “Managing dig-
ital meetings” was the least prioritized across the region, receiving average scores
below 3.0 in both Prrenjas (2.38) and Gramsh (2.90), which may suggest either
limited digital communication practices or a preference for traditional face-to-face
operations. Similarly, “Creating digital content” and “Problem-solving using digital
tools” were less valued in municipalities like Gramsh and Librazhd, perhaps due to
low integration of content marketing or analytical workflows in smaller or tradition-
al businesses. Notably, Librazhd exhibited some of the lowest overall scores across
various competencies, pointing to potential structural or infrastructural gaps in local
digital uptake.

To better understand the intensity of expectations, Graph 2 — Distribution of digital
competency levels provides a detailed breakdown of how businesses evaluated the
required proficiency levels (from 1 to 5) for each skill. The most prominent finding
is the very high percentage of businesses that rated “Optimization of processes with
technology” at Level 5 (critical and essential}—46.6%, the highest among all com-
petencies. “Practices of safety” (35.9%) and “Cybersecurity awareness” (31.1%)
also received high Level 5 ratings, reaffirming that efficiency and security remain
top digital priorities for employers across sectors and locations.
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Graph 2 — Distribution of digital competency levels
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On the opposite end, competencies such as “Managing digital meetings” had the
highest share of Level 1 (13.6%) responses, followed by relatively low interest in
“Digital content creation” and “Collaborative tool usage” at Levels 4-5. These find-
ings suggest that while some competencies are universally understood as critical,
others are seen as less applicable or lower priority, depending on business size,
digital maturity, or sector.

The mid-range Level 3 values are also revealing: “Problem-solving” (33.9%) and
“Collaborative tools” (33.0%) had the most frequent Level 3 responses, suggesting
that these skills are considered moderately important or that their integration is cur-
rently underway. These ratings may reflect variability in internal capabilities and
usage frequency depending on specific business functions.

When analyzed geographically, the data show interesting contrasts. Peqin and Cer-
rik consistently rate skills like process optimization, safety, and innovation highly,
perhaps due to more active digital modernization efforts. In contrast, Gramsh and
Prrenjas show more modest overall values and a higher percentage of Level 1 and 2
responses in multiple competencies. For example, Gramsh scored only 2.9 in “Prob-
lem-solving,” and Prrenjas reported the lowest value for “Managing digital meet-
ings” at 2.38. This uneven distribution highlights a digital divide within the same
region—while some municipalities are progressively investing in digital capabili-
ties, others are slower to adapt, possibly due to infrastructural limitations, sectoral
differences, or lack of targeted support.

Overall, the combined evidence from both Graph 1 and Graph 2 indicates that dig-
ital safety, technological innovation, and process optimization are the most valued
skills among Elbasan region businesses. Meanwhile, content creation, digital collab-
oration, and online meeting management remain more peripheral, suggesting areas
where training or awareness-building could help increase adoption and integration.
The data also demonstrate clear geographical variation, emphasizing the need for
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localized interventions and more tailored digital capacity-building strategies across
municipalities. These insights serve as a strong foundation for drawing actionable
recommendations in the conclusion section.

Conclusions

The results reveal a growing awareness among businesses of the need for digitally
competent employees, particularly in areas tied to operational efficiency and securi-
ty. Skills such as optimizing processes with technology, awareness of cybersecurity
risks, and digital safety practices were rated as highly important across municipal-
ities. Nearly half of the surveyed firms (46.6%) considered process optimization as
critically important, while 35.9% and 31.1% highlighted safety and cybersecurity as
key expectations from their employees. These findings reflect alignment with global
trends and indicate that many businesses in Elbasan are beginning to integrate digi-
tal transformation into their human capital strategies.

However, the study also identifies significant skill-specific and territorial gaps. Dig-
ital competencies linked to communication and creativity—such as creating digital
content, managing virtual meetings, and using collaborative tools—were consistent-
ly rated lower. In a modern economy where remote collaboration, digital branding,
and innovation are central to competitiveness, the under-prioritization of these skills
signals a potential risk of digital stagnation, particularly for small and medium-sized
enterprises (SMEs).

The findings also highlight geographical disparities. Municipalities such as Peqin
and Cerrik tend to place greater emphasis on advanced digital skills, while areas
like Gramsh and Prrenjas assign lower importance to most competencies. These
differences suggest uneven exposure to digital tools, infrastructure limitations, or
varying levels of strategic vision among business communities. This territorial di-
vide emphasizes the need for regionally tailored interventions.

In response to the research question, it can be concluded that while parts of Al-
bania’s regional workforce ecosystem—represented here through employer expec-
tations—show increasing digital awareness, critical gaps persist. These gaps are
not only technical but also structural and contextual, and they could risk hindering
inclusive and balanced digital progress.

To address these issues and strengthen the alignment between workforce skills and
employer expectations, the following recommendations are proposed:

Design localized training and upskilling programs in collaboration with businesses,
focusing on both highly demanded skills (e.g., cybersecurity, process automation)
and underappreciated yet essential competencies (e.g., digital collaboration and
content creation).

Foster public-private partnerships to connect training providers with businesses for
co-designed curricula and experiential learning opportunities tailored to regional
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labor market needs.

Prioritize underperforming municipalities for targeted support, including digital in-
frastructure, awareness campaigns, and financial incentives to adopt digital solu-
tions and training.

Implement regular monitoring and evaluation of workforce digital needs through
regionally disaggregated assessments, using the DigComp framework as a reference
tool.

Integrate digital workforce strategies into regional and national policy planning,
ensuring alignment with EU digital agendas and national economic development
goals.

Ultimately, cultivating a digitally competent workforce requires translating business
expectations into concrete educational, institutional, and policy actions. Doing so
will not only support Elbasan’s economic vitality but also contribute to Albania’s
competitiveness and integration within the broader European digital economy.Bot-
tom of Form
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Abstract

The European market is undergoing rapid transformation driven by technological
advancements, shifting consumer preferences, and evolving regulatory frameworks.
These changes present both challenges and opportunities for businesses and entre-
preneurs striving to remain competitive. This paper examines key trends shaping the
European market, focusing on renewable energy, digital transformation, and artifi-
cial intelligence (A1), biotechnology, and the circular economy. Using a qualitative
research approach, the study conducts a systematic literature review of policy doc-
uments, industry reports, and academic sources. Secondary data from the Europe-
an Commission, Eurostat, and the European Investment Bank provide insights into
market developments, investment patterns, and regulatory impacts. A comparative
analysis evaluates sectorial growth, technology adoption, and policy effectiveness
across EU member states. Findings reveal that sustainability and digitalisation are
key drivers of market evolution. The European Green Deal has accelerated the tran-
sition to renewable energy, increasing the share of renewables in transport from
1.4% in 2005 to 10.2% in 2022. Al investments have surged, with the global Al mar-
ket valued at €130 billion in 2023 and projected to reach €1.9 trillion by 2030. The
biotechnology and pharmaceutical industries are also expanding, with the biosim-
ilars market reaching $11.5 billion in 2023. This research enhances understanding
of Europe’s market trajectory and offers strategic insights for businesses and poli-
cymakers. Additionally, this paper is part of the Jean Monnet Module on European
Entrepreneurship Ecosystem for the European Integration of Albania, reinforcing
its relevance to entrepreneurship and European integration studies.

Keywords: European Market Trends, Entrepreneurship, Digital Transformation,
Sustainability, Circular Economy.
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Introduction

The European market is undergoing a transformation influenced by global econom-
ic shifts, innovation, and sustainability commitments. The transition towards a digi-
tal economy, green energy, and sustainable business models is not just an option but
a necessity for companies operating in Europe. EU policies such as the European
Green Deal and Digital Strategy play a crucial role in guiding this transition, en-
couraging businesses to adopt new technologies and align with sustainability objec-
tives (European Commission, 2021).

Several macroeconomic factors contribute to the changing business landscape in
Europe. First, the renewable energy sector is experiencing unprecedented growth,
with EU member states investing heavily in clean energy sources to meet emissions
reduction targets (Herranz-Surralles, 2024). Second, biotechnology and pharma-
ceutical innovations are transforming healthcare, with biosimilars and personalised
medicine gaining traction in European markets (CarE, 2023). Third, the digital
economy and Al adoption are accelerating, with substantial private and public sec-
tor investments (Thormundsson, 2024). Finally, the circular economy is becoming
a cornerstone of EU economic policies, aiming to improve resource efficiency and
reduce environmental impact (Lucas et al., 2021).

This paper examines the major trends shaping the future of the European market,
highlighting key sectors experiencing rapid change and growth.

Methodology

This study employs a qualitative research approach, analysing secondary data from
academic sources, policy reports, and industry publications. The research is based
on a systematic literature review of existing studies on European market trends,
EU policy documents, and statistical reports from institutions such as Eurostat, the
European Commission, and the European Investment Bank. Key sources include:

EU regulatory frameworks, including the European Green Deal and the Digital
Strategy

Reports from Intereconomics, Eurostat, and OECD on economic and environmental
trends

Industry insights from biotechnology, Al, and digital transformation studies

The data is synthesised to identify emerging patterns, investment trends, and policy
implications shaping the future of the European market. A comparative approach
is used to analyse sectorial growth, policy effectiveness, and technology adoption
across EU member states. Figures and tables illustrate key trends, providing a da-
ta-driven perspective on future developments.
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Results and Discussion on the Green and Renewable Energy Markets
Growth of Renewable Energy Demand

As Europe moves towards meeting its climate targets, the demand for renewable en-
ergy sources is increasing. The European Green Deal, which aims for climate neu-
trality by 2050, has accelerated investments in green technologies including wind
power, solar energy, and green hydrogen (European Commission, 2021). With the
shift towards electrification in transport and industry, the demand for electricity is
also on the rise.

For instance, the green hydrogen market is expected to experience substantial growth
as countries expand their renewable energy capacity to support hydrogen produc-
tion through electrolysis. This technology will play a crucial role in Europe’s clean
energy transition and is expected to provide solutions for decarbonising high-energy
industries such as manufacturing and transport (Intereconomics, 2021). As illustrat-
ed in Figure 1, the role of hydrogen in achieving greenhouse gas reduction targets
varies among EU countries. Some nations rely heavily on hydrogen for a significant
portion of their final energy consumption, while others aim for substantial emissions
reductions without large-scale hydrogen adoption before 2030.

Figure 1. Relationship between Greenhouse Gas Reduction Targets and Hydrogen
Potential in EU Member States (2005-2030).
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Countries such as Luxembourg (LU), Denmark (DK), and Sweden (SE) have am-
bitious emission reduction targets but rely less on hydrogen. Meanwhile, Portugal
(PT) and Greece (EL) exhibit high hydrogen demand as a share of their final energy
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consumption, signalling a significant role for hydrogen in their clean energy strate-
gies (European Commission, 2022).

Renewable Energy in Transport

What are the trends in the share of renewable energy in the transport sector since
2005 at the European level? To answer this question, Figure 2 shows a progressive
increase in the percentage of renewable energy used in transport across Europe from
2005 to 2022, peaking in 2020 (Eurostat, 2023). The graph reflects efforts and prog-
ress in increasing renewable energy use in transport but also indicates that the set
target has yet to be achieved.

Figure 2. Trends in Renewable Energy Share in the Transport Sector in Europe
(2005-2022)
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Similarly, Figure 3 presents a comparative analysis of renewable energy trends in
the transport sector across European countries for the years 2005, 2021, and 2022,
as well as the target for 2030 (European Investment Bank, 2023). Countries such
as Finland and Slovenia have led in renewable energy adoption in transport since
2005 and continue to be among the leaders in 2021 and 2022. Other nations, includ-
ing Iceland, Italy, France, Spain, and Bulgaria, have demonstrated steady or slow
growth in this regard. The 2030 target of approximately 15% remains a challenge
for many European countries, although some are close to achieving it.
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Figure 3. Comparison of Renewable Energy Trends in Transport by Country (2005,
2021, 2022, and 2030 Target)
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Beyond renewable energy, Europe is shifting towards more decentralised energy
generation models, including local energy systems and microgrids. These systems
enhance resilience against grid disruptions and meet the increasing demand for sus-
tainable energy solutions at the community level (European Commission, 2022).
Businesses investing in these technologies are expected to benefit from EU support
policies and strong consumer demand for sustainable solutions.

Biotechnology and Pharmaceuticals

The biotechnology sector is experiencing transformative trends, particularly in re-
sponse to the increasing need for advanced healthcare solutions. One of the key
developments in this field is the rise of biosimilars in the European market. Biosim-
ilars are offering more affordable and accessible medicines, fostering competition,
and driving down healthcare costs. As patents for major biologic drugs expire, bio-
similars are capturing a growing share of the pharmaceutical market. Between 2006
and 2014, the introduction of biosimilars led to a 44% increase in patient access
to life-saving and life-improving treatments across five major European countries:
France, Germany, Italy, Spain, and the UK (CarE, 2023). By 2023, the European
biosimilars market had reached $11.5 billion, with further growth expected in the
coming years.

Furthermore, personalised medicine is becoming a dominant trend in biotechnolo-
gy and pharmaceuticals, driven by advancements in genomics, data analytics, and
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precision medicine. Personalised medicine tailors treatments to individual patients
based on genetic information, enhancing efficacy and reducing adverse effects. This
shift is opening opportunities for health-tech startups and SMEs, which are increas-
ingly specialising in diagnostic technologies and precision treatments (Castro Ol-
iveira et al., 2022).

Regulatory frameworks in Europe are evolving to support these advancements,
lowering entry barriers for innovative healthcare solutions. Policies encouraging
innovation in medical biotechnology are enabling greater market penetration of bio-
similars and personalised therapies, improving access to advanced treatments across
the continent. As a result, the biotechnology and pharmaceutical industry is poised
to remain a critical driver of growth in the European market, aligning with broader
sustainability and digital transformation objectives.

Digital Transformation and Al Integration

Digital transformation is significantly impacting various sectors, with artificial in-
telligence (Al) playing a crucial role in reshaping industries. The EU’s focus on
building a digital economy has led to substantial investments in Al, data analytics,
and cybersecurity. Al integration is particularly notable in sectors such as finance,
where automated decision-making and predictive analytics are becoming standard.
Companies leveraging Al for operational efficiency and customer engagement are
likely to gain competitive advantages as digital ecosystems expand.

As the digital environment evolves, data protection and privacy are becoming in-
creasingly important. The EU’s General Data Protection Regulation (GDPR) serves
as a global benchmark for data protection, influencing markets beyond Europe.
Businesses prioritising data security and compliance will gain consumer trust and
avoid regulatory pitfalls. Moreover, there is a growing emphasis on Al ethics and
responsible Al usage, requiring companies to balance innovation with ethical con-
siderations in Al implementation (Ferranz-Surralles, 2024).

Investments in Al: Global and EU Economic Indicators

Economic indicators highlight the United States (US) as the leader in private Al
investments and venture capital funding for generative Al, followed by China. US
companies are developing most large language models (LLMs) that support Al in-
novation. The global Al market was valued at over €130 billion in 2023 and is
expected to grow significantly, reaching approximately €1.9 trillion by 2030 (Thor-
mundsson, 2024).
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Figure 4. Private Investment in Al for 2023
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Figure 4 presents private Al investments for 2023 by country, measured in billions
of euros. The United States dominates this sector with a massive €62.5 billion in-
vestment, far exceeding all other countries. China follows with €7.3 billion, which,
while substantial, remains significantly lower than US investments. Isracl and Ger-
many rank third and fourth, with investments of €3.5 billion and €1.8 billion, re-
spectively. Japan, France, and South Korea have investments ranging between €1.4
billion and €1.8 billion, while the United Kingdom, Canada, and Australia have
lower investment levels, ranging from €1 billion to €1.5 billion. Other countries, in-
cluding Spain and Singapore, report much smaller investments, below €0.7 billion.

The European Union and the United Kingdom together attracted €9 billion in pri-
vate Al investments in 2023. Between 2018 and Q3 2023, Al companies in the
EU received approximately €32.5 billion in investments, compared to over €120
billion in US Al companies. Recent investments in US Al firms (e.g., OpenAl and
Anthropic) have further widened the gap between the relative share of Al private
investments in the EU and the US.

Public investments in Al are also increasing. The European Digital Programme will
allocate €2.1 billion to Al funding between 2021 and 2027, reflecting the EU’s com-
mitment to enhancing participation in Al development and innovation.

Figure 5 confirms once again that the US and China remain the leading investors
in Al, with a sharp increase peaking around 2020-2021. After 2021, some countries
have seen a slight decline in Al investments, while the EU-27 and other nations
continue to progress at a slower pace.

This increase in investments underscores the potential of generative Al to transform
various sectors, offering innovative content creation and more efficient technologi-
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cal solutions for businesses and consumers.

Figure 5. Investment in Al according to states, starting from 2012 (data are in mil-
ion USD)
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Key players in the generative Al sector, including OpenAl, Anthropic, Hugging
Face, and Inflection, have reported significant fundraising rounds. This surge high-
lights the increasing interest and potential of generative Al across different indus-
tries, attracting major investors despite broader challenges in the technology market.

Generative Al technologies facilitate the creation of new content (e.g., text, videos)
and accelerate product development. These Al tools are profoundly impacting all in-
dustrial sectors, contributing to advancements in healthcare (e.g., pharmaceuticals),
high-tech industries (e.g., media content), and banking (e.g., data analytics).
Start-ups and Generative Al Models

Generative Al is being powered by general-purpose Al models (GPAI) and large
language models (LLMs), machine learning algorithms trained on extensive data-
sets to create new content, services, and products. Companies worldwide are invest-
ing in generative Al, covering three key segments: infrastructure, applications, and
models.

Figure 6. Start-ups and Al

Country Company Industry

EC Mistral Al IT Infrastructure and Hosting

EC Contents Media, Social Platforms, Marketing
EC Aleph Alpha IT Infrastructure and Hosting
China MiniMax IT Infrastructure and Hosting
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China Emotibot Technology IT Infrastructure and Hosting

China Brilliant Labs Limited Consumer Products

USA OpenAl Media, Social Platforms, Marketing

USA Primer Technologies Government, Security and Defense

USA Anthropic IT Infrastructure and Hosting

GB Google DeepMind Education and Training

GB Stability Al Business Processes & Support Ser-
vices

GB AutogenAl Media, Social Platforms, Marketing

Source: OECD/Preqin, 2024; Authors elaboration

Figure 6 illustrates that generative Al start-ups are geographically diverse, with a
strong focus on technology and IT infrastructure. This reflects the increasing de-
mand for advanced technological solutions, while companies in media, marketing,
and other sectors are also capitalising on Al’s potential to enhance services and
products. The most prominent Al start-ups are located in Belgium, China, and the
United States, focusing on IT infrastructure, media, and security. European invest-
ments in Al startups are further supported through EU programs like Horizon Eu-
rope, Digital Europe, EIC Accelerator, and InvestEU, facilitating access to high-per-
formance computing to train large AI models (LLMs).

Additionally, Figure 6 highlights a mix of open-source and proprietary LLMs de-
veloped by key industry players, showing a global presence in Al innovation from
the US, Europe, and Asia.

Open-source models, such as Meta’s LLaMA 2-70B and Mistral 7B, offer greater
accessibility and adaptability, while proprietary models, including OpenAl’s GPT-4
and Anthropic’s Claude 2, are commercially restricted. The EU Al Act mandates
stricter regulations on GPAI models, ensuring transparency, ethical Al deployment,
and data compliance.

Conclusions

This study highlights the key trends shaping the European market, particularly the
rapid advancement of digital transformation, Al integration, renewable energy ex-
pansion, and the growing focus on sustainability and the circular economy. The
increasing investments in Al and biotechnology underscore the critical role of in-
novation in economic development. Additionally, regulatory frameworks such as
the GDPR and Al ethics guidelines will continue to shape business operations and
technology adoption in the EU.

As Europe moves towards a more sustainable and technologically advanced future,
further research is needed to explore the long-term economic and social impacts
of these trends. Future studies should focus on empirical assessments of policy ef-
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fectiveness, sector-specific case studies, and comparative analyses of Al adoption
across different industries and regions. Moreover, assessing the role of SMEs and
start-ups in driving innovation within these emerging sectors will provide valuable
insights for policymakers and business leaders.

This research serves as a foundational analysis of European market trends and con-
tributes to on-going academic and policy discussions. As part of the Jean Monnet
Module on European Entrepreneurship Ecosystem for the European Integration of
Albania, this study aims to inform entrepreneurship education and foster deeper
engagement with European economic integration policies.
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Abstract

Tourism has emerged as a significant contributor to Albania’s economic growth,
offering opportunities for job creation, infrastructure development, and increased
foreign exchange earnings. This paper examines the impact of tourism on sustain-
able growth in Albania by analyzing key tourism indicators, such as the number
of visitors and tourism revenue, in relation to sustainable growth indicators such
as GDP growth, employment, and infrastructure investment. Recent data indicates
a substantial increase in tourism-related revenue and foreign visitors, highlighting
the sector’s potential to drive economic development. However, challenges such
as environmental degradation and infrastructure strain represent risks to long-term
sustainability. This paper aims to examine the impact of tourism on Albania’s sus-
tainable growth, highlighting both the positive and negative effects and proposing
strategies for sustainable tourism development. By integrating relevant literature
and statistical analysis, this paper aims to offer practical recommendations for pol-
icymakers to ensure that tourism growth in Albania is both economically beneficial
and environmentally responsible.

Keywords: Tourism, Sustainable Growth, Economic Growth, Environmental Im-
pact, Cultural Preservation, Entrepreneurship
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Introduction

Tourism has become one of the most promising and fast-growing sectors in Alba-
nia’s economy, playing a vital role in promoting economic development, attracting
foreign investment, and generating employment. Known for its stunning coastline,
rich cultural heritage, and diverse natural landscapes, Albania has experienced a
significant increase in tourist arrivals over the past decade. From being a relatively
undiscovered destination in the Balkans, the country is now gaining recognition as
a competitive player in the regional tourism market.

In recent years, the tourism sector has contributed notably to Albania’s Gross Do-
mestic Product (GDP) (INSTAT, 2024), while also stimulating growth in related in-
dustries such as construction, transportation, agriculture, and services. According to
the Albanian Institute of Statistics (INSTAT), tourism revenues have shown steady
growth, supported by improvements in infrastructure, digital promotion strategies,
and greater accessibility. Moreover, the sector has proven resilient in the face of
global challenges, demonstrating its potential as a pillar of sustainable economic
development.

Despite these positive trends, the actual magnitude of tourism’s impact on econom-
ic development in Albania has not been extensively quantified. There is a growing
need for empirical research that examines the relationship between tourism and key
macroeconomic indicators such as GDP growth, employment, and foreign direct
investment. Understanding this connection is essential for policymakers to design
informed strategies that maximize tourism’s economic benefits while ensuring long-
term sustainability.

This study aims to analyse the impact of tourism on economic development in Al-
bania by employing a regression model that includes variables such as tourism re-
ceipts, employment in the tourism sector, foreign direct investment, and exchange
rate trends. The objective is to provide a clearer picture of how tourism contributes
to Albania’s economic performance and to offer evidence-based policy recommen-
dations that can guide the future development of the sector.

Literature Review

The relationship between tourism and economic development has been the sub-
ject of considerable scholarly interest, particularly in the context of developing and
transition economies. The tourism-led growth hypothesis (TLGH) posits that tour-
ism development serves as a key driver of economic growth by increasing foreign
exchange earnings, fostering employment, attracting investment, and stimulating
demand across a wide array of sectors (Balaguer & Cantavella-Jorda, 2002). Empir-
ical studies applying this framework have yielded mixed results, often dependent on
country-specific factors such as institutional quality, infrastructure, and the maturity
of the tourism sector.

A substantial body of research supports the positive impact of tourism on economic
performance. For instance, Dritsakis (2004) found a long-run causal relationship
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between tourism receipts and economic growth in Greece, suggesting that tourism
can serve as an engine of growth in Mediterranean economies. Similarly, Sequeira
and Nunes (2008), using a panel data approach across a wide range of countries,
concluded that tourism exerts a significant and robust positive effect on GDP, par-
ticularly in small and low-income countries. In a more recent study, Lee and Chang
(2008) confirmed the positive impact of tourism on economic growth in both non-
OECD and OECD countries, with the effect being stronger in the former due to the
relative importance of the tourism sector.

In the regional context of the Western Balkans, tourism has been increasingly rec-
ognized as a strategic sector for economic diversification and integration into Eu-
ropean markets. Rogerson and Visser (2011) highlighted the potential of tourism
to promote regional development and reduce spatial inequalities in post-socialist
economies. Meanwhile, Dogru and Bulut (2018) employed dynamic panel models
to demonstrate a bidirectional causal relationship between tourism development and
economic growth in several emerging economies, further reinforcing the relevance
of the TLGH.

With regard to Albania, the literature remains relatively limited but growing. Gérx-
hani (2018) examined the role of tourism in shaping local economic dynamics, not-
ing that tourism development in Albania has stimulated growth particularly in coast-
al and rural areas. Cela and Liko (2020) analyzed the contribution of international
tourism receipts to GDP growth in Albania and identified a statistically significant
positive relationship. However, these studies are often descriptive in nature or lack
a rigorous econometric framework, highlighting a gap in the quantitative literature
that this study aims to address.

Furthermore, the role of complementary factors—such as foreign direct investment
(FDI), employment in tourism-related sectors, and exchange rate fluctuations—has
gained increasing attention in tourism economics. Studies by Fayissa, Nsiah, and
Tadasse (2009) and Brida et al. (2016) suggest that tourism’s impact on economic
development is significantly amplified when supported by macroeconomic stability,
infrastructure investments, and institutional effectiveness.

In light of the above, this study seeks to contribute to the existing literature by apply-
ing an econometric model to empirically assess the impact of tourism on Albania’s
economic growth, while also accounting for relevant macroeconomic variables such
as FDI and employment in the tourism sector. By doing so, it offers a more com-
prehensive understanding of the mechanisms through which tourism influences the
national economy.

Evolution of Tourism in Albania
Rapid Growth and Tourism Expansion (2010-2020)
The period between 2010 and 2020 witnessed an accelerated growth phase in the
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Albanian tourism sector, with the number of international visitors increasing signifi-
cantly. This growth was fueled by several factors:

European Union (EU) Integration Efforts: Albania’s ongoing efforts to align with
EU standards, including the adoption of visa liberalization with the Schengen Area
in 2010, contributed to an increase in visitors from Western Europe.

Promotion of Albania as a Tourist Destination: Increased visibility of Albania as a
tourist destination was achieved through marketing campaigns, international part-
nerships, and a stronger presence at global tourism fairs and conferences.

Increased Flight Connections: The expansion of low-cost flight carriers and direct
routes to Tirana from major European cities facilitated easier access to Albania for
tourists.

Rise of Digital Platforms: The use of digital platforms such as TripAdvisor, Airbnb,
and social media played a role in raising awareness of Albania’s unique attractions,
including its coastlines, mountainous regions, and ancient towns.

Albania’s tourism receipts and the contribution of the tourism sector to GDP reached
new highs, with tourism emerging as a key driver of economic growth. This period
marked the beginning of sustainable tourism development, with greater emphasis
on protecting cultural heritage, promoting local handicrafts, and integrating envi-
ronmental practices into tourism planning.

Tourism Post-COVID and Recovery (2020—Present)

The COVID-19 pandemic had a profound and devastating impact on the global
tourism industry, and Albania was no exception. As countries closed borders, im-
plemented lockdowns, and enforced strict travel restrictions, the Albanian tourism
sector saw a dramatic decline in both international and domestic visitors. The years
2020 and 2021 were particularly challenging, as the number of foreign arrivals
dropped sharply, resulting in significant revenue losses for the sector and wide-
spread disruptions to local businesses dependent on tourism, such as hotels, restau-
rants, and tour operators.

Initial Impact of COVID-19

The immediate impact of the COVID-19 pandemic on tourism in Albania was felt
across several key dimensions:

Decline in International Arrivals: With the imposition of travel bans and restric-
tions, international visitor numbers plummeted. According to data from INSTAT in
2020, tourist arrivals fell by more than 70% compared to previous years. Albania’s
tourism receipts also dropped drastically, resulting in an estimated economic loss of
over 2 billion USD in tourism-related revenue.

Reduced Air Travel and Transportation: Air travel to Albania was severely disrupt-
ed due to global travel restrictions, with many airlines suspending or reducing their
flights.
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Decline in Employment. Many businesses in the hospitality and tourism industries
were forced to temporarily close, leading to a surge in unemployment and a loss of
income for workers dependent on tourism jobs.

Recovery Efforts and Domestic Tourism Surge (2021)

While the pandemic caused an immediate setback, Albania’s tourism sector showed
remarkable resilience as the country began to navigate the recovery phase. In re-
sponse to the crisis, the Albanian government implemented several policy measures
aimed at revitalizing the tourism industry:

Government Support for Tourism Businesses: The Albanian government introduced
various financial support packages for tourism businesses, including tax reductions,
subsidies, and low-interest loans. These measures helped businesses survive during
the most challenging periods of the pandemic, especially those in the hospitality,
travel, and leisure sectors.

Promotion of Domestic Tourism: With international tourism being restricted, the
Albanian government shifted its focus to domestic tourism. Public campaigns were
launched to encourage Albanians to explore their own country. This resulted in a
surge in domestic tourism in 2021, as more Albanians visited local beaches, moun-
tains, and cultural sites. Rural and ecotourism, in particular, gained popularity as
people sought outdoor experiences in less crowded areas. The government’s cam-
paign, “Discover Albania,” capitalized on the nation’s rich natural and cultural her-
itage, promoting both well-known destinations and lesser-explored regions.

Health and Safety Protocols: To reassure visitors and restore confidence in travel,
the government, in collaboration with tourism stakeholders, implemented stringent
health and safety protocols at hotels, restaurants, and tourist attractions. The “Clean
& Safe” certification program was introduced, ensuring that tourism establishments
adhered to health guidelines and could offer visitors a safe environment. These mea-
sures were crucial for rebuilding trust among tourists and encouraging a return to
Albania’s tourism hotspots.

Reopening and the Gradual Return of International Tourists (2021-2022)

In 2021 and 2022, as the global situation improved with the rollout of vaccines and
the easing of travel restrictions, Albania began to gradually reopen its borders to in-
ternational visitors. The country’s early success in vaccination campaigns, coupled
with the gradual lifting of travel restrictions, contributed to a positive outlook for
the tourism industry:

Increased Air Traffic and Tourists: As European countries and other key source
markets lifted restrictions, Albania saw a significant increase in tourist arrivals, par-
ticularly from Italy, Germany, and Kosovo. The resumption of direct flights from
major European cities to Tirana played a pivotal role in bringing tourists back to the
country. By 2022, international arrivals had begun to recover, with visitor numbers
rising significantly compared to the previous year, although they had not yet reached
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pre-pandemic levels.

The Rise of “Safe Travel” Destinations: As travelers became more cautious and
selective in their destination choices, Albania benefited from being perceived as a
relatively safe and less crowded destination compared to other European countries.
Albania’s emphasis on outdoor tourism, including hiking, beach holidays, and cul-
tural exploration, positioned it as an attractive destination for travelers seeking to
avoid large crowds and indoor environments. Many international visitors turned to
Albania for its scenic landscapes, uncrowded beaches along the Albanian Riviera,
and historic sites such as Butrint, Gjirokastér, and Berat.

Adaptation to Digital and Online Platforms: Albania’s tourism sector adapted to
the growing trend of digitalization and online travel services. Platforms such as
Airbnb, Booking.com, and TripAdvisor played a key role in reshaping how tourists
book accommodation and plan their trips. The rise of online tourism marketing and
virtual experiences allowed Albania to remain visible to international tourists even
during the height of the pandemic. Social media platforms, such as Instagram and
Facebook, became vital tools for showcasing Albania’s attractions and natural beau-
ty, attracting younger, tech-savvy tourists.

Post-Pandemic Strategies and Long-Term Recovery (2022—Present)

As Albania continues to recover from the pandemic, several long-term strategies are
being implemented to ensure the sustainability and growth of the tourism sector:

Investment in Infrastructure: The Albanian government has continued to prioritize
infrastructure development as part of its National Strategy for Tourism 2025. The
plan includes modernizing roads, enhancing airport facilities, and improving public
transportation networks to make the country more accessible to tourists. Investment
in infrastructure is also aimed at reducing seasonality in tourism and promoting
off-season travel to spread the economic benefits of tourism more evenly throughout
the year.

Promotion of Sustainable and Eco-Tourism: The post-pandemic recovery is accom-
panied by an increased focus on sustainable tourism. Albania aims to position itself
as a leader in eco-tourism by capitalizing on its natural assets, such as its pristine
beaches, mountain ranges, and national parks. The government and private sector
are working to ensure that tourism development respects the environment and pro-
motes responsible travel practices.

Focus on Quality Tourism: In the wake of the pandemic, there has been a shift to-
wards attracting quality tourism rather than mass tourism. Albania is focusing on
attracting higher-spending tourists, particularly those interested in cultural tourism,
luxury experiences, and wellness tourism. This shift aligns with global trends to-
ward more personalized and sustainable travel experiences.

Diversification of Tourism Products: The Albanian tourism sector is diversifying
its offerings to cater to different types of travellers. In addition to traditional sun-
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and-sand tourism, Albania is promoting its cultural heritage, adventure tourism, and
gastronomy tourism. Efforts to develop rural tourism, wellness tourism, and digi-
tal nomad destinations are also part of Albania’s long-term strategy to recover and
grow the sector.

Figure 1: Tourism and GDP growth in Albania (2019-2024)

Tourism and GDP Growth in Albania (2019-2024)

12 Foreign Visitors (M)
—e— Tourism Revenue (€B)

—e— GDP Growth (%)
10

sl

Value
Y

—a

2019 2020 2021 2022 2023 2024
Year

Source: INSTAT, Bank of Albania, 2025
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Data Sources: Time-series data (2000-2023) Secondary data collected from IN-
STAT, The Bank of Albania, The World Bank, The World Tourism Organization
(UNWTO)

Variables:

Dependent Variable: Gross Domestic Product (GDP) growth rate: Used as a proxy
for economic development, measured as the annual percentage growth rate of GDP
at market prices.

Independent Variables

International tourism receipts (as % of GDP or in USD): Represents direct income
from tourism-related activities.

Employment in the tourism sector (as % of total employment): Captures the labor
market impact of tourism.

Foreign Direct Investment (FDI): Includes total annual inflows, with attention to
FDI in tourism and related sectors.

Exchange rate: Controls for the effect of currency fluctuations on tourism demand
and revenue.
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Econometric Model: linear regression model
GDPG =B+ *TR +B,*EMP +B,*FDI +B,*EXCH +¢,
Where:

GDPG,: GDP growth rate at time t

TR : Tourism receipts

EMP : Employment in tourism

FDI: Foreign direct investment

EXCH_: Exchange rate

g: Error term

Estimation Technique: The Ordinary Least Squares (OLS) method. Software Tools:
SPSS, Excel

Table 1 presents the descriptive statistics for the variables included in the regression
model: GDP growth rate, tourism receipts, employment in tourism, foreign direct
investment (FDI), and exchange rate. The data show considerable variation across
the years, with tourism receipts demonstrating significant fluctuations due to global
events and regional trends, such as the rise in tourist arrivals in Albania over the past
decade. Similarly, employment in tourism increased steadily, reflecting the sector’s
expanding contribution to the national economy.

Table 1: Descriptive Statistics

Variable Mean (S td.|Min Max Observations
Dev.

GDP Growth Rate|3.20 1.50 0.50 6.80 20

(%)

Tourism  Receipts [800M [200M [300M [1.2B |20
(USD)

Employment in Tour- | 7.5 2.5 3.0 12.0 20
ism (%)
FDI (USD) 1.5B | 500M |500M 2.5B 20

Exchange Rate (Lek/|110.0 |5.5 100.0 120.0 20
USD)

Regression Results

The results of the regression analysis are summarized in Table 2, where the depen-
dent variable is GDP growth rate. The model estimates the relationship between
tourism-related variables and economic growth, controlling for foreign direct in-
vestment (FDI) and exchange rate fluctuations.
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Table 2: Regression Results

Variable Coeffi-|Std.|[t-Sta-|p-val-
cient Error | tistic ue
Constant 1.50 0.30 5.00 0.000

Tourism Receipts [ 0.05 0.02 |2.50 0.015
(USD)

Employment in|0.12 0.05 (2.40 0.022
Tourism (%)

FDI (USD) 0.04 0.01 ]3.50 0.002

Exchange Rate [-0.01 0.005 [-2.00 [0.050

(Lek/USD)
R-squared: 0.85
Adjusted R-squared: 0.82

F-statistic: 14.25 (p-value < 0.001)

Interpretation of Results

Tourism Receipts: The positive and statistically significant coefficient for tourism
receipts (f=0.05) - 1% increase in tourism receipts is expected to lead to a 0.05%
increase in GDP growth - tourism can stimulate economic performance by contrib-
uting directly to national income.

Employment in Tourism: The coefficient for employment in the tourism sector
(B=0.12) is also positive and significant, indicating that greater employment in the
sector is correlated with higher economic growth - the importance of tourism as a
source of job creation and economic empowerment.

Foreign Direct Investment (FDI): The positive and significant coefficient for
FDI (p=0.04) - FDI in tourism and related sectors has a robust effect on economic
growth. This suggests that FDI can enhance the productivity and competitiveness of
the tourism sector, leading to broader economic benefits.

Exchange Rate: The negative coefficient for the exchange rate (f=—0.01) is statis-
tically significant at the 10% level, implying that exchange rate fluctuations have a
negative impact on GDP growth.

Discussion

The findings of this study provide strong evidence of a positive relationship between
tourism and economic growth in Albania. In particular, tourism receipts, employ-
ment in the tourism sector, and foreign direct investment were all found to be signif-
icant contributors to GDP growth. These results underscore the multifaceted role of
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tourism in Albania’s economic development, highlighting its potential to serve as a
key driver of sustainable growth, job creation, and income generation.

Albania’s efforts to enhance its tourism infrastructure and improve the quality of its
offerings have yielded tangible benefits in terms of increased foreign tourist arrivals
and growing tourism revenues. As the country continues to develop its tourism sec-
tor, the findings suggest that policymakers should focus on enhancing the sector’s
competitiveness, attracting foreign investment, and creating favorable conditions
for job creation within tourism-related industries.

Additionally, the negative impact of exchange rate fluctuations on economic growth
suggests that maintaining a stable currency could be an important factor in promot-
ing sustained tourism growth and economic stability. Given Albania’s dependence
on tourism as a major economic sector, future efforts to stabilize the exchange rate,
along with fostering a more resilient macroeconomic environment, could further
amplify the sector’s positive effects on economic development. Infrastructure gaps
and seasonality remain challenges. Need for diversification and sustainability.

Limitations and Further Research

While the results of this study provide valuable insights into the impact of tourism
on economic growth, several limitations must be acknowledged. First, the analysis
does not account for the potential nonlinear effects of tourism on growth, such as
diminishing returns at higher levels of tourism receipts. Second, the study focuses
primarily on direct indicators of tourism, and future research could explore indi-
rect effects, such as the impact of tourism on other sectors of the economy (e.g.,
agriculture, services). Finally, the model assumes a linear relationship between the
variables, which may not fully capture the complexities of tourism’s impact on eco-
nomic growth.

Further research could expand the scope by incorporating more granular data on
different types of tourism (e.g., cultural, ecotourism), examining regional variations
within Albania, or exploring the long-term effects of tourism development on social
and environmental outcomes.

Conclusions

This study has examined the relationship between tourism and economic develop-
ment in Albania, emphasizing the sector’s role as a catalyst for economic transfor-
mation.

The empirical analysis and historical review - a positive and statistically significant
link between tourism development and economic growth indicators, including GDP,
employment, and foreign exchange earnings.

Structural reforms, investment in infrastructure, and strategic regional integration
have contributed to this tourism growth.
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Several structural and policy-related challenges persist: Issues related to seasonal-
ity, uneven regional development, environmental degradation, and limited human
capital in tourism services.

Addressing these challenges is essential for ensuring the long-term sustainability
and inclusiveness of tourism-led growth in Albania.

Policy Recommendations
Strengthen Infrastructure and Regional Connectivity

Diversify Tourism Offerings and Promote Year-Round Tourism - cultural heritage
tourism, eco-tourism, rural tourism, and adventure tourism.

Promote Sustainable and Responsible Tourism Development - adoption of green
practices, eco-certification programs, and environmental regulations is essential to
mitigate negative impacts and ensure long-term sector viability.

Strengthen education and training - Enhanced cooperation between educational in-
stitutions, the private sector, and public agencies.

Enhance Digital Marketing and Branding Strategies - The development of target-
ed, data-driven marketing campaigns using digital platforms, social media, and us-
er-generated content.

Foster public-private partnerships - Greater collaboration between the government,
private sector, and civil society is necessary to implement tourism strategies effec-
tively.

Encourage Data-Driven Policy and Planning - Strengthening the capacity of na-
tional statistical agencies and supporting academic research will enable better mon-
itoring of tourism trends, economic impacts, and policy effectiveness.
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ABSTRACT

In the Marketing 3.0 era, customer-brand relationships have gained significant at-
tention, emphasizing values, societal impact, and holistic brand experiences. Un-
like traditional marketing tactics, sensory marketing engages the human senses in
branding and communication.Marketing 3.0 aligns with sensory branding, creating
multi-sensory experiences that evoke emotions and leave lasting impressions. While
existing research has examined the relationship between sensory cues and sensory
brand experience, the effects of multisensory brand settings on sensory brand expe-
rience remain underexplored. Additionally, the impact of multisensory marketing on
various aspects of consumer loyalty is still unclear. Thus, further investigation into
brand experience as a new phenomenon is necessary. Furthermore, the literature
lacks a comprehensive understanding of the interplay between sensory branding and
Marketing 3.0, particularly regarding their collective contributions to customer en-
gagement, brand loyalty, and brand equity, since most studies have focused on them
in isolation. Addressing these gaps could lead to a more thorough understanding of
sensory branding and Marketing 3.0, especially in the context of developing coun-
tries, resulting in more effective marketing strategies. Therefore, this paper provides
the basis of a conceptual framework, considering the relationships between the pre-
viously mentioned variables. Additionally, it will pave the way for future research in
diverse cultural, geographical, and social contexts, as indicated by Zha et al.

Keywords: Marketing, Management, Consumer Psychology Research; Corporate-
Branding

INTRODUCTION
In the Marketing 3.0 era, also known as the “values-driven” era, customer—brand
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relationships havereceived increased attention(Gémez-Suarez et al., 2017)as val-
ues, societal impact, and the creation of holistic brand experiences have been under-
scored. Furthermore, numerous researchers and practitioners have acknowledged
the influence of customers’ sensory experiences on consumption patterns and be-
haviors (Zha et al., 2024; Chen, et al., 2021). Notably, sensory marketing, originally
developed to summarize studies evaluating the impact of feelings on consumption
outcomes, highlights the effects of sensory stimuli on brand experiences and con-
sumption patterns and behaviors(Rathee, Singh, & Rajain, 2024; Krishna, 2010).
Compared to conventional marketing tactics, sensory marketing engagesthe human
senses in branding and communication (Rathee, Singh, & Rajain, 2024).

Drawing insights from various scientific fields such as neuroscience, psychology,
and consumer behavior, sensory branding examines how sensory cues shape per-
ception and decision-making (Rathee, Singh, & Rajain, 2024). Antunes & Verissi-
mo, 2024 state that positive customer reactions generated by multisensory stimuli
accelerate decision-making and enhance overall customer experience. Moreover,
the existing literature in management, marketing, and psychology, is beginning
to highlight the concept of “sensory brand experience” (SBE),which refers to the
multisensory and comprehensive experiences that customers have with a brand,in-
fluencing directly and indirectlybrand loyalty (Gao & Shen, 2024), and playing a
crucial role in corporate visual identity and image (Zha et al., 2024).

Sensory engagement is among the most powerful forces influencing awareness and
customer experience throughout the buying process. Thus,Marketing 3.0aligns seam-
lessly with sensory branding, creatingmulti-sensory experiences that evoke positive
emotions and leave lasting impressions. By appealing to sight, smell, sound, taste,
and touch, brands can create exceptional experiences that foster emotional customer
relationships. Consequently, sensory experiences have become a key factor in brand
differentiation (Elder & Krishna, 2022; Zha et al., 2024) and many organizations are
implementing multisensory marketing strategies (Chen, et al., 2021).The synergy
between Marketing 3.0 and sensory branding creates a powerful force for build-
ing customer loyalty through emotional engagement,differentiation, memorability,
and an enhanced customer experience.

Even though the relationship between certain sensory cues and SBE has been ex-
plored in the existing literature, research examining the impact of multisensory
brand settings and SBE is still in its infancy (Zha et al., 2024; et al., 2022; Rog-
geveen, et al., 2020). Additionally, a knowledge gap remains regarding the influence
of multisensory marketingon several aspects of consumer loyalty. Therefore, brand
experience, as a new brand phenomenon, should be further explored (Gao & Shen,
2024; Khan & Fatma, 2017)concerning itseffects on the main variables in the cus-
tomer-brand relationships (Zha, et al., 2022). Furthermore, the existing literature
lacks an understanding of the synergistic relationship between sensory branding
and Marketing 3.0,specifically how they collectively contribute to customer en-
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gagement, brand loyalty, and brand equity as current studies tend to focuson either
sensory branding or Marketing 3.0 in isolation. There is also a lack of focus on spe-
cific sensory cues and their interplay, a deeper understanding of this interplay could
lead to moreeffective sensory branding strategies. All the aforementioned variables
related to sensory perceptions and experiences are context-dependent, indicating
that more research is needed to explore the relationship between cultural factors
and the effectiveness of sensory branding.

By addressing these gaps, this research paper can provide a more comprehensive
understanding of sensory branding and Marketing 3.0, in a developing country con-
text, leading to more impactful marketing strategies.This study will alsorespond
to Zha et al. (2024), where the authors suggest that future research conducted in
different cultural, geographical, and social contexts is necessary for the generaliz-
ability of the findings.

LITERATURE REVIEW
Sensory Branding vs. Sensory Marketing

Sensory branding and sensory marketing are two interconnected yet distinct con-
cepts used in modern marketing. Sensory branding has emerged as a pivotal mar-
keting strategy that enhances brand perception, recognition, differentiation, and loy-
alty by leveraging the human senses. Recent literature related to the five traditional
senses(Simha, 2020; Khandelwalet al., 2020), has revealed trends indicating how
sensory experiences influence customers’ decision-making. Sensory branding fo-
cuses on utilizing sensorial cues to create brand identity, while sensory marketing
emphasizes the use of sensory stimuli to foster consumer experiences and influence
purchasing behavior and emotional attachment(Kulkarni & Kolli, 2023).

Sensory marketing is more sophisticated than traditional marketing because it re-
quires a personalized approach and a thorough understanding of the market(Pollak
et al., 2021). Most existing research papers on sensory marketing, which remains
a complex field of study, endeavor to understand how human senses such as taste,
touch, sound, smell, and sight, collectively known as ‘exteroceptive senses’, can
stimulate consumers and affect their feelings, perceptions, emotions, and purchase
intentions (Antunes& Verissimo, 2024).Additionally, recentliterature has identi-
fied more than fivehuman senses, includinginteroceptive sensessuch as the viscer-
al sense, vestibular sense, sense of internal milieu, and proprioceptive sense (An-
tunes& Verissimo, 2024).Therefore, evaluating the multisensory interconnection of
all human senses in value-creation processes has become crucialfor marketers.

Sensory Brand Experience (SBE)

Sensory Brand Experience (SBE) represents a multidimensional concept that ex-
plores how consumers perceivebrand-related stimuli through their senses, ulti-
mately shaping their perceptions and behaviors. It extends beyond mereacknowl-
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edgment ofsensory inputs to encompass the holistic integration of external stimuli
and internal interpretations(Roggeveen et al., 2020).SBE, as a sensory dimension,
was primarily developed by Brakus et al. (2009) to define consumers’ reactions to
brand-related stimuli. Itentails four dimensions: intellectual, affective, sensory, and
behavioral (Antunes& Verissimo, 2024; Brakus et al., 2009). Brand—related stimuli
experienced by customers are linked to brand identity, associated landscape, com-
munication, and packaging (Antunes& Verissimo, 2024). Consequently, brand ex-
periencessignificantlyinfluence customer satisfaction and loyalty (Antunes& Veris-
simo, 2024; Brakus et al., 2009).

Another prominent definition of the SBE is proposed by Zha D., et al. (2021), to-
describe it as “the internal processing of brand data from a brand setting through
a harmonization of exteroceptive and interceptive processes, culminating in brand
sensations, brand affects, and subjective feeling states.” This definition highlights
the dynamic interconnections between external sensory stimuli (exteroceptive pro-
cesses) and internal interpretati