
 
 
 
 
 
 
 

 
1st INTERNATIONAL CONFERENCE 

South-East European Countries toward European Integration 

20th October 2012 

Elbasan – Albania 



 
 

 
1st INTERNATIONAL CONFERENCE 
South-East European Countries towards European Integration 
20th October 2012 
Elbasan – Albania 

 
 

Coordinator: Phd. Dr. Rezarta Tahiraj 
 

 
Organizing Committee: Phd/candidate Elsa Gega 

Msc.Eliona Gremi Phd. Dr. Rezarta Tahiraj 

Msc.Albana Madhi Msc.Jonida Biçoku 

 
 

 
Promotion & Organization: University “Aleksandër Xhuvani” 

Faculty of Economics 

Elbasan-Albania 

www.uniel.edu.al 

 
 

 

ISSN: 2221-5956 

http://www.uniel.edu.al/


Section I Challenges for the integration to the European Union 

1 

 

 

 
SECTION I: CHALLENGES FOR THE INTEGRATION TO THE EUROPEAN UNION 

 
 

APPROXIMATION OF ALBANIAN COMMERCIAL AND COMPANY LAW WITH EU LAW 
(CORPORATE GOVERNANCE PRINCIPLES IN THE ALBANIAN LEGISLATION ON COMPANIES) 

 
 

Sonila Cami 

Attorney at Law, Master in EU Business Law, PhD Candidate 

Faculty of Law – University of Tirana, Albania 

e-mail: sonila.cami@yahoo.com 
 

Abstract: 

The Albanian path towards European integration involves several matters, different changes on a large range of issues, 
particularly on legal reforms, law modifications, approximation and harmonization. This paper aims on presenting a 
panorama of the new Albanian law on entrepreneurs and companies, its approval, historical view, efforts and 
achievements, and its main changes due to the approximation and convergence with European Union Law. This 
panorama includes other respective European Union documents and rules adopted by State members on such matter, 
and how these affected the entire Albanian Commercial Laws. Considering that good corporate governance is one of 
the most important topics on commercial and company legislation, this paper attends the special issue of principles and 
standards on corporate governance, development of Albanian principles and standards on corporate governance, as 
well as clarifying the distinction between “Corporate management” and “Corporate governance”. Conclusions 
summarize the efforts to accomplish approximation of the Albanian commercial and company legislation towards 
European legislation, as an entire reform along the Albanian integration process. 

Keywords: European integration, approximation, Albanian Company Law. 

JEL Classification: K19. 

 
1. Chapter I 

 
1.1. Section I: About harmonization programme and approximation process. 

From what and from where arise the call for harmonization, approximation, implementation of European 
Union (EU) laws, institutions, reforms among State Members, and in an expansive process among others States who 
aspire a position through EU State Members. The harmonization programme it’s not a nowadays term: 

“The company law harmonization programme began soon after the European Economic Community was 
formed. 

The programme has a purpose function so that for the effectiveness of the internal market the harmonization of 
company laws would enable all those dealing with companies in the Community to be operating within a broadly 
similar legal structure with comparable rights and obligations.” 

But what exactly brought to the approximation of laws and standards in the field of Company Law? The free 
movement of persons as individuals, represent at the same time the need for those individuals not only to be physically 
established but also to generate, to work and to prosper, having the same or equal rights, outside their countries but 
inside the so called “common market”. 

“The steps taken by the European community were focused on the ‘approximation’ of the laws of the Member 
States in order to facilitate the creation and functioning of the common market and aimed at providing equivalent 
protection for shareholders and third parties in each Member State, together with facilitating freedom of establishment 
for companies. This has led to a European Community company law which now influences significantly the national 
company laws of the Member States”. 

Albanian Legislation regarding companies, entrepreneurships, includes a large number of laws, acts and 
decrees. “The list of legal acts that deal with the field of commercial activity is a large one, furthermore due to the very 
fast development process during the last years and a lot of changes made to related legislation, it’s quite impossible to 
make a definitive list”. Let’s mention some of the main acts on commercial laws, according to a summary published 
from the Centre for Official Publications, on 2010: 

mailto:sonila.cami@yahoo.com
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MARKET ABUSE AND INSIDER TRADING LIABILITY AFTER THE CHANGES INTRODUCED IN THE 

ALBANIAN CRIMINAL CODE: COMPARATIVE PROFILES WITH THE ITALIAN EXPERIENCE 

Rezarta Demneri, MA 
Pedagogue by the Department of Criminal Law, Faculty of Law - University of Tirana, Albania 

email: rezarta.demneri@gmail.com 
 

Abstract: 
Meeting international standards when building or rearranging the State institutions and their functions seems to be the 
viewpoint from which Albania wants to paint her future. This is inspiring but for an emerging country, it’s also a big bet. 
Our purpose here is to describe in a brief way which are the changes brought to the Criminal Code concerning the 
financial market abuse. To this moment, there exist a body of laws and dispositions which aim to timidly enable this 
market of immaterialized goods but it is yet to be seen how they’ll be implemented. What is insider trading and market 
abuse? What is the relationship between administrative sanctions and criminal ones with regards to these main offenses? 
Since these changes comply broadly with European Community guidelines we’ve chosen to bring a comparative 
viewpoint with the Italian experience, especially since the Italian Criminal Code has been an important reference point 
for the Albanian Criminal Code of 1995. It seems like a natural step to use the Italian experience as a bridge when 
making hypothesis and suggesting answers. 

Keywords: insider trading, market abuse, criminal liability, administrative misdemeanour, financial instruments. 
 

JEL Classification: K14. 
 
 

I. Market abuse and insider trading viewed from the Albanian lenses. 

For the purposes of this study we are choosing to forgo the criminal offense pursuant Article 143/a/1 of the 
Criminal Code (C.C) “Market manipulation” dealing with fraudulent increase or decrease of the price on the market of 
goods, services and currency as its juridical object is not the integrity of the financial market but indeed that of the 
market of goods and services . 

According to this Directive, market abuse includes two distinctive cases1: insider trading which basically 
consists on the operator (active subject) making certain operations based on information he possesses before this comes 
of public knowledge: on the other hand, in market manipulation, the operator spreads false information or simulates 
operations in way to alter the price of the financial instruments. 

These legal norms aim to protect and give a sanction in case of violation of the same juridical object, which is: 
“to ensure the integrity of Community financial markets and to enhance investor confidence in those markets”2. “Insider 
dealing and market manipulation prevent full and proper market transparency, which is a prerequisite for trading for 
all economic actors in integrated financial markets3. 

There are several acts which further support, on communitarian level, the principle of transparency within the 
financial market: Directive 2003/124/EC which defines market manipulation4; Directive 2003/125/EC which regulates 
the correct presentation of recommendation of investment and the communication of conflict of interest to the public5; 
Commission Regulation 2273/2003/EC with regards to the exemptions for buy-back programmes and stabilisation of 
financial instruments6. 
Moving on to one of the practices encompassed under the notion of market abuse (as established by the DIR. 
2003/6/EC) there is Article 143/a/2 “Unauthorized use and disclosure of inside information” bringing liability to any 
subject who gets into contact, in an authorized or unauthorized way, with inside information unknown to the public in 
way to obtain personal benefit, benefit for a third party or damage this last: 

 
 
 

1 Commission Directive 2003/6/EC of 28 January 2003 on insider dealing and market manipulation (market abuse), 
retrieved from http://www.esma.europa.eu/system/files/Dir_03_6.pdf, (12). 
2 Commission Directive 2003/6/EC, Ibid 
3 Commission Directive 2003/6/EC, Ibid, (15) 
4Commission Directive 2003/124/EC, retrieved from http://www.esma.europa.eu/system/files/MADImplDir_2003_124. 
pdf. 
5Commission Directive 2003/125/EC, retrieved from 
http://www.esma.europa.eu/system/files/MADImplDir_2003_125.pdf  
6Commission Regulation (EC) No 2273/2003 of 22 December 2003, retrieved from 
http://www.esma.europa.eu/system/files/MADImplReg_2273_2003.pdf 
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THE IMPACT OF MILLENNIUM DEVELOPMENT 

GOALS IN ALBANIA DEVELOPMENT 

1. Megi Marku 
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2. Miranda Berdo 
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email: mirandaberdo@gmail.com 
 

Abstract: 

Millennium Development Goals were established by an agreement of 193 UN members and at least 23 international 
organizations, in September of 2000 and with a time deadline in 2015. The United Nations Millennium Declaration 
commits world leaders to combat poverty, hunger, disease, illiteracy, environmental degradation, and discrimination 
against women. Major successes in combating extreme poverty, improving school enrolment and child health and 
controlling spread of killer deceases like AIDS, Malaria and TB in almost all developing countries- even in the poorest 
countries – demonstrate that the Millennium Development Goals (MDGs) are achievable. Albania is part of this 
agreement and a monitoring group is to observe the progress of these goals. Considering that the fulfillment of these 
goals is a big step for EU integration, in this paper will be conducted a study on the impact of these goals, in the 
economic development as e significant part of overall and sustainable development of Albania. So all the eight goals 
will be analyzed in order to estimate the situation in Albania .Through an econometric model, it is examined the impact 
of some of the goals in the economic growth, coming up with the conclusion that which of them is the most important for 
the overall development. 

Keywords: Millennium Development Goals; European Integration; Economic Development; Econometric Model 
 

JEL Classification: I32, I38. 
 
 

1. Millennium Development Goals (MDGs). 
 

In September 2000, 147 heads of state and government which represented 193 members of United Nations 
were gathered to sign a declaration in which they pledged that by 2015 they would meet the fulfillment of certain goals 
that would improve the overall development of the world states mainly of developing and of poor countries. These goals 
were called Millennium Development Goals and were as above: eradicating extreme poverty and hunger, achieving 
universal primary education, promoting gender equality and empowering women, reducing child mortality rates, 
improving maternal health, combating HIV/AIDS, malaria, and other diseases, ensuring environmental sustainability 
and developing a global partnership for development. In this initiative, were also participating the EU States and this 
latter has made a specific commitment to attain these goals in 2015. According to the European Commission President 
these goals are achievable if all the EU countries follow a strong political commitment with the right policies and the 
right resources. So for the European Union the progress toward the Millennium Goals is a very important issue and for 
all those countries who are potential candidates to be part of this Union the fulfillment of these goals must be an 
obligation. 

Millennium Development Goals in Albania. 
Given that from 14 December 1955 Albania is a member of United Nation then it together with 192 other 

members has pledged that it will be ready to do it best to achieve these goals in 2015. On July 2003, Albanian 
parliament passed a resolution in support of the Millennium Development Goals (MDGs). Also the UN office that 
operates in our country supervises and coordinates the national efforts of Albania to achieve these goals. The 
Government has prepared its National Strategy for Development and Integration (NSDI), 2007-2013, which is based on 
a number of sectional and cross-cutting strategies, including national strategies for regional development and social 
inclusion. 

mailto:megimarku@yahoo.com
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EFFICIENCY IN THE LEGAL PROTECTION OF TRADEMARK AND FOREIGN DIRECT INVESTMENT 

IN REPUBLIC OF MACEDONIA 
 

Aleksandar Mateski, M.Sc 
 

Chief of the Department for Legal Affairs in Prilepska Pivarnica A.D. Prilep 
 

Doctoral student at the University “St. Kliment Ohridski” – Bitola, Faculty of Economics – Prilep/ Macedonia 
 

Abstract: 
 

The aim of this paper is observation of the economic functions of trademarks of improving the competitiveness and 
development of the business community in Macedonia, attracting foreign investment and thus economic development and 
growth of the national economy. The data obtained from structural analysis of trademarks will be compared to the 
amount of foreign direct investment and will identify any relations among them. It will also aim to detect the violations of 
trademark rights in R. Macedonia in order to discover the effects they have on the business community as right holder, 
but also on the functioning of market and national economy as a whole. It will try to discover the problems the business 
community faces as a holder of trademark rights in seeking legal protection, critical review of the speed and effectiveness 
in the reaction of courts and administrative bodies, and comparative observations of Southeast Europe countries with 
recommendations for improvement. In this research, the method of scientific description and explication of existing 
theoretical views will be used, as well as the analytical method and the comparative method. This paper supports the 
thesis that a significant part of the business community in Macedonia is still at the beginning of the utilization of 
economic benefits arising from the registration of a trademark, particularly in terms of economic benefits from the 
transfer of rights of trademark, without any serious understanding of the advantages of the registration of trademarks. 
This requires strong efforts for continuously informing the business community regarding the potential that the 
protection of trademark brings for them, along with the reforms of the institutions responsible for prevention of the 
violations and protection of the rights of trademarks, which is one of the factors that promotes the growth of the foreign 
direct investments that could result in growth of the national economy. 

 
Key words: trademark, registration, rights, foreign investment. 

 
JEL Classification: K11. 

 
 

 
1. Trademarks and economic functions 

 
Capital and wealth of companies are no longer measured exclusively by the material goods they 

possess. Slowly but surely the information, knowledge, skills, patents, distinctive signs, and other intangible goods take 
greater importance in all economic relations. Intellectual property which as its object of study has the creations of human 
intellect, is inseparably linked with the intellectual activities in the economy. 

 
Republic of Macedonia, a candidate for European Union membership, a member of the World Trade 

Organization and signer of the Agreement on Trade-Related Aspects of Intellectual Property Rights, following the trends 
of liberalization and smooth trading in goods and services, in the past very directly faced the new reality that intellectual 
products and services are one of the most important resources for the development of today's economy. This is why it is 
necessary to determinate the importance of intellectual property rights through the discovery of opportunities offered in 
development of the business community in Macedonia and building their competitiveness and recognition on the 
domestic and foreign market. It is often said that the intellectual property right-trademark as a distinctive sign for marking 
goods and services is the greatest business advantage enjoyed by enterprises. 
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GLOBALIZATION, GROWTH, AND POVERTY 

1. MSs.Vlatko Paceskoski 
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3. Phd. Ljupco Davcev 
 

 
Abstract: 

For the health community, globalization offers opportunities but also poses important challenges. Dramatic progress 
has been made in the area of health over the past forty years; however, improvements have been unequally distributed 
across regions. Developing countries share a disproportionate burden of avoidable mortality and disability, primarily 
attributable to preventable infectious diseases, malnutrition, and complications of childbirth. Globalization affects 
global health, which in turn may improve or worsen the health of the poor in developing countries. This paper reviews 
the different meanings of globalization and indicators for some of its components. Using a simple framework, it 
examines the channels, which links globalization and health outcomes and identifies among them five main pathways. 
The first two pathways connect globalization with general outcomes on the economy and the government of developing 
countries, which affect the global health situation. The last three connect directly globalization with health, through its 
effect on institutions, nutrition, and the environment. In conclusion, this paper presents some policy and institutional 
responses that seek to reduce the negative and enhance the positive effects of globalization on health in developing 
countries. 

Kew words: growth, poverty, inequality. 

JEL Classification: O11. 
 

 
Trends in growth, poverty and inequality 

Growth rates are significantly higher in the second half of the 20th century than in any other previous period 
(Table 3). However, growth appears to have been higher in the 1960s and 1970s for Sub-Saharan Africa and Latin 
America, although it has been up in Asia since the 1980s (Table 4). Volatility in world per capita annual growth rates 
about tripled in the 1970s compared to the 1960s, and has remained at similar levels since for the world as a whole. 
But there are important differences across developing countries with the 1980s showing larger volatility in Africa and 
Latin America, while for Asia the 1960s and 1970s appear more unstable (Table 5). The UNDPís Human 
Development Indices (HDI), which summarizes education, health, and income indicators, have been improving in 
developing countries, and are currently significantly higher than when now-developed countries had similar income 
levels in the 19th century (Crafts, 2000). However, life expectancy declined after the 1980s in SSA and some former 
republics of the Soviet Union (see Table 1). The number and percentage of people in poverty in developing countries 
decreased drastically during the 1960s and 1970s. Household surveys available for these years showed that the 
incidence of poverty (i.e. the number of poor people over total population) had declined significantly from an (un- 
weighted) average of 46% to 24%, and more importantly, the number of poor in the countries covered had declined by 
almost 60 million during that period (World Bank, 2009). 

The impact of globalization on growth, poverty, and inequality 

Early works using case studies (Little et al., 1970); Balassa et al., 1971; and Krueger, 1978), and more recent empirical 
literature on growth using cross-section regressions (Sachs and Warner, 1995; Sala-i-Martin, 1997), suggest that a 
positive correlation exists between trade and economic openness, as well as between trade and growth (arguments 
against these findings can be found in Rodrik 1999, and 2009). Vice-versa, closed economies relying on the dynamics 
of smaller domestic markets (compared to larger opportunities in world markets) have tended to show slower and 
halting growth rates. In turn, high and stable growth rates have been commonly associated with reductions in poverty 
rates. Yet, higher growth rates are not enough if globalization is, at the same time, worsening income distribution. 
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2. Armela Kromiçi (Ph.D. candidate) 
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email: armelakromici@yahoo.com 

 
 

Abstract: 

The right of establishment for the companies is a fundamental right guaranteed by the European legislation. The 
principle of freedom of establishment which is set in article 49 it refers to a person or a company which is able to carry 
on an economic activity in a stable and continuous way in one or more Member State. This right is strongly connect 
with the freedom of companies to provide cross border services which is set out in article 56 of the Treaty. In particular, 
an economic operator of a Member State is able to offer services in another Member State without having to be 
established. The Services Directive 2006/123/EC of 12 December aims to create a legal framework for ensuring that 
both, service providers and recipients benefit more easily from the fundamental freedoms guaranteed in Articles 49 and 
56 of the Treaty. The principles of freedom of establishment and free movement of services have been clarified and 
developed over the years through the case law of the European Court of Justice. These provisions have direct effect that 
means that Member States must modify national laws that restrict freedom of establishment or the freedom to provide 
services maintaining only the restrictions justified by overriding reasons of general interest. Due the fact that Albania 
has apply to obtain the status of candidate member of EU the aim of this paper is the study of the most important 
aspects of the right of establishment and the comparison between the Albanian and European legislation. 
Key words: companies, establishment, legislation, cross-border, services. 
JEL Classification: K19. 

 

 
• The Connecting Criteria In Companies Law: The Real Seat And The Incorporation Doctrine 

The delocalization of commercial companies from one country to another is a phenomenon that is strongly 
correlate with the requirements of companies for competitive markets, that provide not only raw materials or cheaper 
manpower but also more favorable fiscal systems. The companies have two possibility, they can move from a country 
to another by establishment a new company abroad in respect with the legal provision of the host country or they can 
realize a direct transfer of their seat. In this second case the delocalization can create conflicts between the different 
legal systems of the countries involved. The legal continuity of the transferred company, its recognition in the 
destination state and also in the origin state, the applicable regulations of the transfer company (so-called lex societatis), 
are all question that depend on the legal regulation in the countries involved the transfer (state of origin and country of 
destination), and in particular the type of connection and recognition of the companies that has been adopted. The 
possibility or not that a commercial company can transfer the seat in another country is subject to the principle of 
territorial connection of the host country. On this connection it depends the recognition of the transfer company under 
the legal system of the host country than the relative applicable law. 

In different international jurisdiction, this question is characterized by a deep division between the Real Seat 
doctrine (Sitztheorie) and the Incorporation doctrine (Gründungstheorie). Different historical contexts and political 
needs gave rise to these rules of international private law. The Incorporation doctrine was born in England in the 
nineteenth century, where the judges had the intend to extend the application of English law even to distant countries 
where the incorporated society operate. Instead, the Real Seat doctrine was born in France in the mid-nineteenth century 
with the principal reason to prevent the escape of the French companies towards Britain and Belgium. In Europe, the 
Incorporation doctrine is adopted in England, Ireland, Denmark, Finland Sweden etc. While the Real Seat doctrine is 
adopted in Germany, Austria, France, Belgium, Greece etc. Other jurisdictions, like the Italian, Portuguese, Spanish and 
Dutch adopt a mixed criterion. 
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Abstract: 

This paper marks an important step in the process of analyzing the development of nonprofit sector in Albania since 
the nineties. It includes a serious attempt to record the historical background of the third sector as well as to 
qualitatively assess current areas with major interest: mission and goals, human capacities, areas of activity, 
governance structures, funding availability relationship with the Government etc. The transition to democracy had a 
huge impact on nonprofit sector in Albania and is associated with emergence of hundreds of NPOs. Albania has a rich 
history of working with communities, assisting those who are vulnerable, lobbying and performing advocacy and 
participating in policy debates. The growth of nonprofit sector has been greatly assisted by international donors and 
development agencies. Although the role played by nonprofit sector in the political, social and economic live of the 
country has been unique and of vital importance, and there have been ups and downs in recent years. This paper will 
examine the stages of growth, challenges and achievements of nonprofit sector in Albania. Several methodologies 
have been used during the analysis of this paper: Secondary data, such as reports and documents focused on 
nonprofit sector in Albania published during last two decades. These documents include the annual reports and different 
working documents of NPOs in Albania, the annual reports of international institutions. Websites of international 
donors and NPOs as well as information from national and international conferences have also been a useful source 
during the preparation of this paper. A questionnaire, divided in several sections (general information, staff, 
organization management, areas of activity, relations with the Government and relations with different donors), was 
prepared to find information for this research. 

 
Key words: nonprofit sector, development, challenges. 

JEL Classification: I31. 
 
 
 

LITERATURE REVIEW 

The history of development of NPOs is divided into three phases. First phase ends with the end of II World 
War, the second phase includes the communist period (1945-1990), and the third phase begins after 1991 and until now. 
History of non-governmental organizations and various Albanian association elements with representatives of civil 
society, now recognized by naming NPOs begin in the end of XIX century. Albania was under Ottoman rule until the 
declaration of Independence in 1912. In terms of occupation and denial of national identity elements is inherently have 
been nor civil institutions nor public debate. Period of (1870-1890) in Albania had about 8073 organizations, most of 
which act as humanitarian organizations with support from various religious communities. 

 
 
 
 
 
 

 
 

73 NRO Geschichte, Albania, Bonn 1997 
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Abstract: 

Purpose of this paper is the comparison for investments. The cases of small economies which are including in 
developing countries usually bring the question about the most effective investment. The main purpose is the display 
method of operation that applies to countries with lower financial market. Method of operation is a theoretical 
approach and understanding of the management structure in banking institutions and the outcome is to show that 
working in banks has competitions from the other kinds of financial institutions.The paper has consistent form. The 
significance of this paper is great for countries where financial markets are less developed. Meaning is important 
because in these economies shocks to the global financial markets have affected to them but they are small countries 
and they have small opportunities to avoid the imbalances. 

Keywords: Voluntary pension funds, deposits, assets management, investments. 

JEL Classification: G11, G21, G23, G24, G32 
 
 

1. Introduction. 

 
Managing private resources, especially when they represent future gains has a great significance in countries such 

as Macedonia, as to say countries where the financial structure is relatively simple, and the choice of financial 
instruments relatively tight. Not that are prohibited investments in foreign countries, but this paper analyzes the 
domestic voluntary investment between two alternatives: deposit and voluntary pension investment. The analysis is 
made direction whether it is investment that is more payable in the third voluntary fund or in the banks and their offers 
for time deposits. If we consider the data from the next table: 

 
Table 1: Income of voluntary pension funds on an annual level per period: 

paper attractive for the citizens that want to manage with their resources and to have a turnover of the money 
they should receive in the future (after fulfilling certain conditions such as age limits, period of gain upon) as well as 
dynamic managing with them. 

 
2. Investment in the voluntary pension fund or time deposit of the resources. 

Since longer time, in the western countries there are different instruments through which the citizens can affect 
increasing or improving the conditions for retirement. Improving the conditions means that the citizens can directly 
influence the height of the pension they would receive after they are retired. 
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Abstract: 
 

This paper is about the fiscal rules that govern countries in the European Union (EU) and their implications for the 
countries which are candidates for early EU accession. There are likely to be persistent and significant differences 
among EU members in the growth rates of real GDP and in the rates of inflation, because enlargement will 
substantially increase the structural diversity of the economies inside the European Union. In this paper is argued that 
existing fiscal rules are ill equipped to deal with the increasing economic diversity of EU member countries. All new 
EU members will automatically, upon entry in the EU, be bound by the rules of the Stability and Growth Pact (the Pact) 
and the Broad Economic Policy Guidelines (BEPGs). In this paper are suggested ways of amending and improving 
fiscal-financial rules of the Stability and Growth Pact so as to enhance fiscal-financial sustainability and 
macroeconomic stability. The likely early addition to EU membership roll of eight EBRD countries of operation, and a- 
fortiori the later accession of Bulgaria and Romania and the eventual accession of the remaining South East European 
countries will, however, increase the importance of addressing the problems that will be encountered when the one- 
size-fits-all fiscal-financial criteria of the Stability and Growth Pact and the Maastricht Treaty are confronted with the 
heterogeneous real economic structures of an enlarged EU. We do not argue that countries with markedly distinct real 
economic structures cannot all prosper in the European Union. They will prosper, provided proper allowance is made 
in the design of fiscal-financial rules for marked differences in economic structure. We also do not argue that countries 
with very difference real economic structures should not join together in a monetary union or that there should be any 
protracted delay between EU accession and EMU membership for the leading cohort of current accession candidates. 

 
Keywords: Fiscal Sustainability Macroeconomic Stability 

JEL Classification: E0, E19. 
 

1. Fiscal Sustainability and Macroeconomic Stability in EU 

1.1. Framework for fiscal policies. 
 

The purpose of the framework for fiscal policies of the Member States is to fulfil the Treaty objective of 
securing sound public finances in the context of deeper economic integration, in particular within Economic and 
Monetary Union (EMU).Rules outlining a common framework for national fiscal policies were introduced into EU Law 
in the Treaty of Maastricht as an essential element of the preparations for the completion of EMU.Although national 
sovereignty in the field of fiscal policy was maintained, the autonomy of Member States was reduced by the 
convergency criteria, with which they had to comply in order to be allowed to adopt the euro. 

European Union has settled on an original framework to manage public finances, called the Stability and 
Growth Pact (SGP). It defines two sets of fiscal rules: 

The first one is the Excessive deficit procedure (EDP. The purpose of the procedure is to ensure that excessive 
deficits are promptly corrected.In normal circumstances, a general government deficit exceeding the reference value of 
3% of gross domestic product (GDP) at market prices is considered excessive. 
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Abstract: 
 

High-quality financial reporting is the foundation of a functioning market economy and the basis of a healthy 
financial system. Quality financial reporting in Republic of Macedonia depends on the adoption and 
application of a variety of benchmarks, standards, codes and practices. Improving the quality of financial 
reporting will have a significant and positive impact on the economy by: 1) reducing the risk of crisis in the 
financial market and related adverse economic impacts by strengthening the domestic financial architecture; 2) 
contributing to foreign direct and portfolio investment and helping to mobilize domestic savings; 3) helping the 
access of small enterprises to loans from the financial sector by reducing the high costs of information and 
borrowing; 4) enabling investors to properly assess business perspectives by informed investment and voting 
decisions, resulting in lower cost of capital and better allocation of resources; 5) allowing shareholders and 
public to assess the success of the management of enterprises, which promote active development of capital 
markets, and 6) supporting economic integration regionally and globally. 
The priority goals of this paper are to mark the activities and actions necessary to achieve the previously 
mention benefits, such as: 1) improving the framework for financial reporting; 2) strengthening the key 
stakeholders in the framework for financial reporting; 3) supporting the auditing profession; and 4) 
supporting education, training and public awareness. 

Keywords: financial reporting, accounting, auditing, standards, framework, 
 

JEL Classification: G19. 
 

1. Improving the framework for financial reporting 

Achieving a consistent, predictable and practical framework for financial reporting is one of the key 
benchmarks for a healthy financial system. In developing the framework for financial reporting, primary goal is to 
provide a balanced approach between the financial reporting and audit requirements, that will meet the needs of the 
various users of financial information, will be consistent and predictable, and, what is more important, will not imposes 
unnecessary burdens on the corporate sector. Creating high quality regulatory and institutional framework for 
accounting and auditing, requires reform in Macedonian legal framework, institutions and accounting profession, as 
well as changes in its accounting, auditing and business culture. Strengthening the legal and institutional framework for 
financial reporting is guided by a primary benchmark, i.e. acquis communautaire of EU complemented with 
International Financial Reporting Standards (IFRS), International Standards on Auditing (ISA) and international good 
practice. 

Alignment of current financial reporting requirements in laws and regulations with those of the acquis 
communautaire will encourage the development of a significantly improved financial reporting framework in 
Macedonia. The relevance of the acquis communautaire for Macedonia is bilayer. First, it is a high quality model for the 
regulation of accounting and auditing, which can be applied in countries with different characteristics. Second, the 
adoption of the acquis communautaire related to accounting and auditing, supports the strategy of Macedonia to become 
part of the European Union. This is of even greater importance after the EU granted Macedonia candidate status.81 

 
 

 
81 http://ec.europa.eu/enlargement/candidate-countries, accessed on August 2012 
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Abstract: 

The word revision comes from the Latin word audire - to listen. The auditor is defined as a listener: one who reviewed 
the bills. Internal audit is a systematic, objective evaluation by the internal auditors of various activities and controls 
within an organization to determine whether: the financial and operating information is accurate and reliable; risks for 
the enterprise are identified and minimized; follow external regulations and generally accepted internal policies and 
procedures; satisfied the relevant criteria of performance; resources used in an efficient and economical manner and 
purpose of the organization are met in an effective manner - all in order to ensure consultation with management and to 
help members the organization in relation to the effective fulfillment of their management responsibilities. This 
definition not only indicate the role and objectives of internal auditors, but it identifies the opportunities and 
responsibilities. Internal audit must have professional guidance and be technically competent. Given that the review 
does not work in a vacuum, senior management of the audit must well know the working environment of the 
organization. Ideally staff audit should have previous experience of management and should not spend their entire 
career in internal audit because without such experience would not have a realistic idea of what is actually managing 
the organization. Internal audit may well not function if there are stable systems of governance and accountability. 
Therefore, in these circumstances that the reports to top management should focus on providing and implementing 
recommendations that will seek to ensure: the separation of managerial and political roles, a high level of integrity and 
ethical standards, quality planning and assessment risks and building a strong and reliable financial systems and 
internal controls that management becomes aware that it is responsible for the operation of internal controls. This 
paper deals with precisely the issue of professional ethics in the auditing profession. 

Keywords: audit, ethics, behavior. 
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1. Theoretical overview of the importance of professional ethics in the auditing profession 

 
The word audit comes from the Latin word audire - to listen. The auditor is defined as a listener: one who 

reviews bills. Increased trade during the 19th century demanded a growing funding provided by multiple investors. 
Thus began the practice of jointly owned companies and the formation of limited liability companies. Owners employed 
managers to manage their enterprises and managers gave a report on their work, normally once a year. Investors usually 
do not know nothing or very little about the business you invested and therefore could not know anything about the 
reliability of financial reporting who tolerated managers. 
Therefore, they nominate a third independent person to review the accounts, you will explore and perform checks when 
necessary, in order to give its opinion on the admissibility. The financial statements were submitted after the oral route, 
and after Honourable listener tell hiss opinion. These students later became known as auditors. With the expansion of 
business activities, lips financial reports passed in writing, but the name of auditor, listener has not changed. 
Internal Audit in the book Sawyer stated the following definition to describe the wide, unlimited range of modern 
internal audit: 
Internal audit is a systematic, objective assessment by the internal auditors of the various activities and controls within 
an organization in order to determine whether: 
(1) financial and operating information is accurate and reliable; 
(2) the risks of the company are identified and minimized; 
(3) monitor the external regulations and generally accepted internal policies and procedures; 
(4) the appropriate criteria are met performance; 
(5) resources are used in an efficient and economical way 
(6) The organization's objectives are met in an effective manner - all in order to ensure consultation with management 
and to assist members of the organization in relation to the effective fulfillment of their managerial responsibilities. 
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Abstract: 

The status of public administration, and its adjustment to rapidly changing needs of society and government, is 
currently a universal debate in European countries. The Albanian government has committed itself to walk into the path 
of European integration. With its aim of EU membership, the Government and the EU have identified public 
administration reform as a basic priority to achieve this membership. 
Purposes or objectives: The paper analyzes main aspects of public administration reform in Albania during the last 
decade, focusing especially on trends and restructuring strategies to achieve European standards and requirements. At 
the beginning of this study, we are going to describe briefly the principal issues of this sector, a general view of the past 
and the critical moments to be rebuilt. A narrative approach is employed to analyze essential characteristics of the new 
law on "Status of the Civil Servants” and on “Organization and Functioning of Public Administration". An important 
moment of our study will be to highlight the main rules on modernizing the process of a “Good Administration” as an 
inclusive concept. 
Methodology & Conclusions 
Primary search in the form of interviews and close contacts to the managers/directors of central and local public 
institutions and secondary search reviewing of recent reports, previous statistics, papers and articles of the field. 
Finally the paper concludes by emphasizing the necessity of the reform through the strategy with a series of changes not 
only in law, procedures or policies ,but also recommending a strict attention to the human resources management as 
the most substantial asset of the implementation. 

 
 

Key Words: Public Administration Reform, Good Administration, EU integration, Modernizing Standards, Law on 
CSS 

JEL Classification: H190; H830 
 

ABBREVIATIONS 

CSR -Civil Service Reform 
CSS -Civil Servant Status 
CSC -Civil Service Commission 
DoPA -Department of Public Administration 
HRM  -Human Resources Management 
PAR  -Public Administration Reform 

1. Principal Issues and Areas for Support 
 

An efficient, responsive, transparent and accountable public administration is not only of paramount importance for the 
proper functioning of a nation, it is a central part of democratic governance and also the basic means through which 
government strategies to achieve the integration goals can be implemented. But, most important of all, an established 
non-partisan civil service is vital to democracy as it makes peaceful and orderly political succession possible, and thus 
genuine pluralism.Also, because the public administration is one of the main vehicles through which the relationship 
between the state and civil society and the private sector is realized, supporting Public Administration Reform (PAR) is 
a means towards achieving higher-order development goals, particularly equitable growth, poverty reduction, peace and 
stability. Capacity development in the public administration needs to be addressed at three levels: the individual level, 
the institutional level, and the societal level. At the individual level it involves establishing the conditions under which 
civil servants are able to embark on a continuous process of learning and adapting to change – building on existing 
knowledge and skills and enhancing and using them in new directions. 
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Abstract: 

In this study we are going to explain the achievments made in Albania regarding the Intellectual Property in accounting 
and the developments made to protect this right from the Albanian authorities and respective institutions. 
We will begin the intruduction of the implementation of the intellectual property in Albania with a brief history of the 
legislation that protect it and respective accounting standarts applied in Albania and the difficlties in immplementing 
them. 
We will consider each institution in detail involved in the managment of intellectual property by giving the progress 
that they have made in reaching the objectives in the field and the goals that they have in the incomng years. 
The informations gathered will be displayed in charts and tables cmparable with other years to come to clear 
conclusions. 
An important part of our study will be the economical aspect of the Intellectual property and the immortant role that it 
has in the Albanian actual economical system .We will give information of the registered trademarks and patents in 
Albania by each year and the explain by qyestionaries the immportance of Intellectual Property from the aspect of the 
Albanian businessmen. 
Examples will be given to support the ideas and theorical aspects showed in the study in order to explain the actuality 
of the Albanian market compared with the global trends of the field. 
The methodology used in the preparation of this paper will be that of the utilizing the foreign and national literature , 
and the utilization of the questionnaires . 
The conclusions and the recommendations for the Albanian market will be the final part of this paper. 

Key words : Intellectual property, ALPTO ,IAS 38 , Albanian IP strategy , trademark value. 
 

JEL Classification: M49. 
 
 

Introduction 

The legal regulations concerning the protection of the intellectual property is a key element for the right competition 
development in every social and economic aspect of a nation. In the universal declaration for the human rights is stated 
that “Everyone has the right to protect his moral or economic interests that are consequence from every scientific , 
economic or artistic work , author of whom is him his self” 

 
In today’s economic system we can see that the intellectual property is becoming more valuable then the material 
products. The rough competition to make better and more efficient products or services has made that each inventor or 
producer ,not to simply deliver a product but also to find alternative ways to make the product more efficient or wanted 
from the consumer. 
On this purpose the scientific innovations in products the patents , the brand name logo, or special design will 
distinguish a certain product from those of the competitors and lead through the rough global competition . Once 
becoming the leader of the competition its obvious that the earning power will increase and the intellectual property 
holder will satisfy it’s moral and material interest from his/her creation or invention. 
Today we can see that the importance of the intellectual property is in the focus of the successful investitures , just 
checking the most successful companies in the world today , we observe that mostly their earning power comes from 
their brands, just having a look at the most valuable trademark ranking worldwide we can see that the value of the 
biggest companies is the brand name value. Below are listed 10 most valuable brands of the world according to 
FORBES 2012 list : 
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Abstract : 
 

The current economic crisis has highlighted that a well-functioning financial system is significantly important for 
economic growth. The financial system make possible an economy to be more productive as it permits the investors with 
less resources to use savings from those with few willingness of investing. Several studies demonstrate the existence of a 
significant relation between the business cycle and bank profitability. Since the last financial crisis weak balance sheets 
have increased the risk, thus resulting in an unprecedented rise in non-performing loans and credit-related write-offs in 
mortgage lending. Based on aggregate data of the banking sector in a our country we will try to evaluate the relation 
between bank profitability, economic growth and mortgage lending supply. Among the different components which 
define bank profits, more than one may be responsible for the co-movement with the business cycle. 

Keywords: bank profitability, business cycle, economy growth, mortgage lending. 
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1. Introduction. 

The current economic crisis has highlighted that a well-functioning financial system is significantly important 
for economic growth. The financial system enables an economy to be more productive as it allows investors with few 
resources to use savings from those with few prospects of investing. In this context, it is crucial to know what drives 
bank profitability. Higher profitability not only allows banks to generate funds to grant more credit to the economy, but 
is also important for regulators as it guarantees more flexible capital ratios, even in a riskier business environment. In 
addition, bank profitability must also lead to fair returns for its shareholders. To better understand the underlying 
mechanisms of bank performance in Albania for research purposes, some additional background information is required. 
By the end of 2011, the total assets of the Albanian banking system reached the level of 1,120.2 mil ALL which are 
84.8% of the GDP. 
Tables-1 

 
* Data on loans do not include accrued interests. 

Source: Bank of Albania 
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Abstract: 

The relationship between capital structure and firm performance has been the subject of debate of earlier and actual 
studies. This debate consist on whether there is an optimal capital structure for a firm or whether the use of debt is 
irrelevant to the firm’s performance or value as Modigliani-Miller theory of 1958 suggest. Many studies are focused on 
optimal capital structure and each firm has an optimal (target) capital structure, defined as that mix of debt, preferred 
and common equity that causes its stock price to be maximized. This paper provides a brief review of literature of the 
main capital structure theories .The paper also provides review of literature of different studies which have proved the 
existence of a relationship between capital structure and firm performance. 

Keywords: Capital Structure; Modigliani and Miller Theory; Trade off Theory; Pecking Order Theory and Agency 
Theory; Firm Performance. 
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1. Introduction. 

According to Brigham and Ehrhardt (2008) capital structure refers to the firm’s mixture of debt and equity. 
Firms may raise funds from external sources or plow back profits rather than distribute them to shareholders. In reality, 
capital structure may be more complex including different sources. 

The Modigliani-Miller theorem in 1958 forms the basis of further studies on capital structure. The theorem 
states that, in a perfect market, how a firm is financed is irrelevant to its value. For this reason their theorem is called 
“The Irrelevance Theorem” (Modigliani and  Miller , 1958). But in the real world capital structure is relevant, that is, a 
company's value is affected by the capital structure it employs. 

Many studies are focused on optimal capital structure and each firm has an optimal (target) capital structure, 
defined as that mix of debt, preferred and common equity that causes its stock price to be maximized. Therefore a 
value-maximizing firm will establish an optimal capital structure and then raise new capital in a manner that will keep 
the actual capital structure on target over time (Brigham and Ehrhardt 2008). 

Myers (1984) takes another position in contrast to earlier studies saying that different capital structure theories 
don't seem to explain actual financing behavior, and it seems presumptuous to advise firms on optimal capital structure 
when we are so far from explaining actual decisions. De Wet (2006) proved that at the financial structure that yields the 
lowest WACC, the value of the firm as a whole is also maximized .So according to his study he identified a correlation 
between the increase in firm’s value and the optimal level of leverage and showing how the value of a firm can be 
increased with increased levels of debt. According to Rajan and Zingales (1995), profitability is negatively correlated 
with leverage and the negative influence of profitability on leverage should become stronger as firm size increases. 

And Myers (2001) writing on optimal capital structure, concludes that: ”There is no universal theory of the 
debt-equity choice and no reason to expect one (Myers, 2001). 

Hovakimian and Opler and Titman (2001) conclude that the different effect of profitability on the debt ratio 
and the debt-equity issue choice appear to be consistent with a pecking order behavior in the short-run and revision to 
the target in the long-run. This leads to the possibility that firms do not view the pecking order and trade-off theories as 
mutually exclusive and support the existence of “generalized version of the trade-off theory’’. 

The literature on the relationship between firm performance and capital structure has produced different 
results( Modigliani and Miller ,1958;Myers ,1984;Titman and Wessels, 1988; Harris and Raviv, 1990; Rajan and 
Zingales ,1995; Frank and Goyal, 2003). The starting point for all the theories on firm’s capital structure is the 
Modigliani and Miller (1958) propositions in a world of perfect capital market and no taxes. Their first 'proposition' was 
that the value of a company is independent of its capital structure. 

Their second 'proposition' stated that the cost of equity for a leveraged firm is equal to the cost of equity for an 
unleveraged firm, plus an added premium for financial risk. 
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Abstract: 

The financial sector has an important role in the process of allocation of financial resources in the economy. Disruption 
of this movement and its limitation for any reason, its failure would trigger an acute need for resources to invest in the 
economic system on the one hand and the surplus of free resource accounts, and thus unjust and inefficient growth so- 
called. "Total savings to society." Thus the efficiency of the banking industry is closely related to the positive 
development of the economy as a whole. Analysis of international experience defined as determining the application of 
a number of methods and systems derived from authentic performance level and to explore the causal relationships and 
connections stohasticity and relativity of the results. As a benchmark used official statistics announced by the central 
banks of Bulgaria and Albania, as well as databases of European institutions. 

Keywords: global economic crisis, the banking system efficiency, performance factors. 
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1. Introduction. 

 
Effective functioning of the financial system and its components play an especially important role for 

development and orderly functioning of the real sector. One of its main functions is to enable the access to financial 
resources to business accumulated free circulation of financial resources and community here - realizing the close 
connection and relationship between the state, "Effective Banking Sector", in additional income for savers - and result - 
stable state public finances. The level of economic agents ineffective functioning of the banking sector is reflected in 
the extra cost of financial operations, realizing variation from that formed due to supply and demand. This state of the 
financial services market can be dismissed economic agents to seek outside financial services national financial system, 
which would have a very adverse effect on the overall growth rate of aggregate output. The crucial problem in the 
global financial crisis when the dynamic macroeconomic environment is constantly provoking and orderly functioning 
of banks and their ability to generate income after a significant portion of their customer base suffers the effects of the 
crisis and limit the parameters of financial intermediation. Changes in banking regulation designed to limit the risks 
diverse range of proven complementary effect on the change in philosophy and geography of the banking business. 
Traditional function of providing liquidity, different times to maturity st receivables and payables is accompanied by 
measures for risk management and implementation of financial innovation. The process of 'financialisation' of social 
relations find expression through: 1. Zasilenata financial intermediation role of banks as a major source of resources for 
expanded reproduction; 2. Increase assets of the financial sector and its relationship with growth in gross domestic 
product; 3. Improved levels of leverage (measured as debt / GDP ratio). All these features are often multidimensional 
controversial, influence on the behavior of bank agents. Recapitalization banks provoke them to take more risks than 
they would traditionally suffered, which strains their assets increased demand for credit in the period before the crisis 
and competition between banks put in a position to continually innovate its product range with the only goal ascending 
process of lending to not reduced pace. "Plenty" of resources that banks operate in that period artificially lower the price, 
without the price to include the effects of the implementation of significant risks. The combined effect of all these 
factors in varying degrees and at different stages of time proved sufficient for the enhanced role of bank intermediation 
and changes the model to carry out banking business. 
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Abstract: 
Regional currency areas originated from various roots such as historical, economic and especially political reasons 
The optimum currency area (OCA) theory tries to answer one of the most difficult question : what is the optimal number 
of currencies to be used in one region. The OCA theory provides an explanation for monetary integration process in 
Europe such as the ability to explain exchange rate. Estimateing costs and benefits of adopting a common currency 
would argue Albania's access to the common currency area? In this difficulty Economic situation, the actions to adhere 
in International Organizations should follow the individual interests of the state or must reconsider against to repeal of 
the state's most powerful. Use of joint reserves offers to soften the impact by losses in foreign exchange rates, but once 
the depreciation of domestic currency even though the adjustment are proportionally distributed for a long period of 
time. Statistical methods will show the strength of the country supporting the use of a common currency or the birth of a 
new regional device. Which way supports monetary integration and how is it acceptable measures, are questions to be 
answered in the paper development. 

Keywords: Optimum Currency Area, Monetary Integration, International Organizations, Exchange rate, Ragional 
Currency and Statistic method. 
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1. History and Development of OCA Theory in the 1960s. 
 

1.1. To Fix or to Float: Friedman’s Influence. 

Theory of the optimum currency areas was fully developed during the debates of the benefits and the costs of 
the particular exchange rates regimes after the World War II. That time, most of the countries fixed their currency to 
the US Dollar which was convertible at a fixed rate into gold. Friedman (1953b) favored flexible exchange rates, 
because they serve as a better mean to absorb exogenous shocks. 

His argumentation of the adjustment to the shock was as follows: As it is commonly observed, the country’s 
prices and wages are relatively rigid and factors are immobile among the countries. As a result, under the negative 
demand or supply shock the only instrument to avoid higher inflation or unemployment is the change in the flexible 
exchange rate (that means appreciation or depreciation of the currency). This brings the economy back to the initial 
external and internal equilibrium.Under the fixed exchange rate regime there would always be the unpleasant impact 
on unemployment or inflation. that Friedman did not discourage using the fixed exchange rate regime 

 
1.2. Mundell’s Model of Shifts in Demand. 

“There is an irony, then, that the variables identified by Mundell, McKinnon, and Kenen have the least 
explanatory power for the decade in which these authors wrote”. Mundell published the article on the optimum 
currency area (OCA) defining optimum currency area as an area with internal factor mobility (including both 
interregional and inter-industrial mobility) and external factor immobility. 

 
 
 

 
90 

mailto:mirandaberdo@gmail.com
mailto:megimarku@yahoo.com
mailto:eraldberdo@gmail.com


Section II Albanian financial and banking system 

95 

 

 

 
THE BOOMERANG EFFECT OF NON-PERFORMING LOANS ON THE 

ECONOMY OF ALBANIA 

1. Eliona Gremi 
PhD Candidate 

Lecturer in the Faculty of Economics of “Aleksander Xhuvani” University, Elbasan - Albania 
e-mail: elionagremi@yahoo.com 

 
2. Nertila Korra 

Msc in Economics 
“Besa” Foundation, Loan expert 
e-mail: nertilakorra@yahoo.com 

 
Abstract: 

The main purpose of this study is to examine the impact of Non Performing Loans in overall Albanian economy. 
Through this study I want to give in details all the effects in macroeconomic variables of an economy, especially in 
Albania. In the same time I would like to describe the main factors whose causes the increasing of NPL in Albania 
banking system. Analysis is focused on dynamics of the main macro economic indicators, based on figures for the 
period 2005–2011 and forecast for 2012. The main reason that I choose to study this phenomenon is because NPL is 
one of the best indicator of credit risk in Albanian banking system, since the credit risk remain the most important part 
of total risk. Specifically, this paper will examine the financial institutions in Albania and the effects that Non- 
Performing Loans have had on the economy of Albania. It will look at the ways in which failure to repay loans by 
borrowers have affected the economy of Albania, and it will provide recommendations about possible solutions for the 
problem of Non- Performing Loans. 
Finally, some conclusions and policy recommendations are outlined, intended to get all possible solutions in how to 
reduce as much as possible the rate of Non Performing Loans in term of total loans gave by the Albanian commercial 
banks. 

 
Key words: non performing loans, macroeconomic, credit risk. 
JEL Classification: G21, G29. 

 
1. Introduction. 

The global financial crisis led to a sharp increase in the level of non-performing loans (NPLs) in the banking 
systems in Southeast Europe (SEE) and Eurasia and in Albania too. Problem loans obstacle credit channels and allover 
the economy. 

A high level of problem or non-performing loans (NPLs) makes it difficult for banks to expand their loan 
portfolio and fund profitable new businesses and creditworthy households. Gains made in increasing access to finance, 
particularly to small and medium enterprises, are undermined or reversed. This leads to lower productivity, reduces 
competitiveness and leads to misallocation of resources as credit is tied up in ailing, unprofitable enterprises and over- 
indebted households, so it has a boomerang effect in overall economy. Additionally, problem loans weaken the financial 
system on a systemic and individual institution basis by hampering earnings, liquidity and capital adequacy. 

Ultimately, high levels of problem loans in a financial sector limit or curtail opportunities for economic and 
private sector growth and job creation105. 

 
 

2. Non-Performing Loans and Economic Stability. 

Each NPL in the financial sector can be viewed as a mirror image of an ailing, unprofitable enterprise 
operating in the economy or a financially distressed household. 

 
 
 
 

 
105 EuropeanBankingCoordination“Vienna”Initiative Working Group on NPLs in Central, Eastern and Southeastern Europe March 
2012 
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Abstract: 

Intesa Sanpaolo was created on 2006 as a result of the concentration between Banca Intesa and San Paolo Imi. From 
the beginnings the aim of this group was the extension of its activity in Center Eastern Europe countries, in the 
Mediterranean seaside and in the developing countries. In these days the group owns a very strong foreign division, 
which banks occupy almost in every country of origin the first places. The objectives of the group to increase its 
presence in the Center - Eastern Europe, led to the participations acquisition of two Albanian banks: the American 
Bank of Albania (ABA) and Banca Italo Albanese (BIA). Intesa Sanpaolo represents the majority shareholder for the 
two banks, owning at about 80 percent of the stocks on 2007, aiming to buy the other 20 percent within 2009. On 
December 2007 ABA and BIA banks have realized their merger in which the first has included the second one. The new 
created bank was named Intesa Sanpaolo Bank, as the controller of both concentrated banks. This kind of operation is 
new in the Albanian contest and has never been actuated before. Thanks to this operation the Code for Corporate and 
Commercial Companies was issued, which previews an accurate discipline related to the integrations. The purpose of 
this work is to evidence the effects of the banking merger and to discuss about the importance of the foreign 
intermediaries presence in Albania. The analysis is based primarily in accounting data considered before and after the 
merger and also in mergers support theories. 

 
Key words: American Bank of Albania, Banca Intesa Sanpaolo, Banca Italo Albanese, Integration, Mergers, Financial 
Situation. 

 
JEL Classification: G210. 

 
 

• Integration  between American Bank of Albania and Banca Italo-Albanese.  
 

Bidder Target 
American Bank of Albania Banca Italo-Albanese 

 

The above mentioned summary tells us that the majority shareholder for both concentrated banks is Intesa 
Sanpaolo Group owning 80 percent of the shares in each. The extraordinary assembly of both banks decided the 
realization of the inclusive merger based on the Albanian discipline. The integration reasons are related to the fonts 
rationalization and to the costs decrease. In fact it had became unsustainable for Intesa Sanpaolo, as a majority 
shareholder, to manage the costs separately, as the banks acted as competitors. Thanks to the integration the new bank 
was named American Bank of Albania. 
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Abstract: 

It is, especially, the strong debt crisis of some European States to trigger the fear of an effect contagion on other 
national economies to cause a global crisis. This it’s a historical moment that we are living, particularly, difficult that 
seems to be prelude, however, of a bend without previous able to subvert the same way that the banks and government 
have created the finance and economy. In this context, the paper aims to examine this crisis which it is certainly the 
most studied and at the same time remains still the most unpredictable to its evolution. In view of this objective and the 
grave situation of Greece on which are pointed the eyes of the world that seams to be the focus of the contagion, a 
situation that results difficult also in others European States, the paper, being based on the analysis of EU discipline 
and financial systems of Member States and non-EU Member States, aims to analyze the consequences that would there 
be for Greece and Europe if this State exit from the EU. In consideration of this issue, the paper aims to evidence also 
the leading role in guiding the others States on the output of an emergency from the crisis, a role that it is providing the 
Germany for which arises the issue if its economy it is really very strong. The paper analyses also the delicate situation 
of others European States as Spain, Portugal, Ireland and also Italy that has a public debt. Nonetheless the overall 
economic comparison between Italy and France, it is even positive for Italy that now shows his pride at the strategy 
“Save Italy”. Meanwhile, in the EU zone grows everywhere the unemployment. In this situation it is yet an opportunity 
for the States as Albania to join the Europe? 

Key words: economic crisis, financial systems, accession, EU, Albania. 

JEL Classification: F15. 
 
 

1. Chapter 1: When the economic crisis will end? 

There is one question that everyone keeps repeating itself, with more and more frequency in recent years when 
the economic crisis will end? Venture an answer and give it to correct is like trying to win the superbingo. This joke 
actually means that, in my opinion, no one is able to specify a date for the end of the crisis. That said, however, it must 
be admitted that fascinates the attempt to answer the question without providing dates for the end of the crisis and even 
forecasts the world economy in the coming years. 

 
1.1. Section 1: The impact of the economic crisis to the economic order of European Union Member States. 

How can it be possible to make predictions even if there is only one certainty about the choices that each 
Government, in its own nation, will or can be done. Even for one country would be so many variables to consider and 
these would be to increase exponentially by combining data from two countries, therefore, imagine what would happen 
expanding the scenario on a global scale. 

Nevertheless, each day there are still those investing in stock market, home buyers and car, those who deposit 
money in the bank, etc. So there are still people who invest, who spends regardless of the crisis is confident in the future? 

Imagine that the crisis is now close to its conclusion? On the same day, however, in which some spend there 
are other, families and companies, who would rather cut on the purchases and avoid waste and others who prefer to 
bank savings and others, not trusting the banks, leaving the savings investment under the brick or mattress as it once 
was. What's more right? The answer this time is sure but it depends on what perspective you look the situation: who 
made the question? The government, banks, companies, citizens? Within each category must then examine the 
specificity of the groups and subgroups that make do with it. 
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Abstract : 

In South- Eastern Europe a general increase in fraud and a recent shift from traditional, basic forms of individual fraud 
to more sophisticated fraud schemes performed by organised criminal groups or business owners and their relatives 
has been reported in the banking systems. The sophistication and resourcefulness of fraud are increasing, particularly 
where organised crime is involved. The best way of avoiding fraud, in the Albanian banking system, is implementing 
and maintaining of an internal control system in accordance with the standards set by Basel II and fully compliant with 
the Albanian legislation in force. So, the implementation and maintenance of an internal control system is the ultimate 
responsibility of every operating bank. By acting proactively, they can be safe in an environment which attracts and will 
potentially cause fraud. Despite the circumstances, the Albanian banking system should reinforce the success factors 
and provide the standards for operations in respect of business and reputation, by paying particular attention to the 
following areas: 

• Internal Control System (in HO and branches in place/distance); 
• Follow –up of the internal control results; 
• Segregation of duties between “front & back office”; 
• Motivation related the fraud investigation; 
• Fraud identification (through civil and penal code); 
• Fraud monitoring (customer, products, activities); 
• Fraud mitigation objective (ethic rules and prevention culture); 
• The fraud management regulation establishment (from Central bank); 
• Fraud pool data sharing (which aims the banking cooperation and the practice learning). 

The fraud management regulation establishment and respective data pool sharing ensures consistency and a 
harmonised approach across all banks which operate in Albania on fraud fighting as well as contributing in a safe 
banking business. 

Keywords: Fraud Management, Internal Control Culture. 

JEL Classification: G20, G29. 
 

 
1. Introduction. 

Statistically based the fraud management culture is still primitive in the Albanian banking system and that’s 
why it can be easily become prey of the fraudsters. Actually the risks of fraud may only be increasing, as we see 
growing globalisation, more competitive markets, rapid developments in technology, and periods of economic difficulty. 
In this paper we explore on proposing to a/m system a developing strategy for prevention, detection and response to the 
fraud risk with highest standards of professionalism and the utmost integrity in dealing with all stakeholders of the 
Albanian banking system by providing also to its customers a safe banking business guaranteed from the banks control 
functions. 

 
 

2. Risk’s Management Role on Fraud Fighting 

2.1. The Fraud Psychology and the Risk Management’s Role Against It. 
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Abstract: 

Our economy as well as the economies of the region is facing difficulties in managing the microeconomic and 
macroeconomic problems. The financial crisis even in Albania did not pass as claimed by stakeholders. Our banking 
system has been quite stabilized, however one of the problems it is facing today is the decline of the quality of loans. 
This means that the quality of credit in domestic and foreign currency granted to individuals and the business sector 
has decreased significantly. In this paper it will be properly analized the performance over years of problem loans 
according to relevant categories and industries. Another important element of the paper is the identification of factors 
that have led to the decline of the quality of loans. This phenomenon has made banks more cautious in lending to 
individuals and business entities. 

Key words: problem loans, loan portfolio quality; coercive measures. 

JEL Classification: G21, G29. 

 
1. General information on the performance of loans 

According to the Financial Stability Reports, our banking system has increased its activity despite the latest financial 
crisis. As result, during 2011 the assets of banking sector increased by 13.7%. Meanwhile the loans increased by 15.5% 
in annual terms, representing 50% of total banking assets. Loans in foreign currency make up 68% of the total loan 
portfolio. The level of total loans outstanding has increased by 0.64 billion leke during January and February in 2012 
mainly due to the slight increase of loans to individuals. Meanwhile loans to business sector have remained at the same 
level as at the end of year 2011. Annual growth to private sector continued to slow down, reaching 9.9% and 9.2%, 
respectively in January and February compared to 10.4% in December 2011. In fact, the quality of loans has 
deteriorated in almost all its categories. Although with different rates, the quality of loans has deteriorated for loans in 
lek, loans in foreign currency, loans for business sector and loans for individuals. 

 
 

1.1 Quality of loans: Individuals vs Businesses 

Individuals 
According to studies perfomed by Bank of Albania, the total outstanding loans for individuals have increased. During 
this period it is noticed a higher shrae of long term loans.Individuals have decreased the share of borrowing in foreign 
currency which in December 2011 stood at 56.6% compared to 58.2% in previous year. The improvement in the lending 
to individuals is reflected even in the quality of loan portofolio to individuals, which has deteriorated at a slower pace 
compared to quality of business loans. 

 
The share of problem loans 

 
Burimi: Financial Stability Report H2 2011 
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Abstract: 

Since 1974, with the collapse of the German Herstatt Bank and the Franklin National Bank based in New York, the 
quick propagation of the financial crises showed clearly the immediate need of an international coordination and 
regulation system. The crisis had become for real unmanageable and too dangerous. The Bank for International 
Settlements (BIS), became than, the meeting place where the Basel Committee of Banking Supervision (BCBS) rose. In 
order to avoid another financial crisis the Basel Committee started compiling banking supervision accords also seen as 
recommendations on banking regulations based on international convergence of capital measurements and standards. 
Detecting this topic, the work done in this article, emphasizes precisely the need of the creation and the evolution of 
these international regulations. Indeed, each financial crisis that the world has experiences has brought its problems 
but also, after long studies, has brought several answers and solutions. Between 1975-1988, the creation and 
implementation of the Basel I accord, perfectly fulfilled the market needs and provided a financial harmony, which 
lasted unfortunately only until the next crises. The events of 1990-2000 with the propagation of several bankruptcies 
presented the time for an upgrade of the international banking regulatory system. With the Basel II accord in 2004, the 
leaks of the first one were filled, but yet the system was incomplete. The financial crisis of 2008 proved the Basel II 
accord wrong; there was once again failure of the international market harmony. The question stands, what will 
provide the Basel III accord? Is the international financial environment finally going to find the right equilibrium? In 
order to answer these questions, the work presented in this article will provide a “guided tour” through the components 
and pillars of the Basel III accord, but also its objective is to compare and contrast the accords with the intention to 
highlight the improvements reached. 

Key words: Financial crisis, Basel Committee of Banking Supervision, banking regulatory accords, international 
capital measurements and standards. 

 
JEL Classification: E44, E52. 

 
• Financial situation and Banking Regulations 

 
• The need, introduction. 

Many finance orientated people would recognize that the term “Basel” is well-known for the fact of being an accord on 
banking supervision rather than for the beauty of the city itself (Basel, Switzerland). In fact, beneath the Bank for 
International Settlements, (BIS), lays the Basel Committee on Banking Supervision, BCBS, created and supervised by 
the governors of the G10 countries (nowadays we find implications and applications far beyond the original members). 
Since 1974 this Committee has achieved several international convergences and cooperation regarding the regulation of 
the banking system. In fact, in the ‘70, the globalization and international financial intermediation had bloomed. Ipso 
facto, with the advantages of international banking, the problems came along. As we can well imagine, to merge 
borders and go international comes in package with the “dominoes effect” in case of a single collapse. If one bank goes 
down, all banks go down. 

The aim of this paper resides on revealing the importance of the international banking regulations and supervision. Why, 
in the first place there was found the urge of its creation and then the steps made till the day that we speak. In fact the 
international banking agreements, have passed through different steps, have proved themselves wrong or right, and as a 
result several improvements and adaptations have been made. These changes constitute the core of the work presented 
in this article, underlining the scientific problem of how to prevent financial crisis. 
The methodology used for this article, lays on a widely spread qualitative research on, official documentation, opinion 
based working papers as well as reality observation working papers, and the several comparisons made. We have today 
a history of three Basel accords, and you will be able to find above in the article, the historic path of the creation of the 
first accord, the passage to Basel II and finally, the article concludes with the actual improvement of the brand new 
Basel III accord and its anticipations on avoiding crisis and creating standards for financial stability and harmony. 

 

 
123 

mailto:avis.andoni.al@gmail.com


Section II Albanian financial and banking system 

130 

 

 

 
ANALYSIS ALAN –REYNOLDS, THE FISCAL-MONETARY POLICY MIX 

 
 

1. Alda Papamihali, Msc Student 

Economic Faculty, “Aleksander Zhuvani” University, Elbasan – Albania 

email: ira.papamihali@bankacredins.com 

 
2. Ira Papamihali Msc Student 

Economic Faculty, “Aleksander Zhuvani” University, Elbasan – Albania 

email: alda.papamihali@yahoo.com 

 
Abstract: 

There are two kinds of policies that can be used in a macroeconomic view, the monetary policy that is implemented by 
the Central Bank and Fiscal Policy that is implemented by the Government. One of the most important debates of all 
times in macroeconomics is about the effectiveness of monetary and fiscal policy. Which is more effective the fiscal or 
the monetary policy?One of the economists who is a supporter of Monetary Policy is Alan Reynolds. He is a supply-side 
economist. In his paper (Reynolds, 2001) he tries to explain the significance of the Central Bank policies and criticizes 
the so called fiscalists. He begins with a short overview of the macroeconomics opinion during the postwar era. At that 
time monetary policy was not seen as an important tool that could be used to solve the macroeconomic problems of 
countries. The main function of this institution was to keep the interest rates low enough to enable the government to 
borrow money. The inflation could be fought only with fiscal policy, with surtaxes and the control of wages and prices. 
One interesting thing is the difference between Tobin and Mundell ideas. The higher tax rates and fast money growth 
during the 70s produced stagflation. This increased the attention in monetary policy. Tobin developed a theory, called 
the “funnel theory”. This theory has the name “funnel theory” because according to Tobin the use of monetary or fiscal 
stimulus would cause a faster growth of nominal GDP. If the economy is below the full employment the faster growth 
of nominal GDP will cause faster growth of real GDP. If the economy is above the full employment, the workers will 
demand higher wages and this will be a pressure for increasing inflation. This will require the control of wages and 
prices. 

Key words: macroecnomic, interest rates, tax rates. 
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Abstract: 

Corporate reputation is one of the unused resources of many companies. Key people who assess corporate reputation, 
especially consumers, employees, stakeholders, competitors and others are that have an impact on the business sector. 
Corporate reputation plays a major role in achieving the objectives of each organization. It is very difficult to build a 
good reputation in the eyes of consumers and other stakeholders. But also once built a reputation very difficult to 
change. Each company in its business faces a number of different stakeholders. What is most important to determine is 
which of all these stakeholders are key to the company and work with them to be well managed. Management is 
working with stakeholders that never ends, and is aimed at balancing and integration of multiple connections and tasks 
arising from the interrelationships of the stakeholders. Each company is interested in building a sustainable and 
profitable relationship with its stakeholders. Good relations with customers and business partners, healthy corporate 
reputation, satisfied employees and efficient internal process to define the winners in today's global economy. Most of 
profitable companies have strong long term relationships with their stakeholders. As stakeholders on the Company 
Profile which can to some extent affect include: employees, its management, strategic partners and internal processes 
taking place in the Company Profile. On the other hand, are stakeholders on which company does leather affect and 
include: customers, distributors, suppliers and shareholders. Finally, the behavior of all these influences creating 
corporate reputation. 

Key words: corporation, brand, reputation, stakeholders, strategy. 
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1.1 Importance of corporate branding. 

Many companies have realized the fact that in order to maintain competitive advantage in the market, it is not 
enough just to have a branded product. Necessary and the company has its own distinctive stamp. It is necessary to 
build a corporate brand. Namely, when a brand will reach 80% of consumers, he starts experiencing stagnation. 
Therefore, it is necessary to go further. In fact many companies have based their growth and brand-based products have 
now decided to build a corporate brand in order to make their actions, values and mission prominent. There is another 
very important reason why companies are turning to corporate brand, and it is chosen reputation. Companies have 
become very sensitive about their reputation. Reputation shows that, although the company has many different 
stakeholder - stakeholders, SKOJ of them responding to a particular aspect of it, in fact they are all concerned company 
to meet their expectations. Reputation takes the company as a whole. 

Since changes reputation affect all stakeholders, Fombrun has detect 6 kinds of factors or pillars that affect 
corporate reputation: 
- Emotional appeal (trust, loyalty and admiration); 
- Products and services (quality, innovation); 
- Vision and leadership; 
- Workplace and quality (good management, superb staff); 
- Financial performance; 
- Social responsibility. 

Many companies can not secure growth and development only of the activities of stakeholders. Is necessary to 
build a good reputation. In an attempt to define corporate reputation, in the literature there are several definitions of the 
authors, including the following: Corporate reputation is founded judgment on the basis of corporate identity and image 
of the organization. 
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Abstract: 

Purpose of this paper is the management of banking activities in order to avoid imbalances. The main purpose is the 
display method of operation that applies to countries with lower financial market. Method of operation is a theoretical 
approach and understanding of the management structure in banking institutions, and the outcome is to show that 
working in banks must be followed by consistent monitoring of the regulations and has exactly coordinated and strict 
control. The paper has consistent form. The significance of this paper is great for countries where financial markets are 
less developed. Meaning is important because in these economies shocks to the global financial markets have affected 
to them but they are small countries and they have small opportunities to avoid the imbalances. 

Keywords: bank regulation, financial regulation, monitoring, risk management. 
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1. LEGAL FRAME OF THE FINANCIAL REGULATION IN THE BANK SECTOR 

The legal frame of the regulation in the bank sector is usually based on laws, statutes, acts and other, which strictly 
determine the work of these institutions and their authorities. The control of the banks in different countries is delegated 
differently, therefore somewhere is on central level and somewhere is divided by regions. 

 
Restrictive policy is performing by the aspect of opening new banks, issuing working permits, affiliations etc. By 
deciding to give or not control, the monitors in the USA start by two criteria pointed from PhD. Ljupcho Trpeski (2003): 
quality and need (p.375) . The control is performed through federal agencies: Monitor of the monetary system, Central 
Bank of the USA and Federal insurance corporation. In frames of the European Union, financial regulation through the 
European central bank is performed through the Executive board and the General council. Above them is the 
Management council, but the Executive board has the part of regulator of the financial system, and the General council 
collects data and statistic information, prepares standardizing rules and lays down employment conditions of the 
personnel of the ECB. In Germany, the control is executed in two lines from Ph.D Ljupcho Trpeski (2003): line of the 
state and Central bank (p. 406). The control in this country is very firm and pointed through the statute of the banks, 
overstepping the authorities, proper applying of the credits, change of capital, division of the effectuated income, how 
are executed the bank’s obligations to the state, the work of the Management board, the work of the bank’s management 
and other. In this country the banks are obliged to report the intention with their capital to found some bank, for the 
intention of any change of the bank’s statute and the change of the amount of their own capital. In Great Britain, the 
control is also performed by the Central Bank, and the supervision is appointed to the Financial Supervisory Authority. 
France, a country member of the EU, has especially and mostly contained the control of their bank system in 
responsibility of the Central Bank of France. Switzerland is a country with special position, especially from her 
tempting part in banking through the history. Ph.D Ljupcho Trpeski (2003) also point that the banking system in 
Switzerland is contained by the next types of banks (415): 

• Big banks 
• Cantonal banks 
• Regional and savings banks 
• Credit associations 
• Commercial banks 
• Banks for securities 
• Small credit banks 
• Affiliates of foreign banks (around 16 affiliates of foreign banks and 134 foreign banks) 
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Abstract: 
 

Corruption has been evidenced as a problem in many new democracies and especially in developing 
countries which are facing a transition phase from a nondemocratic country to a democratic country. This 
paper aims at providing an analysis of corruption as the main indicator of the political stability in Albania. 
Corruption as a persistent phenomenon and its relationship to the overall political stability of Albania is 
discussed through the use of quantitative and qualitative data. Moreover, corruption is also considered by 
many authors as an influencing factor of economic growth, by so reflecting the political stability of a 
country. That is why, this paper is focused on examining the relationship between corruption and the 
economic growth in the lenses of the country’s political stability. It follows with offering a general 
overview of the case of Albania considering this logic. The data shows that considerable levels of 
corruption affect negatively the economic growth, especially when the political stability of the country is 
not high enough as in the case of consolidated democracies. 

 
Key words: corruption, political stability, economic growth, transition to democracy. 
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1. Introduction. 
 

Corruption has been around for a very long time and will be around in the future unless 
governments can figure out effective ways to combat it108. This is how Mauro, a well-known author for his 
analyzes on corruption evaluates the general world situation about it. Nowadays, corruption is one of the 
most important issues that governments are dealing with. It is perceived as a phenomenon present not only 
in developing countries but also in well-developed countries despite the type of the political regime that 
these countries have. Thus, corruption has caught the attention not only of states, but also of international 
organizations which are putting pressures on governments for taking the right measures to fight it. 

The high emphasis and importance that this issue has had and will continue to have on the good 
and efficient governance, has led to considerable research not only by political scientists, but also by 
economists, especially after the 1990’s. What was becoming different in the mid-1990s was the 
international community's willingness to discuss issues of corruption in an open and transparent manner109. 

Defined as the abuse of public office for private benefit (Johnston, 1998, pg.89), corruption might 
be caused by different factors and it might result in a variety of consequences. 

 
 

 
108 Mauro, P. (1997), “Why worry about corruption”, International Monetary Fund, pg. 1/ 
http://www.imf.org/external/pubs/ft/issues6/issue6.pdf/Accessed on August 11th, 2012. 
109 Mauro, P. (2007), “World Bank Researchers and the Study of Corruption”, Journal of World Affairs, 
13(2):.2. 
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Abstract 

 
The traditional model of not transparent administration today disappears step by step. Citizens are 
increasingly becoming an equal entity with state institutions which have responsibility to ensure protection 
of their rights, accountability, openness and transparency in its operations - as the basic principles upon 
which rests the principle of good governance. Therefore, adoption of a law of free access to public 
information in many countries in the world which seek to enhance democracy in their societies today is a 
trend (process) that can not stop. Nowadays, countries that don’t have such a law can not claim that they 
have full democracy. One of the reasons for passing this law is reducing corruption. Corruption is based 
on secrecy. Citizens and institutions become corrupted when the public has no insight into their work. If the 
work of public institutions is transparent and offered for public inspection, then the chance for them to be 
corrupt is smaller. Republic of Macedonia has adopted the Law of free access to public information in 
2006. This paper analyzes the law and its application; the situation in Macedonia after the adoption of the 
law; concluding that despite some inconsistencies, the law has contributed to increasing transparency and 
reducing corruption. 

Keywords: Free access, information, transparency, corruption. 
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Introduction 

Transparency is one of the highest qualities of democracy based on ethics and good governance 
where the interests and needs are focused on the citizens. It is a set of policies, practices and procedures 
that allow citizens to have access to documents and information in public administration, finance, 
employment in public administration, etc., as well as to review the operations of government. 

“Open government”, as the value of highly developed democratic societies, and extremely 
important standard in the functioning of the administration, means a high level of transparency. This means 
that public administration is available for testing from outside and that everyone has a right to know the 
reasons which led to a particular decision or action of the administration, especially if the citizens are 
affected by decisions. 

In order to establish and implement the principles of the concept of good governance (involvement 
and participation of the citizens; rule of law; transparency; responsiveness; consensus oriented; equality and 
inclusiveness; effectiveness and efficiency; accountability) the adoption of the Law on Free Access to 
Information is a trend in the world today. As a matter of fact, the countries that haven’t adopted these laws 
yet are considered to be far from the fundamentals of democracy, especially from the principles of 
establishing good governance. 

 
1.1 Fundamentals. 

 
Freedom of information – FOI or the right to access information is defined as a universal right to 

access information which is owned by the public institutions. 
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Abstract: 

 
The transition process in Albania has revealed a number of problems, one of which is corruption. By 
signing the Stabilization-Association Agreement between Albania and European Union, this sharpened and 
emerged the problems of Albanian society. Obviously the fighting of corruption was one of the fundamental 
conditions that Albania had to implement to achieve its aspirations for membership in EU. Stemming from 
this, we decided to analyze this issue in order to provide a clearer picture of the phenomenon and we 
thought to analyze it in 4 different aspects. Firstly, we will present an overview of the phenomenon of 
corruption by making a general conspectus of it. Secondly, we will handle corruption by looking how has it 
changed throughout the Albanian history, divided into different stages. Then we will write a detailed 
analysis of specific types of corruption offences acording to the current legislation of Albania. Finally, we 
are going to treat corruption acording to the internation framework in order to give the relevant 
conclusions. 

 
Keywords: corruption, economic crime, transparency, money laundering. 

 
JEL Classification: K19. 

 
 

1. General conceptualizations about corruption. 
 

The word corruptions come from the word “corrumpere”, which means damage, destroy, ruin, 
falsify and give or take bribes. Based on the Albanian literature, to bribe means to brake the law, making 
other people act against the rules of their position/job, by offering them different types of rewards like 
money, favours etc.If we deeper in the history of our society, we will realize that corruption has always 
been an unseparate part of it, during all the times, regardless the different ways which has appeared. There 
have been many talks about corruption since the period of Antiquity, with the great philosopher such as 
Aristotel, or even before if we refer to the Old Empire of Syria. Nevertheless even though corruption was 
obvious and active there has not been a clear definition at that time which would be accepted by all. It is 
easily understandable that corruption is a deviant behavior, that just to archieve what it wants its “willing” 
to go against the right, logical and reasonable way of behavior. Corruption itself strikes in the heart of the 
economy, by disrupting the decision making and by results the performance of the economy itself would be 
lowerd. The most disturbing part is shown at the public sector where there is a high level of indifference, 
which allows bigger opportunities for corruption to take place. 
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Abstract: 

The electronic marketing In recent years is being applied more and more in the production sector in 
Kosova market. This has come as a result of low expenses, and the use of information technology by the 
population. Promoting products through E-marketing in manufacturing companies, in this case those of 
drinks in the market of Kosova is considered as a very convenient and a quick form to get to the customer. 
This research will bring different ways of promotion through E-marketing, which are being applied by 
manufacturing companies, particularly those producing drinks in the market of  Kosova. 
What are the costs required by the application of these promotional form? How much do companies 
applying E-marketing save from their budget? How much do companies benefit during the application of 
E-marketing ? etc are some of the questions in this research. Case study in this research will be the 
company producing drinks in Kosova "BIBITA" which applies E-marketing in all its promotional 
campaigns. The purpose of this research is the sensibilization of manufacturing companies on the 
opportunities offered by E-marketing to promote their products. This scientific paper applies quantitative 
and qualitative methods of research. These two methods serve us to analyze the facts related to the 
promotion of drinks in the Kosova market via E-Marekting. Resulting recommendations in this research 
relate to the concrete and advanced and advanced E-marketing forms to manufacturing companies. 
How necessary is the application of E-marketing, which are opportunities for companies to save their 
budget, how are new consumers won through E-marketing etc, all those will be shown on this research 
associated with case studies. 

Key words: E-Marketing, market, products, company, internet 
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Abstract: 

 
The aim of this paper is to define the impact that will have application of e-commerce in managerial 
accounting in Albania. The prime objective of this study is to reflect the effect that has brought application 
of e-commerce in the world countries in accounting field for define the changes and effects that will have 
application of virtual commerce in managerial accounting in Albania. Now, from financial international 
institutions application of e-commerce in promoted like one of the ways to overcome economic crisis. But, 
except the effects in other economic fields, application of virtual commerce affect also managerial 
accounting. In this context, primary in the study I will analyze the factors of e-commerce that have 
influenced in managerial accounting in the countries that already apply virtual commerce for determine the 
changes that may occur in Albania. For take reliable results from this study I will analyze also the 
accounting experts’ opinions about the effect of e-commerce application in their work. In order to reflect 
only the impact in accounting field and to not complicate the analysis in this paper I will not be focused in 
the effect that cause virtual trade in other areas of the economy. 

Keywords: E-commerce, accounting experts, Albanian businesses, professionals organizations, managerial 
accounting 
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Abstract: 

Electronic commerce has not been as successful as expected by many companies in the business-to- 
consumer sector. Theories from information systems and strategic marketing are integrated to develop a 
framework for understanding the direct, mediated, and moderated influences of contextual marketing and 
customer-orientation strategy on site satisfaction. The present study is an initial, exploratory step in 
empirically investigating the associations between the perceived importance of contextual marketing and e- 
business customer orientation strategies, and user satisfaction with Internet storefronts. It also studies the 
link between off-line business strategy (market/customer orientation) and on-line commerce development. 
Departing from the simple linear association approach, it investigates the moderating role of privacy 
concerns and site design complexity and the mediating role of perceived site value. The framework of the 
study integrates business theories such as contextual marketing and privacy concerns in information 
systems, customer orientation in strategic marketing, and site value in advertising. Empirical testing shows 
that customers perceived contextual marketing and customer-oriented strategies are associated with site 
satisfaction and loyalty. Departing from the simple linear association approach, the study also investigates 
the moderating role of privacy concerns and site design complexity and the mediating role of perceived site 
value. It finds that the influence of contextual marketing and customer-orientation strategy on site 
satisfaction is moderated by the perceived complexity of the site design but not by consumer privacy 
concerns. These influences may also be mediated by perceived site value. Overall, the contextual marketing 
approach of providing personalized, real-time information to customers at the point of need will obtain 
competitive advantage in e-commerce. 

Key words : consumer behavior, contextual marketing, customer orientation, Internet marketing, privacy 
concerns. 
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Abstract: 

Travel and Tourism is one of the main industries in Albania with 21.8% total contribution to GDB in 2011. 
The Internet as new and highly interactive medium enables Albanian travel providers to reach and 
communicate with numerous prospective clients all around the world and significantly increasing their 
revenue. According to latest studies, the most important traffic sources for web sites in most industries are 
search engines and social media sites like Google and Facebook (respectively).There are different 
strategies and methods available to web site owners for reaching internet users regarding these sources in 
order to increase the number of website visitors. The main purpose of this paper is to identify the most 
important traffic sources for Travel related Websites in Albania and give directions to web site owners 
where to focus their future Internet marketing effort. 

Keywords: Tourism, Internet Marketing, e-Commerce, Social Media Marketing, Search Engine Marketing 
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Abstract: 

A strong banking industry is important in every country and can have a significant affect in supporting 
economic development through efficient financial services. In Albania the role of the banking industry 
needs to change to keep up with the globalization movement, both at the procedural level and at the 
informational level. This change will include moving from traditional distribution channel banking to 
electronic distribution channel banking. Given the almost complete adoption of e-banking in developed 
countries, the reason for the lack of such adoption in developing countries like Albania is an important 
research that will be addressed by this paper. In recent years, the adoption of electronic banking (e- 
banking) began to occur quite extensively as a channel of distribution for financial services due to rapid 
advances in information technology (IT) and intensive competitive banking markets. Despite this growth of 
IT worldwide, Albanian banks continue to conduct most of their banking transactions using traditional 
methods. Understanding the reasons for the lack of such technological innovation in developing countries 
such as Albania will develop a fruitful research. This paper will address what are the enablers and the 
inhibitors of e-banking adoption in the Albanian banking industry. In this study, four perceptions issues 
were explored: relative advantage; organizational performance, customer relationship and ease of use. 
From an analysis of 16 semi structured interviews, the findings revealed that all these four perceptions 
issues jointly provided an excellent understanding of what were the enablers and inhibitors of e-banking 
adoption. 

Key Words: e-banking, adoption of e-banking, enablers and inhibitors of e-banking. 
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Abstract: 

 
Marketing is a process that has existed forever, in one form or another. Its roots date since the first 
attempts of human beings to exchange goods and services. Humans firstly used marketing to convince 
others to trade. With the passing of years, new ideas were arisen that effected also in the marketing 
development. Marketing methods have passed through a lot of changes and improvements, and its 
efficiency has increased a lot. With the creation of internet, new frontiers have been opened before 
marketers. Internet makes possible for the companies to reach more customers than ever before, and in the 
simplest way that could ever be imagined. This leads to a today’s marketing world more challenging than 
ever. In this paper, we will introduce e-marketing and try to explain why did it become one of the 
fundamental trade methods nowadays, and we will make a list of pros and cons of this kind of marketing 
and its differences from traditional marketing method. We should notice that e-marketing, as the product of 
the collision of old marketing strategies with the new modern communication technologies, has become a 
really important method for every sector of today’s marketing. Despite its not so small disadvantages, e- 
marketing profits are becoming so high that a lot of companies are transferring their businesses completely 
to the Web. 

Keywords: marketing, internet, technology, trade. 
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Abstract: 

This paper treats the positive effects of the information system in the case of the University of Elbasan. 
Today’s society is developing in a fast paste towards information society, usage of information systems and 
information technology. This orientation has brought important innovation in the economy and to the 
society as a whole. Likewise, the education sector has been subject to these rapid changes. Universities are 
required to use the information systems in order to increase their transparency, improve their quality of 
administration, to increase their competitiveness and the quality of academic and scientific processes. This 
paper treats how the administration of the students is accomplished from the time of their enrollment until 
graduation, and how these processes are realized through the help of university’s information systems. It 
simultaneously treats in a comprehensive way the areas that have reflected improvement and change in the 
management of the university’s academic and administrative processes. This positive impact is evaluated in 
terms of a better management of the university campus and buildings, staff recruitment, student admission 
and registration, academic counseling, administration of student finances, student self-services, e-learning 
platform, administration of human resources, secretary, and so on. This paper presents also some 
suggestions in regards to some improvements that can be done in the information system in order to make a 
better utilization from the user’s side. 

Keywords: Information, information system, information technology, e-learning, transparency, university 
campus. 

JEL Classification: O3. 
 

 

mailto:luanbekteshi@yahoo.com


Section IV E-Marketing, E-Banking & E-Commerce 
 

 

 

 
A NEW TOOL FOR ELECTRONIC FINANCIAL REPORTING 

1. Msc. Anila Musaj 

Lecturer at “A. Xhuvani” University, Faculty of Economic 

email: anilaladimusaj@hotmail.com 

2. Msc. Marsel Sulanjaku 

Lecturer at “A. Xhuvani” University, Faculty of Economic 

2. Student Aurora Ahmeti 

Student “A. Xhuvani” University, Faculty of Economic 

Abstract: 

In this study we are going to explain the universal format for financial reporting, XBRL. 

We will analyze this issues: 

• The history and development of XBRL 

• Three important markup language 

• The components of XBRL 

• The benefits for users and prepares 

• The relationship between Adobe and business reporting 

Also we will explain the impact of XBRL in Albania in the near future. How it will be adopted by our 
financial environment. 

The methodology used in the preparation of this paper will be that of the utilizing the foreign and national 
literature , and the utilization of the questionnaires . 

The conclusions and the recommendations will be the final part of this paper. 

 
Key words: development, advantages, disadvantages, benefits for user and prepares, Adobe PDF, markup 
language, business intelligence. 
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Abstract: 
 

The goal of this article is that through the gathering of primary and secondary data’s from different 
sources in years, study the performance of Chinese IHD in the world, including here USA, Germany, 
Australia, Japan, and later on some countries of Europe and Latin America, Africa, their advantages and 
disadvantages, as well as their tendency of development in our country. Chinese investments have an 
important characteristic because their specter is very wide. They extend from mines, harbors, industrial 
parks, production, foods, telecommunications, wood and paper, agriculture, equipments and metallurgy, 
tourism, not to mention their basis as electronics, informative and communication technologies etc. This 
fact is very important for countries in development (but even in our country) because it creates 
development opportunities in many field of economy. Another characteristic found on the study is that 
countries hosting IHD have given an opportunity to investments in their priority fields of the economy. At 
the same time by this article can be seen their real situation in Albania, their position in IHD in general 
and some benefits our country can dispose from this investments. Through this article can be evidenced 
clearly even the influence of the other countries in the Chinese trade and economy, by investing them also 
in different sectors of this country. The ratio of IHD between host countries and their investment in China 
is different and varies between countries, this variance depends on many factors. At the same time, need to 
be studied and carefully managed, the disadvantages that may have these investments to be as minimal for 
Albania, as well as sectors where the experience and their intervention can be effective efficient and 
productive. 
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Abstract: 
 

Employment and poverty are main and complex challenges for institutions of Republic of Kosovo. 
Employment generation, poverty alleviation are phenomena that are related to the macroeconomic policies, 
social policies and other related policies. Based on macroeconomic indicators Kosovo in comparison to 
other countries in South East Europe has been less from the economic global crisis and has experienced 
positive GDP growth where the real GDP growth has been 3.9 % in 2011 (KAS, 2011). However Kosovo 
remains one of the highest poverty rate and with the highest unemployment rate in Europe and Western 
Balkan. Unemployment and poverty are two indicators that need to be improved from Kosovo Government, 
respectively from the Ministry of Labor and Social Welfare (MLSW). Existing data reveal that in the last 
decade the number of jobs created and number of labor market entrants were not matched-too few jobs and 
high entrance into the labor market which have prevented improvement of employment rate. Development 
of strategies and efficient policies will contribute to reduce unemployment rate and alleviate high poverty 
rate existing in Kosovo. According to the latest data, unemployment in Kosovo is estimated to be 45% (KAS, 
2010) and the extreme poverty rate is at 8.2 % (World Bank, 2011). Therefore it remains crucial to 
improve the two noted statistics high by any international standards. Kosovo has young population where 
one third of population is below 15 years and half of population is under age of 24. The unemployment rate 
is highest among the two noted age groups. Poverty rate is strongly related to employment status, type of 
employment, household size, remittances, etc. In this article brief presentation of unemployment and 
poverty statistics will be provided and will as well present some policy guidelines on how Kosovo could 
combat the persistent high rates of unemployment and poverty. 

Keywords: unemployment, policies, poverty, strategy. 
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Abstract: 
 

Southeast Europe is a political designation mostly for the states of the Balkans. The strengthening of 
security and the political situation, intensification of economic relations and co-operation in the areas of 
human resources, democracy, justice, and battle against illegal activities, it is the intention of these 
countries to enable approaching the European and Euro-Atlantic structures through the strengthening of 
good neighborly relations and transformation of the region into an area of peace and stability. This 
requires trade liberalization, economic integration and quality, security and guarantee of products and 
services.  Trade  liberalization  is  the removal of  or reduction in  the trade practices that 
thwart free flow of goods and services and includes dismantling of tariff as well as non tariff barriers 
Economic integration is the unification of economic policies between different states through the partial or 
full abolition of tariff and non-tariff restrictions on trade taking place among them prior to their integration. 
This leads to lower prices with the goal of increasing the combined economic productivity of the states. 
Quality of product or service refers to the perception of the degree to which the product or service meets 
the customer's expectations. Safety is the state of being "safe", the condition of being protected against 
physical, social, spiritual, financial, political, emotional, occupational, psychological, educational or other 
types or consequences of failure, damage, error, accidents, harm, any other event which could be 
considered non-desirable, the control of recognized hazards to achieve an acceptable level of risk, being 
protected from the event or from exposure to something that causes health or economical losses. Guarantee 
is anything that assures a certain outcome. Continuous changes in developing economy, technology, 
environmental regulation and public safety concerns are the main areas where SEE countries are being 
focused for their common future, using their human and natural resources. 

Keywords: trade liberalization, economic integration, products and services. 
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Abstract: 

In the moment of confrontation with the consequences that the global crisis brings about in the economy of 
all the countries, our country can not be an exception. The situation in Albania, like in all the rest of the 
developing countries, is characterized by situations in which even the short-term decision-making take a 
special importance when they derive from a possible cooperation between the different parts of the private 
sector. For various reasons, even a simple cooperation between the actors of this sector needs to be 
arranged in order to have positive effects in favor of the country’s economy. Fishing is a typical sector in 
our country. On one side this sector is presented with small fishing-boats and ships which operate with the 
purpose of selling fish in possible markets. On the other side, a manufacturing industry continues to grow 
in different areas of the country. Moreover, this industry continues to develop based on the import of the 
raw material which is brought from overseas. Such a typical market is that of fish-manufacturing of 
sardines and anchovies. While there is a manufacturing industry based on the imported raw material, in the 
Albanian coast there is a considerable amount of the raw material of this type of fish, which unfortunately 
is not hunted and manufactured in the country. Such a possibility which transmits the power of the synergy 
created inside the country requires that the necessary measures be taken for the planning of the 
cooperation of the private sectors. This survey deals with the possibilities that derive from such a possible 
cooperation and the impact that will result beneficiary for the Albanian economy due to the flow of 
currency from commerce with the European Community countries and the creation of vacancies into the 
country. 

 
Keywords: integration, globalization, over fishing, processing sector. 
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****** 
For a country like Albania, which aims to the integration into the European community, the 

reconstruction and globalization of the economy are main priorities, real challenges and a constant parallel 
compared to other countries in the region and beyond. 

Restructuring itself implies the development of particular sectors as well as the strengthening of 
cooperation between them in three levels: the public, the public-private and the private ones. While there 
exist many studied cooperation forms on the two first levels (the public and private-public ones), on the 
third level (the private one), we find a wide range of forms of cooperation, and many times being 
occasional depending on the conjectures created by the spontaneous “game” of the market. 

The Albanian economy, which is inherited from the social property system on the production tools, 
used to cooperate among sectors on the basis of the continuous elaboration of the raw material, which was 
mainly found into the country or even imported as a vital necessity, through the various trading forms, 
mainly on the basis of reciprocal exchange. 
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Abstract: 

Albania has taken steps towards bringing its legislation into line with the EU standards by approving a 
new public procurement law. The new law takes into account the principles of non-discrimination and 
equal treatment, transparency, and legal protection of interests of bidders on public contracts. Direct 
tendering has been abolished except in cases of extreme urgency and for the purchase of electricity, and 
criteria to identify abnormally low bids have been introduced. The new e-procurement regulations 
approved by the GOA in October 2007-2009 paved the way to the e-procurement system implementation at 
the central and local government level. Contracting authorities are required to publish procurement 
notices and tender dossiers on the Public Procurement Agency (PPA) website, which can be accessed 
electronically by the public. However, its application is hampered by technical problems and the 
insufficient IT capacity of many contracting authorities. 

Key words: Anticorruption activities, Local government, Decisions, Public procurement, Tax 
administration, 

JEL Classification: M1 M14 M38 M48 M M49. 
 

 
• Introduction 

 

 
The Public Procurement Advocate was established as an independent institution reporting to 

parliament. However, it has no particular executive powers and its functions duplicate the monitoring tasks 
of the PPA.( C. S George) Decisions on appeals are taken by the same unit of the PPA that is responsible 
for interpreting the law and giving advice to contracting authorities. Current procedures for handling 
complaints still do not meet recognized international standards. 
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Abstract: 

 
Taking into consideration the facts, that current market conditions and economic conditions are 
characterized by a dynamic technological change, increased competition, uncertainty and risk in the 
operations, the key for success in development is the dominance of small and medium businesses. Therefore, 
the small and medium enterprises in a growing number of countries are gaining epithet as a key driver of 
the economic development, and the performance of the sector of small and medium enterprises has a direct 
impact for development of national economies. Strengthening and support to small and medium enterprises 
is required in order to be able to feel their effects as possible, primarily in: employment, increased 
production, strengthened competition, social and human development. Most of South Eastern European 
countries still don’t take serious the role of small and medium enterprises, for the economic development 
and consequently they don’t have appropriate strategies, full institutional support and other mechanisms 
for their support as is the case developed countries. Institutional infrastructure and the financial 
infrastructure are the key link in the development of small and medium sized enterprises. Institutional 
infrastructure comprises of state, mixed and private institutions that assist entrepreneurship development. 
The lack of adequate infrastructure has inhibited effects not only for the development of small and medium 
enterprises but also of the economic growth. The main aim of this paper is the analysis of institutional 
support to SME’s in the South Eastern European countries and proposing a measures and instruments for 
improving the institutional support. 

Key words: SMEs, institutional support. 
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1. Introduction 
 

Considering the facts that current market conditions and economic conditions are characterized by 
dynamic technological change, increased competition, uncertainty and risk in the operation, the key to 
success in the development is dominance of small and medium businesses. Today small and medium sized 
enterprises are the key drivers for economy development. 
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Abstract: 

The overall objective of EU financial assistance is to help prepare the Western Balkan countries to meet 
the challenges of future EU membership. From 2000 to 2007, SAPARD, ISPA, PHARE and CARDS were 
financial instruments which help candidate and potential candidate countries to carry out reforms, 
important for accession preparations, as per the membership criteria, but also for the economic and social 
modernization of the countries. In 2007, with a view to streamline all pre-accession in a single framework 
and under the same regulation, the new Instrument for Pre-accession Assistance (IPA) replaced the 
previous pre-accession programmes. The main objective of the IPA is to help the countries to face the 
challenge of European integration, to implement the reforms needed to meet EU requirements and progress 
in the Stabilization and Association Process and to lay the foundations for fulfilling Copenhagen criteria 
for the EU membership. The European Union, in the last few decades, has been particularly interested in 
providing support to countries which are potential candidates such as Albania. In the past, until 2007, the 
EU supported Albania through various instruments like: ECHO-Humanitarian Aid programme, PHARE 
and CARDS. The IPA 2007-2013 is aimed at supporting the accession process of Albania focusing on 
political, institutional and economic transition. EU assistance has been delivered within four priority areas: 
public administration; justice and home affairs; economic development; and environment and 
infrastructure. 

Key words: potential candidate, assistance, financial instrument, accession preparations, membership 
criteria, requirements. 
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Financial assistance to the Western Balkan countries 

The overall objective of EU financial assistance is to help prepare the Western Balkan countries to 
meet the challenges of future EU membership. In the period of 1991-1999, the total assistance to the 
Western Balkan countries amounted to €4.427 billion. 

 
 
 
 

 
284 

mailto:marina.radosavljevik@ugd.edu.mk


Section V Europeanization process and cross border entrepreneurship 
 

 

 

 
THE RIGHTS OF ALBANIAN NATIONALS UNDER THE STABILISATION AND 

ASSOCIATION AGREEMENT BETWEEN ALBANIA AND THE EUROPEAN COMMUNITIES 

LL. M. Anduena Gjevori 
Lecturer at “Aleksander Xhuvani” State University 

Faculty of Economy 
Department of Economics and Law 
email: anduena.gjevori@gmail.com 

 
Abstract: 

 
This paper investigates the legal effects of the EU Association Agreements in the EU legal order and in the 
legal order of Albania with a special focus on the rights established for Albanian nationals by the 
Stabilization and Association Agreement (SAA). It first considers the legal effects of the EU Association 
Agreements in the EU legal order during the pre-accession period. Such analysis shows that agreements 
between the Union and non-member states countries which follow the procedure provided by Article 218 of 
the TFEU form part of the EU legal order. According to the ECJ, provisions of association agreements can 
have direct effect provided that they contain a clear and precise obligation. Therefore, nationals of non- 
member state countries party to an agreement with the EU can rely on the provisions of those agreements 
before the courts of the Member States. On the other hand, the legal effects of the SAA in the Albanian legal 
order during the pre-accession period depend on the interpretation of the Constitution from national courts 
and on the interpretation of the objectives of the SSA itself by national judges. Therefore, the second part of 
the paper will analyse the relationship of international and national law according to the constitution and 
also the possibilities for supremacy and direct effect of the European law in the Albanian legal order. We 
will supplement such analysis with recent Constitutional Court decisions, which address the problem of 
legal effects of EU law in the Albanian legal order. The overall purpose of such analysis is to shed light on 
the citizen’s rights in regard to the so-called pre-accession effect of EU law when the aspiring member 
state is on the way to full membership. This analytical perspective is important to both Albania and other 
South East European countries which are in the same legal position and are confused about the rights that 
their citizens gain from the SAA. 

Keywords: the European Union, Europe Agreements, EU law, Albania, Stabilisation and Association 
Agreements, pre-accession effects. 
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Introduction. 
 

The European Integration of the Central and Eastern European Countries (CEECs) has been 
initiated with the so-called Europe Agreements (EA) and has been complemented by the pre-accession 
strategy. 

In 1993, the Copenhagen European Council, agreed on some conditions regarding the accession in 
the EU of the associated East European countries. The so-called “Copenhagen criteria” required the 
candidate countries to satisfy the political and economic criteria175. 

 

175 The European Council stated: “Membership requires that the candidate country has achieved the 
stability of institutions guaranteeing democracy, the rule of law, human rights and respect for the protection 
of minorities, the existence of a functioning market economy as well as the capacity to cope with 
competitive pressure and market forces with the Union. Membership presupposes the candidates’ ability to 
take on the obligations of membership including adherence to the aims of political, economic and monetary 
union.” 
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Abstract: 

The business has been always dependent upon the technologies. Nowadays, ICT and especially the Internet, 
has become an integral part and a key logistic system to support the business processes. The imperative is 
not only being a part of the so called e-globalization, but the responsiveness to changes and the 
possibilities to be proactive while using innovative business technologies is to be attached an extreme 
importance. Given the above considerations, this paper aims at identifying the indicators measuring ICT 
innovations. They are considered extremely important so as to properly measure the ICT innovations of the 
companies in the Republic of Macedonia. In accordance with the framework to define innovation we have 
classified four types of indicators intended for quantifying the ICT innovations (ICT product innovation, 
ICT process innovation, ICT marketing innovation and ICT organizational innovation). Each of them is to 
be composed of five sub-indicators. 

Keywords: ICT innovation, indicators. 

JEL Classification: O30, O31. 

 
Introduction 

Nowadays, the firm’s innovation processes are being usually associated with the use of 
information and communication technologies (ICTs). Given the permanent evolution of such technologies, 
it is of particular importance for the businesses to keep up with certain innovative ICTs if they want to 
achieve a competitive advantage and sustain the market, as well. Thus, ICT is to be considered critical 
either in boosting the business innovations and improving the quality of products or in the possibility to 
increase the production process efficiency and create the new organizational structures. 

 
 
 
 
 
 

 
301 

mailto:gmanceski@t-home.mk
mailto:angeleskimarjan@gmail.com
mailto:okostoska@t-home.mk


Section V Europeanization process and cross border entrepreneurship 
 

 

 
TRADE INTEGRATION BETWEEN ALBANIA AND EUROPEAN UNION 

A GRAVITY MODEL BASED ANALYSIS 
 
 

1. Elvira Fetahu 
University “Aleksander Xhuvani” of Elbasan, Economic Faculty 

Department of Business - Administration 
email: Fetahu@ecmi.de 

 
2. Elona Fetahu 

Central European University (CEU), Faculty of Mathematics and its Applications 
Master of Science (MS) in Applied Mathematics 

email: Fetahu_Elona@student.ceu.hu 
 
 

Abstract: 
 

International trade integration of an economy is a stone for a successful economic development of a 
country. In the context of European Union enlargement there is a specific interest in exploring the regional 
trade integration of the countries inspiring the involvement in the EU. As a rather successful econometric 
approach the gravity model has been widely used to infer and predict substantial foreign trade flows 
between countries more empirically than theoretically. 
The aim of this study is to examine the potential trade volume between European Union and Albania which 
is trying to join it in the near future. The focus of Albania is how Albania can integrate to the EU market 
and gather benefits from this international trade possibility to foster its economic development. 
Considering the previous agreements bilateral or involving reciprocity between Albania and EU, as well as 
the recent status of Albania as the country favored in the international reciprocal economic exchanges, 
where it is verified a not very happy situation for Albania, the analyze of the situation through the gravity 
model, gives us some conclusions on how Albania should move in the future in this international trade 
process to increase its benefits. The new situation coming in the near future, in case Albania gets the status 
of the candidate country (acceding country), this model can help us find the most weighting variables in the 
increase of the benefits from the Albania-EU international trade in our favor, in favor of Albania 

 
Keywords: International trade, Common currency, Gravity model, Trade integration 
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Introduction 
 

According to Akyuz et, al (2010), the European union (EU) is the world’s second largest economy; only 
slightly smaller than the US in purchasing power parity terms but slightly larger at the official exchange 
rates. Moreover, EU is the world’s largest merchandise exporter accounting for about one – fifth of the 
world trade as well as the largest services exporter that accounts for over a quarter of the world trade. The 
EU’s economic importance has increased substantially since the early 1980s by increasing its number of 
members. Albania wanting to be economically and politically strong in the region has always aspired to 
enter the EU for a long time. By acting like this Albania knows that its benefits will be huge as EU is the 
most important trading partner and source for direct foreign investments. Aspiring to liberalize toward EU 
mean also trade liberalization with EU member states which will yield greater benefits and open the 
possibility of internationalization of the domestic economy and business. 
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Abstract: 

The aim of this paper is to investigate consumer attitude regarding global brands in the Macedonian 
market. Foreign brands are very important value for the citizens in the Macedonia and other countries in 
the world. However, little scholarly research has been conducted regarding this issue. This study proposes 
a model that integrates key variables measuring consumer attitudes and consumer characteristics. Every 
day, some brands seem to disappear from store shelves while others reappear sometimes later in the same 
shelves or in different shelves. Methodology that we are going to use is quantitative research, particularly 
regression analysis which belongs to hypothesis testing who will be very important issue that can lead us to 
the final conclusion and discussion. As well, qualitative method that is most important method is designing 
questionnaire and collecting information from consumers will be used. 

Keywords: Brands, consumer attitudes, global brands, local brands. 

JEL Classification: M19. 
 

 
• Introduction 

Today we all live in the world that we have possibility to consume many products and services that are 
consumed globally. This process is related with the concept of globalization. Companies in the twenty first 
century seems that are much more interested to go internationally than locally. When the companies go 
internationally they go together with the product brand name. One important question related with global 
brand is what are global brands and where is the difference with the local brands. 

A lot of global researchers give important and scientifically answer. According to Dimfote et.al (2008) 
global brands are widely available across international market and enjoy high level of recognition across 
the world. 

In today’s global markets it’s very important to understand why consumers prefer to buy much more global 
brands than the local brands. This question is related why companies moves toward global brands. 
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Abstract: 
 

Current trends in practices and perceptions of human resource functions have changed, especially the 
dynamic and growing role that is expected to be performed by human resources managers . The High level 
position that HR Manager occupies in the organization and human resource department has a special 
importance in the organization’s success. Human resource management is a basic organizational function, 
which gives an important contribution in achieving the objectives not only in business companies but also 
in other spheres of human activity. "The quality of human and intellectual capital owned by an 
organization is viewed as a key factor to differentiate them from rivals and achieving high qualititave 
results. "(Armstrong and Brown 2001). It is important to everyone, especially for managers, to better 
understand these challenges, in order to increase chances of success through more effective responses. 
The current competitive business environment, has great expectations of the manager of strategic partner 
and model of the human resource manager is becoming more popular in American and European 
organizations. The purpose of this paper is to highlight the different patterns of the human resources 
management in general and in particular in public and private firms in the city of Elbasan. For realization 
of this study is using a methodology that consists of a combination of primary data with secondary ones. 
Results of this study are interesting and important for all human resource managers of firms operating in 
the city of Elbasan. The results of this study will help the work of human resource managers in albanian 
companies and other people interested in the field of human resource management. At the conclusion of 
this study verified that the model used for human resource management firms Elbasan is the traditional 
model. 

 
Kew words: management, human resources, public and private firms. 
JEL Classification: M10. 

Historically, the term "human resources" is defined into the workforce and is listed between the 
four main factors of production: land, labor, capital and labor costs. This treatment of employees like a 
source, like the financial or physical resources has its roots in the policies of employees during industrial 
revolution Human resource management came to as a result to the fact the organizations of employee 
required to work and produce more than rewarded (Appelbaum. E, Bailey. T, 2000). 
The meaning of human resources changed over the years because it was expanded the concept of the 
organizations and employees began to be treated more like human beings and not as living material or 
organizational systems (Fisher, D. 1989). Human resources started be viewed as flexible and dynamic 
resources, so the organizations started looking different ways in order to motivate them to increase 
performance and this gave rise to growing research in the field of human resources and recently taken 
information sciences and psychology, economics and political economy. (Fisher, D. 1989). The concept of 
human resources is expanding from the term human resource management human resource development, 
which has to do with the support and skills that employee are given not only to realize their work, but also 
to prepare for growth their careers. Human resource management has passed through a long process to 
development until there reached the status that has won today, one of the most important functions of 
management in an organization (Koli.Z, Llaci.Sh, 2005). Human resource management is that part of the 
process management focused on human relationships and securing of their welfarein order they give the 
maximum contribution at work. 
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Abstract: 

The most traditional economic literature on growth and growth factors, relied on production functions, is 
based on using capital and labor as inputs. Human capital has always been considered as external factor 
and its impact on production has always been questioned. Recent approaches in economic literature are 
introducing human capital and knowledge as a specific input to growth and there is much talk of 
knowledge economy, based on human capital and key role of human capital in generating economic growth. 
Investment in human capital led to increased productive capacity of other factors of production and can 
also change these factors into new products and operations. Traditional economic aspects, such as labour 
and materials, are still important, but now it is crucial to be able to add value to products and services 
through knowledge.This points that knowledge and investing in human capital is one of the main factors for 
increasing returns and long term economic growth. The basic goal of processes for creating national 
human capital is the improvement of the quality of population, which leads to the improvement of the 
productive capacity of the society and national economy. Human capital creation represents a certain form 
of investment in which every investor expects a certain degree of return of the investment (ROI). When 
investing into human capital, two basic aspects arise: income and cost. In this paper we will try to apply 
the methodology of cost-benefit analysis. Based on this analysis we will discuss the necessity of financing, 
investing, improving and optimizing human capital as a key element to successful organizational growth. 

Key words: Human capital, knowledge, knowledge economy, economic growth, national human capital, 
income, cost, cost-benefit analysis, organizational growth. 
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1. COST- BENEFIT ANALYSIS OF CREATING HUMAN CAPITAL 

1.1. Benefit analysis of creating human capital 

The basic goal of processes when forming human capital in terms of national economy is the 
improvement of the quality of the population. This leads to improvement of the social productive 
capabilities and the economy. The forming of the human capital is a form of investment realized through 
educational system. This is why every investor, who invests in forming of human capital, expects certain 
return from the investment. The return on investment can occur in non-cash or cash form. On the other 
hand, in order for this investment to be realized, certain expenditures need to be made. From the point of 
view of these two basic aspects for forming of human capital, the analysis of this topic will focus on classic 
and known methodology, that is, cost-benefit analysis. 
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Abstract 
 

Over the last decade or so, private sector financing through public – private partnerships ( PPP) has 
become increasingly popular as a way of procuring and maintaining public-sector infrastructure, in such 
sectors as transportations ( road, bridges, tunnels, railways, ports, airports), social infrastructure 
(hospitals, schools, prisons, social housing), public utilities ( water supply, waste water treatment, waste 
disposal), government office and other accommodation, and other specialized services ( such as 
communications networks or defence equipment ). Many countries are developing PPP programmes. In 
this paper we will try to consider some of the general requirements for developing a PPP programme, and 
its legal framework. Method used for the considering the general requirements in developing PPP 
programme and its legal framework, is the reviewing of PPP activity in a representative selections of 
countries: 

• United Kingdom 
• United States 
• Australia 
• France 
• Korea 
• Spain 
• South Africa 
• Portugal 
• Italy 
• Hungary 

In Albania are given concessions ( a form of PPP ) only in the field of water power, electricity centrals in a 
value of 5 milliard Euro, but there are not yet developed such PPP programmes for the other fields of 
infrastructure. But Albania is in the right way of taking the candidacy of the European Community member. 
In this point of view, having those experiences, standards and limitations of such EU institutions as the 
International financial reporting standards (IFRS), EU legal framework for PPP, will be very helpful for 
the Albanian Public Authorities to understand the problems and challenges that are to be faced in 
developing PPP programmes. 

Key words : Public – Private Partnership, PFI Model, Value for Money, Affordability, balance sheet 
treatment, Economic Justification. 
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Introduction 

 
Over the last decade or so, private-sector financing through public-private partnerships (PPP) has become 
increasingly popular as a way of procuring an maintaining public-sector infrastructure in sector as 
transportation ( roads, bridges, tunnels, railways, ports, airports), social infrastructure (hospitals, schools, 
prisons, social housing ), public utilities ( water supply, waste water treatment, waste disposal ), 
government office and other accommodation, and other special services ( such as communications network 
or defence equipment ). 
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Abstract: 

 
Knowledge, if managed properly, turns into value and adds higher yields in life and work. It comes as a 
result of time to certain degrees and starts with general empirical data, where facts and observations are 
“raw material”. Content of such data comprise what we call information. Knowledge is next to the last of 
“Information pyramid” at the top of which is wisdom. Albania’s integration process is accompanied with a 
“boom” of information flowing. Such information is a great endowment in acquisition of knowledge, 
experiences and best practices. We think that is required maximum exploitation of existing structures. 
Knowledge is acquired in allocated conditions and for this its treatment is a job for appropriate structures 
of human resources management. 

 
Key words: knowledge, manage, human resource management (HRM), codification, knowledge 
dissemination. 
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1. Knowledge Management. 
 

1.1. Definition of KM. 
 

Different authors have defined KM in different prospective. This perhaps as a consequence of 
perceptions, understandings and experiences they have. Harrison224 argues that, KM is a complex concept 
paper that has been defined as any process or practice of creating, acquiring, capturing, sharing and using 
knowledge, wherever it resides, to enhance learning and performance in organization. Goal: augmentation 
of learning and organizational performance. Willard 225 on the other hand argues that KM as the 
development and facilitation of collaborative working, recognizing the interconnected nature of people, 
processes and information, in organizations that have become regional or global. In support of this 
definition, KM is a solicitation and is used in and outside the organization. This means the simple and 
meaningful fact that KM is an inexhaustible resource that influences in the rise of organizational 
performance. Davenport and Prusak226 argue that in organization, knowledge is not embedded only in 
documents or repositories but also in organizational routines, processes, practice and norms implemented 
day by day. 

 
 
 

 
224 Harrison, R. (2000). Employee Developement, 2nd ed.Wiltshire : The Cromwell Press, pg.80-85 
225 Willard, N. (1999), « Knowledge Management : Foundation for a Secure Structure, Journal of Managing 
Information, Vol.16 No.5, pg.115-120 
226 Davenport, and Laurence Prusak (1998). Working Knowledge : How Organisation Manage, What they 
know. Boston : Harvard Business School Press., pg.280-285 
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Abstract: 

 
Foreign Direct Investments (FDI) are one of the fundamentals that enables and accelerates economic 
development of a national economy. Therefore, each national economy must layout preconditions that will 
enable attracting of foreign capital. Among other things, an adequate legislation considering the FDI’s is a 
prerequisite. Hence, the governmental role and policies towards FDI issues may have significant influence 
on improving the investment climate. The purpose of this paper is to present the manner and scope to which 
the governmental policies approach this crucial issue. For this purpose, the first goal is to look upon 
legislative aspects for attracting FDI in Macedonia. The second one is to explore the institutional 
mechanisms that present coordinates and determinants of the framework for doing business. 
Simultaneously, the research subject is legislative that regulate this area, as well as some other legal 
aspects, as: the laws related to the foreign trade, fiscal sector, institutional frame, foreign exchange 
operations, the area of labor relations, etc. The research results lead to conclusion that the legislation 
framework, as significant factor of national business environment, provides opportunities for FDI 
enhancement in Macedonia. Although significant results have been achieved so far, particularly in the last 
decade, still, there is a need for further improvement of current legislation. 

 
Keywords: Foreign direct investments; Foreign capital; Legislation; Business; Macedonia. 
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1. Introduction 
According to the International Monetary Fund definition, the foreign direct investments 

(FDI’s) are investments which aim is to gain permanent interest in the enterprises, which operate out 
of the investor’s country and by that the essential intention of the investor is to enable and achieve 

effective management with the enterprise where he invests in [1: 9]. This is connected to certain 
minimal share in the ownership capital (equity) in the company (most frequently 10%) so as this 
investment to be able to be treated as foreign direct investment and which enables effective 

participation in the management. It is similar definition of OECD according to which a company with 
foreign direct investment is such company where one investor owns 10% or more of the regular shares 

or votes of an enterprise, or a company where the foreign investor owns less than 10% of common 
shares or votes but still there is possibility effectively to influence on the company management [1: 9]. 

The basic motive for attraction of foreign direct investments for each country is securing 
means which are missing for work and development that enables realization of projects and programs 
in conditions when own means are not sufficient (domestic savings/accumulation) or when the 
conditions for its engagement are inconvenient. 
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Abstract: 
 

The portfolio management is a continuing process for controlling the risk and return of the securities 
comprising the portfolio, as well as the adaptation of the portfolio towards the changes in the environment, 
in accordance with the predetermined objectives of the banking institutions. The bank invests its capital in 
more securities, that is, he creates a securities portfolio, because although investing in one security can 
bring the largest return, it also means taking a great risk. Therefore, in this article, the short-term and the 
long-term securities in which the banking institutions can invest the available financial assets in order to 
optimize the structure of the portfolio are elaborated. Special emphasis is put on the derivative financial 
instruments, which represent an effective mechanism for increasing the performances of the portfolio. 
Namely, the derivative financial instruments enable investors to decrease and control the important 
business risks. Through them the risk of interest rates change, the risk of change in the securities or in the 
currency exchange rate can be controlled. That means that the transactions with derivative securities can 
in fact, allow to maximize the return and to minimize the risk when managing the portfolio. 

Key Words: portofolio, management, bank. 
 

JEL Classification: M15, E59. 
 
 

1. SECURITIES AS A PART OF THE BANK PORTFOLIO 
 
 

Banking institutions could invest their funds in different types of securities, depending on their 
preference for risk and return. There are two main categories of securities: securities that are traded on the 
money market and securities that are traded on the capital market. 

On the money market we trade with short-term securities, maturity to one year, characterized with 
low risk and high liquidity. Most of the time, they are sold as a discounted securities for which the rate is 
included in the face value received at maturity. 

There are several money market instruments, but we are going to elaborate only the most 
importants: 

- Short-term government bonds (treasury bills, T-bills), are financial instruments issued by the 
state, with maturity term from three months to one year. Usually they are issued in order to 
finance the budget deficits or to re-finance previously issued bonds. 

- 
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Abstract: 

 
The Decission Support Systems give logistic support to the process of making decisions in the 
contemporary companies. DSS are complex computer programs which based on the input data from the 
database can predict the activities of the real system and some future circumstances. DSS provides the 
management to test the system activities of the environment’s different changes and to test the 
environment’s reaction when different changes occur. Namely, DSS provides a very fast way to consider 
the effects of the made decisions. All the methods that are used as a support in the process of decision 
making could be based on different ssimulation models, optimization techniques or heuristic algorithms. 
When solving practical problems, large application procedures are based on combination of optimization 
and heuristic procedures. With an adequate combination of optimization, heuristic and experiental 
procedures that desribe different segments of the real system for a very short time can emerge a separate 
satisfactory solution. In this project will be implemented a method of objective collection, analyzes, and 
interpretation of the data, by which the research process gets a scientific character. This methodological 
approach has been used through the gathered information about the application of the modern DSS 
through systematic, empirical and analytical research of the previously shaped hypothesis. In order to 
research the condition in our country is used the method of the structure survey, by which we will get 
information about the implementation of DSS in the business entities in Macedonia. As priority objectives 
that are established by this project are the following: »Assessment and conclusion on the application of 
Decision Support Systems; »Indicating the benefits of implementation of the Decision Support Systems ; 
»Providing strategic guidance under which the companies will develop in the implementation of the 
contemporary Decision Support Systems 

Keywords: Decision Support Systems, decision-making, information systems. 

JEL Classification: M20. 
 
 

1. INTRODUCTION. 
The process of deciding is a part of the things that each manager has to do during his work. We 

make decisions every day, in accordance with the things connected to the classical functions, as: planning, 
organizing, managing with the employees, the management in general and control. The process of deciding 
is not an individual process, i.e. isolated function of the management but it is in realization with all the 
business functions. The managers (the decisions makers) at all the levels make decisions that sometimes 
they are “small” and sometimes they are “big”. However no matter whether the made decisions will realize 
or not all their decision makers go through the decision-making processes. Therefore, this process should 
first be well acquainted, and then you can manage with it. In all approaches that are present in the 
contemporary management theory, the term decision-making means rational choice of one of the possible 
alternatives. 

On the other side, the decision theory250, and the quantitative methods and models as well, were 
previously developed independently from the information technology and information systems. Namely a 
whole range of quantitative methods and models emerged (linear programming, network planning, 
simulation, dynamic programming, theory of waiting lines and others.) that have no mutual elements. 

 
250 Cooke, S. And Slack, N. (1991), “Making Management Decision”, (second edition), Prentice Hall, New 
York, page 13 
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Abstract: 

The aim of this study is to examine the role of logistics activities and on customer loyalty, commitment and performance. 
The main objective is to analyze the logistics service quality (LSQ), commitment, loyalty and performance in a supply 
chain context. Logistics services include activities that contribute to consistent quality, productivity and efficiency, as 
well as activities that help companies to better meet customer expectations and needs. Customer loyalty is increasingly 
recognized as a path to long-term success because finding new customers and doing business with them takes time, effort 
and money. Increasing the level of performance, while maintaining low costs create value for customers and for 
companies, too. A questionnaire based on personal survey was conducted among retail customers of a wholesale 
company in Albania. The study collected data from 204 companies. The hypotheses were tested using structural equation 
modeling (SEM) which is a comprehensive statistical approach for testing hypotheses about relations between observed 
and latent variables. The reliability and validity tests show satisfactory results. The conclusions confirm all the 
relationships hypothesized, and emphasize the crucial role of LSQ in the loyalty-commitment-performance chain of 
relations. 

 
Keywords: Logistics service quality, Commitment, Loyalty, Performance 
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1. Introduction 

During the last two decades the idea of relationship marketing - establishing, developing, and maintaining 
successful relational exchanges - has gained significant importance (Morgan and Hunt, 1994). A vast body of literature 
supports the importance of developing and maintaining enduring relationships with customers (Ganesan 1994), which 
leads to long-term customer retention (Mattila 2001). In a supply chain context, relationships can be a sustainable source 
of competitive advantage due of their ability to create barriers to competition (Day 2000). Since an important focus of 
supply chain research is the collaborative relationships with select trading partners (Bowersox and Daugherty1995), an 
important strategic result for companies is the building and growing of customer loyalty. 

Customer loyalty is increasingly recognized as a path to long-term success because finding new customers and 
doing business with them takes time, effort and money (Mittal and Lassar 1998). It can be more expensive to obtain a 
new customer than retain one, and an organization’s long-term success in a market is increasingly determined by its 
ability to expand and maintain a large and loyal customer base (Kandampully 1998). Fay (1994) asserts that customer 
loyalty objectives have gained the same importance as other financial or strategic objectives. Reichheld et al. (2000) also 
contend that in the past, building loyalty with select customers was just one weapon to use against competition, but today 
it has become essential to survival. 

As products become more commoditized, companies can no longer maintain a loyal customer base or create 
sustainable advantages for themselves by only having a variety of tangible products. Rather, firms form complex 
relationships with customers and differentiate themselves by offering goods and service mixes in distinct ways to offer 
convenience, reliability, and support (Fuller, et al., 1993). Improving logistic capabilities and the quality of logistic 
activities helps in building closer relationships with customers (Bowersox et al.,1995), gaining and maintaining customer 
loyalty (Bowersox et al. 1992). As the increasing competitive markets make hard for firms to find and retain important 
business customers (Flint and Mentzer 2000), they can positively impact customer loyalty by providing high quality 
logistics service. 

A crucial goal of relationship marketing theory is to identify key drivers that influence important outcomes for 
the firm and to gain a better understanding of the links between drivers and outcomes (Hennig-Thurau et al., 2002). 
Therefore, understanding how logistics service can influence loyalty and commitment, and ultimately firm’s performance, 
could be significant in examining and predicting supply chain relationship outcomes. However, logistics service is 
sometimes ignored as a competitive tool (Sharma, Grewal and Levy 1995). 
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Abstract: 

Today, more and more organizational evidences are conditioned by the affectivity of the management of the human 
resources. The most affective and successful companies in our days apply successful ways for motivating, training, 
compensate and encourage their employers. This is a fact for all the kinds of producing or service companies, small ones 
or big ones. For the success in business the performance of the management of the human resources functions are very 
important because it reflects all the duties and the jobs which assure and coordinate the human resources. In this point of 
view, through this study we will try to show how these functions are applied in the organizations which operate in the 
district of Korca and to conclude the problems which are shown during their implementation. Also we will try to give our 
recommendations for finding solutions in increasing the affectivity of the human resources functions. To assure theory 
data we will be based in the previous writings and the confrontation with the contemporary literature. To assure the 
generalization of the conclusions will be using a type of questionnaire for all the big, small and medium businesses. The 
collected data will be processed in the SPSS and Excel from which will be assured also the statistic data. By our research 
we expect to prove the hypotheses that there are differentiations in the implementation of the human resources functions 
in the businesses of the district mainly in variety of their size. 

 
Key words: functions, management, resources, human, business. 
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1. Introduction. 

The pace of the economic development that is associated with the new century highlights the importance of the 
efficiency of the organizational operations. More and more today, the organizational efficiency is determined from the 
effectiveness of Human Resources Management. The most effective and successful companies of nowadays apply 
successful ways of motivation, training, compensation and encouragement for their employees. This fact concerns all 
kinds of companies, either producing or service ones, small or large ones, domestic or global. By applying the concepts 
of human resources management, the world has started to change. 

Even in our country, not only private businesses, but also the public institutions are paying more and more 
attention in providing, developing and preserving a qualified workforce. In this context, in our country, the utilities that 
belong to the public sector, either those belonging to the private sector began to apply or perform functions of human 
resources such as: job analysis, planning, recruiting and selecting, training, performance evaluation of human resources, 
reward management, career development, providing healthy and safe conditions for the employees in the workplace. It is 
a positive fact that today the human resources are not seen as a cost, but as most valuable organization source. 

Today, many researchers pay more attention to the recognition and deliberation of the human resources and its 
management. Human resources managers have an equivalent status with the managers of other important functions such 
as marketing, production and finance. Also the will for letting the higher managerial levels know that the managers of 
human resources can play a vital role in promoting success in the organization, has been increased. The department of 
human resources is one of the most important factors that has a great impact in achieving the expected results or the 
fulfillment of the objectives settled by the organization. This function is realized by performing all the functions of 
human resources management. 
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Abstract: 

Albanian banking system has recently introduced the operational risk management techniques aiming to implement all 
necessary steps towards a sound and comprehensive operational risk management process. It’s relatively difficult for the 
second level banks to identify or assess levels of operational risk by facing a different approach especially where it’s no 
possible to generate profit. That’s the reason why previously Albanian banking system has accepted operational risk as 
an unavoidable cost of doing business even representing a real and live issue. But nowadays as per The Operational Risk 
Regulation in force established from Central Bank, it is focused on: 

-Operational Risk Events Identification; 

-Operational Risk Assessment (Risk Map, Validation of Results) 

-Operational Risk Monitoring (Incident Database, Comparison of Risk Assessment, Key Risk Indicators and thresholds); 

-Operational Risk Mitigation (Management and Insurance Management); 

-Operational Risk Reporting. 

Furthermore, the most important steps that remain to be achieved are the: 

-Operational Risk Management (by aggregating the previously mentioned steps); 

-And the calculation of the operational risk capital under operational risk management prospective through: 

a) Basic Indicator Approach (BIA- based on annual revenue of the Financial Institution), 

b) Standardized Approach (STA- based on annual revenue of each of the broad business lines of the Financial Institution) 

c) Advanced Measurement Approach (AMA- based on the internally developed risk measurement framework of the bank 
adhering to the standards prescribed , methods include IMA, LDA, Scenario-based, Scorecard etc.) in a continuum of 
increasing sophistication and risk sensitivity. 

The Albanian banking system is encouraged to use an approach that is appropriate for the risk profile and sophistication 
of respective institutions by making reference even to the best methodology implemented from the group which they 
belong aiming to challenge the entire operational risk management philosophy. 

Keywords: Operational Risk Management Prospective 
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Abstract: 

The main stakeholders in the productivity and profitability of the firm are the employees, the owners and the government. 
The importance of research on productivity is outlined in Mawson et al (2003). With further reviews of the literature on 
productivity found in: Barteslamn and Doms (2000); Mawson et al (2003). We can divide studies on productivity into 
three strands: Studies exploring the definition of productivity, studies measuring factors that may influence productivity 
and comparative studies on productivity. We conclude that the definition of productivity is crucial for the results on 
productivity research. There is a “menu” of alternatives in the empirical research on productivity and the lack of 
micropanel datasets makes the comparative studies difficult. According to empirical research we find that variables 
correlated with productivity are: institutional change, technological progress, IT investment, innovation and R&D. 

Key words: stakeholders, productivity, profitability. 
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Why studying productictivity? 

The stakeholders in the productivity and profitability of the firm are employees, owners and the government. De Toni and 
Tonchia (2001) build a performance measurement framework and classify productivity measurement as cost 
measurement. Neelu et al (2005) also classify productivity as performance measure. Studying productivity is important 
for any state of development. 

Research on productivity? 

The literature on productivity is diverse and looking at different aspects of productivity. In the firm level being 
productive may be understood as incentivizing employees to work efficiently while in the macro level studies on 
productivity we may be interested in GDP and employment. 

Most of macroeconomic studies finish noting the limitations on macroeconomic studies and suggesting micro studies to 
capture the channels to which business climate enhances growth (Durlauf et al. (2008); Straub (2008); Pande and Udry 
(2005). 

Micro data in studying productivity are important in different fields of economics: microeconomics, macroeconomics, 
labor economics, international trade and industrial organization. 

The main point is that the macro level studies reference there further studies should be done using micro level data and 
disaggregating productivity. The general conclusion that we may draw from the literature review is that productivity is 
likely to generate desired results for the stakeholders and therefore should be a goal for firms and countries. 

Sink and Smith (p 136) use the following definition “Productivity is the relationship between what comes out of the 
organizational system and what is consumed to create those outputs”, while “profitability measures the relationship 
between revenues and costs” (p137) 

“Productivity measures the effectiveness with which inputs (materials, capital and labor) are transformed into output.” 
(Bart van Ark, (2002), p 69). 

Lazear (2000) productivity as a result of incentive effect. Diewert (2008) discusses measurement problems. Lazear (2000; 
p 1347) “Hourly wages that are coupled with some minimum standard could be called performance pay because an 
output based performance standard must be met to retain employment”. He analyses the effects of shifting from hourly 
wage to performance wage. 
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Abstract: 

Effective and timely business information is essential for any company, not only to achieve some success in the 
area in which it operate but also for surviving of the company. In today’s changing environment, gaining 
competitive advantages are more a result of implementing new technologies and their use in business processes, 
but also knowing how to use such technologies and thus to increase the level of knowledge. New information 
needs, led to change in decision making process in companies. To provide high quality basis for decision making 
large amount of data must be converted into useful information. In addition there is important the ability to 
convert large amounts of fuzzy data into useful information in the shortest possible time, which will represent a 
competitive advantage for any company. One of the technology that allows this, is business intelligence. In a 
broader sense, business intelligence sometimes is defined as a managerial philosophy, but in a narrower sense it 
is information technology that helps companies in managing business information in order to reach effective 
business decision. The real innovation which offers business intelligence is its ability to present business 
information in a quick, simple and effective way so that users can easily understand the logic and meaning of the 
same information. Cloud computing is new paradigm in the providing of information resources that works on 
principles on-demand, offers scalability and services are charged depending on time of use. In this way 
companies can save money by using application, on-line. Companies that use business intelligence on principle of 
cloud computing are facing many challenges, such as safety in operation, the availability of certain application, 
performance, integration, regulatory issues and limitation of bandwidth on the network. Also management of 
application for business intelligence can facilitated through cloud computing approach. 

Keywords: cloud computing, business intelligence, data, information, decision making 
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Cloud computing 

Cloud computing is the result of the latest research and development in areas such as virtualization, 
distributed computing, utility computing and networking. Cloud computing implies a service oriented architecture 
by offering software application and platforms as a services, reducing the amount of technology that should use 
end-user, very great flexibility, reducing cost of ownership to a minimum and many other benefits. Main idea in 
using the cloud computing is taking advantages of existing information infrastructure in order of setting up all 
available services on the cloud and the ability to access to these same services regardless of time period and 
geographical location. 

Very interesting characteristic of cloud computing is that the cloud computing offers a totally new view 
of IT infrastructure. From the aspect of hardware, by using the cloud computing are provided almost unlimited 
hardware resources that are available on-demand, thus reducing the necessary financial resources that companies 
invest in hardware. 
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Abstract: 

The purpose of this paper is to discuss the different types of risk and general approaches to analyze risk in a company, 
and to describe the importance of implementing a formal risk management policy in a company. Business risks are 
diversifiable and specific to the industry and the market in which a firm operates. Part of the business risks is operational 
risk which incorporates the direct or indirect loss resulting from inadequate or failed internal process, people and 
systems or form external events. The paper explains the components of operational risk and situation of his appearance, 
as well as the steps for creating risk management policy. 

Keywords: business risk, risk policy, corporate culture, information management 
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Introduction 

The risk as a measure of potential changes in value that can be experienced in a managed portfolio as a result of 
differences in the economic environment when the current situation and future point of time invoke a need for a risk 
management. Management of risk over specific period of time in situations where volatility exists and managers have the 
opportunity to change the expected cash flows is important for six primary reasons. Three of them can be classified as 
microeconomic in nature and they affect the performance of the individual corporation. Other three reasons are 
macroeconomic in nature and since they affect the overall financial system. 

The importance of risk management, particularly in financial institutions, can be seen firstly with the analysis of the three 
microeconomic reasons. First, the management of risk reduces the volatility of earnings. Since, earnings will become 
more stable with the management of risk, investors are less likely to demand as high a premium for risk. As a result, the 
value of the firm to the shareholders increases. Second, the management of risk can reduce the volatility of cash flow 
from operations. Since operating income plus depreciation service debt payments, banks are more willing to lend larger 
sums to firms with more predictable and stable operating income. The company has greater debt capacity and can borrow 
more funds to invest in tangible and intangible assets. Third, because the managers of the firm have more control over 
earnings volatility and thus performance, a firm can more easily achieve its goals and remain competitive. 

When the macroeconomic aspects are considered, there are three reasons why risk management is important. From the 
financial institution’s point of view, managers will be able to spend more time on the improvement of financial 
operations instead of spending time on capital adequacy. Second, lower volatility reduces the likelihood that a financial 
institution will fail. With lower volatility, depositors are more secure that their funds will be available over longer periods 
of time. Finally, from a global point of view, if financial systems are safer and less prone to disruption, the world 
economy in general will benefit. 

 

 
The risk areas 
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Abstract: 

Construction of values is not easy and complex task. In a globalizing world, the survival of the individual is a matter of 
value thinking. Value system itself is constantly changing. In its essence has a major role as a science and genealogy. The 
associated genealogical tourism contributes to this. Presented is a survey with students from the Economy Faculty. Its 
purpose is to reflect students' knowledge in this area. 

Keywords: genealogy, family memory, quest research. 
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The very busy everyday live in a globalizing world often deprives us from the values which make the sense of 
human life. In a big extend we can say that the world of values is a part of human’s spiritual culture. The values have the 
sign of common ideals which help the human to create his worldview according to his active relations with the 
environment. They are formed under the influence of both elemental factors, and in particular organized educational 
activity, especially when the person alone produces, manages and implements the formation of his views. The Values of 
the modern society are constantly changing, which affects the image of the world for everyone. This can cause a real 
"shock" in the values of the individual stand if he is not prepared for quick and painless changes from an early age. 

The globalization leads to homogenization, the creation of a common culture, it leads to the unification of 
certain aspects in the life of the modern man, have some common values, and reduces or eliminates the differences 
between people from different countries, ethnicities or religions. There is one global common culture. Nowadays the 
world rages terrible value relativism and there is a strong process of devaluation of all values. To stay against the 
relativism can be made only by restoring the rights of absolute and universal human values which the humanity has 
achieved in his spiritual development. One of the most difficult thing for everyone is to find his proper place in the world 
and to find exactly where he belongs. It's important to find out our place connected with the relationship with other 
people and the way they perceive us. 

The family memory is an old and not clear item in the history books. The family memory is the only saving idea 
which can protect us in the sea from useless information and mass “culture”. The family memory is the missing but very 
important part between me and my family by one side and my country by the other. If we don’t have a clear and well 
known family memory we can not understand the real meaning of the words country, homeland, Bulgaria… 

If we know our family, our ancestors, their history, their strong and weak sides, their successes and failures, if 
we know the history of his native region, customs, traditions, livelihoods, and we will realize how much time, effort, 
blood, sweat and tears are invested by the people before us, those who have inherited and which created us as people and 
personalities. We will realize that we should be grateful to them for everything tangible and intangible that we have and 
about what we are and what we want to be. 

The family memory gives us the base, the direction and motivation for our development. It is our primordial 
culture, our natural environment in which we feel, we live and develop best. The most complete and useful we are, if we 
know our people and protect our family memory. We feel more confident when we are connected to the basics of our 
origins we have confidence that we are part of a larger whole, which had contributed goods for the society. We realize 
that life doesn’t begin with us and doesn’t end after us. We think about the true value of the things that we do and that we 
will leave behind for our children, grandchildren and great-grandchildren. That is how the family history makes cultural 
sense of our life. 
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Abstract: 

As market develops and grows continuously and internationalizes, the confusion among companies increases regarding 
their orientation of the business. They find it each day more difficult to grab new shares in the market, to capture and 
gain new customers, to hold their clientele, to increase continuously their customers’ satisfaction, to position properly in 
the market and to face competition, as well as to answer to the spontaneity of the market evolution. This tells for an 
increasing role of marketing in the companies’ organization, and of course in their performance and profitability. Even 
this necessity, the top management and other departments, but especially the finance ones are often debating on the 
marketing role and its contribution in the overall profit of the company, as marketing is very much oriented and familiar 
with performance indicators rather than financial results and profit in itself. There are views recently which emphasize 
that marketing is finance too, as it completes the value chain and realizes indirectly all the company’s targets. To this 
logic it has become necessary to measure its performance not only using marketing KPI (Key Performance Indicator) but 
financial metrics too. 
The study aims to show the reasons why marketing and finance are closely related and why “marketing is finance”. This 
is a deduction-induction-deduction theoretical review and treatment of the question, based on some facts and arguments 
both, from the world wide experience, as well as from Albanian reality of business and marketing. 

 
Key words: Marketing, KPI, Metrics, Performance, Profit. 
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How can marketing integrate with the company’s strategy in terms of performance and pay-offs? 
 

1. What is marketing? Why is it important to the company? 
2. What should a company do in order to be nearer to its customers? 
3. How can we react and answer to the needs and wants of the customers? 

 
As we shall see in this theoretical study there is a lot of confusion answering these questions on marketing in a wide 
range between companies. 

 
1. A short review on the actual situation of the market and marketing 

Most of the companies and businesses in Albania, nevertheless big companies or SMEs, do not have a clear view on 
marketing (nine out of 117 business people had adverse views and concepts on marketing, but not complete view, the rest 
identify it mostly with advertising or selling)258. Almost all of them are not clear on the role of the customer and its 
importance for the business. 
The businesses do not measure their performance and do not define and use standards and indicators on this regard. Still, 
marketing is forgotten or even not considered as a main and last step to the final result for the company. They suffer lack 
of cash, networks, sales’ force, skills related to negotiation and integrated marketing communication, as well as do not 
control and manage efficiently and effectively their inventories and logistics, due to the lack of knowledge on marketing 
and its mix. 
There are sectors where we find abundance of products, services, ideas, other forms of offer and brands. The people, even 
in a status of matured demand, find it difficult to choose how to fulfil profitably their needs and wants. 

 

257 i_bejtja@yahoo.com 
258 Field research conducted interviewing 126 business people, 26 women and 100 men through administrators, sales’ 
persons, owners, finance and accounting people, managers and marketing people in the regions of Elbasani, Tirana and 
Durres 
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Abstract: 

Nineties of the 20th century the first decades companies worldwide begin to think globally. The development of rapid 
communications, is a major movement, factors of international marketing. Although there are large differences in 
economic development and permanent resources in individual countries can generally be said that no country in the 
world live in conditions of full economic and market closure. On the growth of international marketing involvement affect 
three key factors: the continuing integration of world economy, technological changes and the creation of competitive 
environment on a global basis. Some of the former multinational companies with extensive operations in their home 
country and most foreign subsidiaries transferred to transnational companies, with activities and responsibilities evenly 
all over the world, profits and income from abroad is higher than back home. Such companies are losing their national 
identity. The reasons for the internationalization of international activities is the fact that today: competition becomes 
comprehensive, complex, strong and international, technological change is very rapid, and technological development is 
expensive, in order to maintain the competitiveness of the company needs a more appropriate economies of scale and the 
knowledge economy. Business people can not count on domestic competition space, but must embrace the vision of 
expanding competition relations in accordance with trends in international and global scales. 

Key words: globalization, competition, internationalization, multinational companies. 
 

JEL Classification: F02. 
 
 

The most important reason for involvement in international flows of products, markets, competitiveness and 
financial nature. Production reasons related to the full production capacity, extension of product life cycle management 
flexible product ranges and modernization of production monitoring of technological change. Market reasons are based 
ndeovolniot potential or growth in the domestic market, following its major customer, market diversification, reduce 
dependence on the domestic market, using the advantages of different goods in different countries and thus the existence 
of different market potential. Competitive reasons informing the strength and capabilities of international competition, 
the acquisition of internationally competitive and business experience, defense using favorable konkurensta structure of 
the current competitive position and image management on the domestic market. Financial reasons are providing the 
necessary foreign exchange, efficient management structure of fixed costs, a fast return on invested etc.. The company's 
culture plays a significant role in the execution of strategy. 

It aims to: Provide mental and emotional guide, all managers and employees should follow and support when 
you formulate and execute strategy. Relies on the base, according to which people will better relate to one another and 
they will create a specific sense of identity in relation to other companies. 

The company's culture by its nature can be: culture based socialization and market-based culture. The first kind 
of culture is a long-term and apply the detailed process of socialization, strong and powerful norms and control system. 
The second type of culture is such that the company functions and procedures managers do not differ from procedures for 
the external market. Norms or lost or missing, the process of socialization is limited, and the control system is based only 
on performance and quantitative measurement. 

Company that conducts international strategy applying the first type of culture has advantages because it creates 
a long-term employee commitment and a sense of international control, operating under conditions of reciprocal 
interdependence. International companies that implement the second kind of culture, lead managers to create real 
marketing concept, which is applicable in different regional conditions. 

Although there are differences in the understanding that culture becomes pohomogenizirana and globalization of 
markets occupies an important place in today's advanced technologies in transportation and communication, yet 
continuously occurring multicultural business mistake, that are becoming reality in international business. 
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Abstract: 

Internet can certainly be seen as an invention, even as the greatest of all time. It has developed from a small university 
network into a worldwide communication tool. Today, Albanian can do their shopping, listen to music and read the latest 
news, pay the bills, socialize with their new friends and watch movies and TV shows using the web. The social media is 
becoming an increasingly important platform for consumers to position themselves in relation to their peers in, and as a 
medium for identity creation. Social media offer their users opportunities to interact with individuals with similar 
interests, with other members in the same social group or with individuals in groups in which they wishes to belong. But, 
the social media also creates a framework in which users can market themselves like product, many times reaching more 
consumers of their created selves than in real life. This paper analyzes and explores how Albanian companies could use 
social media to promote and improve their business to consumer relationship. There are two questions: what benefits 
could companies achieve from using social media? How to coordinate the use of social media with business? The paper 
consists in three parts. The first is focused on literature review on social media. The second describes the methodology 
used by authors. The empirical material is gathered through qualitative interviews with social media consultants and 
marketing managers. The third present the result from the study. However, the representativeness of our samples limits 
our ability to generalize to social media users, and other study on factors that influence on attitude towards social media 
might be needed. 

 
Key words: social media, advertising, marketing communication, face book 

 
JEL classification: M31 

 
1. INTRODUCTION 

In the beginning Internet was primarily a static place, but now Internet has become a social medium. Social 
media is any kind of information we share with our social network using social networking websites or services. Social 
media allows people with no special knowledge to post and share content with the world instantly. 

Social media is a relatively new phenomenon in the academic research field. Indeed social media is an 
unexplored area both for companies and the academic world. Studies and articles published up to now indicate that much 
of the current research in the social media area focus on either a business-to consumer perspective, or on a consumer-to 
consumer perspective, concentrating on social media's effects on individuals everyday lives. Many companies are not 
sure how to improve their business by using social media. Social media is already huge amongst individuals. In the last 
few years social networking has become increasingly popular with hundreds of millions of users worldwide. So, 
Facebook by June, 2012 accounts over 910 million active users.273 

Everyone, from students to business people to celebrities to politicians has embraced this new channel. Social 
media is even thought to have played a major role in helping the US President Barack Obama win the election in 2008 
(News Blaze, 2009) [1]. 

Social Media is top of the agenda for many business executives today. This has lead to companies understanding 
that, to reach the customers, they have to be present in this new communication channel. The phenomenon of social 
media has changed the platform of doing business as well as the private use of the Internet (Qualman, 2009). The main 
benefit of using social media when doing business is the efficient way of marketing. Traditional newspapers are 
diminishingly important when it is possible to instantly be updated online for free. 

Social media is substituting traditional media, but is equally important as a complement, maybe mostly due to 
expectations of users to be present in other channels than the regular ones (Qualman, 2009) [2]. 

Some companies are aware of these new channels and want to find new potential customers and relations by 
using them. There are a few companies in the world that successfully using social media and in Albania not easy to get 
such that know how to use, but the tendency is to go towards improvements to have further results. 
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Abstract: 

It is argued that products and services offering value for money not only influence customers’ choice behavior at the pre 
purchase phase but also affect their satisfaction, intention to recommend and return behavior at the post purchase phase. 
Despite strategic importance of the concept of perceived value for marketing, it did not receive enough investigation in 
the hospitality literature. This study is an attempt to test the validity and reliability of the perceived value dimensions in 
the evaluation of hospitality services. To do that, two-dimensional instrument was adapted from the one presented by 
Grewal, Monroe and Krishnan (1998). The scale was applied to two types of hospitality services, hotels and restaurants. 
Although the scale was found to be reliable, there were some issues involved about its validity across the two studies. In 
particular although the dimension of acquisition value was valid, the validity of transaction value was found to be very 
poor. In conclusion, this study suggests that a new conceptualization of transaction value and a better scale should be 
developed for the evaluation of hospitality services. 

Key words: value dimensions, Albania, industriality 
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Introduction. 

The concept of perceived value has recently gained its importance and wide popularity in the business 
environment because of its effect on consumer behavior and providing strategic implications for the success of 
companies. It is recommended that products offering value for money not only influence customers’ choice behavior at 
the pre purchase phase but also affect their satisfaction, intention to recommend and return behavior at the post purchase 
phase (Dodds, Monroe and Grewal 1991; Parasuraman and Grewal 2000; Petrick 2001). Hence, perceived value is 
claimed to be a major tool to help the service provider to gain a better competitive position in the market (Woodruff 1997; 
Parasuraman 1997; Huber, Herrmann and Morgan 2001; Naumann 1995; Stahl, Barnes, Gardial, Parr and Woodruff 
1999). However, despite its strategic importance for marketing, perceived value did not receive enough investigation in 
the literature (Dodds et al. 1991). In particular, very few efforts have been made to measure this construct in the 
hospitality industry (Bojanic 1996; Jayanti and Ghosh 1996; Kashyap and Bojanic 2000; Oh 1999). Although the 
conceptualization of perceived value goes back to late 70’s, researchers recently began to give reasonable attention to its 
operationalization (Sweeney, Soutar and Johnson 1997). The existing efforts have been hampered by various difficulties 
mainly arising from inadequate conceptualization and the wide spectrum of other constructs involved in the formation of 
value judgement. Perceived benefits, perceived price, monetary price, psychological price, and behavioral price are all 
concepts that are associated with conceptualization of perceived value. Furthermore, perception of value is recommended 
to be affected by stimulus and personal response factors such as characteristics of product, interest in product, different 
needs, motives, expectations, personality and social status (Ateljevic 2000; Solomon 1999). 

Therefore, evaluation of this construct is claimed to vary among individuals and this has made the process of 
perceived value measurement a complicated and challenging task (Semon 1998). Despite the presence of the above- 
mentioned issues, there have been some attempts for the assessment of perceived value through a variety of techniques 
(Anderson, Jain and Chintagunta 1993). For example, if the objective of the research is to explore the concept of value, 
focus group interviews are used. If the study aims to decompose the overall value judgement into various benefits sought 
in consumption, conjoint analysis is recommended (Anderson et al. 1993). Some scholars relied on secondary data 
analysis originated by consumer reports (Bojanic 1996; Bolton and Drew 1991). 
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Abstract: 

The purpose of the study is to investigate the relationships between service quality, satisfaction, trust, and store loyalty in 
a retailing context. All these variables have considerable importance on store performance, be it measured by financial 
indicators or market ones. The data were collected from a sample of 258 students in two universities in Albania, during 
the first quarter of 2012. The items included in the survey measured the variables of the study, as well as demographic 
characteristics of the sample. Confirmatory factor analysis (CFA) and structural equation modeling (SEM) were used to 
evaluate the hypotheses regarding relationships among model constructs. All the hypotheses developed in the study were 
positively confirmed, reinforcing the theory and previous research on this field. The study also reveals interesting 
implications on service quality, satisfaction, trust, and store loyalty, useful to both academics and practitioners. 
Managers will find this research helpful in better understanding these variables and their role on their companies’ 
performance. 

Keywords: Service quality, Satisfaction, Trust, Loyalty, Retailing 
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1. Introduction 
In response to the increasingly competitive marketplace, retailers are continually seeking strategies to insulate 

and increase profit. These strategies often concentrate on improving service quality, increasing customers’ satisfaction 
and trust, and fostering customers’ loyalty. Service quality has gained tremendous attention from managers and 
academics due to its considerable influence on business performance, cost reduction, customer satisfaction, customer 
loyalty and profitability (Chang and Chen, 1998; Cronin and Taylor, 1992; Gummesson, 1998; Leonard and Sasser, 1982; 
Newman, 2001; Sureshchander et al., 2002). Often and more the quality is considered as an investment for company, 
where the efforts for its improvement result in an increased clientele, increased levels of purchase from existing 
customers, and a rise in the company’s profits (Parasuraman et al., 1985; Reichheld and Sasser, 1990; Rust et al. 1995). 

Satisfaction is also a much desired target for businesses, since a satisfied customer is likely to buy more, return 
to the store and spread positive word-of-mouth opinions to other customers (Anderson, Fornell and Lehmann, 1994). 
Customer satisfaction leads to greater customer loyalty (Anderson and Sullivan, 1993; Bolton and Drew, 1993), reduces 
the costs of future transactions (Reichheld and Sasser, 1990), positively impacts firm’s revenues (Bolton 1998; Fornell 
1992), and minimizes customer defection if quality falters (Anderson and Sullivan 1993). 

Trust involves one person’s expectations that another will behave in a certain way (Deutsch 1958; Schurr and 
Ozanne, 1985). Trust between two parties requires that, if one part does not behave as expected, the other party will 
experience more negative outcomes than if the other does behave as expected (Deutsch, 1958). Trust is considered to be 
an important element of consumer perceptions about brands and companies (Aaker, 1997). Trust is beneficial for both 
customers and companies: customers benefit through a reduced perception of risk toward service provider and through 
social benefits derived from a trusting service provider; companies benefit through increased sales, reduced costs, 
positive word-of-mouth and even employees retention (Moorman et al., 1993; Schurr et al., 1985). 

Customer loyalty is considered an important key to organizational success and profit (Oliver, 1997). Firms with 
large groups of loyal customers have been shown to have large market shares, and market share, in turn, has been shown 
to be associated with higher rates of return on investment (Raj, 1985; Reichheld and Sasser, 1990). Dick and Basu (1994) 
suggest that brand loyalty stimulates positive worth of mouth and makes loyal customers more resistant towards 
competitive strategies. 

The focus of this study is to identify what consumers consider to be important in terms of the services they 
receive in a retail setting, and to explore possible explanations of consumer attitudes and intentions (customer satisfaction, 
customer trust, and customer loyalty) due to the perceived services quality. It will also assess the effects that satisfaction 
has on trust and loyalty, and the effect of trust on loyalty. Thus, the study aims to explore the possible relationships 
between perceived service quality and consumers' behavioral attitudes and intentions (i.e., customer satisfaction, 
customer trust, and customer loyalty) in the context of retailing. 
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Abstract: 

Modern economical theorists and other social scientists resort to mainly systems of mathematical equations which are 
stochastic systems of nonlinear differential equations. The problem with this approach is that the value of describing the 
“economic” events is not always justified by the effort put in developing these systems which are generally outdated until 
they mature. We can describe the situation as “The economy changes faster than the theory” The computational methods 
described in this paper aim to provide an alternative way to explain economical phenomena without attempting to find an 
ultimate rule leaving room for future evolution and adaptation to unforeseen conditions. 

Key words:econmical phenomenon, mathematical equations. 
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• Introduction 
Modern economical theorists and other social scientists resort to mainly systems of mathematical equations which are 
Stochastic systems of nonlinear differential equations. The problem with this approach is that the value of describing the 
“economic” events is not always justified by the effort put in developing these systems which are generally outdated until 
they mature. We can describe the situation as “The economy changes faster than the theory” The computational methods 
described in this paper aim to provide an alternative way to explain economical phenomena without attempting to find an 
ultimate rule leaving room for future evolution and adaptation to unforeseen conditions. 

The most important rapid change in the field of Economics is the change of paradigm in Information and Communication 
Technologies. If we focus more on the subject we observe that the definitions and delivery, consumption, deployment of 
all services within this context are changing. Business models, business environment as well as market conditions are 
also affected. Of all the changes taking place at the field of computers and information technologies, one phrase is 
increasing its importance and dominance. This is “Cloud Computing”. This phrase originates from the cloud symbol used 
in flow charts and diagrams to symbolize the wide area network. The principle behind the cloud is that any computer 
connected to the network is connected to the same pool of computing power, applications, and files. The term “Cloud 
Computing” is defined by US National Institute for Standards and Technology (NIST) in their 2011 DRAFT Cloud 
Computing Synopsis and Recommendations as “Cloud computing is a model for enabling convenient, on-demand 
network access to a shared pool of configurable computing resources (e.g., networks, servers, storage, applications, and 
services) that can be rapidly provisioned and released with minimal management effort or service provider interaction. 
This cloud model promotes availability and is composed of five essential characteristics, three service models, and four 
deployment models” [1] 
Methodology used in this paper is mainly literature review for collection of data from National and International sources 
and classify them to be useful as input for a programming an and agent based modelling environment for which only the 
outlines are given. 

Actual implementation of the model by creating the initial software on provided infrastructure is left for further studies. 
In fact the user generated software model requires no other effort, but each study to improve and develop will be part of 
this self-organizing and self-developing network (the word “self” is used in the sense that the network is an entity 
independent of its constituents) 

 
• Literature review 
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Abstract: 

The Direct Tax System in the Republic of Macedonia has always been subject of continuous reforms and additional 
improvements in order to achieve primary tax policy goals for simplicity and efficiency, especially in the period after the 
country became a candidate for membership in The European Union. The efficiency principle usually demands a tax 
structure with lower statutory tax rates and therefore, lower effective corporate tax burden that will not distort the 
investment decision. On the other hand, the simplicity principle requires a structure with less tax items and tax brackets, 
as well as lower administrative and compliance costs. From this perspective, tax authorities in Republic of Macedonia 
have made great efforts to restructure and redesign The Corporate Income Tax System and ultimately produced some 
simple and interesting solutions. Therefore, the goal of this article is to describe the Corporate Income Tax System in the 
RM as well as the recent reform trends that included: introducing flat tax rates in direct taxing, implementing the Tax on 
Gross Revenues for small enterprises, restructuring the Corporate Tax Incentive System etc. Except the description, the 
intention is to evaluate the effect of these tax code derogations by using some of the reliable effective tax burden 
measures such as the marginal effective tax rates – METR, and its components. The basic research method used in this 
article is the descriptive method. The rest of the methodology is consisted of: the comparative method, the empirical 
method, and the method of the METR. After reviewing the article, readers will have an illustration of the concept of the 
Macedonian Corporate Tax System and its recent trends and solutions that made it more effective over time. Therefore, it 
is highly recommended for researchers in the field of comparative tax studies, tax officials, investors as well as any other 
interested parties. 

Key words: tax rate, tax base, tax entities, tax burden, dividends, capital gains, etc. 
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1. General considerations 

The tax reform can be described as a dynamic process of continuous improvement of the structures of the 
national tax systems in order to fulfill the general economic and tax policy goals. Each tax reform is generally consisted 
of some mutual and essential elements such as: the historical element (what were the economic conditions at the 
beginning of the reform), the cause element (what were the main drivers of the reform), characteristics (what were the 
distinctive features of the reform), and the success element (was it able to accomplish the primary policy goals). The 
experience confirms that some of the most powerful tax reform drivers from a domestic and international point of view 
are the general tax policy principals such as efficiency and simplicity. 

The efficiency principle usually demands a tax structure with lower statutory tax rates and lower effective 
corporate tax burden that will not distort the investment decision. It is very difficult to define tax distortion because of its 
complex nature therefore it is desirable to be explained with reference to a neutral tax system. Theoretically, a neutral tax 
system generates equal tax burden across the economic agents, without any tendencies to change the relative prices 
between factors of production. 
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Abstract: 

Over the last 15 years waves of flat tax reforms have been rippling across the transition economies of Eastern Europe. 
Resulting economic consequences, globalization and special interest activities have spurred debates among politicians 
and economists in the Germany, Eastern Europe, and even in Albania. This essay investigates the potential efficacy of 
flat tax reform in the Albania with public choice tools. In this paper I develop two testable hypotheses to study the effects 
of the flat-tax proposal. The sections below include: 1) impacts of tax reforms, 2) comparison of between Albania and 
South East Europe FDI inflows. Also, the article discusses the impact of the new fiscal policies adopted by Albania, by 
implementing the flat tax on foreign direct investment. From this point of view were analyzed developments flow and the 
stock of foreign direct investment, taking into account the performance indicators of the flow of FDI. 

 
Keywords: Fiscal Policy, Flat Tax, FDI inflows, Regression Model. 
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Introduction 

 
In recent years the flat-tax revolution became popular among the transition countries. In recent years, many 

countries have adopted the flat tax, as an alternative to well known progressive tax system. With the latest extension of 
the EU, are a growing number of states that have adopted the flat tax imposition or who intend to adopt. Beginning with 
Estonia in 1994, a growing number of nations have joined the flat tax club. There is now Serbia with 14% (2003), 
Romania 16% (2005), Macedonia 12% (2007), Montenegro 15% (2007). 

Virtually all governments are keen to attract foreign direct investment (FDI). It can generate new jobs, bring in 
new technologies and, more generally, promote growth and employment. The resulting net increase in domestic income 
is shared with government through taxation of wages and profits of foreign-owned companies, and possibly other taxes 
on business (e.g. property tax). FDI may also positively affect domestic income through spillover effects such as the 
introduction of new technologies and the enhancement of human capital (skills). Given these potential benefits, policy 
makers continually re-examine their tax rules to ensure they are attractive to inbound investment. Tax policies may also 
support direct investment abroad, as outbound investment may provide efficient access to foreign markets and production 
scale economies, leading to increased net domestic income. At the same time, governments continually balance the desire 
to offer a competitive tax environment for FDI, with the need to ensure that an appropriate share of domestic tax is 
collected from multinationals. But while tax is recognized as being an important factor in decisions on where to invest, it 
is not the main determinant. FDI is attracted to countries offering: access to markets and profit opportunities; a 
predictable and non-discriminatory legal and regulatory framework; macroeconomic stability; skilled and responsive 
labor markets; and well-developed infrastructure. All of these factors will influence the long-term profitability of a 
project. 

Anyway our study is based on especially on the impact that “tax form” has on FDI inflows. Starting from end of 
2007 Albania has implemented a new fiscal policy, specially the launch of 10 % flat tax, ranking Albania between the 
countries with the lowest taxes in the region. The 10% flat tax is both for personal income tax and corporate income tax. 

The government program of scaled tax cuts contributed not only to make the country a more attractive one for 
investments, but it did not endanger at all the fiscal consolidation. The introduction of the flat-rate-tax at the level of 10% 
means: reducing the corporate tax from 25% to 10%, personal income tax from 23% to 10%, and small business tax was 
cut back by 50%, social security contribution from 44% to 27.9%. By lowering fiscal charge by 50% for four major taxes 
such as personal income tax, corporate income tax, social contribution, and small business tax, Albania offer real 
incentives for foreign and domestic investors (Milo 2011). 

mailto:rovenatroplini@yahoo.com


Section VIII Taxation, Fiscal Sovereignty & Fiscal Decentralization 

493 

 

 

 
PROGRESSIVE OR FLAT RATES ON TAXING PERSONAL INCOME? 

THE CASE OF ALBANIA 
 
 

Dr. Olta Milova 
Faculty of Economy/University of Tirana 

email: oltamilova@hotmail.com 

Abstract: 

The tax system has an important impact on determining the behavior of economic agents, market distortions, government 
revenues, the redistribution of income, etc. The performance of the tax system can be measured according to the 
efficiency like administrative procedures, tax rates, flexibility on changing conditions of the economy and equity like 
shifting tax incidence from wealthy to poor individuals, or from small businesses to big corporate. Nowadays it is held a 
strong debate about the tax rates comparing progressive with flat ones. The advocates of flat taxes give point to 
administrative simplicity and the broader base of taxation reducing evasion. The increase of inequality, the shift of tax 
burden from high level income to low level income and sometimes the level of government revenue raised are some of the 
weaknesses of this tax. However many countries in the world including Albania have adopted this kind of tax. But it 
doesn’t have the same impact. Some of the countries have shown good experiences of flat tax and some other have 
unclear effects of this tax. The aim of this paper is to show the situation of the flat tax in Albania with all the 
improvement made, the problems and the challenges for the future based on efficiency and equit problemy. The analysis 
is focused in some important point like simplicity of the tax procedures, fiscal burden and government revenues. At the 
end will be drawn some conclusion and recommendations. 

Keywords: Progresive tax, flat tax, government revenue, fiscal burden, personal income tax, profit tax 
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• Theoretical consideration of flat tax application 

The term flat tax was proposed by Hall and Rabushka in 1985 as a genuine reform of taxation. This 
reform aims to change substantially the way the government decides to organize the collection of government revenues. 
According to this tax reform the income will be taxed only once with the same rate of taxation. The authors argue that 
income taxed only once can significantly simplify taxation system. Another important aspect of the flat tax is that income 
is taxed uniformly regardless of the level of the income of individuals. The only exception according to the proposal 
made by the Hall-Rabushka is the reduction of taxation of families and individuals with are below a certain minimum of 
income. Flat tax reform according to Hall-Rabushka is considered as a tax which increases consumption, because of the 
increase of consumption trend by reducing double taxation. The authors have reached the conclusion that this reform aim 
to increase the efficiency of the tax system through a tax system based on consumption without prejudice in this way the 
government revenues. As a result is expected a boost of savings and investment and therefore the accumulation of capital 
in the market. These are important factors for a sustainable economic growth. 

The Placement of flat tax is divided into two moments by the economists. First moment has to do with 
setting the tax in the Baltic Republics. The characteristic of these tax rates is that they are higher than in other countries 
and where the placement of the flat tax has been part of a package of tax system reforms of these countries. 

However, over time these rates are somewhat reduced compared to their start. The second wave of flat 
tax setting begins with Russia in 2000 and continues with a number of other countries. Their common characteristics are 
the tax rates between 10 - 19 percent. Placement of the flat tax in these countries has been accompanied by some 
auxiliary measures addressed mainly in the reduction of social security contributions. Placing a full flat tax structure 
would mean unifying the value added tax (VAT) with the same rate with personal income tax (PIT) and profit tax (PT). 
This form is applied only by Slovakia which has the same rate of 19 percent for all three taxes. 

 
1.1 Some reasons why to use flat taxes 
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Abstract: 
The present report focuses on the reasons for and the consequences of the Euro area sovereign debt crisis. Structural 
imbalances between the core and the periphery of the Euro area and the lack of fiscal integration are the main reasons 
for the crisis. After the creation of the EA its peripheral members borrowed large sums of money, mainly from foreign 
private lenders, and gradually aggravated their public finance stability indicators. The lenders’ loss of faith in the 
solvency of these states stopped the cheap foreign financing and grew into a government debt crisis. The crisis drew 
attention to the asymmetries between the heart and the periphery of the Economic and Monetary Union (EMU), which 
can be seen in the different levels and dynamics of key macroeconomic indicators such as consumption, saving and 
investment. The debt crisis is not just a problem of EA peripheral member countries (Greece, Ireland, Portugal, Italy, 
and Spain) and cannot be resolved solely by fiscal austerity measures in these countries. The EA government debt crisis 
has systemic character and requires strategic solutions such as fiscal integration of EA member states (or at least 
increased coordination of their fiscal policies) and the establishment of a new governance structure of the EMU. 

Key words: Euro area, sovereign debt crisis 
 

JEL Classification Code: E44, F34 
 

1. The roots of the EA government debt crisis 
The unprecedented global economic crisis of 2008 and the recession after it have lead to a worldwide 

deterioration of fiscal deficit and public debt ratios to GDP. This deterioration is due mainly to a fall in budget revenues 
because of decreasing incomes, profits, sales and consumption. In 2010 developed economies averaged fiscal deficit of 
8.3% of GDP and public debt ratio of 97% of GDP. In 2006 the public debt to GDP ration for advanced countries was 
75% [2]. Optimal public debt levels for the group of developed states vary from 60% to 90% of GDP. A vicious debt 
spiral may be created if GDP growth falls below debt service expenses [3]. 

The sovereign debt crisis started in the beginning of 2010 when the return on Greek government bonds sharply 
rose because the market had doubts about the ability of Greece to meet its obligations. Soon interest rates became 
intolerably high for Ireland and Portugal as well and the three states were made to seek assistance from International 
Monetary Fund (IMF) and the European Union (EU) to compensate for the lost confidence of private lenders. 

One of the main reasons for the debt crisis is the great disparity between the center and the outskirts of the 
EMU, which manifests in the different levels and trends of important macroeconomic indicators like per-capita income, 
consumption, saving and investment. Before the crisis the peripheral states tried to catch up with the center in their 
development through cheap foreign loans. The asymmetries between the center and the outskirts of the EMU are most 
obvious in saving and consumption. After the introduction of the Euro the peripheral countries took advantage of low 
interest rates, made loans and increased their consumption expenditures. For ten years (1997-2007) real consumption 
expenditures have grown by 55% in Ireland and by approximately 35% in Greece and Spain [1]. On the other hand, the 
share of consumption in Germany has been steady since 2001 which, combined with the high rate of saving, gives the 
country lots of money to lend abroad. The picture of imbalances is completed by investment trends. 

The share of investment expenditure in GDP has slightly declined in Greece, remained constant in Portugal and 
risen in Ireland and Spain [1]. However, in the latter two countries the increase of investment share has been due to the 
boom in residential construction but not to a rise of productive capacity that can contribute to economic growth. 

In brief, foreign loans have been used in Greece and Portugal to increase consumption and in Ireland and Spain 
to build residences. In all the four countries the increase of their foreign debt after the adoption of the Euro has been 
accompanied by a low rate of saving. The received foreign loans have not been used to increase productive capacity, to 
generate economic growth and decrease the debt burden. The imprudent use of foreign loans has made their service by 
the peripheral countries problematic. 
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Abstract: 

The inexistence of the harmonisation of the effective principles and the real non-homogeneity of the national’s tax 
systems make the direct taxation a real factor of the competition for the companies. The companies, through specific 
planning and relocations, seek to exploit the current incompatibility of the national’s tax systems in the field of direct 
taxation. In fact, this situation doesn’t intend that the European tax harmonization in the field of direct taxation it is 
necessary to be pursued, but it means that an excessive incompatibility between the national’s tax systems produces 
negative effects creating as result current distortions in the internal market and, in most cases, incompatibilities with the 
European order for which the Member States of the European Union need to apply a national tax policy in line with the 
European Union tax policy. Taking into consideration this issue, the proposed paper aims to analyze the question of the 
harmonization of national direct taxation systems in relation of the companies’ incomes taxes with the European Union 
discipline taking into account that the task of the European Union is to supervise the Member States in way to ensure the 
correct application of the rules established by the European Union Treaty. In view of these purposes and final objective 
to respond improvement action in the field of direct taxation of companies’ incomes, to verify if exist or not yet an 
European tax model for the direct taxation of the companies’ incomes and to remove the distortions to internal market, 
the expected results of the research, being based on the analysis of the European Union discipline, will be the 
approximation and the coordination, in the context of the subsidiary principle, of national direct tax systems with the 
European Union discipline in order to ensure the community principles and the fundamental freedoms. 

Key words: companies’ incomes taxes, approximation, cross-border activities, discrimination. 
 

JEL Classification: K33. 
 
 

1. Introduction. 

The companies, having as purpose to make more competitive their actions within internal market, use overall 
the incongruence and the fiscal incompatibility choosing between different national tax orders the tax system that offers 
the possibility to exploit the “tax paradise”. 

In order to reach at a right conclusion for the role that plays the tax factor to the competition between the 
companies, it is relevant to individualize the entire process carried out by the European Union against the national tax 
provisions from which emerge the issues of distortions to the internal market, the harmful tax competition and also to 
guarantee the fundamental principles established by the Treaty of the European Union as well as the Court of Justice of 
the European Union, issues that highlight the relevance of the approximation of national direct taxation systems with the 
European discipline. 

The choice of the companies to be located within internal market as well as inland the territory of the Third 
States directly affects the tax requirements of that territory. 

This means that the companies located through a permanent establishment or a company branch in an area 
known as “tax paradise” feel certain fiscal facilities; the reason for which the Member States have established certain 
rules related  
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Abstract: 

Macroeconomic aspects of proportional taxation of Central and Eastern Europe. Over the last decade, most countries in 
Central and Eastern Europe have adopted proportional taxation as a measure to stimulate economic activity. The lack of 
conclusive empirical evidence, impaired social justice and the need to stimulate the economy, especially in a crisis 
moments, raise the issue of more clearly define the benefits of applying proportional taxation. The working paper aims to 
quantitatively test the underlying assumption in stimulating economic effects of administration of the tax. The object of 
empirical study is proportional taxation of the CEE countries (Bulgaria, Montenegro, Macedonia, Romania, Serbia, 
Slovakia, Albania, Russia and Georgia) and its impact on basic macroeconomic indicators such as GDP, employment, 
inflation, government debt and foreign direct investment. In order to conduct the econometric study of searched 
dependencies will apply an econometric methodology based on vector autoregressive model (VAR). 

 
Key words: Gross Domestic Product, Proportional Tax, Employment, Investment, Inflation 
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Over the last decade, most countries in Central and Eastern Europe have adopted proportional taxation as a 
measure to stimulate economic activity. The lack of conclusive empirical evidence, impaired social justice and the need 
to stimulate the economy, especially in a crisis moments, raise the issue of more clearly define the benefits of applying 
proportional taxation. The working paper aims to quantitatively test the underlying assumption in stimulating economic 
effects of administration of the tax. 
The object of empirical study is proportional taxation of the CEE countries (Bulgaria, Montenegro, Macedonia, Romania, 
Serbia, Slovakia, Albania, Russia and Georgia) and its impact on basic macroeconomic indicators such as GDP, 
employment, inflation, government debt and foreign direct investment. In order to conduct the econometric study of 
searched dependencies will apply an econometric methodology based on vector autoregressive model (VAR). 

Proportional taxation is speeding up more and more in the countries from Central and Eastern Europe. As a way 
of putting a tax on personal income, a number of countries have accepted the system of proportional taxation in order to 
increase their economic activity. The flat tax originates in the Baltic States. Estonia and Lithuania are the first 
contemporary countries that introduced the system of putting a flat tax on individual income in 1994. Thus they laid the 
“foundations” and other countries followed their example: Russia in 2001, Serbia in 2003, Slovakia in 2004, Georgia in 
2005, Rumania in 2005, Albania in 2007, Macedonia in 2007, Montenegro in 2007, Bulgaria in 2008, the Czech Republic 
in 2008. 

The incredible success that Estonia achieved according to some economists309, (Mart Laar) was an example for 
an increasing number of countries. Despite the incredible success in the countries from Central and Eastern Europe for 
many developed countries proportional income taxation is still a heresy. There is no well-developed economy that puts a 
tax on the income of its people with a flat rate. 
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Abstract: 

The main purpose of this study is to examine the impact of the current world wide financial and economic crisis on 
financial decentralization process in Bulgaria and identify the answers of the central and local governments to the 
critical situation in the context of specific conditions of the national economy and the stage of financial decentralization 
reform. Analysis is focused on dynamics of the main macro economic indicators, based on fact figures for the period 
1990–2011 and forecast for 2012, and its impact on the public finance. The most important actions, taken by the national 
government to consolidate the crisis are described and evaluated on the base of their effects on the local finance. A 
comparison is made between the loss of Bulgarian economy in the beginning of transition (1991-1993), during the 
financial crisis in 1996-1997, caused by credit crunch and series of bank bankruptcies, and the current financial and 
economic crisis. Finally, some conclusions and policy recommendations are outlined, intended to improve crisis 
management in Bulgaria both on the national and local level. 

Key words: financial decentralization, local finance, economic crisis 
 

JEL Classification: H71, H77 
 
 

1. Introduction. 

The process of decentralizing public sector in Bulgaria started parallel to the transition from a planned, socialist 
type economy toward marked based economy. During the last 20 years a remarkable progress has been achieved, 
although local government finance reform in Bulgaria proved to be a very long and difficult process. The main purpose 
of this paper is to provide a critical overview of the local government finance reform and analyze the process of 
strengthening financial decentralization in Bulgaria. It is structured in five sections. Section two introduces the specifics 
of country’s government structure and presents the legal base of local self-government. Third section traces out the main 
stages in the evolution of financial decentralization. The role of different governmental tiers within the public sector of 
the country is analyzed on the base of the dynamics of public expenditures indicators. Development of the financial 
decentralization process is assessed through the relative importance of the local expenditures both in the consolidated 
public expenditures and the GDP. Special emphasis is placed upon the evolution of local budgets revenue structure over 
the period 1991-2012. The relative share of own-source revenues is analyzed as a precondition for expanding local 
financial autonomy. Fourth section illustrates the impact of economic crises on the local government finance. The last 
section concludes. 

 
2. Foundations of the Local Self-government in Bulgaria 

 
2.1. Government Structure 

Government structure of Bulgaria is not very fragmented. Due to the five administrative reforms, which have 
been conducted during the second half of the 20th century, the number of the administrative-territorial units at different 
levels decreased. Presently, as a unitary state, with 7.4 million population314 and territory of 111 000 sq. km, Bulgaria 
enjoys comparatively simple subordination scheme. 

 
 
 

 
314 Last census on 01.02.2011, source: National Statistical Institute. 
http://www.nsi.bg/Census2011/indexen.php 
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Abstract: 

Local government, is financed by a mixture of own revenues (primarily local taxes which are located within the limits 
established by law, and collected by local government), the division of collected revenues in the territory of the local 
units from national tax and grants transfer from central government. Local and regional governments have limited funds. 
Local revenue base is usually quite narrow; local-level governments are closely dependent on government transfers. 
These transfers require both administrative and economic costs, but are necessary in the majority of countries, 
particularly in transition and developing countries. The purpose of this paper is to analyze how deep the fiscal 
decentralization in Albania is. Political and administrative decentralization can have sense only if accompanied by fiscal 
decentralization. This is a necessary requirement for a successful decentralization.Political decentralization gives 
citizens the control over decision-making processes within the framework of rules established for institutional 
decentralization. 
Administrative decentralization, transfers the responsibility for planning, financing and management of public services 
from central government, to regional or local governments. Fiscal decentralization describes the system of local 
expenditures financed through local revenues, various types of transfers and government borrowing. 
Parker317 (1995) recognizes the impossibility of designing a single strategy for decentralization and the importance of a 
healthy combination of all three types of decentralization. In this paper will be treated the historical, economic and 
political circumstances that have affected the process of decentralization after 1990. Given that the basis for institutional 
positioning of Albania was established with the approval of the 1998 Constitution and other laws we will focus on the 
main decentralization reform efforts made in 1998 and 2000 and particularly the depth of administrative and fiscal 
dimensions. 

 
Key words: political / administrative / fiscal decentralization, local government, government transfers. 
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1. The historical circumstances, economical and political issues affecting the decentralization process after 
1990. 

 
The meaning of decentralization 

 
Decentralization has emerged as a need of delegating the responsibilities from central to local level, contributing 

to increased power efficiency, increasing the level of democracy, the distribution of responsibilities, bringing decision- 
making closer to the citizens. Decentralization does not give the same effects in all cases. The process of decentralization 
often affects the growth of bureaucracy, the increment of expenditures on bureaucratic apparatus and increases the 
possibilities of works delays and various abuses. 

 
 

 
317 Parker Andrew. 1995. “Decentralization: The Way Forward for Rural Development. 
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Abstract: 

Within the contemporary economic conditions, enterprises might achieve a competitive advantage if only they sell goods 
and services with high quality and lower prices. Customers, usually, prefer quality goods with acceptable prices, while 
such goods create reputation with the particular brand. The perfect control system is necessary to achieve a high quality 
product, which the cost quality management is considered to be an indispensable part in. The cost quality is nevertheless 
created to ensure that customers’ requirements are being appropriately attained. The most important objective of quality 
costs controlling is to assist the management in enhancing the product’s value permanently. The superior cost quality 
control system helps the management to achieve other strategic objectives, such as: producing goods with acceptable 
costs and deliver the products to their customers in time. 

Key words: quality costs, quality management system, total quality management. 

JEL Classification: M10. 
 

Introduction 

Within the contemporary economic conditions, enterprises might achieve a competitive advantage if only they 
sell goods and services with high quality and lower prices. Competitive advantage refers to the ability of enterprises to 
accomplish their operations better than the other companies, since they are proficient to produce goods and services more 
efficiently and effectively. The competitive advantage itself is being characterized by several factors, such as: efficiency, 
quality, innovation and costumer’s needs. 

Enterprises might achieve enhanced efficiency if only they accomplish to reduce necessary recourses 
(manpower and raw material) in manufacturing their products and services. Within contemporary competitive conditions, 
enterprises are looking for new, better methods to reduce resources consumption, to improve their efficiency. The 
employees have been educated by their companies to learn new skills and techniques, which are compulsory to 
accomplish different operations on computerized equipment. 

Global competition require from companies to improve employees’ skills and abilities, which contributes goods 
and services with better quality. Companies apply different techniques to improve product’s quality, such as TQM – 
Total Quality Management. Namely, employees who are involved in the process of TQM are organized in quality control 
teams and they are obligated to investigate new and better techniques to achieve their operations, as well as controlling 
and evaluating quality of their products. 

Innovation is process of creating new products and services which customer desired, whereas exploring modern 
methods of producing new products is particular challenge. Management ought to create ambience for employees to 
motivate them to be innovative. Innovation management is one of the most difficult management’s obligations. 

Enterprises dispose quality products and services to the costumers to live up their expectations. Therefore, they 
are obliged to permanently educate their employees. Namely, retail subjects, services trade, banks, hospitals etc., 
truthfully depend of their employee’s attitude. 
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Abstract: 

This research concentrates on the fundamental causes of the current financial crisis and the impact of it in the banking 
system and more on the economy. The subprime mortgage crisis of 2007 was characterized by an unusually large 
fraction of subprime mortgages originated in 2006 and 2007 becoming delinquent or in foreclosure only months later. 
The banking crisis melted down a large part of the value of bank assets all over the world. This meltdown started with 
poisoned assets, notably subprime mortgages of US banks, but quickly spread to bank assets in other countries and a 
crash of global stock markets. The crisis that started in August 2007 originated from two factors: macroeconomic policy, 
especially the interest rate policy of the central banks, and a financial system built on the premise that there would 
always be too much liquidity, never too little. 

Key words: Banking system , Financial crisis, subprime mortgage, interest rate, 

JEL Classification: G01, G15, G21, G24 
 
 
 

Introduction. 

Two of the most characteristic features of financial crises are the : 
- Credit crunch, a pervasive withdrawal of credit and decline in willingness to lend. Wojnilower (1985) defines a 

credit crunch as a “blockage in the supply of credit—a sudden and unanticipated intensification of nonprice 
rationing” (p. 351). At the time the term was introduced, it referred largely to bank lending, but fairly describes 
the behavior of nonbank intermediation as well. 

- Liquidity crunch, an intense increase in liquidity preference and the desire to exchange other financial assets for 
money. In the most extreme cases, all but the closest money substitutes are rejected in favor of cash or precious 
metals. 

According to the literature the general features of a severe crisis from a welfare point of view are the decline in real 
economic activity , which is the most important manifestation of a crisis, unemployment rises, economic growth slows 
or becomes negative, and output declines, causing widespread suffering. The deterioration in business conditions tends to 
be worse and longer-lasting, the more badly the financial system is impacted”. In the below sections of our paper we will 
be focused in the understanding the financial crisis that happened the last years and its consequences , the next section is 
about the long and short run measures that the governments must take in order to control the crisis consequences. Section 
three contains the measures that should be taken then closing with some conclusions in the last section. 

 
1. Understanding the financial Crisis of our time, causes and consequences 

1.1 What causes the subprime crisis of 2007? 

The subprime crisis is seen as a historic turning point in our economy and our culture. Such crisis came as a 
result of a speculative bubble in the housing market that began to burst in the United States in 2006 and has now caused 
ruptures across many other countries in the form of financial failures and a global credit crunch. 
The crisis that started in August 2007 originated from two factors: 

- macroeconomic policy, especially the interest rate policy of the US Federal Reserve, and a 
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Abstract: 

Now a days financial crisis is one of the biggest problems in the world. It has affected all the aspects of the economy in 
developed countries and in the developing countries. Banking sector is one of the most affected sectors. This is the reason 
why wr will try in this paper to describe the types of the crises and the main factors that cause the crises. Then we will 
focus our analyses on the last financial crises that began United States of America and then it affected even Europe and 
the developing countries. At the next section we will try to give some recommendations about the possibility to avoid or to 
minimize the effect of the crisis. This will be done by analyzing the causes of the crisis and the way to avoid these factors. 
In the last section we will try to briefly show what happened in Albania. Are we avoiding the factors that caused the 
crisis? Where successful the followed policies? One of our conclusions is that countries that were in a way ‘away’ from 
financial markets were not affected directly from the crisis. They are suffering the consequences that came from the 
countries that were directly involved in the crisis. 

Keywords: financial crisis, banking sector, bad loans, international organizations. 

JEL Classification: E42, E44, G01. 
 
 

1. Financial crises: Causes and solutions. 
 

1.1 Causes of financial crises 
Causes of the financial crisis can be divided into two categories: crises caused by macroeconomic factors and 

caused by weak microeconomic infrastructure which are independent of each other. For more the cause of the financial 
crisis is the lack of economic stability. These results affected the deterioration of the assets quality and strong fluctuations 
in asset prices and exchange rates that undermine core business of banks. 
Although macroeconomic shocks can initiate major banking problems, these shocks latter may be aggravated by 
microeconomic structural problems as corporate governance issues, disfigured systems driven by weak regulatory 
structures and poor management practices, including internal lending caused by internal control and information 
infrastructure. 
The following components are the main strengthening the efficient banking system. 

- A system of laws and rules of corporate governance and property rights, including bankruptcy laws, and the 
laws that describe the rights of creditors in the seizure or the exposure of borrowers' assets. 

- An uniform structure of transparency of accounting standards 
- A facility that provides an audit and examination of banking sector 
- A structure of rules for the public transparency of the financial information 

 
Organization of supervision of banks varies from one country to another, for example in England and Italy while the 
central bank function exists in countries such as Canada and Switzerland exists banks supervisory authorities that are 
independent and separate from the central bank. While countries like Germany, Japan and the U.S. have mixed systems 
in which the central bank separates supervision responsibilities with other government agencies 

 
1.2. Current financial and economic crisis. 

Concerns about the crisis are more than obvious. Let's update a little memory of how it started everything. 
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Abstract: 
 

The issue of inclusion of the state, more or less, in the economy is causing extensive hearings and will always present 
theme in discussions conducted in the area of economic issues. The same is especially apparent in the moments when the 
world is facing or already in crisis, not only in developed economies, but in others, and in particular the case in 
Macedonia. The great economic crisis since its emergence in the U.S. with unprecedented speed expanded in the 
countries of the European continent and did not circumvent the Republic of Macedonia. For preservation of the existing 
macroeconomic environment and for creating a favorable business environment in which the economic subjects can 
conduct business and minimize the negative impact the crisis has on domestic subjects, the Government in its efforts 
repeatedly direct the taking of proper anti-crisis measures which aimed to maintain favorable ambiences for 
management in the state. Maintaining quality dialogue with the business community, undoubtedly is a necessary 
prerequisite for creating a good business climate and without crisis, but this it is of particular importance in crisis so it is 
necessary for all stakeholders to bear part of the burden to find the exit this crisis with as little as possible consequences 
for them. In this context the Government since the first announcements of the crisis in the world and euro zone in the last 
quarter of 2008, based on indications of the business community, passed four packages of anti-crisis measures. With 
these packages Republic of Macedonia wanted to minimize the effects of the crisis on its economy and the economic 
participants. 

 
Keywords: macroeconomy, crisis, anti-crisis measures. 
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1. Introduction 

The issue of inclusion of the state, more or less, in the economy is causing extensive hearings and will always 
present theme in discussions conducted in the area of economic issues. The same is especially apparent in the moments 
when the world is facing or already in crisis, not only in developed economies, but in others, and in particular the case in 
Macedonia. 

The great economic crisis since its emergence in the U.S. with unprecedented speed expanded in the countries of 
the European continent and did not circumvent the Republic of Macedonia. 
For preservation of the existing macroeconomic environment and for creating a favorable business environment in which 
the economic subjects can conduct business and minimize the negative impact the crisis has on domestic subjects, the 
Government in its efforts repeatedly direct the taking of proper anti-crisis measures which aimed to maintain favorable 
ambiences for management in the state. 

In this way it was and still is wanted to mitigate the consequences of a major world economic crisis carried in 
the Macedonian economy. As one of the most important measures will be mentioned the following: the reduction of 
budget expenditures, the credit support to enterprises, changes in the tax area, improving the liquidity of Macedonian 
companies and others. 

Maintaining quality dialogue with the business community, undoubtedly is a necessary prerequisite for creating 
a good business climate and without crisis, but this it is of particular importance in crisis so it is necessary for all 
stakeholders to bear part of the burden to find the exit this crisis with as little as possible consequences for them. In this 
context the Government since the first announcements of the crisis in the world and euro in the last quarter of 2008, 
based on indications of the business community, passed the first package of anti-crisis measures package containing two 
types of measures: 
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Abstract: 

In our analysis of collective bargaining in the Republic of Macedonia in the period 1990-2010, we have applied the 
model of industrial relations of Harvard Professor John T. Dunlop. According to this model, collective bargaining is 
influencd by internal and external factors. Internal factors that affect collective bargaining are: the organizational 
capacity of the actors, followed by: the number of members, finances, personnel policy, unity and solidarity. External 
factors (external environment) that affect collective bargaining are: socio-economic and political context in the country, 
the legal framework, the ideology of the government, the policies of international financial institutions (IMF and World 
Bank), unemployment. 

Key words: collective agreements, Macedonia, external factors. 
JEL Classification: F00. 

 
1.  Characteristics of collective bargaining in RM 
The development of the system of collective bargaining in RM includes two periods. The first is from 1990 - 2005, 

when it functioned on the basis of the majority model of representation and the second period is from 2005 to the present 
(2012), when the collective bargaining functions on the basis of delegate model of representation. According to this 
model the trade union or employers' association has the right to collective bargaining if it meets certain conditions and 
criteria established by law. With the provisions of the Labor Code of 2005 (Official Gazette 62/05) there was only one 
criterion (33% of membership). The amendments to the Labor Code in 2009 introduced other criteria.336 

From 1990 - 2008 collective bargaining in RM is associated with only one union (SSM). In January 2008 KSS 
after obtaining representative status in the public sector signed OKD for the public sector. With the amendments to the 
Labor Code in 2009 (Official Gazette of RM no. 130/09), introduced new criteria for representativeness, KSS, apart from 
the public sector, private sector representativeness was proved as well. KSS also concluded 7 KD at the level of branches 
and activities which ended the long dominance of the SSM in collective bargaining in the RM. 

In the beginning of the transition as a subject of collective bargaining on the part of employers appeared the 
Economic Chamber of Macedonia, which is contrary to the modern practice of collective bargaining. It was a temporary 
solution, because during that time employers had not established an appropriate association. By adopting appropriate 
legislation, this space temporarily was filled by the Economic Chamber of Macedonia (ECM). With the development of 
industrial relations in Macedonia, ie the adoption of the new Labor Code (Official Gazette of RM No. 62/05) a basic legal 
framework was created for the registration of employers' associations. First employing Association that proved its 
representativeness was the Organization of Employers of Macedonia (ORM), with which the Chamber of Commerce is 
definitely no longer a subject of collective bargaining. 

rt.212 of the Labor of Macedonia who pay union dues; 3. To join at least three unions at the national level by different branches; 4. To 
act on a national level and to have registered members in at least 1/5 of municipalities in RM 5. To act in accordance with the statute 
and the democratic principles and 

6. To be comprised of unions that have signed or acceded to at least 3 KD at the level of branch or department, according 
to NKD. 
In Art. 213 of the Labor Code the representative employers' association for the republic is an association that meets the 
following conditions: 1. To be recorded in the register of associations of employers run by MLSP; 2. To be joined by at 
least 5% of the total number of employers in the private sector of the economy in the Republic of Macedonia or the 
employers association members to employ at least 5% of the total number of employees in the private sector in the 
Republic of Macedonia; 3. Members of the employers' association to be at least 3 branches or departments in accordance 
with the NACE 4. To have members in at least 1/5 of the municipalities in Macedonia; 5. To have concluded or acceded 
to at least 3 KD at the level of branch or department, according to NACE and 6. To act in accordance with its 
constitution and democratic principles. 
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Abstract: 

This study sought to assess and analyze customer satisfaction with service quality in the insurance industry of Albania. 
Specifically, it examined the determinants of satisfaction and the effects of customer satisfaction on behavioral intentions 
of consumers in Albania’s insurance industry, as well as the influence of background data on the relationship between 
satisfaction and behavior intention. The study was a cross-sectional survey that used self-administered structured 
questionnaire to the target population of customers of insurance companies in Albania. Out of the one thousand and one 
hundred questionnaire administered, one thousand and fifty-one usable questionnaire were obtained constituting 87.6% 
for analysis. Structural Equation Modeling (SEM) approach was used to analyze and test relationships among variables. 
The study found that Reliability and Responsiveness are Functional quality dimensions that were found to have 
significant impact on customer satisfaction. Again, Technical quality, Price, and image quality were found to be factors 
that do not significantly affect customer satisfaction determination. Moreover, customer satisfaction was found to have 
significant and positive impact on behavior intentions such as likelihood to recommend, switching intention and 
repurchase intention. Furthermore, demographic characteristics such as gender, age, education, and income levels were 
found to have no significantly impact on the relationship between customer satisfaction and behavior intentions. The 
implications of the study to management and theory are discussed and recommendations for future research have been 
made. 

Key words:customer, satisfaction, determination. 

JEL Classification: M19. 

INTRODUCTION 

Background to the Study 

The focus on customer-centric marketing philosophies has received considerable attention in the marketing literature by 
scholars and practitioners. Both practitioners and scholars are increasingly looking for ways to understand, attract, retain 
and build intimate long term relationship with profitable customers (Kotler, 2006; Gronroos, 1994). One of the key areas 
in the customer-centered marketing paradigm is ensuring that existing customers are satisfied. As a result organizations 
have been studying and developing strategies to satisfy customers and achieve customer delight. According to research, a 
very satisfied customer is nearly six times more likely to be loyal and to re-purchase and recommend a product/service to 
family and friends than a customer who is just satisfied. It is again believed that satisfied customers tell five other people 
about their good treatment, and that five-percent increase in loyalty can increase profits by 25% - 85%. Conversely, the 
average customer with a problem eventually tells eight (8) to ten (10) other people (SPSS White paper, 1996; Limayem, 
2007). Numerous studies have established the fact that customer satisfaction (CS) drives customer retention and loyalty 
(Heskett et al., 1997; Heskett et al., 1994; Reichheld and Sasser, 1990). It is believed that the average business spends six 
(6) times more to attract new customers than to retain old customers. Customer retention is, therefore, basically a product 
of customer loyalty and value which in turn is a function of the level of customer satisfaction or dissatisfaction (CS/D) 
(Reichheld, 1996). Organizations that have long-term perspective for growth are, therefore, increasingly developing 
measures to ascertain customer satisfaction/dissatisfaction. 
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Abstract: 

Regulation of life insurance with a high investment component depends on the objectives of the regulator and the range 
of products offered. Risk management for these products may involve the use of sophisticated financial instruments, but 
the use of these instruments can create risk as well. Regulation is necessary to correct market imperfections, and the 
degree of necessary regulation depends on the sophistication of the market. Regulators must balance the need for 
simplicity of regulation against the need to permit product innovation. This paper discusses issues related to solvency 
risk management for a range of high savings life insurance products. Evidence shows that a competitive free market 
allocates scarce resources efficiently, enhances the value of products brought to market, and enhances consumer choice. 
Previous research found that liberalization and deregulation seem to have increase productivity. This rigorous research 
confirms the results of economic theory, that a competitive market increases productivity. What, then, is the proper role 
of insurance regulation? A perfect market might be able to operate effectively with no regulation, but insurance markets 
tend to have imperfections that must be corrected by regulation. The proper role of regulation is to compensate for these 
imperfections with the minimum interference with the functioning of the market. The most important imperfections in the 
insurance market are information asymmetry, market power, and systematic financial risks. The classic example of 
information asymmetry in life insurance arises as adverse selection, when an applicant is aware of adverse risk 
information that the insurance company is not aware of. While this is a common potential problem, companies usually 
handle it effectively in their underwriting process. The more pertinent problems for this discussion involve information 
that companies have that their customers do not have. This information includes company financial strength, the risk 
profiles of investment products, and comparative value of products. These imperfections bring about the need for 
regulation of solvency and consumer product disclosure. 

Key words: risk, management, insurance, life. 
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Introduction 

A further imperfection in the insurance market results from market power. This arises when companies are able 
to limit competition. Market power can arise from regulatory involvement. For example, complex regulations can create a 
barrier to entry, which can keep competitors out of the market. Taxes, such as premium taxes, can create barriers to entry 
if the cost for foreign companies is higher than that of domestic companies. Some sources of market power, such as 
product differentiation, or maintaining a good reputation, can be beneficial to consumers. 

Systematic financial risks exist when the failure of one financial institution leads to the failure of others. This 
has occurred in the United States when the failure of a reinsurer after a major hurricane caused the failure of several 
primary insurers. A second type of systematic financial risk is the possibility of a “run” where the simultaneous cash 
demands of many policyholders overwhelm the ability of a company to liquidate its assets at a fair price. High savings 
life insurance is vulnerable to both types of systematic risk. 
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Abstract: 

Sustainable development, as a new paradigm of development, imposes a challenge for every country which recognizes it 
as precognition for better life and wellbeing of its citizen’s. Each country has a different, national solution for realization 
and implementation of this new philosophy of development. Yet, the essential elements that enable the creation of 
sustainable development policies are the Constitution of the state and its legislative, both containing the basic principles 
of sustainable development. The aim of this paper is to present the basis for conducting national policy for sustainable 
development policy in Macedonia. The subject of research is the Constitution of Macedonia and the Low on Environment 
which is fully complied with the Acquis Communitaire of the European Union. According to analysis done, the result is 
that the Constitution is founded on the sustainable development pillars and that the Law on Environment contains 
articles that impose obligations for fulfillment the concept of sustainable development. That leads to the conclusion that 
Macedonia follows the modern trends in implementation the sustainable development policy. 

Keywords: Sustainable Development; Constitution; Law on Environment; Macedonia. 
 

JEL Classification: O10. 
 

1. Introduction 

The mankind is faced with a variety of choices related to quality of life and the condition of the environment. 
Each choice made will determine the world to be left for the future generations. Some choices will contribute to create a 
world in which the economic and social needs are balanced with the capacity of natural wealth and eco-systems; while 
others will lead to creation of a world with devastated environment where the poverty and famine rule. 

The direction of global sustainability should be founded on the recognition of the evident connection between 
the environmental protection and the development. The concept of sustainable development was institutionalized for the 
first time at the UN Conference on Environment and Development, held in 1992 in Rio de Janeiro and since then it is a 
leading concept and global achievement. Macedonia, as a member state of the United Nations Organization and candidate 
country for accession to European Union, is obliged to ascertain durable policy for sustainable development, among all, 
by its enforcement in the legislation. 

 
 

2. Foundations of sustainable development in the Constitution 

When analyzing the Constitution, the starting point for assessment was the definition for sustainable 
development given in the Bruntland report by the World Commission on Environment and Development (WCED), which 
clearly indicates the responsibility of present generations towards the future ones and their obligation to create 
development which will provide possibility for the future generations to satisfy their needs. In our Constitution, the 
Preamble reads: “The citizens of Macedonia…taking the responsibility for the present and future of their country… and 
responsible in front of the future generations for protection and development of everything valuable…” [1]. 

If we take into consideration that the sustainable development is based on three pillars: economic development, 
social righteousness and environmental protection, than we will notice that Article 8 states that the fundamental values of 
the constitutional order of Macedonia are: 

- the freedom of the market and entrepreneurship (economic dimension) 
- humanism, social justice and solidarity (social dimension) and 
- protection and promotion of the environment and nature (environmental dimension). 
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Abstract: 

The aim of this paper is to analyze the legal and sub legal acts in Republic of Macedonia by which it is regulated the 
liability of the state administration. The organs of the state management as holders of the executive authority have key 
role in the policy conduction in the execution of the regulations by the Assembly and the Government of Republic of 
Macedonia. For that aim it is necessary to create good organizational basis and staff potential, followed by plans and 
action measures for implementation to reach professional and other directions for conduction of those measures. The 
organs of the state management as liable for law execution as well as the organs of the state authority should set rules 
and procedures by which through clear indicators will be able to confirm the liability and at the same time it will be 
created a base for effective working. The execution activity of the organs of state management is consisted of direct 
application of the laws and the other regulations by reaching decision in the management procedure by which it is 
decided for the rules, obligation and interest of the citizens and other legal entities passing separate acts outside of the 
management procedure, making management surveillance, passing of sub legal regulations for successful execution of 
laws and the other regulations and performing management actions and taking management measurements especially 
in the achievement of the surveillance authorizations. 340As news in the work of the government is the methodology 
for analyses of the policies and coordination with the ministries and the other organs341 as initial document which 
represents a good base for the following of the organs of the state management. These policies contain more principles 
which could be applied and should be worked out and made to be more detailed. In the laws there should be clear 
directions how to control and evaluate the working of the state and the public administration and by that the 
irresponsible working of the administration can be proved. The conclusion of this paper is that in Republic of 
Macedonia the legal and the sub legal acts should be changed in the direction of clear completion of the liability of the 
state and the public administration. 

Key words: state and public administration, liability, efficiency. 
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1. INTRODUCTION 
 

1.1. SUBJECT AND AIMS OF THE PAPER 

 
The aim of the subject of this paper is to show by comparable analyses of the content of the legal and the sub 

legal acts in Republic of Macedonia, the necessity of their preciseness and clearness in order to produce liable state and 
public administration. 

The ascent of these analyses refers to the provisions in the legal and sub legal acts directed towards the liability 
of the state administration from all aspects: prevention, confirmation and the proof of the liability. 

In this paper the period of reform of the state administration has been covered which as urgent necessity was 
establishment of new laws which had for their aim conduction of the strategy for reform of the public administration in 
Republic of Macedonia, as part of the overall strategic policy for the progress of the country in all spheres of the social 
living. 

 
340 Article 13 and 55 of the Law for organization of the state managements organs (Official Gazette of RM number 
58/00,44/02 and 55/05) 
341 The decision for the methodology for the strategic planning and preparation of the annual program for work of the 
Government passed on 50th Assembly of the Government of Republic of Macedonia held on 22.09.2003 Methodology 
for the analyses of the policies and coordination 9Official Gazette of RM number 52/06) 
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Abstract 

The first part of this paper discusses the current evidence on the nature and purpose of strategic planning in 
entrepreneurial small firms. The second part develops an analytic approach to planning analysis, which shows that few 
of the earlier approaches to strategic planning are appropriate for the Albanian entrepreneurial small firm. Instead, four 
Meta strategies are proposed that firms might employ to cope with uncertain environments. The management of the 
Albanian enterprise needs to be focused more on the strategic level in the context of the overall aims and objectives of the 
organization and less attention should be paid to the tactical level that implies a belief in the linearity of action and effect. 

Key words: business strategy, entrepreneurial small firms. 

JEL Classification: M19. 
 

Strategy and planning in entrepreneurial firms 

Quinn (1980) provided a useful definition of strategy: 
A strategy is the pattern or plan that integrates an organization’s major goals, 
policies and action sequences into a cohesive whole. 
This definition of strategy included planning as part of the strategy-formation process. Subsequent definitions of 
strategy— for example, Mintzberg’s ‘5Ps of strategy’ (Mintzberg, 1987) — recognized that strategy is a broader concept 
than just ‘Planning’. It also can be seen as ‘Ploy’, ‘Position’, ‘Perspective’ and ‘Pattern’. In consequence strategy 
formation is a multi-faceted activity. In this paper we have used ‘Planning’ to encompass the activity of preparing 
forecasts, in greater or less detail, of future business actions, activities, and possibly outcomes such as sales and profits. 
Another way of distinguishing between the strategy concept and planning is that they are seen to be on different levels — 
one at an ideas level and the other at an actions level. Organizations articulate their business plans at the actions level but 
the other facets of strategy are not easily articulated or written down. Instead, they can be regarded as higher-level ideas 
that we call Meta strategies that transcend formal written planning documents. Further, they can be separated into ex ante 
and ex post categories reflecting in Mintzberg and Waters,(1985) terminology, whether the strategy was deliberate or 
emergent. Specifically, ‘Ploy’, ‘Position’ or ‘Plan’ strategies might be seen as deliberate (and hence ex ante) because they 
are frequently the outcome of specific decisions which have been taken in order to achieve the desired end result. 
Alternatively, ‘Pattern’ or ‘Perspective’ strategies might be seen as emergent (and hence ex post) since they can be seen 
as retrospective rationalisations of past events and actions. Beaver and Ross (2010) note that for large firms strategic 
management is a predictive process but for small firms it is frequently an adaptive process, principally due to positional 
and resource disadvantage The introduction of time as one frame of reference for categorizing strategy is important, as 
both strategy formation and planning are concerned with the future. There is an infinite number of possible futures but 
the extent to which firms choose one or more of these as templates for shaping action will be influenced by the nature and 
involvement of internal and external stakeholders and the organization’s cultural attitude towards strategy and planning 
(Johnson and Scholes, 1999: 73). De facto, the future lies exclusively in the realm of ideas because the future is 
essentially unknowable. 
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Abstract: 

Durres port is the main gateway of Albania, where more than 85% of the seaborne cargoes go through this port. During 
the recent years, the volume of general cargo that has been handled in this port has been gradually reduced and instead, 
a continuous and rapid growth of containerized cargoes has been observed. 
Objective: the objective of this paper is to give an assessment of the reorientation of the trade in the western Balkans and 
its impacts on Durres port as the main Port of Albania. In order to have an effective and productive terminal, a number 
of factors need to be studied, because the higher the terminal productivity, the higher the competitiveness of the terminal 
will be therefore the port will act as a regional port. 
Methodology and Results: the methodology used in this paper includes an analysis of the trade situation in Western 
Balkans, main ports serving in the area, a picture of Durres Port and its activities compared to its competitors in the 
region, and infrastructure developments in Albania regarding to port activities. Durres Port handles more than 85% of 
the seaborne cargoes that are transferred in/to Albania and most of this cargo is originated and has as a final destination 
Albanian territory, making this port a port with local effects only. Lack of railway connections to pan European railway 
network, lack of available spaces for terminal expansion, lack of logistic centers or free trade zones compose some of the 
limitations of this port. 
Conclusion: Durres port as the main and biggest port of Albania has remained out of the main regional market due to its 
limitations. Development of transport infrastructure and logistic services will increase the effects of this port into the 
region’s markets. 

Keywords: regional effects, Durres Port, infrastructure, logistic services. 
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1. Chapter I – Overview of the Durres Port and Cargo Traffic. 

1.1 General 

The port of Durres is the main port of Albania. Its operational infrastructure consists of 11 berths with depths 
alongside ranging from 7.5 to 11.5 meters. Main products handled at the port are general cargo, cereals, containers, 
ferries and minerals. Being the main gateway to Albania and being positioned at the entrance of the Adriatic, the port of 
Durres has a strong strategic position. It offers a gateway to corridor VIIII, in particular to the neighboring countries of 
Kosovo and Macedonia. The port of Durres is an important access for Albanian imports and exports and is connected to the 
main economic centers of the country. 

This, results in a high captivity for Albanian cargo and therefore 85 % of the seaborne cargoes that are transferred in/to 
Albania go through this port. Location at the entry of the Adriatic Sea makes this port of a strategic importance from political and 
geographical point of view. Due to its geographical position this port makes it possible to shorten the transit time and 
consequently shortens the transport costs. Durres port has attracted the transit cargoes to Kosovo, while the country is going 
through restructuring process to opening the path toward further economical development. Albania is also a strategic gateway to 
the Corridor VIII which gives the port of Durres a particular access to the Macedonian market. 

Durres port is well connected with national road network. The principal access to the port is 2x2 road between Durres 
and Tirana. The capacity of the port access can be estimated about 650 vehicles per hour per direction. The main routes for the 
freight transport through roads in Albania are: 
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Abstract: 

Nowadays, the Macedonian companies are being faced with a strong pressure to improve the productivity, as well as to 
meet the high standards and quality requirements of the products and services in the global market place. It is therefore 
extremely important for the companies to systematically upgrade, innovate and improve their operations. In such a 
competitive environment, the business sector may possibly endure and function properly all the way through affirmation 
and adoption of the innovation-oriented strategies that will stimulate the creation and commercialization of new 
products and processes, but also the possibilities to obtain new knowledge and technologies from external sources. Thus, 
strengthening the firms’ innovation capacity is to be a strategic priority that will possibly develop the potentials for 
creation and proper deployment of internal and external resources aimed at delivering a distinctive and superior market 
value. In the absence of developed innovation system, as well as the relatively limited resources for research and 
development, business sector in the Republic of Macedonia lags significantly behind the general trends on global scale 
and may not effectively respond to challenges imposed by new economy and the knowledge-based society. Hence, the 
main objective of this paper is to analyze the innovation capacity of the Macedonian business sector and to perceive the 
potential measures and policies for encouraging its innovation and technological development. Specifically, it aims at 
analyzing the level of R&D activities performed by the companies, as well as their capacity to acquire and use the 
knowledge from external sources and to increase the knowledge base itself. In addition, it explores the policy measures 
that affect the innovation performance of the firms, as well as the possibility to create an economy-wide framework 
conditions aimed at promoting innovation and technological development. 

 
Key words: Business sector, innovation capacity, Macedonia, technology 
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Introduction 

Nowadays, knowledge and innovations are considered the key to sustainable competitive advantage in global 
markets. The research, innovations and technological development are assumed to create high value added products, 
rising living standard and better quality of life. Hence, the company efforts to improve the competitiveness implicitly 
involve a continuous, dynamic and cumulative process of knowledge creation and strengthening the innovation capacity. 
Generally, innovation capacity of the companies refers to their capability to transform the general knowledge into 
specific one, using their competence and resource [2]. The notion of innovation capability applies to process and product 
technology, as well as the way in which production is organized and managed. Its importance derives from the fact that it 
is presumed to contribute to dynamic competitive advantage of companies since it enhances their capacity to keep up 
with, respond to, and initiate technological change on an ongoing basis [10]. Within the analytical context, the concept of 
innovations covers a series of interconnected changes hailing from different fields of firms’ operations and focus on the 
possibility to improve their competitiveness and economic efficiency. 
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Abstract: 

This is a study for Macedonian staff that works in the hotel business in Macedonia. The study investigates the relation of 
person-organization and confirms that Macedonian employees have very low criteria for work satisfaction. The salary is 
still the basic factor that contributes to the work motivation. Macedonian employees are motivated from the external 
factors only and they hardly take any initiative to self-realize and self-actualize themselves. By using a sample of 96 
persons, the objectives of this research are to study the differences in work satisfaction and work motivation among 
managers and employees in the hotel business in Macedonia. Furthermore, the paper investigates the relation of 
particular factors of organizational behavior to the level of work motivation and satisfaction, analyzing them with the use 
of the correlational method. The managers in the hotel business in Macedonia have better conditions to satisfy their 
needs which means that they are significantly more satisfied than employees. However, the results from the t-test that 
investigates the differences of factors of work satisfaction among males and females presents that the gender is not a 
significant factor for the level of work satisfaction. Both factors - gender and working place, do not contribute to the level 
of work motivation. The results of the correlation method between the variables of organizational behavior - work 
motivation and satisfaction, show that there is a significant statistical association between organizational behavior and 
work satisfaction. However, the relation between organizational behavior and job motivation was not confirmed. Finally, 
the results for the level of work satisfaction do not relate to the work motivation, which means that the internal feeling of 
satisfaction does not relate to the motivation for work. The factors that contribute to these results are the subject of 
analysis and discussion through this paper. 

Keywords: organizational behavior, hotel industry, work satisfaction 
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1. Introduction 

The relationship organization-person is topic of interest for many researchers in the field of organizational and 
industrial psychology. The main reason for that is the fact that the organizational life contributes to all individuals 
without exceptions. People need to control their feelings, needs and developmental tendencies for purpose of achieving 
the goals of the organization where they are employed. From the other side the formal organizations cannot function 
without human resources. Therefore, the organizations need to create and implement successful strategies, which will 
satisfy people’s needs from one side and will obtain superior performance and productivity from the other. According to 
the recent analyses, there is a gap between the organizational and personal needs especially in undeveloped and 
developing countries. The formal organization nowadays, require from the individuals to be dependent, passive, under 
control and without perspective. Furthermore, the organizations are using just parts of the individual’s knowledge and 
skills in the circumstances, which are inappropriate for progress, success and satisfaction. The mature employees are 
against these requirements because they are trying to actualize and develop themselves as a whole, they want to be 
creative and spontaneous; they want to obtain psychological success which is available only when the organizational 
goals are in same direction with the interpersonal goals. 

The work satisfaction (WS) and the work motivation (WM) are variables that present the ability of the 
organizations to accomplish a big percentage of predicted goals and in the same time to have successful and productive 
employees. These variables are sum of specific factors that are causing, canalizing and directing the organizational 
behavior in certain direction. 
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Abstract: 

The transition from planned economy to market economy has shown a powerful effect on key variables of the labor 
market: employment and wages. On the one hand wages are regulated by changes in relative supply and demand of 
different groups of employees. On the other hand, the redistribution of labor, an important element of economic 
restructuring is led by changes in the relative wages. Thus, the evolution of the wage structure, acts as an important 
signal of the labor market. The economic development has improved the structure of wages steadily over time and this 
shows that the wage structure is not rigid, but is a category that undergoes a dynamic change. Given that the income 
from wages constitute the bulk of income of workers, then they jointly determine the absolute and relative standard of 
living. So, wages have an important economic and social function. The aim of this paper is to determine the kind of 
connection between the wage structure and the employment structure in Albania, in order to evaluate the economic and 
social function of wages. Based on official data published by INSTAT and other official sources of information in 
Albania, this paper addresses the discussion in three main directions. First, it analyzes the evolution of the employment 
structure during transition in Albania, second, it analyzes the evolution of the wage structure during transition in 
Albania and third, it determines the impact of wage and employment on the Standart of Living in Albania. Interesting 
implications are explored for public authorities and policy makers to understand better this connection, in order to find 
new solutions for improving the standard of living in Albania. 

Key words: wage, employment, labor market 
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1. Introduction 

The transition from planned economy to market economy, has shown a strong effect to the key labor market 
variables: employment and wages. On the one hand, wages are regulated by changes in relative supply and demand of 
different groups of workers. On the other hand, the reallocation of labor, an important element of the economic 
restructuring, is led by changes in relative wages. Thus, the evolution of wage structure acts as an important signal of the 
labor market. Given that income from wages make up the bulk of income of the employees, they jointly determine the 
absolute and relative standard of living. So wages have a significant economic and social function. 

 
2. The employment structure evolution during transition in Albania 

 
In many transition countries, employment is affected by the passage of the economy and its exit outside the 

agricultural sector and public sector, two sectors that have been very important in terms of employment. With the 
transition, in Albania, the economic activity has shifted from the public sector to the private sector, but did not come out 
from agriculture. The percentage of the private sector in GDP in 1990 was 5 percent, while in the years that have 
followed has grown steadily. However, the industrial structure is not transformed to the degree that has happened in most 
other countries of the region. The de-industrialization brought the fall of the share of industry in GDP by about 20 percent 
and services increased by the same amount. But the share of agriculture is approximately at the same level. Should be 
taken into account the fact that the transfer of economic activities towards services has not led to an increase in 
employment in that sector. Despite the growth of the sector in recent years, this growth has not led to the opening of new 
jobs in recent years. 
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Abstract: 

In the modern welfare state, people who cannot make a living usually receive financial assistance from public funds. 
Accordingly, the so-called social work norm against living off other people is violated, which may be the reason why the 
unemployed are so unhappy. If so, however, labor market concepts based on the notion of promoting low-paid jobs that 
are subsided if necessary with additional payments would appear far less favorable. For many countries, unemployment 
is one of the most pressing social problems. In the ongoing debate on the most promising policies in this context, 
economic advice focuses mainly on the real wage and its determinants. In line with the classical labor market model, in 
which wages above equilibrium levels lead to a labor surplus, the point is made that falling real wages can stimulate the 
demand for labor and reduce unemployment. However, even if not induced consciously by a particular labor market 
concept, large low-wage sectors are a reality in a number of countries. In contrast, there is widespread consensus that 
the community should ensure the minimum income needed to exist, at least for those who are not simply refusing to work. 
Given these facts, it is not surprising that, for many labor market economists, the design of low-wage sectors is seen as a 
fundamental economic challenge. It could be that people are employed, but still unhappy. Using Albanian data, this 
paper examines the relevance of the social work norm and finds a significant disutility effect of living off public funds. 
Although this is true for employed people as well, the results show that the individual is generally better off having a job 
that requires additional assistance, than having no job at all. 

 
Keywords: Unemployment, Social benefits, , Labor market policies, Social norms, Well-being. 
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Introduction 
 

In the current economy employers can force anything onto any employee, take benefits away or otherwise abuse the 
employee. Where is the employee going to go? There are hundreds of people that are lined up ready to take my position. 
Even worse is the fact that our jobs are all going overseas where you can literally have six people in India for the cost of a 
single salary in the U.S. My company uses this and the threat of termination so much that it is part of the corporate 
culture: "The offshore people work 15 hours a day and all weekend," implying that we should all do the same. In less 
than two years they have quadrupled healthcare co-payments, taken away most of our vacation time, forced us into a 
much longer commute and told us we aren't working hard enough. Some would say, if you don't like it, well then leave. 
But realistically where can you go? How many of your readers are surfing the job boards every day to no avail? 
Remember the days, not so long ago, that you called a recruiter and they found you a job? Try to get a recruiter to call 
you back these days. Most of them are searching the job boards and posting positions that they weren't hired to recruit for 
in the hope that they will get a commission out of it. And, when you do talk to a recruiter, their suggestion is "have you 
tried the job boards?" It is so frustrating. I know there are SO MANY people MUCH worse off than me, but what about 
all of the people like me? 

 
There have been so many times that I just wanted to quit, but I can't. I have a wife and kids and a mortgage and my 
working wife's income alone can't sustain us. I work for a manager who is arrogant and stupid; how do you reason with 
someone like that? He wants no negative input and only wants to hear "yes". How can corporate America afford "Yes 
Men/Women"? Even worse, how can they afford to have someone running multiple departments leaving a path of 
destruction in their wake? 
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Abstract: 
 

This paper aims to explain how strategies of M4P influence local products positioning and competitiveness 
including improvements of economic situation in rural areas. 
The methodology used is Participatory Market Chain Approach (PMCA), which is a participatory R&D 
method for promoting pro-poor market chain innovation together with market chain actors and supporting 
R&D organizations. This methodology was first developed and applied in Peru and Bolivia by Papa 
Andina Initiative together with its local partners as a means to contribute to sustainable poverty reduction 
in rural potato producing areas. 
Based on a structured and facilitated participatory process, PMCA gradually generates interest, trust and 
collaboration among market chain actors and supporting R&D organizations, as a mean to stimulate pro 
poor innovations. With its three 3-phase structure, PMCA has proven to be flexible and applicable in 
different contexts, having great impact potential in settings where crops grown by poor households are 
targeted and boosted through different type of innovations, including the development of new products, new 
technologies, and new institutions. In order to ensure optimal impact with tangible out-comes—adding 
value to both consumers and actors involved in the PMCA process—excellent process facilitation is 
required from R&D staff trained in the method and having good social skills, research and marketing 
knowledge. 
At the end of this research work we found that development of Albanian brands may help producers to 
differentiate their local products, create competitive advantage in the market, arising from consumers 
demand toward these brands. As a final result of this research work a new local brand named “Albanian 
guarantee” was developed. This brand promotes Albanian products from different regions of the country 
through respective labels. Albanian Guarantee is a labeling system with clear rules for production and 
marketing, ensuring consumers to access high quality products from different regions of Albania. 
Albanian Guarantee helps consumers to access products that generate important income in rural areas of 
the country, thus contributing importantly to rural development and the safeguarding of typical values. 
Although, this research has been applied in Food and Agribusiness industry, we believe that these finding 
can be very useful for other industries that are base operations in local production. 

Key words: PMCA, rural development, competitiveness; research. 
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1. INTRODUCTION 
Despite recent years of economic growth, poverty persists in Albania as a result of continuing low 
employment and low-income levels, particularly in rural mountain areas, and it reflects the unequal pattern 
of economic growth. Many small-scale farmers lack access to market outlets for their produce, particularly 
in mountain areas. Without outlets, farmers cannot increase their incomes and standards of living. 
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Abstract: 
 

Sustaining faster growth and reducing unemployment in the small open economies depends on improving 
export performance. Improving export performance can also help preserve macroeconomic stability by 
closing the current account gap to avoid losing reserves and to contain the growth of external debt. 
Improving export performance requires enhancing competitiveness. In this paper we analyse the 
competitiveness of the Western Balkan economies, especially in Albania. During the transition process, the 
export structure of the Balkan economies has undergone significant structural changes. The Western 
Balkans is cost competitive and has EU proximity advantages. While cost competitiveness as a source of 
differentiation might improve short-term export performance, sustained improvements require enhanced 
productivity and resources reallocation to more dynamic sectors, which depends on reforms to improve the 
business environment. The other aim of this paper is to analyse the connection of the competitiveness with 
the performance of exports in Albania using various indicators. Albanian exports were highly concentrated 
in structure (products and geographic markets) and around labor intensive, low value added inward 
processing products and raw materials. The import coverage index has continuously a low value reflecting 
a low competitiveness level of the country’s exports. Finally we recommend that stable institutional setup, 
structural reforms, and targeted FDI are the internal supply capacity factors that will lead to increased 
export performance in the Balkan economies. 

 
Key Words: export performance, competitiveness, foreign/EU market access, internal supply capacity 
factors, structural reforms. 
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1. Introduction 
 

Export performance and competitiveness are often seen as synonymous. Just as a firm’s 
competitiveness can be measured by its participation in the market or by growth of its sales, the 
competitiveness of a country is often identified with the performance of its exports. Yet, identifying a 
nation’s competitiveness in this way is unsatisfactory because it is not countries but firms that compete. 
Having said that, it remains true that the dynamism and composition of exports may help explain the 
conditions under which firms operate and the difficulties that they confront. 

The Western Balkan economies have recorded a relatively high growth rate of exports which has been 
accompanied by increasing market shares abroad, by the dominance of the EU-15 as the main market, and 
by considerable changes in the structure of exports in favor of goods with higher value added. 
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Abstract: 
 

Students will be the leaders of future changes, not only as individuals but also through their membership in 
different groups. Encouraged by ideas and experiences from foreign universities, from different initiatives 
for an effective leadership development programme, in this presentation we suggest several 
recommendations for changes in order to build a more active role of students in our university. Our faculty, 
by its own interdisciplinary nature, can be the promoter of a better stimulating environment, for the 
orientation and management of students' interests from all disciplines. Based on new visions and positive 
experiences from other academic institutions in the world, students will be motivated for more active 
engagement and collaboration at a university level. Student involvement in sensibilization campaigns, in 
community projects and in leadership development programmes will contribute to public politics and to the 
citizenship of tomorrow. These kinds of activities will be very valuable for the student curricular and 
extracurricular activities, for their future career, for project management skills and for expanding their 
network of social and professional contacts. The formation of critical and creative citizens brings progress 
to the whole society. Creating a new spirit of engagement will enable everyone to see him/herself as a 
responsible actor in the collective life- an essential value of democratic civilizations. These are some 
aspects of our presentation in this conference that will be accompanied by actual analyses and reflections 
from contemporary European experiences. 

Key words: engagement, civic and social responsibility, development 
 

JEL Classification: O1. 
 
 

Introduction 
 

The student's profession is a metaphoric word. It is not referred to 'a profession' like we are always 
used to in the everyday life, it is referred to a professional activity. To be a student is more a temporary 
profession, so a temporary social status. It is not sufficient to be enrolled in the university, or to follow the 
lessons/seminars, but it is extremely important to do intellectual and research activities. To become a 
student needs basic knowledge, to be aware of what to do. 

Engagement is referred to the time, energy and resources that students dedicate to the designed 
activities to enhance learning at the university. There are studies about the sociology of student's world, 
their ways of living, and their cultural approaches (where we can find issues of their associative life). There 
are other studies about the institutional and functioning university issues. In this paper, we would mention 
different forms of organized student engagement and two models of student engagement, student 
experience in a national level and what are the improvements to follow. We will present empirical evidence 
and will try to monitor and promote community engagement to have a clear picture of the situation. 
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Abstract: 
In many countries around the world, the tourism sector is considered as much more important than even 
the production one, seen on both, the economic and social aspects. Albania is regarded as an unknown 
tourist destination in Europe, but it still provides a lot of precious and rare secrets of nature and also the 
cultural heritage. Sustainable Tourism development has to be taken under consideration from strategy 
design to its implementation. The main aim of this paper is to define the role of sustainable tourism and its 
impact to the current economic crisis in Albania and at the same time to evaluate the measures for the 
future development. 
Finally, this paper provides some conclusions and recommendations for the phenomenon treated. 

Key words: Tourism, sustainable development, economic crisis, economic development, Albania. 

JEL Classification: M39. 

 
1. Introduction 

 
“Successful problem solving requires finding the right solution to the right problem. We fail more 

often because we solve the wrong problem than because we get the wrong solution to the right problem” 
Russell Ackoff 1974 

 
In the last decades, tourism is one of the main branches of the Albanian economy. Before ’90-ies, 

tourism in Albania has not been developed due to the lack of income and the necessary infrastructure. 
After ’90-ies, tourism grew rapidly. Many foreign and Albanian investors discovered that tourism in 
Albania could be the main source of their profits. 
Tourism has an impact, not significant in absolute value, but at an increase rate through years, in the 
employment phenomena. It is important to emphasize, that, the impact of tourism in the GDP (11%), it is 
not yet included in the main national statistical sources, which is the most representative indicator of the 
tourism contribution. 
The aim of this paper is to define the role of sustainable tourism to the economic development in Albania 
during the global economic crises, also to find out the measures we have to undertake for a sustainable 
development. 

 
 

2. The role of sustainable tourism in Albania economic development 
 

Tourism constitutes an excellent potential, a catalyst towards the economic growth and therefore, 
it is a key sector in the macroeconomic level. Tourism has been increasing with great strides over recent 
years, contributing over 2.4 billion dollars in 2009 and is expected to grow by 4% in 2011, based on 
statistics of the World Council of Travel and Tourism. 
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Abstract: 

 
Sport Tourism is an emerging field in our country. The main scope of this case study was to observe sports 
and recreational activities offered by hotels and tourist resorts. Services of Sport Tourism are more 
widespread in the coastal part, where the main tourism hotels and resorts of Albania are established. The 
research methodology of this study was descriptive, based on questionnaires and interviews. The data 
gathering was based into 2 perspectives: a) sport tourism service from the customer point of view, b) sport 
tourism offers from the manager’s point of view. The selection of data was based on a random sample of 
eleven hotels located in the coastal part from Vlora to Saranda, three hotels in Korca and Pogradec and 
two hotels in Tropoja. The data was combined into two questionnaires. Interviews were conducted in order 
to collect information from managers for the the short term and long term planning of Sport Tourism 
offers. Statistical analyses results showed an evident increase of the Sport Tourism Offer and Request. This 
case study results outlined: a) Businesses of Sport Tourism are present in the Albanian market and sport 
products offer is expanding in the recent years, based on customer request. b) Analyzing customer needs 
and marketing of sport products by promoting sports and recreational activities during tourists’ visits is 
very important for the present and future of sport tourism, c) Sport Package Offer has demonstrated a 
growing impact and plays an important role in the tourism field outcome. 

 
Key Terms: Sport Tourism, Sports and leisure activities, Tourist Accommodations. 

 
JEL Classification: M10. 

 
1. Introduction 

 
1.1 Research Background 

 
Sport Tourism has become an emerging field in Albania. The main scope of this case study was to 

observe sports and recreational activities offered by hotels and tourist resorts. Services of Sport Tourism 
are more widespread in the coastal part, where the main tourism hotels and resorts of Albania are 
established. There are a number of benefits by offering sport and leisure activities for both customer and 
the host destination. On a large scale it improves quality of service and generates income both on 
nationally and privately. 
Main objectives of this empirical research were: 

1. Provide information about accessible sport and leisure infrastructure of the hotels 
2. Determine participants perception of sport and leisure services offered 
3. Uncover the perceptions of hotel managers towards sport tourism 

 
1.2 Literature Review 
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Abstract: 
 

Tourism is one of the greatest sources of economic growth and is detected by many undeveloped and 
developing countries as the only way-out for economic prosperity. This study argues the inevitable 
relationship between tourism and regional development with an aim to investigate the potential of 
successful contribution of tourism to regional development in the south-west part of Macedonia. In 
particular, it makes an attempt to explore and compare the NUTS3 regions from the perspective of tourism 
potentials for regional development. This empirical evidence reports on analyses based on stylized facts 
obtained from secondary data. The outcomes point to the fact that the South-West planning region is the 
leading statistical region in Macedonia when referring tourism and regional development issues. Yet, 
despite its enormous potentials, tourism still has not reached its peak point. So, the paper strongly 
recommends this evidence as a good example for boosting regional development through tourism 
application. Furthermore, it urges the need for identifying effective framework for mitigating the up-to-date 
modest results and creating sound public policies. Additionally, the contribution of this paper lies in the 
fact that it enriches the poorly-developed empirical academic work within this scientific area in Macedonia. 

Keywords: Tourism; Regional development; South-West planning region; Macedonia. 
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• Introduction 
 

Tourism has emerged as important factor for regional development. It has a major economic and 
social impact at regional and local levels, particularly in the areas where tourism activities take place. 
Hence, some regions were highly positively influenced by tourism impacts, like mainly coastal (Emilia- 
Romagna, Italy), mountainous (Valais, Switzerland), urban and historic (Ile-de-France, France) or regions 
with exceptional natural resources (Quebec, Canada and Arizona, USA). Additionally, regions with 
different profiles can also benefit from the growth of tourism. In this line, they can be rural, promoting 
green tourism, leisure and nature activities (Queensland, Australia), very remote, (Greenland, Denmark) or 
regions undergoing industrial restructuring (Nord-Pas-de-Calais, France). 

The regional development of tourism can trigger general economic growth by creating new dynamic. 
It can also contribute to better land use planning by countering rapid urbanization in developed countries 
and by attracting populations to new regions where tourism is developing. However, some guidelines for 
development must be laid down in order to preserve resources, ensure complementarity between areas and 
define tourism poles. Yet, tourism development in the underdeveloped areas enables development of the 
periphery, retaining the population in the homeland, infrastructure is improved as well as all other activities 
which contribute to prosperity of the region and a country. 
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Abstract: 

 
Due to the fact that tourism generates many impacts which are contributing to the overall economic 
development, the inevitable connection is evident to the process of state, regional and community planning. 
This study addresses the role of government in its efforts for undertaking tourism policy that ensures 
hosting visitors by maximizing the benefits to all involved stakeholders, while minimizing the negative 
impacts associated with accomplishing successful destination. This has been a priority task to all 
governments, particularly to small and developing countries as Macedonia. So, the research addresses the 
role of government in its efforts for planning and promoting sustainable tourism development in 
Macedonia. Several key areas of governmental influence on tourism development are assessed based on 
available primary and secondary sources of desk-research. The paper is reach on comparable quantities 
analyzed by descriptive statistics with a data set generally covering a twenty year horizon and over. 
Despite the significant governmental efforts, the up-to-date results point to modest and limited outcomes 
with regards to the sustainable tourism development. This empirical evidence underlines the importance of 
government actions, support and encouragement as a prerequisite for well-established tourism planning 
process in the line of accomplishing positive impacts with larger extends. 

 
Keywords: Tourism; Government; Sustainable tourism development; Macedonia. 
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• Introduction 
 

Being identified as one of the most promising industries that mainly contribute to world’s economy, 
tourism became a challenge for every country. Small and developing countries are particularly interested in 
taking advantages of all positive impacts that tourism implies. It is generally accepted the role of tourism as 
a potential contributor to socio-economic development in destination areas. Moreover, the conventional 
thinking about the relationship between tourism and development is broadly addressed. The accent is put 
on the issue how governments have responded to the challenges the concept poses toward understand the 
complexities associated with sustainable tourism development [1], [2]. In this respect, it is underlined the 
necessity of posing practical plans for fostering harmonious relationships among local communities, private 
sector, NGOs, academic institutions, and governments at all levels. Furthermore, the aspect of developing 
management practices and philosophies that protect natural, built, and cultural environments while 
reinforcing positive and orderly economic growth, is addressed [3], [4]. 

Macedonia is one of the countries which have identified tourism as a mean for generating various 
micro and macro-economic impacts. Consequently, a National Strategy for Tourism Development 2011- 
2015 was prepared with a main vision - Macedonia to become famous travel and tourism destination in 
Europe based on cultural and natural heritage [5: 3]. Up-to-date, tourism in Macedonia has accomplished 
an average growth of 4.64% per year, which is higher than the average growth of the entire economy 
(3.12%). One may say that the contribution of tourism in the gross domestic product (GDP) is very modest 
with an average of only 1.7 % per year, but the impression is completely opposite when compared to the 
average for Central and Eastern Europe (CEE) of 1.6% [6: 6]. Regarding the participation of tourism 
employees in the total workforce of Macedonia, the national average is 3.1%, which is more than twice 
bigger than the average of the CEE being 1.4% in 2009 [6: 6]. 
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Abstract: 
 

With the rise of the Internet, online delivery of public information and services has become crucial to be a 
key enabler to support E-government services. On par with the development of all nations in the world, the 
government of Albania has taken every effort to implement and improve public services delivery system 
within the E-government concept. This study examines the extent of E-services features applied in the E- 
Tourism sector in Albania. 
The study will identify the critical success factors for a successful implementation of an E-Tourism portal. 
In order to achieve this, a list of factors is identified for investigation. A study is carried out systematically 
to investigate the critical success factors of an E-Tourism portal. The success factors are based on the 
feedback from the potential users of the portal. Upon identifying the critical factors, a selection is done 
based on the priority ranking. With the critical factors extracted from the study and based on the 
framework of an E-Tourism service, E-Tourism portal has been developed. 

 
Research Objectives 
We have set the following objectives: 
1. To identify the relevant factors necessary for an E-Tourism system for the Ministry of Tourism of 
Albania. 
2. To assess empirically, the critical success factors for an E-Tourism system in Albania. 
3. To propose a framework that can be adopted for the development of an E-Tourism services 
implementation initiative in Albania. 
4. To develop a prototype of E-Tourism portal based on the proposed framework for Albania. 

 
Research questions 
The management problem of critical factors raises many questions to be addressed by the researcher as 
part of this study: 
1. What are the important factors for an E-Tourism system? 
2. What are the critical factors of a successful E-Tourism system? 
3. Is E-Tourism important for Albania? 
4. Are the communities and enterprises in Albanian tourism industry collaborating electronically? 
Using these questions as a starting point, a scope of work that will significantly provide the customer of 
what is expected from a successful E-Tourism portal will be identified. 

 
Key words: public information, services, management, e-tourism. 
JEL Classification: M39 
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Abstract: 
 

Nowadays, there is a growing concern for the protection of the environment and the adoption of business 
policies that will enable to the earth’s resources to be sustained. The new environmentally aware values 
now emerging are challenging the underlying concepts of marketing. It is also essential the maintenance of 
a profitable and sustainable tourism sector at any particular destination. In this aspect, concern for 
sustainability is central to the management of both markets and the destination. Marketers are using 
marketing tools not only for creating a successful destination but even for oriented them to the sustainable 
tourist destination. This paper attempts to tell how a destination as Korça region can remain competitive 
and build a sustainable character, a factor which represents one of the most important competing 
advantages by using a model for sustainable tourism. So is made a study for this region and are build two 
questioners one for tourists and one for community. In the end is recommended how to make this 
destination sustainable and successful. 

 
Key-Words: Sustainable tourism, sustainable tourist destination, competing advantages, successful 
destination. 

 
JEL Classification: M20 

 
Introduction 

 
Along with the growth of the tourism industry there has been an increasing debate about the negative 
effects of unplanned tourism development and the haphazard approach to mass tourism, particularly in 
developing countries (Getz,1987). Factors such as cultural denigration, loss of traditional pride and ethnic 
identity as well as environmental degradation are reported (Hughes, 1994). Despite widespread concerns 
over the socio-cultural and environmental effects of tourism development, tourism scholars assert that the 
'marketing approach' to tourism planning remains stagnant with a traditional focus on growth and economic 
gains (Ryan, 1991). This conceptualization is focused on a short-term view, whereby promotion activity is 
a key tool used predominantly to increase visitation, profits and market share. In essence, tourism 
marketing is seen as being analogous with advertising and selling a destination. The key criticism about 
contemporary tourism marketing practice is that it has not yet addressed fully and adequately socio-cultural 
and environmental sensitivity particularly at the community level (King et aI., 2000). It is at this level that 
both positive and negative impacts are most acute . The 
criticism coincides with the observation that although the 'marketing concept' and techniques have been 
mentioned in many tourism studies, the techniques employed by the tourism industry are less advanced 
than in other industries (Calantone and Mazanec, 1991). From a pure marketing perspective, the 
fundamental question -'who are the consumers of tourism?'- remains contested. 

 
 

• “Sustainable Communities Model” (SCM) 
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Abstract: 
 

Tourism is defined as one of the sectors with a major impact on the economy of every country. It consists 
of many, independent enterprises ,covering a wide variety of activities in both the private and public 
sectors. The phenomenon of globalization has contributed significantly to the spread of tourists around the 
world.This paper is focused in the relationship between globalization and tourism .The aim is to identify 
the factors facilitating globalization of the tourism industry and how these factors influence the 
performance for the albanian tourism businesses. After removing the visa regime with Europe, where 
Albanians are likely to make the holidays? Inside Albania or abroad? Did the Albanian tour operators feel 
any possible threat? I will address some theoretical issuses on this paper in identifying some of the factors, 
why is this happening and what should be done more. 
Finally the paper will conclude with some findings & conclusions . 

Keywords: Globalization,Tourism industry,tourism businesses, performance 

JEL Classification: M39. 

-INTRODUCTION- 
 

Tourism can be conceptualised as a global process of commodification and consumption involving flows of 
people, capital, images and cultures (Meethan 2001: 4). Tourism has evolved more and more compared to 
previous periods.Nowadays tourism has reached such development as may be considered the largest 
industry in the world. The scale of tourism that now exists is phenomenal and the choice of places to visit is 
extensive as ‘the world has become one large department store of countryside’s and cities’ 
(Schivelbusch,1986: 197). There is almost no country today in the world which is not a sender and receiver 
of significant numbers of visitors (Urry, 2003).Also there is no country in the world not supporting its 
economic development from tourism sector.So tourism has emerged as a leading economic driver .Tourism 
takes place within the wider context of globalisation of the world economy (Sugiyarto et al, 2003).So 
different researchers recommend that any potential study of tourism development should be done from the 
context of globalisation and its impacts. Tourism is one of the most powerful exemplars of globalisation as 
the movement of people is fundamentally affected by the globalisation of infrastructure; the ability to use 
the Internet for making bookings; the exponential growth in air transport; and the shift to free markets;all 
these changes have all facilitated the growth of international tourism (Shaw and Williams, 2002). 
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Abstract: 

Sustainable tourism is a heavily researched concept but in reality there has been limited implementation of 
the principles and practices of sustainable tourism for destinations. Adopting a destination focused 
perspective, this paper presents research which expounded Information and Communication Technology 
(ICT) as a practical, new and innovative approach to sustainable tourism development i.e. computer- 
supported sustainability. A literature review revealed that there was no specific study focusing on the uses 
and applications of ICT for sustainable tourism development despite the mention and benefits of doing so. 
However it did identify that several opportunities existed in destination management for using ICT as well 
as a collection of ICT-based tools/applications which can be used for managing different aspects of 
sustainable tourism. Therefore an investigative analysis was necessary in building a solid body of work on 
the uses and applications of ICT for sustainable tourism as a practical approach for destination managers. 
These findings formed the input for the primary research which was conducted in two phases: surveys 
administered to destination managers and e-Tourism experts followed by semi-structured interviews with 
experts in this domain identified from the surveys. The primary research alongside the literature findings 
led to the development of a descriptive framework which identified, categorized and described the uses of 
these ICT-based tools/applications for managing tourisms impacts. Assessment procedures based on the 
sustainability goals of the destination were then developed in order assist destination managers selecting 
the ICT-based tools/applications that were best suited for managing the sustainable tourism development of 
their destinations. The conclusion of this research clearly identifies that destination managers. 
sophisticated application of ICT to sustainable tourism is the next logical and practical step they can take 
in making sustainable tourism a workable reality for their destinations. This research is the building block 
for prospective research in the ICT-sustainable tourism domain. Future research avenues would be to use 
the results presented to determine the suitability, applicability and feasibility of the ICT-based 
tools/applications presented for destination managers. This existing research can be used to develop a 
more coordinated approach to theory development and engage in more empirical research to address 
tourism challenges with regards to using ICT for sustainable tourism development. 

Keywords: sustainable tourism, information and communication technology, e-Tourism, ICT-based 
tools/applications, destination management, computer-supported sustainability. 

JEL Classification: M39. 
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THE IMPACT OF GIS APPLICATION IN THE TOURISM DEVELOPMENT OF 

ELBASAN REGION 

 
Bederiana Shyti376 and Evis Kushi377 

 
Abstract 

 
This paper provides an initiative for the application of GIS (Geographic Information System) in the tourism 
industry in Albania. It is applied in Elbasan, which is an important destination in this country for both 
native and foreign tourists. The application of GIS consists on bringing geo-referenced data of Elbasan 
region, provided mainly by the District Office, into digitized maps, assigning all objects to thematic layers. 
The results show that GIS may help to the development of tourism industry in Elbasan region in order to 
become more competitive not only in Albania but also in the regional and international tourism market. 

 
Keywords: digitized map, geographic, information, district, Internet. 
JEL Classification: L83, L86 

 
I. Introduction 

As in other Mediterranean countries, tourism is one of the most important industries in Albania and Elbasan 
represents one of the most important tourist regions in this country regarding culture, history, and tourist 
attractions. According to the information provided by the District Office in Elbasan, during 2010-2011 
activities like hostelry, restaurant and bars, commercial centers, transport communication and other 
different infrastructure constructions favoring growing employment in tourist areas of Elbasan region, have 
increased. The Tourism Development Strategy in Elbasan, prepared by the District of Elbasan (2008), aims 
at a safe and important tourist destination characterised by a diversity of natural and cultural attractions in a 
small geographic surface. This should be managed in an environmental and social way that can be easily 
accessed by European tourist markets. 
However, as for all Albania, the tourism industry in the Elbasan region has many difficulties about the 
promotion, such as the lack of graphical tourist guides and maps, lack of information based on the internet, 
lack of digital information for tourism facilities, insufficient promotion from the government and other 
public institutions, etc. Considering this problem, one of the main objectives of the “Action Pan for the 
Tourism development”, prepared by Elbasan District and SNV Balkans in 2009, is to achieve a double 
increase in the number of foreign tourists until 2013 and to improve the tourism promotion through 
different means. Kadilli (2010) also emphasises the necessity of the new structures for the communication 
of the historical and cultural attractions in Elbasan city. Therefore, one solution for this situation is the 
application of GIS in this region and providing it online for tourists and all interested visitors. The reasons 
for that are explained in the following sections. So, the main aim of this paper is to apply for the first time 
GIS in Elbasan, an important tourism destination in Albania. The paper is organised as follows. Section 2 
analyses the tourism development in Elbasan region. Section 3 presents the GIS application in tourism 
generally, and then Section 4 explains the GIS application in Elbasan region more specifically. Section 5 
concludes. 
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Abstract: 

 
The concept of domicile and that of residence are considered as binding factors in private international 
law. In particular, in the field of taxation, these concepts affect directly to the right of the state to tax 
individuals (even companies). This paper will examine, first, the concept of domicile, not only because it 
has traditional importance, but also because it makes it easier for an understanding of the concept of 
residence, which appears in various forms. Evolving these concepts will be done in two perspectives: first, 
domicile and residence under EU law, and secondly, domicile and residence in Albanian legislation, 
focusing on tax law and tax agreements concluded by the Republic of Albania. 

 
Key words: domicile, residence, Albanian Law, European Law. 

 
JEL Classification: K33. 

 
1. THE MEANING OF DOMICILE 

 
The term "domicile" is considered not only as Connecting factor for the rules of international private law. 
This term is also important in the right tax, which is considered Connecting factor in relation to inheritance 
tax and income tax. Domicile is a legal concept more technical and therefore becomes hard its definition. 
Different European countries legislation provides different definitions of the term "domicile". This 
difference becomes apparent in particular pot of comparing legislation that belong to different families of 
law, civil law and common law. If we refer to English law in general, the domicile is considered the same 
term "permanent home", while according to the tax legislation378, A person is treated as domiciled in the 
UK if: a) he was domiciled in the UK Within 3 years immediately preceding the relevant time, or b) he 
Was resident in the UK in not less than 17 of the 20 years of assessment ending with the year of assessment 
in which the relevant time-falls. 
Civil law countries have different definitions for the concept of domicile. Swiss legislation379 defines 
domicile of a natural person as the "state in which he resides-with the intention to remain permanently". So, 
the Swiss Courts Consider the domicile380 as "the place where the person concentrates domestic history, 
leisure and professional activities." 
According to the French concept, a natural person is generally domiciled in the place where he encounters 
historic principal Establishment381. 
Under German law: "a person who settles permanently in a historic place establishes domicile in that 
place382". According to Austrian law, domicile requires the intention to take up a permanent residence383. 

 

378 Inheritance Tax Act 1984 (sec.267). 
379 Swiss Federal Code on Private International Law, Art. 20(1)(a). 
380 Layton and Mercer, European Civil Practice, London: Sweet&Maxwell 2004, Vol.2, Para.64.051. 
381 See Art. 102 of French Civil Code. 
382 §7(1) of the BGB (German Civil Code). 
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Abstract: 

Mostly we are involved at one situation when we need the proffesional assistance, and mostly the results 
are not in our advantage and can damaged us. In this cases the responsibility of this specialist is 
classified like one contractual responsibility or extra contractual responsibility? In this cases, who is the 
role that the insurance Company have , based at the proffesional insurance contracts? 

Key words: Albanian and European doctrice, duality, contract, professional. 

JEL Classification: K39 
 
 

1. A short expose of problems that we deal at the classification of the damage caused being professional 
and duing our job. Usually during our live we need often an expert supervision and consults , who 
usually is one person that exercise his proffesion as a private job or working in a public or privat 
institution , and who is legally obligated , depended from the kind of assistance that he give to us , to assist 
us like legal consultance, prepared legal or juridical acts or exercising his proffesion in our slef , as the 
physician do. On this cases it happens that we , depending from “clientelisme “, personal knowledge or the 
fame an publicity that is created for this professionist, to choose by our self to directed to him , to take the 
nessary professional service. But usually it happens that without having any presentation , any kind of 
basing information about this “professional person” , we choose to direct to him, conditioned by 
circuncancis that aren ‘t dipended from us 437. In all cases , as we choose by our self the person that we 
wont to assist us like professional and to take care of us , as we choose this person not from our personal 
conviction but obligated from the different created circumstances, we don’t have signed any contract or 
agreement with this perfessional for the service that he will give to us, our expects from his assits , for the 
right and obligations that depends from the created relationship. More that an volution relations , this 
appear that is one relationship born by its self , without any person involved in this situation having the 
target to created it , but having always the commun target, the specialist to give his assistance exercising his 
profession / the client to pretend this professional assistance , exercising his universal right as a human 438 
So we ask our self , how we can classified this relationsheeps , will bee their under the general legal 
contractual principles as a services contract, agency contract , ordination contract , supervision contract ect 
or, their will bee ordered by extracontractual responsibility ‘ principles "? 

 

 

437 For exp when we are at an hospital and when on us the physitians exercise their profession , their are 
employed in this institution , this make unable to choose by our self , the person that we wont to take care 
of us. 
438 The relationship between the specialist and his client mostly is one casual relation , that have the 
voluntion to make theire duty and not to select each other is 
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Abstract: 
 

Albania's membership in the European Union is subject to the fulfilment of the Copenhagen criteria as a 
precondition for obtaining the candidate status and then the initiation of accession negotiations. The 
European Commission Opinion identifies with the Recommendation no. 11, the fulfilment of political 
criteria for EU membership in particular the reinforcement of the protection of human rights not only as a 
guarantee for the rule of law but also as a condition for European Integration. Strengthening and 
protecting human rights, special focus on minority rights and effective enforcement of anti-discrimination 
policy is a key priority of the Albanian state institutions, aiming at the integration of minorities in public 
policies and procedures, addressing ethno-linguistic discrimination in compliance with the European 
Convention of Human Rights and other international conventions for minorities. The purpose of this paper 
is the identification and analysis of democratic standards, rule of law and integration policies since 1992 in 
Albania, which guarantee the strengthening of legal mechanisms and real achievement for the national 
minorities living in Albania in their efforts towards the development of further enforcement in the 
protection of human rights by: adopting and monitoring the National Strategy concerning the protection of 
minorities for the period 2011-2015, increase of representative ability to enhance the participation in 
decision making for major economic and social issues in local and and central governmental institututions; 
completion of legal framework for a functional and effective system in the protection of child’s rights; 
amendment of the legal framework by ratifying the Convention on Ethnic and Linguistic Minorities in 
accordance with EU standards and best practices; protection of Roma community rights in particular 
provided in the current legislation and international conventions, as well as the effective implementation of 
anti-discrimination policies. 

 
Key words: Human Rights, Rule of Law, European Integration, Key Priority no. 11, Action Plan, European 
Convention of Human Rights. 

 
JEL Classification:K19. 

 
 
 

1. Rule of Law and the Constitutionality of Minority Rights in Albania 

 
1.1 Constitutional Guarantees on the protection of minorities 

 
It is not a coincidence that after the Fundamental Principles of the Albanian Constitution, the 

fundamental human rights and freedoms comes before the parts that deal with the organization of the state 
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Abstract: 
 

In the context of the Albania's integration into the EU, respecting the human rights and the protection of 
minorities remains a key priority to reach. This paper aims to show how Albania has moved forward in the 
accomplishment of one of the main criteria of Copenhagen, that political, whose focus is on human rights. 
The entire paper sheds light on the European Commission reports which reflect the progress made by 
Albania in front of the door of the European Union. For the aim of the paper we will emphasize that 
Albania has become part of the universal and regional instruments of human rights protection, by ratifying 
a large number of conventions such as the European Convention on Human Rights, the Hague Convention 
for Protection of Children, the Framework Convention for the protection of minorities, etc. 
Given the fact that respect for human rights is one of the basic elements of coexistence in a European 
society, the work will show that Albania has moved in a positive direction concerning the respect of the 
rights of prisoners, women, children, the guaranteeing of freedom of expression, thought, conscience and 
religion, the implementation of the principle of equal treatment, the guaranteeing of the right of property, 
and also the protection of the right of minorities. We will analyze the role played by the ombudsman and 
the commissioner for the protection against discrimination in this field. The last part of the paper will refer 
to the conclusions and recommendations Albania must take into account in order to successfully face the 
challenges of European integration. 

Key words: European integration, challenges, human rights, protection of minorities, report, 
recommendations. 
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1.1. Introduction 
 

European Union, in all the steps of its creation and expansion, has shown a keen interest towards the 
respect of human rights. Principles of human rights are set out in the Treaty of European Union as well as 
in the charter of fundamental human rights. All countries aspiring to be part of the Union must recognize, 
respect and protect human rights. The European Union Treaty itself, in its Article 6 (1) sanctions that the 
Union is based on the principles of liberty, democracy, respect for human rights and fundamental freedom, 
as well as on the rule of law. Article 6 (1) is one of the most important articles to be respected by EU 
aspiring countries, in reference to Article 49 of the EU Treaty, which stipulates that any European State 
which respects the principles mentioned in Article 6 ( 1), may apply to become a member of the Union. The 
first obligation to be accomplished by the states is respecting the "Copenhagen Criteria" which were 
established in the meeting held by the Council of Europe, in Copenhagen, in 1993. The criteria require that 
a state have the institutions to preserve democratic governance and human rights, a functional market 
economy and it accept the obligations and scopes of the EU.ii The focus of the article will be based on 
respecting one of the Copenhagen criteria, the political one, in the context of human rights and protection 
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This paper aims to get an overview on the environment crime and its legal definitions. Criminal offences 
against the environment (air, land, water, flora and fauna) have become a global concern and problem 
which calls for immediate solution. Criminalisation of criminal offences against the environment is an 
effort to impose criminal sanctions on these criminal behaviours harming the environment and 
consequently the public interest. Environmental crime is complex and special due to the fact that the 
environment itself is a complex area of several dimensions. It has a special nature. Environmental crime is 
to a certain extent different compared to the traditional classic crimes. In order to protect the environment 
from criminal actions, legal and institutional initiatives through programmes of several international 
structures or bodies are being implemented all around the world. The Constitution of the Republic of 
Albania affirms clearly the principle established in the Aarhus Convention for the public right to obtain 
information on environmental situation and also the principle of sustainable development which is 
internationally recognized in important European legal instruments and United National instruments. Such 
constitutional obligations are elaborated in important legal acts including the Criminal Code of the 
Republic of Albania. Criminal law provisions ensure protection of the environment from all the acts or 
omissions which constitute a threat for the society such as illegal actions committed in guilt and followed 
by the dangerous consequences. Considering the period from the ’90 up to now, it results that there is a 
positive and evident development of criminal law as regards protection of environment through criminal 
law. Before the ’90, criminal offences in the area of environment were not foreseen in any separate chapter 
of the Criminal Code, as they are now. An important moment to be mentioned regarding the issue on 
environmental crime is the position of the European Convention on Human Rights (ECHR) signed in Rome 
on 4 November 1950. The European Convention on Human Rights in the framework of the legal 
regulations of the rights and freedoms does not contain, specifically defined or explicitly, any provision 
about the environment. Therefore, European Court on Human Rights has settled the cases by applying the 
respective articles of the Convention including the general regulations concerning the protection and the 
entitlement to fundamental rights including the protection of environment and the right to a clean 
environment which is directly linked to the right to privacy, property, family life considering environment 
as part of superior interest of the society. Organised environmental crime – “Ecomafia” as it is broadly 
known in Italy refers to the entirety of well-defined and organised criminal offences against environment. 
Organised environmental crime is even more serious from the perspective of the social menace because the 
criminal consequences fall on many states and societies. Consequently, even cooperation at international 
level has been strengthened. Organised environmental crime is serious, international and well organised as 
it is characterized by sustainability and continuation with the sole purpose economic and financial profit. 

 
Key words: criminal law, organized environmental crimes. 
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I. Introduction. 
 

Criminal offences against the environment (air, land, water, flora and fauna) have become a global 
concern and problem which calls for immediate solution. 

mailto:altin_shegani@yahoo.com


Section XII Albanian Law, European Law, International Law 

793 

 

 

 

 
WHAT IS EU CRIMINAL LAW? THE PRESENT AND THE FUTURE 

 
PhD. Dr. Altin Shegani 
Dean of Law Faculty 

University of Tirana – Albania 
email: Altin_shegani@yahoo.com 

 
M.A. Elton Plaka 

University Hëna e Plotë (BEDËR) 
Email: eplaka@beder.edu.al, 

 
 

Abstract: 
 

The controversial proposal, which as readers will presumably remember, suggested as a solution to the 
problem of frauds on the Community budget a special code of criminal offences, enforced by a European 
Public Prosecutor who could operate in all the Member States. At present, EU criminal law is a is double 
mystery, because each of the two groups of people who ought to be interested in it firmly believes that it is 
exclusively a matter for the other. Criminal lawyers usually refuse to look at EU criminal law because they 
see it as a topic for the EU lawyers, and mainstream EU lawyers avoid it because they see it as a topic for 
the criminal lawyers. 

Key words: criminal law, EU criminal law. 
 

JEL classification: K19 
 
 

EU CRIMINAL LAW: WHY? 
 

The first question that arises is in this context is why there should be such a thing as EU criminal law at all. 
The purposes of the EEC (as it originally was) were economic: to promote peace, first by linking the 
economies of the European nation states together in such a way that war between them would in future be 
unthinkable, and secondly, by diverting the energies of their inhabitants from national rivalry to national 
and collective economic growth – along the lines of Dr Johnston’s famous comment that ‘‘There are few 
ways in which a man can be more innocently employed than in getting money.’’ The corner-stone of this 
operation was the creation of a single economic area in which there would be free movement of workers, 
services, goods and capital. At first sight, it is not obvious to see where criminal law appears on this agenda 
– particularly as criminal justice is usually regarded as an area where national differences are particularly 
marked, national sovereignty is guarded with particular jealousy, and all talk of harmonisation is 
particularly unrealistic. To quote Harold Gutteridge, a famous comparator and Cambridge professor of an 
earlier age, studying the criminal law of other countries is interesting, but ‘‘… the unification of criminal 
law is either impossible or, if possible, would be undesirable …’’ 

However, a reflection quickly shows that EU law must necessarily impinge on the criminal law of the 
Member States in a negative sense; and experience over recent years shows a growing practical need for it 
to do so positively as well. 

 
EU law impinges negatively on national criminal law because it takes precedence over national law, 
including national criminal law, and therefore nullifies rules of national criminal law that conflict with it. 
Thus, for example, EU law provides for free moment of capital, which means that it is not open to national 
criminal law to penalise the removal of money from one Member State to another. 
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Abstract: 

 
Respecting the international agreement is one of the main obligations that the international law sets for its 
subjects and one of the ancient principles of this right. The European Convent of Human Rights is not only 
one of the mainly international agreements for its impact but also for the status that our acts of domestic 
law attributes to it. This paper aims to analyze from qualitative methodology point of view based on the 
research of literature and on the respective legislation, that how the obligations of European Convent of 
Human Rights are realized in our country and how it is implemented in the domestic law. The purpose of 
this paper is to explain what we understand with concept of international legal obligations, the principle of 
pacta sunt servanda, how Albania has fulfilled her obligations that derive from European Convent of 
Human Rights and if there is room for improvement, what is the status of this convent in our domestic law 
treating briefly the relationship in this case of our law with the international law. 
Conclusion: Albania as a developing country has made maximal efforts to fulfill the international legal 
obligations that derive from European Convent of Human Rights creating a legal framework that aims to 
respect the individuals fundamental rights and freedoms. 

 
Keywords: international agreement, European Convent of Human Rights, international legal obligations, 
juristic status, respecting the human rights and freedoms. 

 
JEL Classification: K 309. 

 
ECHR is an international treaty implemented from EC and is one of the most important acts regarding the 
protection of human rights, which is signed and ratified by all the members of EC. 
The signature and the ratification of an international agreement are two of the most important stages of the 
conclusion of an international agreement. The ratification moment is mainly related to the time when the 
agreement signed by the representatives of the State enters into force definitively. This means that the state 
can exercise the rights arising from such agreement and in the same time have to implement the obligations 
laid down by it. 

 
The obligations assumed by a state under an international agreement are called international legal 
obligations and based in one of the oldest principles of international law pacta sunt servanda they have to 
be fulfilled by the State party to the agreement xlvi 

 
The membership in the Council of Europe, the signature and ratification of the ECHR and later on of the 
SSA brought Albania in front of the obligation to approximate its legislation in the field of human rights. 
The section 2 of the SAA provides that "Respect for democratic principles and human rights as defined in 
the Universal Declaration of Human Rights, the European Convention on Human Rights, the Helsinki Final 
Act and the Charter of Paris for a New Europe, the respect for the principles of international law, as well as 
the principles of market economy as reflected in the Document of the CSCE Bonn Conference on 
Economic Cooperation, form the basis of internal and external policies of the Parties and constitute 
essential elements of this Agreement. " 
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Abstract: 
 

The general development of society brought about the creation of the modern and sovereign states. This 
development was followed by the birth of interstate relations, part of which, the juridical relations among 
different states in the criminal process are. After the abolition of the communist regime, the democratic 
orientation of the state and the integration process of Albania in Europe, were followed by general reforms, 
among others, the reformation of the legislation. The juridical relations with foreign states in the criminal 
process have been known in Albania since the period between the two World Wars, where among other 
things some agreements with other states were signed for the extradition of the criminals. How have the 
juridical relations with foreign states in the criminal process changed in Albania? Which is the role of 
these relations in the European integration of Albania? These are the questions that tend to be analyzed in 
this study, which is based on a detailed observation, using scientific descriptive and comparative research 
methods, analyzing the connections between the legal acts of the internal Law and international legal acts, 
through the historical development of the Albanian State, concluding: Due to historical conditions, Albania 
quite by chance has remained outside Europe. Albania has been part of Europe, where it belongs to be. 

Keywords: jurisdictional relations, foreign states, criminal process, European integration, international 
legal act, law. 

JEL Classification: K19. 

 
Introduction 

 
The general development of the society brought about the formation of modern and sovereign 

states, which was accompanied by the birth of international relations. These states gained their identity after 
the First World War and brought about the development of cooperation among different countries in the 
field of Law, resulting in the birth of International Law, part of which Criminal International Law is. The 
International Law in general and the Criminal International Law in particular are composed of jus gentium 
(State Law, which includes the inner law) and jus inter gentes (the agreements among states, which include 
international acts). Jurisdictional relations with foreign states in the criminal process are a special area 
where the cooperation among different states is obviously seen. 

Jurisdictional relations with foreign states in the criminal process are exercised in accordance with 
the requirements, procedures and from the institutions foreseen by law. Here we may mainly mention: 
Extradition, International Requests and the Execution of Foreign Criminal Sentences. These are of great 
interest to be studied in-depth, taking into consideration the free movement of the citizens from one country 
to another, the integration of many countries in EU, which brings about the breaking of barriers and 
boarders in between states, and the aspiration of Albania to become part of this Union. 

This study tends to analyze the steps that Albania has followed through years in the jurisdictional 
relations with other states in the criminal process, with the aim of showing that Albania has been part of 
Europe, a place where it belongs to be. This analysis will include the international acts ratified by the 
Republic of Albania in the field of jurisdictional relations with foreign countries in the criminal process, at 
the same time the way how these are implemented in the inner legislation. 
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Abstract: 

After the democratic changes in the early 90-s that took place in Albania, the integration process of 
Albanian State in Europe, demanded the implementation of legal reforms, part of which is the Penal Code 
of Republic of Albania. “How did the Penal Code of the Republic of Albania has changed in the context of 
the country`s European integration?” is one of the crucial questions posed in this study. The new Penal 
Code was approved by law no.7895 date 27.01.1995. It is based on the models of modern contemporary 
penal codes of western democratic countries, such as: France, Germany, Italy etc. and it was in full 
accordance with the international juridical standards at that time. This presentation aims to analyze the 
changes that this code was subjected to, due to the signing and implementation of several European 
Conventions. It is based on a detailed observation and the use of scientific research and comparative 
methods to highlight the connection between the European Conventions ratified by the Republic of Albania, 
as important international documents which are sources of the Penal Code of the Republic of Albania, as 
part of Internal Law. The conclusion of the study claims that the changes in the Penal Code have played a 
crucial role in the European integration of Albania 

Keywords: The Penal Code of the Republic of Albania, changes, European Conventions, integration, 
ratification, law, article. 

JEL Classification: K19. 
 

 
Introduction 

 
After the downfall of the totalitarian regime and the shift to political pluralism, the Albanian State 

found itself in front of new challenges in all aspects of life, including the Penal Law. The new orientation 
of Albanian politics aimed to transform the former system of Penal Justice and reshape it on democratic 
and Western-oriented basis. In the framework of these changes, the Constitution of 1976 was abolished, 
and a new law “On the Main Constitutional Dispositions” was approved. This law provided new juridical 
basis for the whole new legislation and Penal Justice System. The new Penal Code was drafted upon “The 
Main Constitutional Dispositions” according to the democratic principles, and after the patterns of the 
Western democratic countries codes. It was approved in 1st June of 1995. 

The Penal Code of the Republic of Albania is a material penal law which constitutes the main 
source of the Albania Penal Justice. It is a highly important act which serves as a powerful weapon in the 
struggle against crime, in order to protect the citizens. Since the time of its approval to nowadays, the 
Albanian Penal Code has undergone a lot of changes due to the criteria demanded for each country aspiring 
to become part of the EU. 
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Abstract: 

The Convention on the Recognition and Enforcement of Foreign Arbitral Awards (the New York 
Convention) is described as the most successful treaty in private international law. For more than half a 
century this document has contributed to the protection of incomparable values of free trade. In this way it 
served well also to the interests of human society, providing a valuable contribution to the world economic 
development. Legal instruments of recognition and enforcement of foreign arbitral awards in the Republic 
of Albania do not justify the rightful place of arbitration mechanism in resolving international commercial 
disputes. The domestic normative framework that governs the enforcement of such awards is not fully 
sufficient. Albania has ratified the New York Convention more than 40 years after its entry into force, but 
that's not enough. In fact, the enforcement of arbitral awards which resolve international commercial 
disputes is facing with the lack of a modern legal framework and an unconsolidated jurisprudence. Since 
last 10 years, the New York Convention is part of albanian legal order, but its implementation is not 
appropriate. Mostly this is due to the lack of approaching process of the albanian legislation to the 
international standards in this field. Adoption and implementation of legal instruments in accordance with 
the international legal framework, for the recognition and enforcement of foreign arbitral awards, will be a 
good service to the integration process of the Albanian economy. 

 
Keywords: arbitration, convention, enforcement, award, disputes, international. 
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Introduction 

International arbitration and its values in the global economy. 

In recent years, globalization has brought the spirit of breaking down cultural and social barriers between 
people and particularly has accelerated communication and economic cooperation between states. In this 
context, legal issues regulating these relations can not remain within national frameworks but have received 
more and more an international prospective. A clear example of this context is the international commercial 
arbitration. The great increase of the international trade and companies investment in foreign countries is 
associated with the tendency to transform the international commercial arbitration into a mechanism used 
increasingly to settle disputes arising from these relationships. 

What is international arbitration? 
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