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Albania was the last country in South-eastern Europe to start imple-
menting the principles of a free market economy after 1990. As a small
country, its market is dominated from small and medium firms. In this re-
spect, the development of Albanian small and medium firms is now an im-
portant issue for policy-maker and this process is broadly similar to that
found in other transition economies. The aim of this paper is to present the
main patterns of the small and medium enterprises and the impact on the
level of the competition law and policy enforcement in Albania.

In the early transition, competition was an inherent phenomenon of the
market, and actions related to it were new to Albanians. Competition went
beyond the economic aspect: it affected the broader political and social life
because the preceding system had excluded competitiveness from all as-
pects with the main role played by the State, thus completely eliminating
competition related to market price or, rather, competition as a regulator of
supply and demand. Like other Western Balkan countries, which are well on
their path toward European integration, competition remains a challenge
for Albania.

The value and importance of small firms are revealed from various re-
searchers and policy makers Considering the small scale of the Albanian
economy, our discussion, in the second section, addresses the question of
why it is important a healthy small and medium firm sector. The implemen-
tation of the legal framework for competition, the efforts to increase the
independence and responsibility of the institution of Competition Authority,
raising market players’ awareness of the fact that competition means eco-
nomic prosperity, stronger institutional cooperation and greater transpar-
ency to the public, are the major pillars of the national competition policy.

The paper contents five sections which describes the main barriers of
small and medium enterprises to growth in the first section. The second
section is focused on the main economic feature and the characteristics of
the market size in Albania. The discussion is followed in the third and forth
section aiming to shed light on the implementation of the competition law
and policy in Central and East European countries and presents some of the
issues faced by the Albanian Competition Authority, mainly. The final re-
marks indicates the main issues that should be consider in assessing the
level of the enforcement of the competition law and policy.
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1 The role of SMEs growth in the developing countries

It is widely accepted that the SME sector can play a key role in the proc-
ess of transition. Most of those countries went through a liberalisation and
privatisation process in wide scale, driving to enlargement of the small and
medium sector. It is well articulated in theory and empirically that the con-
tribution of SMEs to new job, exports, innovation and regional develop-
ment is vital to national development. Also, small businesses can be an im-
portant factor to foster competition and a vehicle for competitive forces
and market efficiency as well. World Bank Group database provides com-
prehensive statistics on the contribution of the SME sector to total em-
ployment and GDP across a broad range of countries (Ayyagari et al, 2003).

Much of the economic theory of the growth of small firms has been
concerned with the relationship between growth and firm size and a posi-
tive correlation is indicated due to the economies of scale (Cook et al,
2002). In this regard small businesses face special disadvantages such as: in
economies of scale compared to larger businesses; in access to seed and
development finance and in the costs of raising funds; in the lack of infor-
mation or capability to apply new technologies; and in resources and exper-
tise to deal with complex tax and regulatory systems. In order to facilitate
the small firm sector development, those factors should be considered and
reflected in the industrial policy in transition countries.

History of the transition process in the Eastern Europe, indicate that the
small and medium firms derived from the privatisation process from state-
owner to outsider and /or insider owners, who had incentives to restructur-
ing their enterprises. However, as Bartlett pointed out “...in most transition
economies there is not an absence but rather a surplus of new firm entry”
(Bartlett, 2002), various researchers have identified some barriers to
growth of small and medium firm sector in those countries.

The advantages represented by SMEs such as the encouragement of en-
trepreneurship; the greater possibilities that SMEs will utilize labour inten-
sive technologies and thus have an immediate impact on employment gen-
eration; the rapid establishment, operation and possibility to produce quick
returns; the ability of SME development to encourage the process of both
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inter- and intra-regional decentralization; and the notion that they may be-
come a countervailing force against the economic power of larger enter-
prises, confirm the importance of the role of SME’s in the economic growth
in transition countries. In a broader socio-economic context, the develop-
ment of SME’s accelerates the achievement of wider economic and socio-
economic objectives, including poverty alleviation.

The recent literatures (such as Smallbone, 2003; Bartlett and Bukovic,
2001) on this issue address several barriers which can be classified as institu-
tional barriers, internal organizational and resource barriers, external mar-
ket barriers, financial barriers and social barriers. Also, the literature on
transition countries identified a number of external factors that affected
small enterprise development.

It is widely accepted that there are a wide range of determinants of the
small and medium-size firms development such as: Macroeconomic and mi-
croeconomic environment (including procedural requirements for registra-
tion and licensing, number of institutions for entrepreneurs to report to,
rules and regulations governing entrepreneurial activities, laws to protect
property rights, etc.); entrepreneurial and business skills (including entre-
preneurial training and business education, availability of information, etc.);
social and economic condition for entrepreneurship (including public atti-
tude toward entrepreneurship, presence of experienced entrepreneurs, ex-
istence of persons with entrepreneurial characteristics, etc.); financial assis-
tance to small and medium enterprises (including venture capital, alterna-
tive sources of financing, low cost loans, etc.); non-financial assistance to
small and medium enterprises (including counselling and supportive ser-
vices, entrepreneurial networks, support for research and development,
etc.).

Economists have argued that as a major component of sustainable
economic growth for SMEs is related to firm’s market access. On other
hand, the level of barrier to entry and to exit in a certain market is indicator
of the state of the competition. Sound competition policy can help markets
work better, and is a key part of the investment climate that can help inves-
tor confidence, and provide a level playing field for domestic SMEs. For
markets to remain competitive there would be no unnecessary entry barri-
ers, so that new firms can enter when they see business opportunities. Bar-
riers to exit would not be excessive, to allow firms to leave markets when
they are unable to operate effectively. An effective competition policy
should safeguard the rights of entrepreneurs to enter and to leave markets.

The Austrian and Evolutionary schools, drawing on the influence of
Schumpeter, view competition as a dynamic discovery process in which rival
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entrepreneurs seek new profit opportunities in a world that is constantly
changing. In this respect, market size and structure affect dynamic efficiency
which involves research and development expenditures designed to create
new products and processes. As Gal (2004) has pointed out, some re-
searchers have concluded that large firm size is more conducive to innova-
tive activity than small firm size. On the other hand, it is argued that large
size can be a disadvantage in facilitating innovation. Most studies conclude
that R&D increases more than proportionally with scale up to a certain size
and then decreases as a proportion of sales.

Aiming to highlight the specific economic feature impact on the compe-
tition law and policy, the following section presents the patterns of small
and medium enterprises in Albania.

2 Small and medium enterprises development in Albania

In spite of large differences from country to country, after decades of
central planning all transition economies suffered from massive problems. It
was recognised that a reorientation toward market-based systems was the
only option for achieving economic progress. In the economic sphere, the
transition to a market economy requires action in three essential areas of
economic policy: such as to liberalise the economy, decentralise decision-
making and allow economic agents to assume responsibility for their ac-
tions. This means, for Albanian economy in particular, bringing price con-
trols to an end and liberalising the foreign exchange and foreign trade sys-
tems to ensure that the domestic economy is opened to international com-
petition. Another requirement concerns the restructuring and creation of
the institutions and markets that are needed for a competitive market
economy to function effectively. This includes structural reforms such as
new tax systems, new or reformed banking and financial systems, the regu-
lation of monopolies and new legal frameworks, especially governing prop-
erty ownership.

Albanian economy is small by the standards of most other transitional
economies. Its unique cultural and social background is reflected in the
population’s mentality concerning the market system, property rights, and
legal and institutional enforcement.

Since transition in the early 1990s, Albania has made impressive pro-
gress, achieving macro-economic stability and one of the fastest rates of
GDP growth in South Eastern Europe (SEE). The Figure 1 on p. 19 indicates
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the dynamics of the real GDP growth and inflation in recent years 2000-
2009. The economy was, however, starting from a position of considerable
poverty, According to the EBRD (Transition Report 2009), GDP per capita is
estimated USD 4,005,9 in 2008; about 21% of GDP is received from agricul-
ture sector and 10.4% of GDP is received from industry, which generally uses
out-dated technologies and has only low productivity. Estimates of the con-
tribution of the informal economy to GDP vary between 24% (World Bank)
and 58% (Government of Albania)’. Remittances sent by Albanians living
abroad remain an important mainstay of the economy, and the trade deficit
is about 20% of GDP. The workforce is resilient, adaptable and quick to learn;
at present, wage rates are also very competitive. The natural landscape of-
fers high potential for tourism, and the country is rich in natural resources,
including oil, iron, nickel, copper and chromium.

Nonetheless, it is broadly agreed that over 98% of total active enter-
prises are micro in scale (employing fewer than five people, according to
the national definition). Most of those firms are derived from the privatisa-
tion process of the state owned enterprises. According to EBRD (2009), pri-
vate sector provide 75 percent of the GDP and 83 percent of the employ-
ment is working in private sector.

The role of SME sector in the country’s development is considered
highly important and a priority by the Albanian government. The small and
medium-size enterprises have a crucial role in transition process. The SME
sector in Albanian economy has a paramount importance because, accord-
ing to the Albanian Institute of Statistics (2009) (Figure 2, p. 20), those firms
are 98 percent of the all active enterprises in Albania (excluding agricultural
activity); 82 percent of the turnover is contributed by SMEs; 52 percent of
GDP is produced in the SME sector; 57 percent of employment is in small
and medium-size firms.

As the Figure 3 on p. 20 shows another feature of SME sector concerns
the geographical distribution. Thus, at the end of year 2008, were active
107,342 enterprises, and half of them are concentrated in prefectures Tirana
and Durrés. A specific feature of the SME sector in Albania is its structure.
According to the survey conducted by INSTAT (2009) 93 percent of the
SMEs in Albania are micro-firms with 1-4 employment an average number of
employees 1.5 employees, and 1 percent is medium-size enterprises with an
average number of 42 employees.

*"The informal economy has reached disturbing levels, constituting a factor of risk and un-
certainty for the economic development of the country. It is estimated that the ratio of infor-
mal to formal activity in the private sector is 14/10."
http://www.keshilliministrave.al/english/programi/Anglisht%20programi.htm#_Toc114360441
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There are two ways of transforming an economy dominated by the pub-
lic sector: through privatisation of the existing state assets and through the
entry of new private businesses. Mass privatisation, mainly, caused the in-
crease the number of small and medium enterprises. According to the
structural survey conducted by INSTAT (2009), trade activity predominates
with 57 percent which is followed by agriculture and construction with 18
percent and 15 percent respectively. The distribution of structure of GDP
according to the economic activities is presented in Figure 4 on p. 21.

The role of private sector in the country’s development is considered
highly important and a priority by the present Albanian Government. Fur-
thermore, considering that SME’s have a crucial role in transition process, in
overall terms, good progress has been made in setting out and beginning
implementation of new policies to support the growth and development of
SMEs.

Thus an summary of the main structural reforms undertaken and its im-
pact is presented utilising an OECD approach assessing the regulatory envi-
ronment. The analysis focuses on six broad dimensions of the framework
and environment supporting SMEs growth and development which are
considered very important for policy maker in transitional economies from
OECD (OECD, 2003).

Institutional framework for SME policy.

Rule of law and the regulatory environment.

Tax policy for small businesses.

Financial instruments for fostering small businesses.
Advisory services supplied to new and small businesses.
Business incubator support to start-ups.

-~ M aoan T w

A summary of the above six dimensions investigated and reported by
OECD in South East European countries under the Enterprise Policy Per-
formance Assessment programme is presented in Figure nr. 4. The average
ratings used to represent the view of entrepreneurs range from 1 to 5
(where 1=very poor, 2=poor, 3=satisfactory, 4=good and 5=very good). The
average ratings per dimension of good practice for Albanian SMEs focus
group are highlighted in Figure 4 on p. 21. In general, the ratings are low
with Business incubators and the Tax system rated the poorest of all (1.6
and 1.7) i.e. between “very poor” and “poor”. Business Advisory services
and the financial System obtained high ratings (2.5 and 2.3) i.e. between
“poor and “satisfactory”.

According to the OECD’s evaluation of the legal and policy framework in
transition countries, Albania is classified as a country with an average qual-

(CC) You are free to share, copy, distribute, and transmit this work
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ity of the policy and legal framework. The Albanian government has intro-
duced a number of reforms to the taxation legislation, tax policies and,
more recently, tax administration itself. The legal framework is fairly com-
prehensive and broadly in compliance with the European and international
fiscal legislation. However, even when good laws exist, their enforcement is
low to some extent. This fact is closely related to the weak institutional
framework and people’s culture and mentality. This again supports the
need to establish and utilise the institutional structure and legal framework,
which will enable a further improvement of the microenvironment.

However, Albania has continued to improve the business climate. Fol-
lowing the establishment of a national business registration centre the
number of newly registered business in 2008 increased by 29 percent com-
pared with 2007 (EBRD, 2009). A one-stop shop for licences and permits
was opened in June 2009 and legal amendments to reduce the time for issu-
ing construction permits from 60 to 45 days were also adopted. However,
in 2008/2009 Business Environment and Enterprise Performance Survey
(BEEPS 1V), companies continue to report practices of unregistered firms
operating in the formal economy as one of the most serious obstacles af-
fecting their operation. Bottlenecks in the bankruptcy process were ad-
dressed by introducing further amendments to the bankruptcy law.

It is obvious that Albanian economy is a small size market and enhancing
competition policy is very important to protect small and medium enter-
prises from firms rent-seeking with market power. However, the extent of
the implementation of competition law and policy is in common with other
transition countries.

3 Competition and competition policy in transition
economies

Competition law comprises a set of rules that affect all aspects of the
economy. Its legal and institutional framework varies from one country to
another, depending on the particular economic development of a given
country, and its regional and international aspirations and obligations.

European Union Competition Policy aims to guarantee an undistorted
Single Market. The Treaty of Rome recognized that a common competition
policy was essential if the consumer was to enjoy the benefits of European
economic liberalisation. All European Union accession countries have
adopted modern EU compliant competition laws and established attendant

www.pecob.eu
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institutions as part of the harmonisation of their legal framework with the
acquis communautaire.

As Strum, et al (2000) point out the 'new regulatory state' became a ma-
jor issue in debates on the development of statehood at the end of the
twentieth century. On their path to consolidating a free market economy,
countries of Eastern and Central Europe have implemented liberalization,
privatization and deregulation reforms. It is obvious that privatization and
deregulation in these countries were a necessary precondition for their
economic recovery, but furthermore those reforms are determinants for a
successful integration process in the Single Market.

After 1990, competition laws and policies were adopted and imple-
mented across transition economies. The adoption of competition policy
was relatively uncontroversial at the beginning of the transition. Some saw
it as a way to soften the rigorous of the market; others as a way to open up
markets. But this consensus is dissipating, especially as interest groups real-
ise that competition policy may block transactions that benefit them and so
are tempted to bring pressure to bear on the decision-makers.

The group of ten transition countries that became EU member states on
1 May 2004 decreed those laws between 1990 and 1993, with important
amendments between 1995 and 1999, which approximated them to the
European Union competition law. One important element of the amend-
ments was the particular harmonization with Article 81 and 82 of the Treaty
of Rome. Special care was paid to administrative procedures related to in-
vestigation and law enforcement, and institutional independence and effec-
tiveness, addressing these issues in more detail. Despite their specific dif-
ferences, competition policies in those countries have three common pil-
lars:

1 Competition protection and promotion is useful not only in cases
where it is limited, distorted or obstructed by private or public compa-
nies through abuse of dominant position and concentration, but also in
the cases where obstruction, limitation and distortion is caused by the
public administration and regulators themselves. In addition to its im-
plementation, the law also provides fines and sanctions.

2 Competition advocacy. This has been an important element of compe-
tition policies in transition economies. It reflects comments provided
by competition authorities on the impact on competition of other poli-
cies, particularly in the areas of privatization and regulatory policies.
The benefits deriving from the incorporation of competition principles
into laws and regulations have been large, particularly because transi-
tion economies have also privatized infrastructure networks for which
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12 Servete Gruda & Lindita Milo (Lati)

there has been inadequate regulatory expertise. Through their Com-
ments and recommendations provided to public administrations and
regulators, competition authorities have used their official powers as
competition advocators in order to embody competition principles in
the legislative and regulatory activities and educate all the key compe-
tition stakeholders.

3 Institutional effectiveness. This element depends on the extent of in-
dependence of competition authority, their administrative capacities
and transparency, and the effectiveness of the appeals process in the
courts.

4 Albanian experience in implementing competition
policy

With the installation of political pluralism and beginning of transition
toward a market economy in 1991, Albania implemented a series of struc-
tural reforms. Special importance was given to privatization, liberalization
of prices and domestic and foreign trade, liberalization of exchange rates,
allowing and ensuring foreign investment, reforming the banking and fi-
nancial system, ensuring market-set interest rates, establishing a tax sys-
tem, etc. Those were the beginnings of the market economy, which means
independence of economic agents and their ability to make independent
decisions on their economic activity. In addition to economic freedom of
enterprises, however, risks related to anti-competitive practices started to
become evident. Like everywhere else, the main sources of similar threats
in Albania included (i) public rules and administrative and bureaucratic im-
plementation of those rules; and (ii) market player behaviour.

On 7 December 1995, Law no. 8044, “On Competition,” was adopted,
which concluded the stage of institutionalizing competition policy in Alba-
nia. The main concern of the government policy at that stage was the estab-
lishment of the conditions for better and fuller implementation of free
competition. The law addresses such issues as monopoly and dominant po-
sition and unfair competition. The adoption of the Law on Competition en-
abled the establishment of the first competition structure at the Ministry of
Industry, Transport and Trade, Department of Commercial Legislation. The
period between 1996 and 2001 was characterized by an unstable competi-
tion structure; therefore, the training of the staff was not effective. In the
context of competition institutional strengthening and in line with EU ex-
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pert recommendations on a better operation of structures in the area of
competition and consumer protection, the Competition Department was
established together with a competition decision-making unit, the Competi-
tion Commission, at the Ministry of Economy. Based on its statute, which
was approved by the Council of Ministers, the Commission comprised five
members, who were appointed by the Minister of Trade.

Law implementation and institutional development began to give results
in the area of setting competition policy goals and objectives, and coordi-
nating with other economic policies. At the same time, relevant actions
were taken to implement the law. After 2000, it became clear that there
was a need for institutional and legal amendments in the area of competi-
tion. While the competition policy had developed during that period, the
competition legislation had gaps and was a far cry from European Union
competition legislation, institutions and policies. It became clear that mere
amendments to the existing legislation would simply not be enough: a new
law on competition protection and promotion was needed, in which anti-
competitive rules would play a key role, and the implementation of which
would be ensured by an independent authority. The fact that the existing
law excluded the investigation of important sectors of the economy such as
services, telecommunications, mail, transport, insurance, agriculture, etc.,
indicated the indispensable need for changing it.

Therefore, on 28.07.2003, the current Law no. 9121, “On Competition
Protection,” was adopted. This is a modern law, which provided for the es-
tablishment and operation of the Competition Authority. It also marked the
end of the second stage of development of the national competition policy,
and the beginning of a new stage. It is applicable to all the sectors of the
economy and all types of companies, both public and private, operating in
the Republic of Albania. It is also applicable to companies operating abroad
that affect the domestic market. The Law is to large extent in line with the
European legislation in this area. It contains very clear provisions on the op-
eration of the Competition Authority as an independent public institution
with a mission to protect market competition.

Pursuant to Law No 9121 “On Competition Protection”, the Competition
Authority has developed the relevant regulations, with GTZ expert support,
which were then approved by the Competition Commission. The regulations
and instructions are published on the Authority website. The preparation of
the secondary competition legislation in line with European Union principles
completed the legal framework, enabling full functioning of the Competi-
tion Authority as an independent public institution that is responsible for
the protection of free and effective competition. With the signing of the
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Stabilisation and Association Agreement and the coming into effect of the
Interim Agreement, the National SAA Implementation Plan envisages the
development and approximation of a series of regulations and guidelines
with the EU legislation.

The Competition Commission formulated and approved the National
Competition Policy (decision No 43, dated 28.12.2006), which aims at foster-
ing competition by ensuring the improvement of market efficiency and the
minimization of the negative impacts on resource distribution related to
market power. This is the first document of competition policy in Albania
and it has been compiled based on the similar experience of the regional
countries which are more advanced in the process of European integration
(such as Croatia, Bulgaria, and Rumania), as well as the specific features of
developments in the competition culture and legal infrastructure in Albania.
This document underlines several objectives such as protecting the free-
dom of economic activity of market participants; reducing market entry
barriers, in order to establish a friendly environment for the promotion of
entrepreneurship and the growth of small and medium-sized enterprises;
and fostering fairness in business relations. The processes of deregulating
specific sectors of the economy, lowering tariffs or removing quota or li-
censes, which are taking place in our economy, are also important objec-
tives for the management of competition policy.

Building on its modest experience the Competition Authority (CA) has
focused particularly on the development of competition policy and the
strengthening of institutional capacity taking into account the economic
and social conditions and the competition culture in Albania. The Competi-
tion Authority can make its contribution to those processes through its ac-
tive participation in the development of public policies, providing com-
ments and intervening in regulation procedures.

It is widely articulated that competition policy has at least two dimen-
sions. The first, which might be called the formal or institutional dimension,
relates to the creation and implementation of policy. The second, the build-
ing of a competitive environment, is clearly a more complex and vast area
related not only to the policy framework but also with the idiosyncratic, so-
cial and cultural aspects of the implementation of competition law. Effec-
tive implementation requires the independence and credibility of the Com-
petition Authority and, of course, the necessary human and financial re-
sources. Additionally, other considerations might arise in order to have a
consistent competition policy, which requires analyzing the tradable and
non tradable sectors. In order to build a competitive environment, it is es-
sential to generate societal awareness of the benefits of competition policy.
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In general, this awareness is already weak in Albania and its creation re-
quires educating consumers, firms, and other government authorities.

The law no 9121, date 28.7.2003 “On protection of competition” has
power in three main pillars which determine the protection of competition:
abuse with the dominant position; prohibited agreements in the form of
cartels; and merging or concentration of undertakings.

The main issues which have been followed up by the Competition Au-
thority, in accordance with the law no 9121, date 28.07.2003 “On protection
of competition, have been:

4.1 Abuse with the dominant position

The law on protection of competition prohibits the abuse with dominant
position or non-dominant position as such. The law prohibits any kind of
abuse by one or/and more undertakings with a dominant position in the
market, specifically in the cases of determining directly or indirectly unfair
prices for the sale or purchase, or other unfair conditions.

According to the implementation of law, the ACA has taken an impor-
tant decision on abusing with dominant position in mobile telephony mar-
ket. According to the Commission decision, both companies Albanian Mo-
bile Company (AMC) and Vodafone Albania, have taken advantage of their
dominating position and placed unfair prices in the market of cell phone
service providers for the period that was being investigated, during 2004-
2005. The companies under investigation have adopted different attitudes
with regard to the demand of the Authority for making the information
available from them. AMC did not make available to the Authority the re-
quired data. Under these circumstances, the Competition Commission made
use of the single legal alternative, imposing a fine on the AMC company of
160 million Albanian Lek, a sanction which is provided for in Article 73 of the
law no 9121, dated 21.07.2003, “On protection of competition”. For the in-
fringements of competition, AMC and Vodafone are fined with ALL 211 552
000 (approx USD 2.2 million) for AMC and ALL 242 633 000 (approx USD 2.3
million) for Vodafone Albania. Also, the ACA has recommended to the Alba-
nian government and the Telecommunications Regulatory Entity to take all
necessary steps to liberalise the Albanian mobile telephony market.

4.2 Prohibited Agreements
One of the pillars of the law “On protection of competition” deals with

the agreements between competitors which restrict competition. These
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kinds of agreements are prohibited since they are connected to anti-
competitive practices, specifically those agreements which have as their
own scope or consequence the setting of prices, sharing of market ac-
cording to the territory and setting of prices or volume of the sales.

Regarding the cartel agreements, the Albanian Competition Authority
has concluded an investigation for an anticompetitive agreement betweens
8 companies which had decided to control prices and to share the market in
pursuance with turnover of the previous year. The Competition Commission
decided to interrupt immediately the agreement as illegal and made rec-
ommendations to Minister of Finance to liberalize the insurance market.
The state still maintains control over prices only in mandatory vehicle insur-
ance, such as TPL. ACA has fined all 8 insurance companies that were part of
the agreement.

During this year, ACA has opened in depth investigations into other car-
tels cases such as the Tirana association of concrete producers, the cartel
on bread prices in Fier count and so on.

The ACA has decided to start a sectorial inquiry into the Energy market
in Albania after a strong public concern of consumers and public institution
on phenomena that might reflect limitations on the competitiveness of the
players in this market.

The third pillar of the law “On protection of competition” is connected
to the concentration procedures, which are one of the main directions of
the activity of the Competition Authority. The forms of concentration are
the union, merging of two or more undertakings, the benefit of direct con-
trol by one enterprise over another, or the establishment of a joint enter-
prise, operating independently financially from the enterprises establishing
it. Concentration is a part of industrial restructuring, and it is seen as neces-
sary to respond to the challenges of the global economy.

The policy of the control of concentrations should contribute to promot-
ing structural and economic reforms in Albania aimed at the consolidation
of the market economy. Through this policy, it is intended to preserve a suf-
ficient number of companies in the market, in order to ensure effective
competition and potentially low prices.

Based on the experiences so far, the Competition Authority has estab-
lished consolidated practices in implementation of the legal framework for
the control of the concentration of enterprises. By means of control over
concentrations, the Competition Authority prohibits those concentrations
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which endanger to establish or strengthen the dominating position of one
or more enterprises, thus restricting the effective competition in the mar-
ket.

The previous experience is characterised by a dynamic development of
the financial sector (especially in the banking and insurance market). This
dynamics is expressed in the structural changes and the ownership of en-
terprises which perform their activity in the banking sector. Consequently,
during this year, a considerable number of applications have been received
at the Competition Authority for the notification of the concentration and
merging of banks and insurances companies . With regard to each case con-
sidered by the Competition Authority, a close cooperation with the relevant
regulatory body is developed.

According to merger or/and concentration, in compliance with Articles
53-63 of the Law (on takeover procedures) the Competition Authority has
approved the merger of Albtelekom-Cetel SA, Albanian American Bank-
Intesa San Paolo SPA, and the Albanian Popular Bank-Socite General SA, In
the insurance market the Competition Commission has approved the take-
over of Sigma - TBIH financial Services Group. When granting authoriza-
tions for takeovers in the banking sector, the Authority pays great attention
to potential abuse with market power. The evidence on the market devel-
opment in Albania indicates that a wave of mergers and acquisitions is tak-
ing place leading to an increase in the concentration of ownership in the fi-
nancial sector in particular.

The ACA has contributed to the promotion of a competition culture by
issuing recommendations on several pieces of draft legislation and produc-
ing competition policy documents regulations and guidelines. Building on its
modest experience, the Competition Authority has focused particularly on
the implementation of competition policy and fostering the institutional in-
dependence in terms of law enforcement. The Staff has been doubled and a
new structure was approved which includes departments dealing with mar-
ket analysis and investigation, legal matters and EU integration, and re-
search and analysis development.

The Albanian Competition Authority has played a proactive role in the
process of European integration (Stabilization-Association Agreement) ac-
cording to the reform in competition fields and for approximation of legisla-
tion with Acquis communitarian, and based on the best practices issued
from the developed and developing countries.

(CC) You are free to share, copy, distribute, and transmit this work



The role of the private sector in socio-economic development is consid-
ered as highly important and a priority in Albania. The small and medium en-
terprises have a crucial role in the transition process. SMEs already make up
the vast majority of private businesses operating in Albania and, because of
their size and adaptability, are likely to be an important source of employ-
ment generation and innovations in the future. As in a more mature market
economy, a vibrant SME sector will eventually become not only a source of
employment, but will also be a key source of competition, innovation, en-
trepreneurship and productivity growth.

Most of the SMEs in Albania are facing a number of constraints and diffi-
culties that may prevent them from achieving their full potential. Unfair
competition form the informal economy comes not only from unregistered
companies but also from informal activities and illegal practices (tax evasion
and unfair competition) of registered companies. As in other small econo-
mies the competition law and policy which are in effect in Albania and are
enforced by the Albanian Competition Authority include provisions proscrib-
ing anti-competitive agreements, abuse of a dominant market position, and
merger control regulations.

It is essential that the Albania Competition Authority should consider the
specific features of the Albanian markets and particularly the market struc-
ture. It would not be a wise policy to interfere with the structure that mar-
kets have established by themselves. Being a small economy there are a few
players which have significant market power within the Albanian market.
Thus the Albanian market tends to develop an oligopoly structure. The big
players operating in such a market structure are likely to agree or collude
among themselves against the smaller players. Regarding this feature the
main challenge for the Competition Agency is to prevent the development
of collusion among the members of businesses operating in the relevant
market.

The promotion of competition requires the cooperation of all govern-
ment and regulatory institutions to reduce the barriers to entry. Fostering
the advocacy and culture of competition regarding the drafted legislation
and regulation is another challenge that we should face.

The lessons from more experienced countries emphasise that this is par-
ticularly relevant in countries where the implementation of competition pol-
icy is in its early stages. The building of credibility requires consistent behav-
iour over time. That is to say, to become credible and reliable, the Albanian
Competition Authority aims to show that its decisions are consistently well
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founded, logically sound and that its authority is not influenced by consid-
erations other than the protection of competition. The Albanian Competi-
tion Authority is working to build a reputation of consistency, accountability
and transparency, in order to increase its credibility with society, as well as
with the other arms of government.
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