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2

1. Overall Assessment

While Albania has made some good progress in reforming its commercial laws in compliance with 
international standards, further progress needs to be made in order to advance the country’s legal 
framework.

In the recent EBRD PPP Legislative Framework Assessment, Albania’s legal framework was rated
as being in “high compliance” with international standards. However, several weaknesses have been 
identified, in particular, with security and support issues, i.e., availability of reliable security 
instruments to contractually secure the assets and cash-flow of the private party in favour of lenders, 
including the so-called “step-in” rights and the possibility of government financial support or 
guarantee of the contracting authority’s proper fulfilment of its obligations.

EBRD’s recent assessment of corporate governance legislation has found that Albania suffers from 
a low level of compliance with international standards. Shortcomings have been identified in nearly 
all dimensions of assessment; the responsibilities of the board, ensuring the basis for an effective 
corporate governance framework, the rights and equitable treatment of shareholders, with the role of 
stakeholders in corporate governance showing slightly fewer deficiencies, and disclosure and 
transparency (i.e., whether the framework ensures that timely and accurate disclosure is made on all 
material matters regarding the corporation, including the financial situation, performance, 
ownership, and governance of the company) being the major weaknesses in the corporate 
governance legislation.

The recent EBRD energy law assessment has shown that private sector participation (i.e., 
assessment of viability of the existing legislative and regulatory framework for bringing in new 
investment) and market framework (assessment to which extent competition is possible, as well as 
the actual degree of competition in the market) are the key weaknesses, with regulatory 
independence being the key strength of the country’s electricity legislation; in the gas sector, the 
major deficiencies have been found in private sector participation, network access (i.e., the
assessment of the network options available to new market entrants) and market framework, while 
regulatory independence has showed only minor deficiencies as compared to international best 
standards.

With respect to the energy efficiency and renewable energy sectors, the progress has been advancing 
very slowly. Strengthened efforts are required to put in place an adequate legal framework for both 
renewable energy and energy efficiency. The capacities and independence of the energy regulator 
need to be strengthened. Albania’s energy sources have to be diversified, and the government 
should make further efforts to finalise and adopt a National Renewable Energy Action Plan, 
providing a target for the share of Renewable Energy Sources (RES) in final energy consumption by 
2020, and a Renewable Energy Law.

The EBRD Insolvency Sector Assessment completed in late 2009 concluded that the insolvency law 
framework was in “high compliance” with international standards. However, there is still potential 
for improvement with respect to the development of reorganisation plans in bankruptcy and 
providing for a restriction on voting by connected parties or the possibility for amendment or 
modification of the reorganisation plan post-approval.
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With regards to judicial capacity, improvement of the judicial system is one of the key requirements 
established by the EU for accession, a fact which continues to drive local interest in judicial reform. 
The importance of judicial reform in accession negotiations was underscored in the most recent EU 
Progress Report. Albanian courts do not enjoy high levels of public confidence, especially in the 
business community and further efforts to strengthen judicial capacity are needed.

National public procurement policies in Albania are well developed and in compliance with current 
international best practice; the Public Procurement Law is less comprehensive when it comes to 
regulation of the pre-tendering and post-tendering phases of the procurement process. In the 2010 
EBRD Public Procurement Assessment, local public procurement practice scored well and was 
reported to be in compliance with newly adopted laws. Some implementation problems were 
reported, related to the lack of secondary legislation, contract monitoring and auditing arrangements 
were not always established by the contracting entities.

With respect to the secured transactions regime, Albania has made some good progress with 
introducing a modern system of taking collateral over movable property and rights. However, an 
efficient enforcement system is central to the success of any secured transactions regime and 
therefore more efforts need to be made in improving the current system. Although the secured 
transactions system is well designed, the enforcement of creditors’ rights is still the weakest part of 
the system.

The current legal system applicable to capital markets seems to be rather advanced but its 
appropriateness cannot be fully tested as there is almost no activity in Albanian capital markets. In 
EBRD’s Securities Markets Sector Assessment completed in 2007, Albania was rated in “low 
compliance” with international standards as to the quality of its securities markets regulation. The 
Assessment has indicated that a number of features in Albania’s securities markets regulation is 
quite strong, including those with respect to the regulator, self-regulatory organisations, issues and 
disclosure, collective investment schemes, and accounting; at the same time, financial instruments
dimension (i.e., availability of a variety of financial instruments traded (commercial bonds, 
government bonds, derivatives, etc.), regulation of derivatives or cross-border issuances, 
requirement to have a sponsor or an underwriter to the issuance or that all relevant transactions be 
conducted on a stock exchange), have been identified as a major weakness of the system.

Liberalisation of the electronic communications sector was started in 1998, with full formal 
liberalisation being achieved in 2007. In the EBRD Telecommunications Regulatory Assessment 
2008, the telecommunications regulatory framework of Albania scored relatively well, showing full 
compliance with international standards in the following dimensions; regulatory independence, 
close to full compliance in market access (radio), with certain deficiencies shown in interconnection 
and access, Significant Market Power (SMP) and safeguards, market access (wired), and dispute 
resolution and appeal.
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2. The Legal System and Investment Climate

2.1 Constitution and courts

The new Constitution was adopted by the Parliament in October 1998 and approved by a national 
referendum in November of the same year. The Constitution provides for a unicameral Parliament 
consisting of 140 members. It is elected for a four-year term using a mixed electoral system: 100 
members are directly elected by the electoral constituencies and the remaining 40 are elected from 
party lists by proportional representation. The Parliament elects the President of Albania by a secret 
vote of three-fifths of its members. The President is elected for a five-year term and has a limited set 
of competences including inter alia signing international agreements, addressing messages to the 
Parliament and granting citizenship.

The Government is headed by the Prime Minister. The President appoints the Prime Minister based 
on the proposal of the party or coalition of parties having a majority of seats in the Parliament. The 
appointed Prime Minister has to be approved by the Parliament. The Government defines the 
principal directions of the general state policy and the Prime Minister is in charge of its outline and 
presentation. The Prime Minister has a broad range of responsibilities, including; ensuring the 
implementation of policies approved by the Government, coordination and supervision of work by 
the ministries and state agencies.

The Constitutional Court is the guarantor of constitutional provisions and is the ultimate 
interpreting authority for such provisions. It also has responsibility for the common competence of 
deciding on the compatibility of laws, international agreements and regulatory acts issued by state 
agencies relating to the Constitution. In addition, the Court acts as the final judicial instance for 
citizen’s complaints regarding the violation of their constitutional rights.

The judicial system of Albania comprises trial courts (of first instance), courts of appeal and the 
Supreme Court. Trial courts hear a variety of cases in the first instance (civil, commercial, criminal 
and administrative). There are six appellate courts of general jurisdiction that try appeals against the 
decisions of the trial courts and sit in panels consisting of three judges. The Supreme Court has 
jurisdiction in the first instance for certain cases established by law and hears appeals against the 
decisions of the lower courts. The Supreme Court also issues guidelines for purposes of unification 
and harmonisation of judicial practices.

Despite a number of measures and initiatives undertaken in recent years, the system lacks the 
required level of efficiency. Improvement of the judicial system is one of the key requirements 
established by the EU for accession, a fact which continues to drive local interest in judicial reform. 
The importance of judicial reform in accession negotiations was underscored in the most recent EU 
Progress Report. 
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2.2 Relationship between legal transition and economic progress

Albania has made some good progress in developing a stable and functioning market economy;
however, there is significant room for further improvement in many aspects of the country’s 
commercial framework. Experience in transition countries suggests that the degree of legal 
transition and economic development of the country advance or regress hand in hand. Albania’s 
level of transition together with the moderate performance of commercial and development laws 
puts the country in the middle of the range (see Chart 1).

Chart 1 – Rule of law and progress in transition in the EBRD countries of operations

Source:  EBRD Transition Report 2012 Table 1.1; EBRD Composite Country Law Index, Dec 2012

Note:  The horizontal axis measures the performance of commercial and financial laws. The vertical axis displays the 
EBRD transition index as an average of transition indicators between 1997 and 2011 with 1 referring to very early 
transition stages, and 4 referring to an advanced transition level.

2.3 Recent developments in the investment climate

After a robust economic growth in 2011, the country is experiencing the lasting effects of the 
Eurozone crisis with a decline in the expansion of the economy since then. National statistics have
shown a 1.2 per cent decline in GDP in the first quarter of 2012 in comparison to the previous 
quarter. Various macroeconomic indicators such as industrial production and retail turnover point to 
continued weak economic activity in the near future. With this, the expected growth is only limited 
and uneven. Weakness of domestic demand, in particular, the declining credit growth and decline in 
remittances, a vital source of income for many Albanians, are expected to be a continued trend of 
the country’s macroeconomic performance.
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At the same time, in its most recent Progress Report published in October 2012, the European 
Commission (“EC”) has recommended that Albania be granted EU candidate status, subject to the 
completion of certain key reforms. Welcoming the political dialogue in the country, the EC 
underlined the importance of the reforms, in particular, in the judiciary and public administration. 

In response to the concerns over the impact of the Eurozone crisis, a number of measures have been 
taken to reduce the risk in the financial sector. In particular, the central bank can require that
Albanian branches of foreign banks be converted into subsidiaries, subjecting them to local 
supervision. This measure is aimed at strengthening the local regulatory oversight with a view to 
limiting the risks of sudden liquidity outflows. Relatedly, the establishment of a ‘bridge bank’, 
which would support domestic banks affected by the crisis, has been undertaken. The measure was
taken in light of the fact that over 90 per cent of banking assets in the country are controlled by 
foreign banks, of which about 30 per cent are Greek and Italian banks.

2.4 Freedom of Information

The legal framework of the right of access to information in Albania has undergone significant 
progress in the past ten years. The most important initial development was the adoption of Article 
23 of the 1998 Constitution which provides for the right of every person to access information held 
by government bodies and to attend public meetings.

Since that time Albania has adopted a specific law on the subject, the “Law on the right to 
information over official documents”, dated June 1999. The Law allows any person to request 
information contained in official documents. This includes personal information on individuals 
exercising state functions related to the performance of their duties. Public authorities must decide 
upon the merits of the request within 15 days and provide the information within 30 days. 
Unusually, there are no exceptions in the law for withholding information. Documents can be 
withheld only if another law such as the laws on data protection or classified information restricts 
their disclosure.

In addition to this Albania also committed itself to a number of international treaties in this field: In 
2002, Albania ratified the Convention on Access to Information, Public Participation in Decision-
Making and Access to Justice in Environmental Matters (the “Aarhus Convention”), which requires 
that countries adopt laws on access to environmental information. Later, in May 2005, Albania 
signed the “Declaration on 10 joint measures to curb corruption in South Eastern Europe” which 
commits members of the Stability Pact for South Eastern Europe Anti-Corruption Initiative (SPAI) 
to improve access to information as a means to fighting corruption within one year.

According to this agreement, government agencies are required to publish their location, functions, 
rules, methods and procedures. Documents that have been previously released and those that the 
public authority deems important to others must also be published. The bodies must also create 
certain documents including final decisions on cases, administrative staff manuals, and indexes.
Despite these measures however it is perceived that the Albanian Freedom of Information (FOI)
framework is being hampered in a variety of ways, including a lack of implementation regulations, 
according to a report prepared for the World Bank.
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Local NGOs and institutions have also found significant problems with its implementation. A 2003 
survey by the Centre for Development and Democratisation of the Institutions (CDDI) found that 87 
per cent of public employees were not aware of the act; there was in fact ‘a serious lack of 
awareness regarding the law at all levels of Albanian society, from government to civil society to 
ordinary citizens’.

The FOI Law is lacking several important safeguards. There are significant problems with the 
appeals process. The Code governing the internal appeals process envisages the possibility of long 
delays in responding to requests, which are unacceptable in relation to information requests. 
Administrative oversight is provided by the People’s Advocate, the Albanian Ombudsman. 
However, the legislation governing this office limits its powers to advisory opinions so it cannot 
make binding orders to disclose. The right to judicial review of refusals to provide information has 
never been exercised in Albania; probably as a result of the small numbers of requests made for 
information, the excessively lengthy process to implement an administrative review and a lack of 
confidence in the judiciary due to their reputation for corruption.

In summary, the implementation of the right to information is still below international standards. 
The Global Right to Information Ranking 2011, which is the first analysis of the legislation on a 
global scale in this area, ranked Albania 81st (out of a total of 89 countries).

3. Evaluation of selected commercial laws

The EBRD has developed and regularly updates a series of assessments of legal transition in its 
countries of operations, with a focus on selected areas relevant to investment activities: concessions,
corporate governance, energy, insolvency, judicial capacity, public procurement, secured 
transactions, securities markets and telecommunications.  The existing tools assess both the quality 
of the laws “on the books” (also referred to as “extensiveness”) and the actual implementation of 
such laws (also referred to as “effectiveness”). This section presents a summary of the results 
accompanied by critical comments of the Bank’s legal experts who have conducted the assessments.

All available results of these assessments can be found at www.ebrd.com/law.

http://www.ebrd.com/law
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3.1 Concessions

Even though a general policy framework for improving the legal environment and promoting PPP 
may not be easily identified in Albania, the way the Government recently approached concession 
legal framework reform illustrates its interest in promoting and using PPP in its infrastructure and 
services. The 2006 Albanian Law “On Concessions” (the “Law”), as amended reflect many of the 
best international standards and is very close to the UNCITRAL PFI Guide recommendations. In the 
recent EBRD PPP Legislative Framework Assessment, Albania’s legal framework scored as being 
in “high compliance” with international standards (see Chart 2), with the dimensions of the 
selection of a private party and definitions and scope of the law having been identified as the main 
strengths of the country’s concessions legislation, while the dimension relating to security and 
support issues having been identified as its main weakness (see Chart 3). According to the 
Assessment, implementation of the PPP/concessions laws has been rated as achieving “high
effectiveness” as compared to international standards, with the PPP law enforcement being a 
stronger pillar and the institutional and policy frameworks being the weaker pillars (see Chart 4).

Chart 2 – Quality of concessions legislation in the EBRD countries of operations

*

Source: EBRD PPP Legislative Framework Assessment (LFA) 2011/12

Note:  The various categories represent the level of compliance of a given country’s legislation (“the laws on the 
books”) with international standards such as the UNCITRAL Model Legislative Provisions on Privately Financed 
Infrastructure Projects.  The asterisk indicates in which category Albania ranks.
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Chart 3 – Quality of the PPP/concessions legislative framework in Albania (2012)

Source: EBRD PPP Legislative Framework Assessment (LFA) 2011/12

Note: The extremity of each axis represents an ideal score in line with international standards such as the UNCITRAL 
Legislative Guide for Privately Financed Infrastructure projects.  The fuller the ‘web’, the more closely concessions 
laws of the country approximate these standards.

It is one of the few laws in the region that includes in its definition the transfer of risk to the 
concessionaire and the remuneration considerations. It also requires a value for money analysis. The 
eligibility for PPP entities and sectors are clearly identified. Such sectors include transport, 
electricity, water, waste water, solid waste, education, health care and prison sectors as well as any 
other sectors specified in government resolutions.

The Law contains provisions assuring a fair and transparent selection process (pre-selection of 
bidders, procedure for requesting proposals; with a distinction drawn between technical and 
financial proposals, possibility of a two-stage procedure, publication of a concession award, limited 
exceptions to a concession award without a competitive procedure, existence of review procedures, 
parameters for the negotiation process, etc.). The provisions regulating the project agreement give 
clear guidance on the main issues to be covered yet remain sufficiently flexible, thus allowing the 
parties to freely negotiate its terms. 
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Chart 4 – How the PPP/concession law is implemented in practice in Albania (2012)

Source: EBRD Concession / PPP Legislative Framework Assessment (LFA)

Note: The extremity of each axis represents an ideal score, that is, a fully effective legal framework for concession / 
PPP.

The Law, however, is rather silent on security and support issues. This may well be due to the fact 
that the country is particularly concerned with the degree of public debt and potential consequences 
on the public budget of PPP projects. In addition the reference to a “management contract” in article 
2 is somewhat unclear.

The Albanian Law is one of the best drafted laws in the region. The lack of practical experience in 
the implementation of the Law may be an obstacle for investors at this stage. 

The law was further amended back in 2009 and 2010, and a new review body for hearing 
complaints was introduced, namely the Public Procurement Commission. The new amendments 
detail the procedure for administrative review in front of the Public Procurement Commission by 
setting clear provisions, timeframes and procedures to be followed during the review process.

A further set of important amendments to the Concessions Law has been submitted to the 
Government allowing for “step-in” rights. If approved this shall facilitate minimising collateral 
financing in order to secure their loans, thus it should significantly improve the bankability of PPPs 
and help mobilise private investments in infrastructure.
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3.2 Corporate governance

Law No. 9901 dated 14 April 2008 on “Entrepreneurs and Commercial Companies”, which entered 
into force on 21 May 2008 is the principal act regulating corporate governance in Albania. The law 
provides the minimum standards of corporate governance for Albanian companies, primarily for the 
joint-stock companies, which can now choose between a one-tier governance system (i.e., only 
Board of Directors) or a two-tier system (i.e., Supervisory Board and Managing Directors/Board).

Law No. 10091 dated 5 March 2009 “On Statutory Auditing and Organisation of Registered 
Chartered Auditors and Approved Accountants” introduces a new set of rules governing the 
qualification and organisational requirements of auditors and accountants and establishes the 
specific circumstances triggering a company’s obligation to go through a compulsory auditing 
process.

Law No. 9662 dated 18 December 2006 “On Banks in the Republic of Albania” established the 
governance requirements for banks in Albania. Banks must be organised as joint stock companies 
and the main corporate bodies are the Steering Council, the Directorate and the Audit Committee.

On 2 December 2011, the Business Advisory Council of the Albanian Ministry of Economy, Trade 
and Energy adopted a Corporate Governance Code. As there is no functioning stock exchange in 
Albania, the Code is targeting unlisted companies on a voluntary basis. The Code comprises 14 
principles, with the last 4 addressing large and more complex unlisted companies (e.g., banks and 
insurance companies).

Chart 5 – Quality of corporate governance legislation in the EBRD countries of operations

*

Source: EBRD Corporate Governance Sector Assessment 2007

Note: The various categories represent the level of compliance of a country’s legislation (the “laws on the books”) with 
international standards as set out in the OECD Principles of Corporate Governance. The asterisk indicates in which 
category Albania ranks.
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In the 2010 Stabilisation and Association Report for Albania, the European Commission stated that 
“the Albanian legislation on company law is, overall, consistent with the Acquis on disclosure 
requirements, takeover bids, formation of public limited liability companies and alteration of their 
capital and rights of shareholders in listed companies. However, further alignment will be required 
on disclosure of information, minimum subscribed capital requirements for public limited 
companies, cross-border mergers and on reporting and documentation requirements for mergers 
and divisions.” In early 2008, the EBRD benchmarked the Albanian corporate governance 
legislation against the relevant international standards (i.e., the OECD Principles of Corporate 
Governance). The results indicated that Albania achieved a low level of compliance (see Chart 5), 
with shortcomings identified in pretty much every dimension of assessment; the responsibilities of 
the board, ensuring the basis for an effective corporate governance framework, the rights of 
shareholders, the equitable treatment of shareholders, with the role of stakeholders in corporate 
governance showing slightly fewer deficiencies, and disclosure and transparency being the major 
weakness of the Albanian corporate governance legislation (see Chart 6).

The recent EBRD assessment also highlighted that the banking law requires banks to be organised 
under a two-tier system, with the steering council in charge of oversight of management. Executives 
are allowed to sit in the steering council, which creates a potential for conflicts of interests. To 
mitigate this risk, the law requires that 1/3 of the members of the council are “not connected through
private interests with the bank, shareholders that control the bank or its executive directors”, but it 
fails to clearly define their role. In practice, this requirement does not seem to be well understood or 
implemented, as some banks have no “independent” directors. Further, these “non-connected” 
directors are not required to sit in board committees, where the potential for conflicts of interests is 
higher. Instead, outsiders can sit in the audit committee and committee’s members are not subject to 
the same duty of loyalty and care as other directors. Non-financial disclosure by banks is poor and 
banks’ compensation practices do not seem to be aligned with prudent risk management. 

The issues outlined above are relevant for the EBRD direct investment in banks in the country. No 
investee companies’ corporate governance related suits have been reported.

Since 2011, the Government of Switzerland in cooperation with the World Bank Center for 
Financial Reporting Reform is supporting with a grant contribution of 1.75 ml USD the 
implementation of the action plan in the framework of the Corporate Financial Reporting 
Enhancement Project over the next three years.

The EBRD is considering starting dialogue with the Central Bank of Albania in order to tackle the 
weaknesses highlighted in the recent assessment on corporate governance of banks.

Following up from the major weaknesses and policy recommendations identified in the recent 
EBRD assessment on corporate governance of banks, the main policy recommendations are as 
follows:

- assess whether the presence of executives in banks’ steering council is potential for conflicts 
of interests;

- clarify the role of independent directors;
- assess the effectiveness of the audit committee and consider whether to transform it in a 

proper board committee, made only of steering council members.
- align banks’ compensation practices with prudent risk management;
- improve non-financial disclosure by banks.
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Overall, the Albanian corporate governance framework has recently improved but space for further 
improvement remains, especially in ensuring that provisions in the law are well understood and 
implemented. The country lacks a functioning stock exchange and an authority that can act as 
champion for the promotion of corporate governance. The banking sector in Albania is well 
developed and banks can be in a position to be promoting good corporate governance. This can be 
achieved by encouraging banks to assess and monitor the quality of corporate governance of their 
corporate borrowers as a critical part of their on-going credit risk management.

Chart 6 – Quality of corporate governance legislation in Albania (2007)

Source:  EBRD Corporate Governance Sector Assessment 2007

Note: The extremity of each axis represents an ideal score, i.e., corresponding to OECD Principles of Corporate 
Governance. The fuller the ‘web’, the more closely the corporate governance laws of the country approximate these 
principles.
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3.3 Energy regulation (electricity and gas)

Albania performs reasonably well overall with respect to the quality of its energy (electricity and 
natural gas) sector. The recent EBRD energy law reform dimensions assessment has shown with 
regards to the country’s electricity legislation that private sector participation and market 
framework are the key weaknesses, with regulatory independence being the key strength,; in the gas 
sector, the major deficiencies have been found in the private sector participation, network access 
and market framework, while regulatory independence has showed only minor deficiencies as 
compared to international best standards (see Charts 7 and 8).

Within the electricity sector, Albania has a regulatory framework in place that is relatively 
compliant with Energy Community requirements, with partial market opening. Major challenges 
include the country’s singular dependence on, aside from imports, hydro power generation, resulting 
in volatile supply both seasonally and from year to year, and its large population of vulnerable 
customers. Potential development of three power projects in biomass, coal and wind could address 
some volatility issues and improve security of supply. There is as yet no retail market, but the sector 
is slowly unbundling and the 2009 privatisation of the distribution company, including the 
distribution system operator and retail public supplier functions, with CEZ obtaining the majority 
interest could provide an impetus for modernisation and transparency. The government and the 
Ministry of Industry and Energy (the Ministry) are the responsible primary policy-setting authority 
in the energy sector, while the Energy Regulatory Authority (ERE) is in charge of regulatory 
implementation.

Within the gas sector, limited transmission infrastructure precludes gas import. The regulatory 
framework for the sector, however, including mechanisms for promoting investment in 
infrastructure, is in the process of development, with primary legislation in place.

The ERE is responsible for the setting of tariffs for all regulated activities in the electricity sector. 
ERE develops and approves the tariff methodologies and approves, modifies or disapproves the 
tariffs and terms and conditions of electric power services. Regulated tariffs are set ex ante and, 
according to the ERE Rules of Practice and Procedures, approved by Board decision in 2009, the 
tariffs are published before and after the tariff setting process.

ERE approves tariffs for: public generation including small hydro power generation, wholesale 
activity, transmission, distribution services at 35 kV and 20/10/6 kV, 0.4 kV and retail supply of 
electricity for tariff consumers. These tariffs are set at an average tariff (not differentiated in energy 
and capacity components); the tariffs are uniform all over the country. The distribution service 
tariffs are differentiated by voltage level, the end user prices for the consumers at medium and high 
voltage levels are differentiated by peak and off peak hours, not yet applicable by the Distribution 
System Operator (DSO) due to a lack of proper meters. No seasonal tariffs or special tariff is 
applied for industry. For households, a two block tariff is applied. The end-user tariff components 
are: pass-through costs of electricity generation (including the renewable), transmission service, 
distribution service (including losses, bad debts to be included in 2010 tariffs) and retail supply fee.
All the power services include the regulatory fee.
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The tariffs for access to the network are set by ERE based on the cost of service and pursuant to 
transparent methodologies as well as on a transparent procedure. ERE issues licences for the 
following: distribution system operator; retail public supplier; wholesale public supplier; for 
generation of electricity; trading of electricity; transmission of electricity; and qualified supplier for 
eligible customers. It publishes a licensing register.

According to the strategy for privatisation of the energy sector and the market model, the 
Transmission System Operator (TSO) and one generation company must remain under state 
ownership, while the remainder of the sector is open for investment, and foreign capital is
unrestricted. With respect to electricity, the use of publicly owned resources is governed by a 
separate concession act.

Albania is one of several net importer countries in the region. In 2007, partly as a result of 
widespread drought and the domestic reliance on hydro power, and the limitations of the 
transmission lines (all imported electricity must come from Montenegro via two 200 kV lines, or 
from Greece via 400 kV lines), the Albanian Power Corporation KESH imported more than 50% of 
its consumption and was forced to institute rolling blackouts. The situation has improved in 2008 
and 2009, with electricity imports estimated to make up about 11% of consumption in 2009. In 
addition, three new power project agreements have been signed in 2009 (biomass, coal fired, and 
wind farm) to improve security of the domestic energy supply.

For security of supply, the Ministry of Industry and Energy (the Ministry), the primary policy-setting 
authority in the energy sector, may launch a tender for new capacity for generation in accordance 
with the Law on Concessions, to be overseen by the procurement authority. Any construction of 
new generation capacities shall be made with the approval of the Council of Ministers unless a 
concession contract is approved by the Government. The TSO is responsible for the demand and 
load assessment, supervising demand and load forecast validity. To assure adequacy of supply, the 
licensees carrying out the activities of public generation, transmission, distribution and public 
supply shall submit to the ERE for approval their investment plan for the next three years and, by 31 
October of each year, the updated investment plan for the coming year. The investment plan offers
analysis of planned expansions in the relevant regulatory period. The Transmission Code and 
Distribution Code specify the criteria and procedures to be applied.

Albania participates in the process of establishing a coordinated office for allocation of the 
interconnection capacities (Coordinated Auction Office – CAO) for the South East Europe region. 
In February 2009, the TSO signed the Memorandum for understanding on the implementation of 
common procedures for congestion management methods and the establishment of a coordinated
auction office among transmission/independent system operators in South East Europe.

With respect to vulnerable customers, ERE is required to follow the state policy on subsidies 
allocated for vulnerable consumers, though ERE may suggest tariff based measures, such as block 
tariffs to address social needs. The number of subsidised consumers is at 270,000 as a result of the 
recent addition of state employees to the targeted groups. Vulnerable consumers can obtain the 
subsidy only if they pay their bill. Problems of identifying the targeted groups remain.
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ERE uses public consultation processes prior to adopting secondary legislation, and as part of its 
tariff review and licence granting or modification processes. It sends responses its gathers from 
consultations to interested parties and also publishes its decisions on its website, 
http://www.ere.gov.al. Public participation procedures and rules are addressed in the ERE’s Rules 
of Practice and Procedures.

Though commercial production and consumption of natural gas in Albania started in 1960, gas 
production peaked in the 1980s and the gas system is now largely out of use due to low levels of gas 
availability. Though plans are underway to extend various supply routes to supply Albania, at 
present Albania does not import natural gas due to limited available gas infrastructure. The 
Government seeks to resume gas usage and is taking steps in this direction. In 2008, a new gas law 
was adopted that creates conditions for investment in the gas sector and anticipates a liberalised gas 
sector. Specifically, the law requires that any undertaking licensed in the natural gas sector carrying 
out more than one of the activities related to production, transmission, distribution, supply, and 
operation of liquefied natural gas (LNG) facilities and storage facilities, shall keep separate accounts
for each activity, and prepare consolidated balance sheets in accordance with required accounting 
practices. The law gives the TSO authority for proposing transmission asset investment planning, 
subject to regulatory approval.

In accordance with the new Natural Gas Law, ERE has already amended its Rules of Practices and 
Procedures and is working for the preparation and development of secondary legislation including 
the Licensing Procedures, model licenses, market model and other regulatory acts for the natural gas 
sector.

Although, the tariff methodology for gas are not yet developed, the law on gas does require that gas 
tariffs and tariff methodologies are non-discriminatory, transparent, take into account the need for 
system integrity and reflect efficiently incurred costs, including an appropriate return on 
investments. The new law regulates third-party access and sets forth mechanisms for disputes as to 
access. Dispute resolution and other institutional authorities parallel those found in the electricity 
sector. All relevant codes and secondary legislation in the gas sector have yet to be adopted.
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Under the new law, all consumers of natural gas in a specified geographic service territory within 
Albania are entitled to access to the reliable, safe, quality and uninterrupted dispatch and supply of 
gas. Wholesale traders and the natural gas transmission operator are responsible for ensuring 
security of supply, with service standards reflected in the transmission grid code. The law assigns 
ERE the responsibility to appoint a supplier of last resort other than the DSO for customers 
connected to the natural gas network. ERE is required to participate in the monitoring of medium 
and long term supply/demand balance according to bilateral agreements that are subject to the ERE 
approval, in order to protect the contracting parties against the risk of the market clearing price 
variation. The mechanism for monitoring is not developed yet.

Chart 7 – Quality of energy (electricity) legislation in Albania (2009)

Source:  EBRD Energy, law reform dimensions assessment project, 2009

Note:  The extremity of each axis represents an ideal score i.e., corresponding to the benchmarks and indicators 
identified in the assessment model. The fuller the ‘web’, the more closely the energy laws of the country approximate 
these principles.
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Chart 8 – Quality of energy (gas) legislation in Albania (2009)

Source:  EBRD Energy, law reform dimensions assessment project, 2009

Note:  The extremity of each axis represents an ideal score i.e., corresponding to the benchmarks and indicators 
identified in the assessment model. The fuller the ‘web’, the more closely the energy laws of the country approximate 
these principles.

3.4 Energy Efficiency / Renewable Energy

The centrepieces of applicable legislation in Albania’s energy efficiency and renewable energy 
sectors are Law No. 9072, dated 22 May 2003, “Power Sector”, and Law No. 9379, dated 28 April
2005, “Energy Efficiency”.

Overall, progress in Albania has been very limited in the energy sector. Electricity market reform 
has not yet been effectively achieved in Albania. State-owned KESH remains the dominant 
electricity generation company, although some smaller hydroelectric power plants (HPPs) are now 
being operated by private firms as long-term concessions. Although preparations are on-going to 
privatise KESH, the process has been slow and difficult. 

In November 2011, the government passed an amendment to Albania’s Power Sector Law, which 
became effective on 1 January 2012. Under this amendment any customer who is connected to a 
power network of voltage greater than or equal to 110kV, or whose annual electricity consumption 
is greater than 50 million kWh is eligible to choose their own electricity supplier. Non-eligible 
customers must be supplied by the public supplier, at the price set by ERE. However, since ERE 
keeps the price of electricity below market price, there is little incentive for eligible customers to 
switch suppliers.
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91% of Albania’s installed electricity generation capacity is hydroelectric, while the rest is through 
diesel-powered thermal power plants (TPPs). In reality, however, over 99% of electricity generated 
is supplied by HPPs (due to the high fuel costs for the Vlore TPP, and the disrepair of the Fier TPP). 
This creates a serious security of supply problem, as the electricity supply is very vulnerable to 
hydrological conditions. Due to unfavourable conditions in 2011, Albania was required to import 
46% of the power it consumed that year.

There is a serious need for diversification of energy resources and greater regional 
interconnectedness in Albania. In terms of interconnectedness, connection lines currently exist to 
the Greek, Serbian, and (recently) Montenegrin grids, with projects in development to connect with 
Kosovo (already in progress), Croatia (through the Montenegrin line) and Italy. Regarding 
diversification of resources, the government is mainly focusing of the development of gas and coal 
powered TPPs. However, over the past several years, there has been significant private sector 
investment in wind power. Additionally, there is significant investment in Albania in the 
construction of additional HPPs, both from the public and private sectors. It is estimated that, at 
present, only one third of Albania’s potential hydro capacity has been developed.

In terms of the legal framework for renewable energy source (RES) no progress has been made. At 
present, integration of new RES producers is hampered by excessive administrative burdens and 
lack of adequate regulation regarding connection to the grid. A National Renewable Energy Action 
Plan providing a target for the share of RES in final energy consumption by 2020 has not yet been 
published. The draft Law on Renewable Energy Sources has not yet been adopted.

Albania has severe problems in energy efficiency, especially with regards to its transmission and 
distribution system. The distribution loss in 2011 was between 27% and 32%, an increase from 
2010. While significantly lower than the 2001 level of nearly 50%, this is an extremely large loss. 
The loss is the result of both theft (illegal connections to the grid) and technical faults. The grid is 
poorly maintained and in significant need of repair and modernisation. The distributor also has 
significant difficulty collecting payment for electricity. The payment rate in 2011 was 77%.

In addition, there is significant need for repair and modernisation of Albania’s HPPs, which suffer 
from a lack of investment. Many small HPPs are now being offered to private investors for 
management under long-term concessions, which is seen by the government as a good way to 
rehabilitate small, obsolete HPPs. The government itself is implementing a rehabilitation project of 
its largest HPPs on the Drin River.

The government also plans a complete renovation of the Fier diesel powered TPP, including a 25% 
increase in capacity, and then to offer it for private management as a concession.
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In terms of policy, no progress has been made in bringing the Energy Efficiency Law in line with 
the acquis. Although the government has adopted a National Energy Efficiency Action Plan for 
2011-2018, a legal framework and an inter-institutional distribution of responsibility for its 
implementation have not yet been established. The plan sets an energy savings target of 9% of 
average final consumption over 2004 – 2008 (168 ktoe) by 2018.

As to the current or proposed reforms, the National Renewable Energy Action Plan, once published, 
will set a target of 18% RES in total primary energy consumption, of which 15% would be 
accounted for by use of biofuels in transport.

In anticipation of adoption of the draft Renewable Energy Law, ERE is implementing 12-year 
certificates of origin and green certificates for RES plants that produce less than 5% of total power 
production. Certification procedures, namely the qualification of RES plants, began in February 
2010.

Further market reform is anticipated, as the Energy Community Treaty requires a fully open market 
by 1 January 2015. The Ministry of Economics, Trade, and Energy is working to pass a new Power 
Sector Law fully based on Directive 2003/54/EC, and reflecting a number of requirements of 
Directive 2009/72/EC.

As to the main policy recommendations, the capacities and independence of the energy regulator 
need to be strengthened. Albania’s energy sources have to be diversified, and the government 
should make further efforts to finalise and adopt a National Renewable Energy Action Plan, 
providing a target for the share of RES in final energy consumption by 2020, and a Renewable 
Energy Law. An adequate legal framework should be put in place for the implementation of the 
National Energy Efficiency Action Plan.

Overall, progress in the energy sector has been advancing very slowly. Strengthened efforts are 
required to put in place an adequate legal framework for both renewable energy and energy 
efficiency.

3.5 Insolvency

Albanian Bankruptcy Law (No.8901 of 23 May 2002), as amended by Law No. 9919 of 19 May 
2008 and Law No. 10137 of 11 May 2009 (the “Bankruptcy Law”) are the primary pieces of 
Albanian insolvency legislation. The Bankruptcy Law provides for three options: (i) the adoption of 
a reorganisation plan aimed at the survival of the debtor as a going concern; (ii) the sale of the 
debtor; and (iii) the liquidation of the debtor. The Bankruptcy Law is available for companies that 
are unable to pay their debts in due time or which are overloaded with debts.

The EBRD Insolvency Sector Assessment (the “Assessment”) completed in late 2009 concluded 
that the Albanian insolvency law framework was of good quality, showing that it is in “high 
compliance” with international standards (see Chart 9). 
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Chart 9 – Quality of insolvency legislation in the EBRD countries of operations

Source:  EBRD Insolvency Sector Assessment 2009

Note: The various categories indicate the level of compliance of each country’s legislation (the “laws on the books”) 
with international standards, such as the World Bank’s Principles and Guidelines for Effective Insolvency and Creditor 
Rights Systems, the UNCITRAL Working Group on Legislative Guidelines for Insolvency Law, and others.

Provisions were clear and efficient with respect to commencement of proceedings, dealing with 
assets of the debtor (particularly with respect to avoidance of pre-bankruptcy transactions) and 
treatment of creditors and their claims. Nevertheless, the Assessment found that there was potential 
for improvement with respect to the development of reorganisation plans in bankruptcy. The 
Bankruptcy Law did not contain any restriction on voting by connected parties or any possibility for 
amendment or modification of the plan post-approval (see Chart 10).
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Chart 10 – Quality of insolvency legislation in Albania (2009)

Source:  EBRD Insolvency Sector Assessment 2009

Note:  The extremity of each axis represents an ideal score, i.e. corresponding to international standards such as the 
World Bank’s Principles and Guidelines for Effective Insolvency and Creditor Rights Systems, the UNCITRAL Working 
Group’s “Legislative Guidelines for Insolvency Law”, and others.

Improvements have been made to the profession of insolvency practitioners by amendments to the 
Bankruptcy Law in 2008 and 2009. The bankruptcy law prior to amendments did not contain 
extended provisions with regard to Insolvency Administrators (IAs) and did not set clear criteria for 
the appointment of an IA, except for the requirement that the IA should have a background in 
economics. The 2008 and 2009 amendments have introduced further provisions regarding the 
qualities and the method of selection of the IA. These require, amongst other matters, for the IA to 
be a certified auditor and to be independent from the debtor and its creditors. In January 2011, the 
Bankruptcy Supervision Agency (BSA) was established to supervise the operation of IAs and the 
enforcement of bankruptcy legislation. This represented a positive step forward as the BSA will 
train and license IAs. However, IAs still lacks sufficient knowledge of liquidation and particularly 
reorganisation procedures.  

We understand that the lack of fully qualified IAs is one of the reasons why there has been little 
reorganisation in insolvency in Albania. Outside of insolvency, the potential personal liabilities 
faced by directors may act as a disincentive to reorganisation of a company in financial difficulties.  
Under the Bankruptcy Law, company directors are required to file for bankruptcy within 21 days of 
insolvency.  If they do not file within the requisite timeframe, directors may be liable to pay 
compensation to creditors for any further losses caused to creditors as a result of the late filing.  
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Although secured creditors are entitled to preferential satisfaction of claims vis-à-vis unsecured 
creditors, they are prevented by the Bankruptcy Law from enforcing their security immediately. It is 
not clear how significant a delay secured creditors face in practice when seeking to enforce their 
security. A moratorium on security enforcement is key to any reorganisation of the debtor in 
bankruptcy since it allows for the continuation of the debtor as a going concern; however it is less 
justifiable in cases of liquidation, where the debtor’s business is terminated. To the extent 
liquidation is pursued, secured creditors should be able to enforce their security as efficiently as 
possible. Delays in security enforcement may reduce the value of the underlying secured assets and 
hence any return to secured creditors. In respect of sale of the debtor’s business in bankruptcy, the 
Bankruptcy Law does not currently provide for an expedited sales procedure or so-called “pre-
pack”. An efficient sales process in bankruptcy has been identified in a number of jurisdictions as an 
important means of preserving the business of the debtor as a going concern and realising greater 
value for creditors.

Insolvency law is cross-sector and affects all sectors where the EBRD has either equity or a debt 
stake. Moreover, it impacts on the willingness of creditors generally to invest in the country and 
therefore also to enter into joint ventures with the EBRD. At the same time, we are not aware of any 
current or proposed reforms to the Bankruptcy Law.

As to the main policy recommendations, building on the establishment of the BSA in 2011 and 
changes to the training of the insolvency office holder profession, Albania should further examine 
ways in which reorganisation may be encouraged, whether in law or practice, to enable the survival 
of viable businesses in financial difficulty. Albania may also potentially consider introducing an 
expedited process for sale of the business in bankruptcy.  

Overall, Albania has made a number of recent improvements to its Bankruptcy Law, which provides 
for one single portal of entry into insolvency procedures for debtors in financial difficulty and for 
the liquidation, sale or reorganisation of a debtor’s business. In practice, reorganisations are 
uncommon.
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3.6 Judicial Capacity and contract enforcement

The court system of Albania consists of trial courts, courts of appeal and the Supreme Court. Trial 
courts hear a variety of cases in the first instance (civil, commercial, criminal and administrative). 
There are six appellate courts of general jurisdiction that hear appeals against the decisions of the 
trial courts and sit in panels consisting of three judges. Judges in the trial courts and courts of appeal 
are appointed and dismissed by a 15-member High Council of Justice. The members of the council 
include the President of the Supreme Court and Minister of Justice. The term of office of the 
members of the Council is five years and elected members cannot be re-elected. The Council may 
transfer judges, conduct disciplinary actions and for certain violations dismiss judges from office. 
The Supreme Court has jurisdiction in the first instance for certain cases and is otherwise the final 
court of appeal. The Supreme Court also issues guidelines for the purposes of unification and 
harmonisation of judicial practices. The Supreme Court consists of 11 members which are 
appointed by the president, with parliament's approval, for nine-year terms.

Albanian courts do not enjoy high levels of public confidence, especially in the business 
community. Uncertainty about the ability of creditors to enforce their legal rights contributes to a 
more cautious approach to lending. Debtors are perceived not to fear legal action by creditors, 
affecting the rate of non-performing loans. Several factors underpin concerns about judicial 
performance in the area of commercial law. First, judicial expertise in commercial law areas is 
considered to be limited. Until recently, judges received little training in business-related topics. 
The Albanian School of Magistrates has been endeavouring to address this issue, and currently runs 
a number of commercial law modules for both candidate and sitting judges. The School of 
Magistrates is an independent body established and funded by the Albanian government, and has 
been operating since 1999. It is considered to be a successful institution, and currently works with a 
number of international organisations, including more recently the EBRD, which is assisting the 
development of commercial law content in the training programme.

Secondly, corruption remains a concern in the country and the judiciary is often suspected of taking 
bribes. In the 2011 edition of Transparency International’s Corruption Perception report, Albania 
fell eight places in the index compared to previous years and was ranked 94 out of 178 countries 
assessed. One of the reasons for the decline was the public’s lack of trust in Albania’s judicial 
system. The government has made efforts to respond to the problem. A new anti-corruption action 
plan for the period 2011-2013 was adopted in June 2011, however implementation of the action 
plan is still on going and the results are yet to be seen.

Thirdly, judicial proceedings are typically protracted, and there is a substantial backlog of cases 
which are more than three years old. Civil cases involving property disputes, which are large in 
number, are particularly affected by delay. In 2011, a new law was adopted on mediation in conflict 
resolution. This is expected to contribute to a reduction in the backlog of cases and enhance the 
speed of justice in the Albanian courts.

Finally, improvement of the judicial system is one of the key requirements established by the EU for 
accession, a fact which continues to drive local interest in judicial reform. The importance of 
judicial reform in accession negotiations was underscored in the most recent EU Progress Report.



25

3.7 Public procurement 

Public procurement in Albania is regulated by Law No. 9643 dated 20 January 2006 “On Public 
Procurement” (the “PPL”), as amended, and the Decision of Council of Ministers No. 1 dated 10
January 2007 “On Public Procurement Regulations”, as amended, and other secondary laws, issued 
by the national regulatory body – the Agency for Public Procurement of Albania - in order to 
provide instruments incorporating an eProcurement system in Albania. The latest amendments took 
place in 2010 and introduced an integrated electronic public procurement platform covering all
national contracting entities.

In order to facilitate the European Union association, the Albanian PPL has been harmonised with 
the EU public procurement policies and is based on transparency and competition principles in 
alignment with the 2004 EU public procurement directives. In the EBRD 2010 assessment
regulatory framework in Albania scored high among the EBRD countries of operations, with a 
compliance rate of 83 per cent to the assessment benchmark (see Chart 11). 

Chart 11 - Quality of Public Procurement legal framework in Albania as compared to other EBRD countries of 
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Source:  EBRD Public Procurement Assessment 2010

Note: The score represents the level of compliance of the country’s legal framework with international standards such 
as the revised UNCITRAL Model Law on Public Procurements. Albania is highlighted in comparison with other 
countries.
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Laws adopted in 2010 have improved the PPL significantly and provide a modern basis for future 
development. The Albanian institutional framework has also been restructured and now includes an
independent regulatory authority and the independent review and remedies body. The Albanian PPL 
provides for modern and uniform regulation, in accordance with the 2004 EU Directives, with 
procurement methods suitable for different contract types. Tenders, open and restricted, are the 
default procurement methods; the contracting entity may apply negotiated procedures only in 
situations where the law allows. The PPL establishes the mandatory electronic procurement 
procedures and enforces full transparency of the contracting entities procurement decisions. Overall, 
the national public procurement policies in Albania are well developed and in compliance with 
current international best practice; the PPL is less comprehensive when it comes to regulation of the 
pre-tendering and post-tendering phases of the procurement process (see Chart 12). 

Chart 12 - Quality of Public Procurement legislation – Albania (2010)

Source:  EBRD Public Procurement Assessment 2010

Note: The extremity of each axis represents an ideal score in line with international standards such as the revised 
UNCITRAL Model Law on Public Procurement.  The fuller the ‘web’, the more closely the public procurement laws of 
the country approximate these standards.

In the 2010 EBRD Public Procurement Assessment, local public procurement practice scored well 
and was reported to be in good compliance with newly adopted laws. Still, some implementation 
problems were reported, related to lack of secondary legislation and contract monitoring and 
auditing arrangements not always established by contracting entities (see Chart 13). 
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Under the Bank’s operations, the EBRD Procurement Policies and Rules shall be imposed, as there 
is a low procurement risk in conducting procurement under local system. 

As to the current or proposed reforms, at present there are reform initiatives undertaken by the 
government, in order to implement the eProcurement instruments in the national legal framework. 
The EBRD is currently not providing any assistance to the public procurement regulatory body.

The public procurement legal framework in Albania is based on the sound principles of the EU 
public procurement policies. It also incorporates transparency safeguards and procurement 
efficiency instruments in the eProcurement system. The regulatory framework could benefit from 
introducing higher accountability standards for contracting entities and contemporary eProcurement 
standards for communication and submissions should be further promoted.

Chart 13 – Albania - Quality of local procurement practice (2010)

Source:  EBRD Public Procurement Assessment 2010

Note: The extremity of each axis represents an ideal score in line with international standards such as the revised 
UNCITRAL Model Law on Public Procurement.  The fuller the ‘web’, the more closely the public procurement
practices of the country approximate these standards.



28

3.8 Secured transactions

Security over movable assets is governed by the Law No. 8537/1999 on Securing Charges Law and 
the established regime reflects most of the modern secured transactions principles. It provides that a 
charge can be created over present or future intangible or tangible movable property as a security for 
one or more present or future obligations of the chargor or another third party. The secured 
obligation may be conditional and need not be a monetary obligation but must be capable of being 
valued in money. The charge agreement must be concluded in writing and contain a description of 
the collateral. The law has been recently amended by Law no 10185/2008 and Law no 10185/2009. 
Amendments introduced the possibility to authorise private entities to serve as administrators 
(intermediaries) of the Albanian Register of Securing Charges and made the register fully accessible 
to the public. In general, the law is clear, comprehensive, and provides the right flexibility to 
accommodate relatively sophisticated transactions. A drawback lies with the priority of secured 
creditors as priority may be lost to some employee, social security and state claims. 

Taking security over immovable assets (mortgage) is governed by the Civil Code, Law No. 7850 / 
1994 (Art. 560-607). Mortgage may be created on (i) real properties; (ii) easement rights over real 
properties and (iii) on future real properties. In order to be valid a mortgage must be created by a 
written notarised instrument and must be registered with the relevant real property registration 
office.

The weakest point of the secured transaction system is in the enforcement, especially of mortgages. 
The legal provisions of the Law on Securing Charges aim at providing a fast and efficient system by 
providing a secured creditor with the automatic right to start enforcement upon debtor’s default 
(execution clause) using execution officers (bailiffs) and choice between a private or public mode of 
realisation. However, bailiffs proved not to be as reliable and efficient as required. Courts are also 
reported to be slow and not very experienced in handling enforcement cases, with a high danger of 
corruption. The enforcement of mortgages is especially problematic and banks have been 
denouncing the fact that they are unable to recover the secured debt at a satisfactory return level 
when enforcing the mortgage. The problem stems from the enforcement provisions of the Civil 
Procedure Code, Law No. 8116/1996, and relate to the limited number of available auctions, 
undefined time periods for the bailiff to notify the debtor with the effect of process being dragged 
on and no commonly set standards for real estate property valuation.
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Inefficient enforcement regimes increase the costs of landing as creditors calculate in the risk of 
their rights not being sufficiently protected. This can directly influence the amount of available 
credit on the market and can limit access to it for certain businesses. Such a situation can have a 
particularly negative influence on SME companies whose available assets are not capable of
compensating for either an increase in the cost of credit or the demand for additional collateral. In 
addition, the inefficient protection of creditors’ rights has a direct impact on every transaction where 
the Bank acts as a creditor. 

As to the current or proposed reforms, the European Assistance Mission to the Albanian Justice 
System has studied the issue of enforcement in 2006 and published a full set of recommendations 
for the improvement of the Civil Procedure Code with a focus on enforcement on immovable assets, 
mostly on how to improve the organisation and functioning of the bailiff service. In particular, the 
idea of privatising the Bailiff Office is seriously considered. EBRD has also put forward the 
recommendation to tackle the issue by considering providing legally efficient means by which 
mortgages can be enforced without requiring a public auction to be held and the involvement of the 
bailiff office. At the moment there are no on-going or announced reforms.

Overall, Albania has done a good job in introducing a modern system of taking collateral over 
movable property and rights. However, an efficient enforcement system is central to the success of 
any secured transactions regime and therefore more efforts need to be made in improving the 
current system. Although the Albanian secured transactions system is well designed an enforcement 
of creditors’ rights still represents the weakest part of the system.

3.9 Securities markets

The basis for securities markets legislation in Albania is laid out in Law No. 9879 “On Securities”, 
dated 21 February 2008. Other applicable legislation, in particular, includes: Law No. 10 158, “On 
Corporate and Local Government Bonds”, dated 15 October 2009, regulating bond loans issued by 
the local government and joint-stock companies having their registered seat in Albania and Law No. 
10198, “On Collective Investment”, regulating the conditions and criteria for the establishment, 
constitution and operation of collective investment undertakings and of management companies. 

The Albanian securities market is supervised by the Financial Supervisory Authority that is also in 
charge of the insurance market, pension schemes and other non-banking financial activities; while 
the Central Bank is responsible for supervision over the banking sector.
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The current legal system applicable to capital markets seems to be rather advanced but its 
appropriateness cannot be fully tested as there is almost no activity in Albanian capital markets. In 
EBRD’s Securities Markets Sector Assessment completed in 2007, Albania was rated in “low 
compliance” with international standards as to the quality of its securities markets regulation (see 
Chart 14). The Assessment has indicated that a number of features of Albania’s securities markets 
regulation is quite strong, including those with respect to regulator, self-regulatory organisations, 
issues and disclosure, collective investment schemes, and accounting; at the same time, financial 
instruments have been identified as the major weakness of the system (see Chart 15). The Law on 
Securities and the Law on Corporate and Local Government Bond, which was created with the 
technical support of EBRD, are both aligned with international standards and no amendments are 
needed to be introduced at this stage, however, once such legislation is tested in practice the 
possible drawbacks may occur. 

Chart 14 – Quality of securities market legislation in the EBRD countries of operations

Source: EBRD Securities Markets Sector Assessment 2007

Note: The various categories represent the level of compliance of a given country’s legislation (the “laws on the 
books”) with international standards such as the IOSCO Principles. The asterisk indicates in which category Albania 
ranks.
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Chart 15 – Quality of securities markets legislation in the Albania (2007)

Source: EBRD Securities Markets Sector Assessment 2007

Note: The extremity of each axis represents an ideal score in line with international standards such as the IOSCO 
Principles. The fuller the ‘web,’ the more closely the country’s securities markets laws approximate these standards.  

The Tirana Stock Exchange is the only stock exchange in Albania; with shares, government papers 
and corporate bonds being the eligible tradable instruments. The volume of stocks and other 
financial instruments traded on it is rather low. The over-the-counter (‘OTC’) market, including the 
derivatives market, has not yet been developed, mostly due to the size of the Albanian financial 
sector. It seems that there may be some minor legal impediments to the development of such a 
market, e.g. the lack of enforceability of netting in insolvency, which would need to be addressed 
when the OTC market picks up and there is investors’ interest in it. 

It is worth noting that the Albanian financial system is currently centred on banks, which may cause 
some risks to stability of the financial sector because of (i) high participation of Greek banks in the 
financial sector (accounting for more than 35 per cent of total banking assets); and (ii) a high level 
of euroisation in the economy. The second pillar, the non-banking financial system, is still in the 
development phase.  

Currently there are not any EBRD projects related to capital markets related in Albania. As to the 
current or proposed reforms, a number of reform projects have been adopted by the Albanian 
Government with the help of USAID, including the USAID’s Financial Sector Development 
Program that seeks to strengthen Albania’s financial sector stability and increase public confidence 
in the banking system. Moreover, as a part of the USAID regional development program for the 
Southeast Europe region (the “SEE”), on 27 March 2012, each Bosnia and Herzegovina, Croatia, 
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Macedonia, Montenegro, Serbia, Slovenia and Albania signed the exchanges’ cooperation 
agreement to work collectively to create a mechanism for cross-border trading of blue chip stocks 
from across the SEE. This cooperation and integration may be helpful in developing capital markets 
in the SEE region, including Albania.

With respect to the main policy recommendations, Albania needs to ensure sustained economic 
development through a more balanced and competitive development of its financial system (i.e. 
establishing and developing the non-banking financial institutions) and financial instruments. In the 
light of the difficulties encountered by the banking sector (Greek banks account for 35 % of the 
banking sector) development of a local capital market and applicable legislation seems not to be the 
priority at the moment. 

Overall, Albania has continued to make progress on key structural and institutional reforms; 
however, it still needs to ensure its sustained economic development. The possible participation of 
Albania in the SEE stock exchanges integration may be helpful in developing Albanian and regional 
(i.e. SEE) capital markets.

3.10 Telecommunications / Electronic Communications

The electronic communications sector in Albania is governed by the Electronic Communications 
Law, 2008, as amended and supplemented by implementing regulations.

Albania began liberalising its electronic communications sector in 1998, with full formal 
liberalisation being achieved in 2007. In the EBRD Telecommunications Regulatory Assessment 
2008, the telecommunications regulatory framework of Albania scored relatively well, showing full 
compliance with international standards in regulatory independence dimension, close to full 
compliance in the market access (radio) dimension, with certain deficiencies shown in the 
remaining four dimensions (see Chart 16).

There are currently 58 active fixed network operators serving the market, though most are local 
operators serving their own communities. A general authorisation scheme was introduced in 2008, 
but some restrictions remain on cable operators. Fixed line penetration (10% of population) remains 
very low and incumbent Albtelecom remains the dominant provider. In 2007, the government 
reduced its stake in Albtelecom to 24% through sale to a consortium comprising of the Turkish 
Calik Group and Turk Telecom. Policy and legislation on the information society are overseen by 
the Ministry for Innovation and ICT and the Electronic and Postal Communications Authority 
(AKEP) is responsible for regulation of the electronic communications sector. AKEP was 
established in 2000 as an independent legal entity, and its key functions were redefined in the 2008 
Law. Although the law gives AKEP independent powers, political interference remains apparent, 
for example in the award of spectrum. Administrative capacity and resources of AKEP remain 
limited. Fixed broadband has only reached approximately 4% of the population which is 
significantly lower than the SEE regional average The mobile sector is dominated by AMC and 
Vodafone, both of whom have now been in operation for over 10 years, with the third and fourth 
mobile operators becoming operational only in 2008 and 2010. Overall mobile penetration has 
increased from 39% of the population in 2005 to 142% of the population in 2011 The government 
awarded only one 3G licence in 2010 (to Vodafone) giving it a one year monopoly before the 
second 3G licence was awarded to AMC mobile, launching in early 2012. Given this poor start, 
mobile broadband penetration remains very low at about 1.1% of the population (see Chart 17(c)).



33

EBRD has financed two major projects in the electronic communications sector in Albania. The 
Bank’s first project, in 2003, involved the financing of the build-out of the network of the then 
second GSM operator, Vodafone. The second project involved the financing the Calik/Turk 
Telecom acquisition of a 76% shareholding in Albtelecom in 2007. The presence of a transparent, 
more predictable and best practice compliant regulatory regime enhances the attractiveness of the 
sector to private investors and the security of their investments.

Albania has been engaged in steady and comprehensive reform of the electronic communication 
sector regulation for a number of years, with the goal of harmonising its local framework with that 
of the European Union. EBRD has provided several technical assistance programmes, including 
assistance with the drafting of the 1998 Telecom Law; assistance with the establishment of the 
independent sector regulator (now AKEP); and assistance with the administration of a publication 
competition for the 2nd GSM license. More recently, EBRD has provided further support to assist 
with the revision of policy and law, update regulatory practices, build capacity amongst sector 
institutions and assist with implementation of individual components of the updated framework.

Regulation of the electronic communications markets and information society services has 
developed slowly in Albania, but gained speed over the past three years. New government policies 
and AKEP’s work plans set ambitious goals to complete implementation of the EU acquis in due 
course. The legal basis to achieve these goals remain pending approval in parliament, and it remains 
to be seen if government intervention will continue to delay, or at worst reverse the required 
liberalising reforms. Practical implementation has often been hampered by a lack of institutional 
stability as well as political intervention. AKEP needs additional resources to introduce further 
competitive safeguards and to enforce its decisions. Albania has the largest gap between broadband 
subscriptions and internet users: nearly 50% of the population are internet users, yet the total of 
fixed and mobile broadband subscriptions is less than 5% of population. Investors would likely be 
more attracted to meet this latent demand if effective market liberalisation was improved. In 
particular, in mobile markets, more UMTS/3G spectrum needs to be made available at market prices 
to ensure full competition for mobile broadband. Mobile Number portability is long overdue, 
together with technological neutrality and re-farming of the existing GSM frequencies.
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Chart 16 – Quality of telecommunications regulatory framework in Albania (2008)

Source:  EBRD Telecommunications Regulatory Assessment 2008

Note:  The diagram shows the combined quality of institutional framework, market access and operational environment 
when benchmarked against international standards issued by the WTO and the European Union.  The extremity of each 
axis represents an ideal score of 100 per cent, that is, full compliance with international standards.  The fuller the 
“web”, the closer the overall telecommunications regulatory framework of the country approximates these standards.

Chart 17 – Key indicators for Albania (2008)

17(a) Fixed Network Penetration
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17(b) Mobile Network Penetration
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17(c) Broadband Network Penetration

Source:  EBRD Telecommunications Regulatory Assessment 2008

Note: Key indicators for Albania provide the fixed network penetration defined as active subscriber lines as a 
percentage of population, mobile network penetration defined as active pre- and post-paid subscribers as a percentage 
of population and the broadband network penetration defined as the number of access subscribers with speeds of 
144k/bits or more as a percentage of population (broadband Network Penetration less than 1% is not shown on this 
chart). 

% of 

% of population




