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About the Report

This report was prepared at the request of SEED and the ETF under the Terms of Reference (ToR)
for the project, “Study of SME impact on economic growth in Albania”. The study was designed to
assess the impact and role of Small and Medium Enterprises on economic growth by introducing
for the first time a set of frame indicators estimated in accordance with the EU standards.

With this new report, SEED provides public institutions, business associations and independent
researchers with an assessment of SME development during the period 1997-2002 and their impact
on economic growth. It provides clear, comprehensive recent information concerning the
development of SMEs and their impact on economic growth according to a number of indicators.

Findings are based on a variety of indicators according to enterprise size and cover the period 1997-
2000 and 2002. Data has been provided by the Institute of Statistics and Centre for Research and
Development in Tirana.

The report comprises the following four chapters:

Chapter I: “Definitions and Methodology”, outlines and defines the indicators used and provides the
significance and methodology of data estimation.

Chapter II: “ Assesssment of SME development (1997 — 2000)”, provides detailed information
related to the development of SMEs between 1997 and 2000, including changes in private
ownership and the impact of privatization. The analysis makes use of statistical data, based on the
indicators outlined in Chapter I.

Chapter lIl: “Esimating recent SMEs developments by using BS results”, provides information
about trends in SME development in the manufacturing and construction industries, in addition to
major factors that constrained business activity during 2002. This analysis is made possible by the
use of quarterly business surveys.

Chapter IV lays out a number of policy recommendations and suggests future follow-up action.
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Key Findings

Significance of SMEs

The primary reasons for studying the impact of SMEs on economic growth are related to the
following factors:

* SMEs comprise some 99 % of enterprise stock
* SME turnover was approximately 71 % of total turnover
» SMEs provide the majority of employment in Albania

» SMEs are the most dynamic enterprises in Albania

Peculiarities of SMEs

Almost 91.1 % of enterprises employ fewer than four people.
Enterprise structure in Albania is therefore based on micro enterprises. This figure varies from 1.9
employees in small enterprises to 31.4 employees in medium-sized enterprises.

MSEs were found to be the most dynamic enterprises and have made the most significant
contribution to economic growth during the period from 1997 to 2000

This is shown by most of the indicators, including turnover, VA, employment, and number of
enterprises by size. MSEs were the most preferred structure of enterprises according to employee
numbers. The analysis of turnover by size showed that from 1997 to 2000 enterprise size was
positively correlated to growth for medium sized enterprises only (20 — 50 employees) and is
negatively related to Micro enterprises.

The growth pattern for SEs was found to be continuously diminishing during the study
period.

In 2000, SE growth was found to be negative by 1 %, which could have been a consequence of
changes in fiscal legislation introduced in 2000. In 2002, business survey results revealed that
production growth of SMEs in the manufacturing and construction industry is also likely to be
negative.

SME investments from 1997 to 2000 show certain fluctuations

Investment in SMEs in 1999 outperformed LSEs, but in 2000 the total investment decreased by
25%. In 2000, only SMEs showed an increase in investment level compared with that of 1999. It is
also important to mention the fact that the decrease in investment in two other enterprise classes is
significantly higher: 25 % in LSEs and 21 % in small size enterprises. In October 2002, the
majority of the SMESs in the manufacturing sector were likely to have invested in the replacement of
old equipment and in extending production capacity (this is mainly for SMESs). During this phase of
development, SMEs are less interested in investing in the introduction of new production
techniques, energy saving, pollution control etc.

Labour productivity is dependent on and relative to labour cost

Business surveys results confirm what statistical information for the period from 1997 to 2000 has
already shown - that MSEs play a significant role in increasing employment opportunities. Such
opportunities are limited for small enterprises.



The most profitable enterprises are Micro enterprises
This result was surprising, given the fact that size and profitability are normally positively
correlated.

Business constraints

SME owners most frequently identify factors related to the business environment as the
major factors that constrain their business activity

Shortages and/or interruption of electricity supply is the most important constraint on SME activity,
closely followed by unclear fiscal legislation. In October 2002, SME managers considered lack of
infrastructure as an important constraint on their business activity.

Lack of demand is also notable as a constraint on SMEs in Albania
In October 2002, lack of domestic demand was found to be an important constraint for SMEs,
which in October 2002 also influenced LSEs.

From the point of view of supply,competitive imports were the only constraint to SME business
activity found.

In the construction industry, the most pressing constrainsts to SME activity are factors such as the
unfair implementation of fiscal and procurement laws Difficulties in obtaining credit and issues
of insolvency were also found to be important.

Fear of insufficient profits was the most important factor limiting SME investment planning

for 2002

Since profit is the major source of investment for the SME sector, such results indicate that during
2002, SME profitability is likely to have been diminished.

10



Executive Summary

This report is the first attempt that has been made to provide a picture of SME performance and
their impact on economic growth in Albania. Previous studies (see Annex 1) have been mainly
related to the need to support SMEs and to establish a regulatory framework, and studies related to
the implication of informal activity in SME development.

In this study, the analysis of SME development during the last five years is based on a set of frame
indicators estimated in conformity with the internationally recognized system. Another important
peculiarity of this report is that it analyses SME development for the year 2002 by making use, for
the first time, of business survey data.

The report contains:

An analysis of SMEs based on two sets of frame indicators — quntitative and qualitative.
These are used to monitor SME performance and their impact on economic growth.
Quantitative or statistical indicators were developed to capture changes in SME structure
during the study period in addition to their impact on economic growth from 1997 to
2000 (statistical data for 2001 and 2002 were not availabile). Indicators were developed
for each size of enterprise and they have been analyzed according to the following:

Turnover - structure and yearly changes

Value Added - structure and yearly changes

Number of employees - structure and yearly changes
Number of enterprises - structure and yearly changes
Investments - structure and yearly changes

Labour productivity - structure and yearly changes
Share of labour cost to Value Added — yearly changes
Enterprise profitability — yearly changes

NGO~ WNE

The second group of indicators used to assess the SME business climate, trends, and factors
limting their activity were as follows:

9. Business confidence — as a composite index
10. Employment expectation — as a balance

11. Price expectation — as a balance

12. Export expectations — as a balance

13. Export order-books — as a balance

14. Capacity utilization — as a percentage

15. Fixed investment — as a direction

16. Production limits — as a frequency

Looking at the development of each indicator, the study makes known, where possible,
the most notable impacts of past government policies on the general development of
SMESs, such as the impact of fiscal regulations and privatization. Statistical indicators
have been presented for the total, while Annex 2 contains the same statistical indicators
according to the main branches of the economy: manufacturing, construction, trade,
communication, and other services. Since the statistical information provided by
INSTAT is not part of the National Accounting System (as it is not yet in place),
analysis of the impact of SMEs on economic growth must be seen in a narrow
perspective and for its overall impact on the Albanian economy. Nevertheless, where
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possible, the report contains general remarks on trends of SME development and
performance and their impact on the Albanian economy.

The use of various indicators makes it possible to see the changes in the size of each
enterprise by tracking the most important developments of SMEs during the study
period. The analysis, by indicator, shows:

Turnover indicator shows that between 1997 and 2000 more than half of the

turnover was the result of the activity of SEs and of that some two-thirds was
realised by micro-enterprises. MSEs, during the period from 1997-2000, became
an important size-class of enterprise, due to the fact that the turnover indicator
shows constant growth for MSEs. During this period, SEs lost their significance
and contributed less to economic growth.

VA indicator shows that the contribution by MSEs doubled during the 1997-2000
period, while the contribution share by SEs remained almost unchanged. SMEs
had a growth pattern higher than the average growth of TOTAL. The correlation
of Value Added to enterprise size is stronger for Albanian MSEs.

Number of employeesf MSEs has been growing steadily, particularly during the
period from 1999 to 2000. SEs and LSEs have contributed negatively to the
growth of TOTAL employment. In 2000, total employment was 143,985 persons,
of which SMEs employed 77,146 persons.

The number of enterprisetndicator shows that from 1997 to 2000, the growth
pattern continuously decreases for SEs and LSEs. At the same time, the numbers
MSEs increased during this period.

The Investment indicatorshows that LSEs contributed most investment from
1997 to 1998, as it appears that after the 1997 crisis only this enterprise class was
able to undertake investment programmes. During the following years, LSE
investment shows a steady decrease. MSE investment has been continual and the
share has increased over the years.

Labour productivity indicatorshows that MSEs have achieved a better economy
of scale. SEs, including micro enterprises, have also been able to adjust
production levels and costs.

In 2000,the share of labour cost in V.Ais respectively for SEs 21.1%, MSEs
19.2%, and LSEs 38.4%.

The enterprise profitability indicatorin 2000 shows that micro enterprises, in
comparison with other sizes of enterprise, were the most profitable. This is a
surprising result, since the size has to be negatively correlated to profitability.
SMEs are close to average profitability of SMEs. In 1999, LSEs outstripped the
profitability of SMEs, but in 2000 they were still lagging behind the profitability
level of SMEs.

During 2002, theonfidence indicatorfor SEs in the manufacturing sector was
negative. In May 2002, this decreased by one point, meaning that managers had
become more pessimistic than at the beginning of the year. In October 2002, the
confidence indicator showed that managers of SEs were less worried than in May
2002 (by seven points). The confidence indicator for MSEs indicates that the

12
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business climate for this size of enterprise has deteriorated. In October 2002, the
level of optimism among managers of MSEs rose (indicated with a rise in
confidence of 4 %).

The Export Order books and export expectatiomsdicator has a special
importance when no statistical data are available for exports. This indicator
reveals the export trend. Managers of SMEs showed pessimism concerning
exports during the year 2002, although the situation looked better in October of
that year. MSEs and LSEs expect an increase in exports during 2003.

Employment expectatiohas a positive correlation to production. The assessment
of MSEs and LSEs reveal that employment in these enterprise classes is expected
to increase during 2003, while in SEs is is expected to decrease.

Theproduction limitsindicator reveal changes in the business environment over
time.

Lack of electricity supply is the main business limitation (January and
October 2002). The difficulty is the same for all class of enterprises.

Lack of clarity in fiscal legislation ranked second in the list of constraints in
January 2002, but in October was found to have moved to fifth place. MSEs
suffered fewer limits than other classes in January 2002, but more in October
of that year.

Lack of domestic demand was found to be an important limitation for both
SMEs and MSEs in January 2002. In October, this limitation ranked fourth,
but was less important for MSEs.

Lack of infrastructure ranked third as a constraint in January 2000, but in
October had moved to second place. MSEs consider this limitation more
important than the other classes of enterprise do.

Insolvency is considered to be an important limitation for SMEs in October
2002.

The construction confidence indicatovas assessed according to two factors: (1)
order books and (2) employment expectations. September 2002 was a positive
turning point for this indicator by the influence of LSEs.

The following are recommendations for improving the Albanian statistical system and
providing support for the development of business surveys as a tool for generating
complementary information about the development of SMEs during periods when
statistical information is not available. In the frame of this project we concluded that:

1.

INSTAT should expedite the implementation of the National Accounting System
based on internationally recognized practices.

INSTAT should take immediate action to revise data according to the definition of
Law no0.8957 “For Small and medium enterprises”, dating from 17.10.2002.

Business statistical survey data should be made available every three months.

Conducting of periodical qualitative business surveys in the frame of the joint
harmonized EU program on business surveys should be continued.

13



5. An annual survey specifically for SMEs should be designed. This will detect issues
related to entrepreneurship and management, administrative burdens and taxation
and other issues, which are particular to the SME business environment and are

absent from this report.

14



Chapter |
DEFINITIONS AND METHODOLOGY

1. Definitions of indicators

This study is based on the indicators listed in the ToR, in addition to a number of other indicators,
which examine recent enterprise development and their performance by size. Such indicators have
also been used by the European Commission to assess SMEs in Europe, including a first glance at
EU candidate countriés Frame indicators are divided into two groups - quantitative and
gualitative. The first group is known as statistical indicators and the latter are tendency indicators,
estimation of which is based on data collected by special qualitative business surveys.

Information in this report is based on data provided by INSTAT and CRD Tirana. Data related to
export development supplied by the General Directorate of Customs has not been included, as we
have been unable to group the data by enterprise size or/and activities. Consequently, SME
contribution to exports is provided for 2002 only, in the frame business survey data provided by
CRD Tirana. Moreover, we have not found complete information regarding the number of private
companies because the current stock of enterprises includes both private and public enterprises.
However, in order to assess the scale of privatisation from 1997 to 2000, the report provides
information regarding the number of people employed in private and public enterprise, which is
also a good indication of the extension of private activities in various sectors of the Albanian
economy.

1.1. Statistical Indicators

Usually, a Central Statistical Office provides data, generated by a National Account System, for
estimating SME impact on economic growth. In Albania, however, the National Account System is
not yet in place. Preparation of this report is therefore based on statistical data published in the
frame of “General Results of the Annual Structural Survey of Economic Enterprises, Year 1997-
2000". Results for the 2001 were not available at the time of writing. According to statistical data,
the information offered by these surveys tries to satisfy demands for complete statistical
information in a trade market economy. This system is supported by the declarations of erfterprises

A number of statistical indicators are available for assessing SME business development. This
report makes use of the following:

1. Turnover includes the amounts invoiced by enterprises during the study period and
corresponds to the market sales of benefits and services offered by third parties. This
indicator shows overall enterprise activity. In the report, turnover is shown according to
the size-classes and all enterprises. Size-class turnover represents the sum of turnovers of
the enterprises in that size-class. TOTAL represents all enterprises and is the sum of the
turnover of all size classes.

2. Investmentsrepresents the value of long-term goods purchased or produced by an enterprise
for use in the production process within a period of not less than one year, including the
land. This is an indicator of business stability and future prosperity, as investments are

! See, Observatory of European SMEs 2002, No.2.
% The Albania Statistical Yearbook: 1991-1999, INSTAT, 2002, p.244.
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made if managers feel that the business will be expanded. The size — class indicator is the
sum of investments of all enterprises in the size-class. TOTAL represents all enterprises
and is the sum of all size-class investments.

3. Value Addedis the contribution of a producer to GNP and is defined as the difference
between sales of goods and purchases of goods from other producers. This indicator is
similar to turnover, but differs in its exclusion of indirect taxation and the price of
materials used. VA is important in evaluating business performance or enterprise
productivity. The size —class indicator is the sum of VA of the enterprises in that size-
class. TOTAL represents all enterprises and is the sum of the VA of all size-classes.

4. Enterprise profitability is defined here in terms of the difference between VA and labour
costs, adjusted for the wage of the self-employed, as a percentage of VA. The
Observatory of European SMEs 2002, No.2 recommends that this adjustment be made as
the self-employed provide essential labour input in their enterprise, but are not on the
wage bill. Excluding this group would therefore hamper a useful comparison of SMEs
(especially micro enterprises) with LSEs. By the definition given to profitability, this
differs from profit as a value, but the two have the same role when viewed in relation to
enterprises. The indicator is calculated for each size —class. TOTAdL tise sum of all
size-classes indicators, but is calculated separately.

5. Labour productivityis measured as Value Added per employed person. This is a calculated
indicator for each size-class and TOTAL as a ratio of VA to number of employed
persons. This is an indication of employee efficiency. The higher the value, the greater
the productivity of employees. As a calculated indicator, this has to be computed for each
size-class and for TOTAL. TOTAL inotthe sum of all size-classes indicators.

While processing the statistical data a number of problems relating mainly to data consistency were
discovered Most frequently previous data were not revised in forthcoming reports. Secondly, in
some cases, information provided for individual sectors is not in conformity with the NACE
classification of economic activities. Furthermore, some publicatdmsot contain proper and/or
adequate definitions of terminology used. However, despite these problems, the report contains
significant amount information provided in the form of direct and estimated indicators, which have
been derived from statistical data. The results presented here are generally consistent when
examined from one year to another and there are few discrepancies among the various indicators.

1.2.Business survey indicators

Qualitative indicators are generated by means of a standard business survey. These are qualitative
economic surveys used for: (1) complementing statistical information at a time when statistical data
is not available (for instance, at present and during the last three months of development); (2) short-
term economic forecasting analysis (3 to 6 months); (3) identification of major constraints and the
impact of various policies on businesses; and (4) cyclical business analysis. While conventional
econometric models perform reasonably well when the economic growth trend is stable, their
performance is not so good for signalling changes in economic direction. There is increasing
interest in the use of economic surveys for predicting turning points in the economic cycle.

Business surveys are a method of gathering information from a number of units or individuals that
form a sample, in order to draw meaningful conclusions about the groups from which samples have

% We have found similar problems in the last INSTAT publication, “The Albanian Statistical Yearbook: 1991-1999”
Tirana 2002. See for instance Figures on pages 233 and 235 and Tables on pages 236-237.
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been drawn. It differs from statistical surveys in one important aspect, namely the nature of the
information gathered. More precisely, business (and consumer) surveys are designed to deal with
judgments, estimates and expectations of economic agents — that is managers of firms or
consumers. Surveyors (original participants) also provide information not only about their
intentions but also about their perception of factors affecting these. Government agencies, research
organizations, international bodies, universities and the general public make use of the results.

Each survey consists of a series of multiple-choice questions, usually with no more than five
answers and in most cases three. Questions are either put through a written questionnaire or orally.
Subsequently, ‘balances’ are calculated, meaning the differences between the percentages of
positive and negative answers. Several questions are then combined to form an indicator for both
the industrial and construction sectors as featured in this report.

The results are very important and can be used either by themselves as indicators of business and
consumer sentiment and short-term economic development, or in forecasting, in conjunction with
guantitative statistics. Today, business and consumer surveys following the EU harmonized scheme
are carried out in more than 40 countries worldwide, including the EU applicant countries in CEE.
Integration of these surveys into the EU program will take place in line with their integration into
the Union.

In this study we make use of the following business survey indicators:

1. The indicator of confidence in the manufacturing industrig defined as the arithmetic
mean of the answers to questions on: (1) production expectations, (2) assessment of order
books, and (3) assessment of stocks of finished products. This indicator should combine
the judgements and attitudes of principal actors, or producers, in the economic process.

2. The indicator of export order bookis defined as the arithmetic mean of the answers given
to questions in this area.

3. The indicator of export expectations defined as the arithmetic mean of the answers given
to questions in this area.

4. The indicator of limits to industrial productionis defined as the arithmetic mean of the
answers to questions related to 16 factors limiting the activity of enterprises in the
business environment.

5. The indicator of confidence in the construction industry defined as the arithmetic mean
of the answers to questions on: (1) order book assessments and (2) employment
expectations

6. The indicator of limits to construction production idefined as the arithmetic mean of the
answers to questions related to 18 factors limiting the activity of enterprises in the
business environment.

7. The investment indicatoiis defined as the arithmetic mean of the answers to questions
related to four investment goals and seven factors that limit enterprises investment.

Availability of business surveys in Albania is limited for the following reasons:

1. Overall business confidence indicators could not be estimated for the non-agricultural sector
of the Albanian economy because business surveys are only conducted for the
manufacturing and construction sectors. The results for trade and other services would only
be available for 2003 if the appropriate financial resources are made available.

2. Information related to the manufacturing sector could not be further disaggregated for
activities within the sector, for instance, food processing, manufacture of leather and shoes,
textiles, wood processing, etc, because the sample size is relatively small and does not allow
presentation of results by activities.
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3. Business survey data has only been available since September 2001, and consequently does
not offer valuable information regarding the cyclical and seasonal nature of SMEs by size
and activity in Albania. The continuation of business surveys and in particular monthly
surveys of non-agricultural sectors will allow an extension of information related to the
impact of SMEs on economic growth in Albania.

It is also important to mention that the Bank of Albania is currently making efforts to build a market
research data generation programme.

2. Size identification of enterprises

Grouping of enterprises by size is a key element in the study of the effects of SMEs on the
economy. However, there is no unique and scientifically based definition of what constitutes an
SME, since no clear analytical concept exists. For instance, both turnover and number of employees
of one enterprise are used as size criteria. In this report, as in other European similar studies, the
number of employees is used as the sole criterion for the classification of enterprises by ‘size-class’.

The appropriate size-class classification of enterprises depends on the particular goal of the
analysis. Hence, there is no unique ‘size-class’ classification. INSTAT, for instance, uses the
following classification:

- Size-class I: 1 to 4 employees

- Size-class II: 5 to 9 employees

- Size-class lll: 10 to 19 employees
- Size-class IV: 20 to 49 employees
- Size-class V: over 50 employees

The EU member states and most of the countries in transition use the following classification:

Micro enterprises: 1 - 9 employees

Small enterprises: 10 — 49 employees
Medium-size enterprises: 50 — 249 employees
Large-size enterprises: over 250 employees.

Law No. 8957, “For small and medium enterprises” (17.10.2002), uses the following classification:

- Micro enterprises: up to 5 employees;
- Small enterprises: 6-20 employees;
- Medium-size enterprises: 21-80 employees.

For the purposes of our study, the following classification applies:

- Small enterprises: 1 - 19 employees

- Micro enterprises: 1 - 4 employees (as a sub-class of small enterprises)

- Medium size enterprises: 20 - 49 employees

- Large size enterprises: over 50 employees

- SMEs: up to 80 employees (used in business surveys)

- TOTAL: this represents the respective value of indicator for the total number of enterprises
(not always is the sum of the indicators for three size classes).
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Given the significance of micro enterprises in the Albanian economy (see Table 1), the report
provides additional information for micro enterprises with 1-4 employees.

The classification given above is based on the following:

The Albanian economyis very small compared with that of the average European
country and consequently, for the purposes of the report, those enterprises involving
more than 50 employees are seen as large, while others are considered small and
medium sized. Taking into consideration the significance of small enterprises, the report
provides information for micro enterprises wherever possible.

. The classiciation takes into consideration the needufmre harmonization with EU

standards and the necessity of ensuring comparability over time and across borders
The chosen classification structure allows easy transformation of data about SME
development in Albania in accordance with EU standards.

The overall project cost andrelatively shorttimeframe for completion of the project
(two months) influenced to a certain degree the non-extension of the ‘size class’.

. The need foharmonizing statistical data witlthat provided byousiness surveywas

also a factor. The extension of size-classes for business survey data will only be possible
if the sample size is increased in the future.

The law “For Small and Medium enterprisestame into force at the end of November
last, so it was not possible to collect data according to the legal definition of size-classes.
To harmonize the report with the legal definition of SMESs, the business survey
indicators were only assessed for the group of enterprises involving up to 80 employees.
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Chapter 2
ASSESSMENT OFSME DEVELOPMENT (1997-2000)

1. An overview of SME significance

Table 1 summarises the significance of SMEs for the Albanian economy in terms of providing
employment for the non-agricultural, private set@rd contribution to income formation. In 2000,
SMEs comprised some 99 percent of enterprise stock in Albania. Over 35,100 small and medium
size enterprises were providing jobs for more than 77,200 people in Albania. Almost 91.1 % of
enterprises were employing fewer than four people and for this reason are classified as micro
enterprises. On average, enterprises in Albania employ approximately four. pgapléigures

varies from 1.9 in small enterprises to 31.4 employees in medium-sized enterprises. Turnover varies
hugely between small and medium-size enterprises. On average, small enterprises register a
turnover of approximately 4.6 million Albanian lek, in comparison with the 108 million lek
declared by medium-sized companies. Employees of medium-sized enterprises are found to be
more productive (measured by Value Added per employee). On average, an employee in medium
sized enterprises has provided not less than 8,000 leks, or 2, 70 teksthan the average.

Table 1: economic significance of SMEs, 2000

Indicators SMEs
Micro Smal”  Medium TOTAL™
Number of enterprises (1 000) 32,7 34,8 0,3 35,5
Employment (2 000) 49,1 66,4 10,8 144
Occupied persons per enterprise 15 1,9 31,4 4,0
Turnover per enterprise million lek 3,2 4,6 108,0 7,9
Value Added per employee million lek 0,46 0,48 0,80 0,53

Source: INSTAT
“The class of small enterprises includes micro enterprises
" Total also includes large enterprises

Figures 1 and 2 indicate relative changes in the structure of enterprises during the period 1997-2000
and the impact of size on enterprise growth and profitability, measured as the difference between

Value Added and labour costs, adjusted for the wage of the self-employed, as a percentage of Value
Added.

Figure 1 shows that from 1997 to 2000 the overall structure of SMEs (estimated as turnover in
percentage by enterprise size) changed in favour of MSEs. The structure of SME turnover has
increased from 7.8 % in 1997 to 13.3 % in 2000. At the same time, the structure of SEs has
diminished to 37.5 %, from 43.7 % in 1999.

Figure 2 indicates that the changes in SEs are due to the drop in significance of micro enterprises.
This figure also shows that in term of profitability, MSEs are the most dynamic type of enterprise.
In 1998, their profitability grew 15 % more than the average profitability of all enterprises,
followed in 1999 by 11% growth. In 2000, MSEs were the most profitable enterprises, managing to
have a flat profitability, whereas other size-class enterprises (including LSES) grew negatively.

* In 1999, the non-agricultural private sector employed 102,675 people, comprising some 10 percent of total
employment in Albania [INSTAT 2002, Table 4, p.98].

® Current exchange rate is 1 $ = 130 leke
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Business survey data for the manufacturing sector shows that in 2002 SMEs were still performing
far better than SEs, but were lagging behind LSEs (see Figure 3). In January 2002, the majority of
SE managers thought that their productivity had decreased in comparison with three months before.
The balanc®of answers in percentages is a negative 62 points. In May 2002, the answer that came
from large enterprises contributed most to the increasing percentage of the total answer by 30
points. LSEs were still performing far better in October 2002, demonstrated by the difference
between the positive and negative percentage of answers for LSEs, which was positive by 50
points. For SMEs this difference is positive by 41 points, while for SEs it remains almost
unchanged.

Figure 3 .
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2. Comparison with European SMEs

Within the EU, the 20 million enterprises are the driving force behind economic prosperity,
providing employment for in excess of 120 million people. The majority of these enterprises are
SMEs. The figures presented in following table exclude agriculture, hunting and fishing.

Analysis at macro level is shown in Table 2. For the differences between the size-classes used in
this report and those in the EU, this table represents a comparison of the total number of enterprises,
including LSEs, only for the indicators that can be assessed based on the statistical data available.

® The balance shows the difference between positive and negative percentages of answers.
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Table 2: Main indicators for total number of enterprises in Europe-19 and Albania, 2000

Indicators EU-19 Albania
Number of enterprises (000) 20,455 35.5
Employment (000) 121,750 144
Occupied persons per enterprise 6 4
Turnover per enterprise Million Euro 1.1 0.06
Value Added per employee Thousand Euro 80 3.8
Share of labour cost in Value Added % 56 33.1

Source: INSTAT and European Commission, 2002

Structure by country groupings is shown in Table 3. The largest share in total employment assesses
the size-class dominance.

Table 3: Structure of total Candidate Countries, Albania and Europe-19, 1999

Enterprises  Total employment Average Size-class
(1 000) (1 .000) enterprise size dominance
EU 19,930 n.a. 6 Micro
Non-EU 525 n.a. 7 SME
Europe-19 20,100 120,000 6 Micro
Total Candidate Countries 5,805 29,290 5 Micro
Albania 35.7 148 4.15 Micro

Source: INSTAT and European Commission, 2002

Table 4 shows that within the Candidate Countries, large differences between average enterprise
sizes exist. The analysis of developments between 1995 and 1999 suggests that the average size o
enterprises in these countries tend to converge towards Europe-19. Some of the countries that had a
low average enterprise size experienced an increase in average enterprise size. This is consistent
with the fact that the structure of these economies is far more in conformity with that of the EU.

Table 4: Average enterprise size, Candidate Countries,
Albania, and Europe-19, 1998-2000

Change
1999 1995-1999

Albania* 4.15 -0.76**
Bulgaria 8 -0
Cyprus 4 -0
Czech Republic 5 -2
Estonia 9 -2
Hungary 4 -5
Latvia 15 -2
Lithuania 11 -1
Malta 4 0
Poland 5 -0
Romania 6 2
Slovak Republic 8 -0
Slovenia 6 -0
Turkey 4 0
Total Candidate Counties 5 -1
Europe-19 6 -0

* Albania is not included in Candidate Countries
** Change 1997-2000
Source: INSTAT and European Commission, 2002
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3. The impact of privatisation

In order to analyze the development of private enterprises between 1997 and 2000 and the impact of
privatization on changing the structure of private enterprise contribution to VA, it is important to
gather information on changes in the number of enterprises by size, ownership and activities. For
the purposes of this report, an investigation of most INSTAT and other institutions’ publications
was carried out, but no such reliable information was found. However, INSTAT publications do
contain some information regarding employment changes in private and public enterprises by
sectof. Given that employment is one of the main factors of productivity (assuming no
technological changes during the study from 1997 to 2000), we might consider that indicator as a
good indication of changes in private ownership, and also for assessing the impact of privatization
on such changes. Figure 4 summarises changes in employment by enterprise ownership in non-
agricultural activities.

Fig 4 Employment in private and public enterprises
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Figure 4 shows that during 1997, employment in public enterprises was 38 % of total employment
in the non-agricultural secfbrin 1998, this increased by 6 %, mainly due to a significant increase

in public activity in transport (involving some 13,000 employees) and services. The share of
employment in public enterprises to industry also increased from 57 % to 60 %. Such changes can
be explained by the deterioration in 1997 of the business climate in Albania, which forced a shift in
employment from private to public enterprises.

In 1999, the employment structure changed quite significantly. The share of private employment in

industry rose from 40 to 51 percent, while in construction it increased by 12 % . The share of

private employment in services rose from 74 % in 1998 to 84 % in 1999. Such changes could be
explained by the acceleration of the government’s privatization programme, which came to a halt

during 1997 and 1998. In 2000, there was no marked changed in the structure of enterprise by
ownership. In fact, overall employment in non-agricultural sectors in 2000 compared to that in 1999

decreased by 3 %.

" Separation of such information according to enterprise size was not possible.
8 The number of those in total employment in both private and public enterprises was 134,110 [INSTAT, 2000(a),
Tables on employment pp. 2 and 6].
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4. Size-class impact on macro-economic development

The analysis of the impact of SMEs on economic growth is tied to a so-called evaluation of non-
agricultural private enterprise sectors in terms of structure, growth, and performance. This section,
using the following indicators, will assess yearly changes in structure and growth by size of
enterprise:

(a) Turnover

(b) Value Added.

(c) Number of employees
(d) Number of enterprises

4.1.Turnover
Figure 5 shows changes in the structure of turnover by size from 1997 to 2000. It can be seen that

between 1997 and 2000 more than half of the turnover is the result of the activity of SEs and, from
that, some two-thirds was realised by micro enterprises (see Figure 3).

Figure 5 Turnover
By Size of Enterprises in % of Total
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Looking ar Figure 5 it can be seen that the weight of MSEs increased from 8 % in 1997 to 10 % in
1999 and from that to 13 % in 2000. Figure 2 also shows that LSEs have diminished from 33 % in
1997 to 29 % in 2000. Overall, during the 1997-2000 period, the structure of SEs has remained
constant. However, within this group the size of micro enterprises shrunk from 40 % in 1997 to
37% in 2000 (see Figure 6).

Bioli=ls Turnover for Micro Size in % of Total
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Figure 7 shows that between 1997 and 2000 the turnover growth pattern was different for the three
size-classes. MSEs outperformed SEs and LSEs and appear to be the most dynamic firms in the
Albanian economy.

From 1997 to 2000, the yearly turnover changes for the medium-sized companies was 34, 64 and 49
% respectively. Such figures indicate that growth for these companies has a significant impact on
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the level of total turnover growth. Small companies performed better in 1998 and 1999, but their

growth was below average in comparison with the total growth of companies in 2000. Figure 7

shows that the growth pattern for large enterprises changed during the 1997-2000 period. After a
sharp increase in 1998 to 60 % they declined by 10 % in 1999, but performed reasonably well in
2000 with growth of approximately 20 %.

Figure 7 Turnover
By Size of Enterprises Yearly Change
(1997-2000)
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Figure 8 shows that the decline of small firms is the result of development within micro enterprises
(1 - 4 employers). The negative growth for micro enterprises could be explained by changes in the
business environment for these enterprises after 2000. The increase of taxes on small business anc
other administrative barriers could have been contributing factors to the growth pattern for small
enterprises.

Figure 8 Turnover for Micro Size Yearly Change
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The analysis of turnover by size shows that from 1997 to 2000 the enterprise size-indicator is
positively correlated with growth for medium-sized enterprises only (20 — 50 employees), and is
negatively related to micro enterprises. In conclusion it can be said that from 1997 to 2000,
medium- sized enterprises become an important group and the most preferred enterprise structure
for managers in Albania.

Conclusion From 1997 to 2000 MSEs became an important group, presenting co|nstant
growth according to the turnover indicator. During the same period, SEs reduaed thei
activity, becoming less important for economic growth. The influence of SEs and |LSEs
contributes negatively to the TOTAL turnover indicator.
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4.2.Value Added

The price of products (or services) sold represents the cost of the raw materials or services
purchased , plus the value that is added. The VA represents the overhead costs together with the
profit. The sell price, or turnover, of the product (or service) represents its value to the customers.
The VA represents the amount by which the business contributed to the creation of the country’s
wealth.

Figure 9 Value Added
By Size of Enterprises in % of Total
(1997 - 2000)
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When measuring the difference between enterprise performances by size, VA is a more reliable
indicator than turnover, because in the VA, the influence of indirect taxes and prices of materials
are excluded. In terms of contributing to VA, LSEs have lost their significance. Their contribution
to VA decreased to 47 % in 2000, compared with 52 % in 1997 (see Figure 9).

Figure 10 Value Added
By Size of Enterprises Yearly Change
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The contribution by MSEs to VA doubled during the 1997-2000 period, while the contribution
share for SEs remained almost unchanged.

Regarding yearly VA growth, results show that in 2000, SEs, especially micro-enterprises,
experienced negative growth (see Figures 10 and 11).

Figure 10 shows that the growth-pattern for MSEs in each of the three years was higher than the
average growth for all enterprises. In 2000, they grew by approximately 17 %, or 11 % more than
the average Value Added growth for all sectors.

IO Value Added for Micro Size Yearly Change
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The difference in VA contribution by size of enterprise has been also distinguished in other
European countries. According to the report, “Observatory of European SMEs” 2002/ No.2”, VA

contribution has a positive correlation with enterprise size. Figures 9, 10, and 11 show that in
Albania this correlation is stronger for MSESs.

Conclusiont The contribution of MSEs doubled during the period 1997-2000, whilg the
contribution share for SEs remained almost unchanged. MSEs had a growth pattern highe
than the average growth pattern for all enterprises (presented in the graph by TOTAL). The
correlation of VA to enterprise size is stronger for MSEs, showing that the behavior of this
size-class fits the European SME pattern.

4.3.Number of employees

Follwing the analysis of turnover and Value Added, the number of employees and enterprises by
size should be examined in relation to the increasing significance of MSEs.

Figure 12 Number of Employees
By Size of Enterprises in % of Total
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Figure 12 provides information concerning changes in the number of employees according to size
enterprise size as a percentage of the total. Data indicates that in 2000, the overall employment
structure of SMEs increased from 47 % in 1997 to 53 %. At the same time, employment share for

LSEs diminished to 46 % in 2000, from 53 % in 1997. Such results show that during the study

period, employees were moving from LSEs to SEs and MSEs.

Figure 13 indicates employee growth pattern by size of enterprise. It indicates that during the 1997 -
2000 period, and especially in 1999 and 2000, the number of people employed in MSEs grew
steadily. In 2000 for instance, employment in MSEs almost offset the effects of negative growth in

employment in SEs, and especially LSEs.

Figure 13 Number of Employees
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The indicator for micro enterprises is almost the same as the indicator for the SEs.

Conclusions: The number of employed has been growing steadily in MSEs, partycularl
during 1999 and 2000. SEs and LSEs had experienced a negative effect in employmen
growth in comparison with the TOTAL number of enterprises.

4.4.Number of enterprises

Figure 14 provides information about the number of enterprises by size as a percentage of the total.
SEs comprise some 98 % of enterprise stock in Albania, out of which approximately 92 % are
micro-enterprises (see Figure 15). The share of MSEs and the LSEs are almost equal. However,
with reference to yearly growth figures for the 1997- 2000 period (Figure 16), some interesting
developments can still be distinguished.

Figure 14 Number of Enterprises
By Size in % of Total
(1997 - 2000)
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During that period, the enterprise growth pattern for SEs and LSEe decreased continuously,
becoming negative for the year 2000. During that year, LSEs decreased by 11 % and small
enterprises by 1 %. For the same period, only the number of MSEs saw an increase, by 10 % in
1999 and 21 % in 2000.
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In conclusion, it can be said that between 1997 and 2000, all of the analysed indicators, such as
turnover, value added, employment and number of enterprises by size, show that MSEs are the most
dynamic enterprises, which have contributed most to growth. Consequently, they are the most
preferred structure of enterprise, which can be seen in the numbers they employ.

28



Figure 16 Number of Enterprises
By Size of Enterprises Yearly Change
(1997-2000)
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Annex 2 provides information concerning the same indicators divided by sector —industry,
construction, trade, and other services.

Conclusions The number of SEs and LSEs continually decreased between 1997 and 2000.
For the same period, the number of MSEs increased, accounting for most of the growth,
proving that this is the most dynamic and preferred enterprise structure.
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4.5Investment growth

Investment by size is an important indicator, indicating perspectives for future growth for various
enterprise classes. Between 1997 and 2000, it can be said that the 1997 was the lowest point for
enterprise economic activity in Albania and consequently it can be expected that investment
increased in 1998.

Figure 17 Investment
By Size of Enterprises in % of Total
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Figure 17 shows the structure of investment by size. The majority of investments were made by
LSEs, but their total share, after a large increase in 1998, shows a steady decrease to 55 % in 1999
and 50 % in 2000. These developments can be explained by the fact that, after the events of 1997,
LSEs were more able to undertake investment programmes. The SME investment level, after a
decrease in 1998, almost reached that of LSEs.

Annual investment growth by size of enterprise also shows a different pattern. Figure 18 indicates
that in 1998, investment by MSEs, particularly the larger ones, grew more than that of SEs.

Figure 18 Investment
By Size of Enterprises Yearly Change
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In 1999, investment in the SME sector outperformed that of LSEs. In 2000, total investment

decreased by 25%. In that year only MSEs increased their investment level in comparison with that
of 1999. It is also important to mention the fact that the decrease in investment in the two other
classes was significantly higher, at 25 % for LSEs and 21 % for SEs.

Conclusions:LSEs made the majority of investments during 1997 and 1998, becausg afte

the events of 1997 this size class was able to undertake investment programmes) During
the following years, investment by LSEs shows a steady decrease. Only MSEs have
presistently undertaken investment programs and increased their share.
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4.6. Labour productivity

Labour productivity is measured as VA per employed person and it is expected that eventually VA
per employed person would have a positive correlation with enterprisSe Aizeeen in Table 5,

labour productivity varies between various enterprise classes and from year to year. As expected, in
1997, labour productivity was at its lowest point and displays relatively small variations, from 0.29
million lek in micro-enterprises to 0.32 million lek in MSEs.

Table 5: Labour productivity by enterprise size, 1997-2002

(million leks)

1997 1998 1999 2000
Small 0,31 0,39 0,47 0,48
Micro 0,29 0,39 0,48 0,46
Medium 0,32 0,60 0,92 0,80
Large 0,30 0,29 0,47 0,54
Total 0,31 0,35 0,49 0,53

Source: INSTAT

Table 5 shows that labour productivity is not related to enterprise size. MSEs are still the top
performers and have managed to create the perfect enterprise structure in terms of having achieved
production levels at the maximum efficient scale. In 1998 and 1999, (#ttsh usually could

adjust their production and employment levels much better than other groups), is found to work
with the minimum efficient scale. In 2000, the difference in labour productivity between SEs and
Micro enterprises indicates that with a higher number of employees, Bhitegorises are far better

able to adjust their production levels and costs.

e Value added per Occupied Persons

By Size of Enterprises Yearly Change
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Figure 19 shows yearly changes in VA per employed individual. In 1998, labour productivity in
MSEs grew 87 %, which is well above the productivity levels achieved by other classes of
enterprise. In the same year, labour productivity in LSEs experienced negative growth of 4 %. In
1999, SMEs also increased labour productivity, although large enterprises performed far better in
terms of labour productivity, which increased by 61 %.

® According to the Observatory of European SMEs 2002, in 2000 there were a strong correlation at European level
between enterprise size and labour productivity.
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Micro-enterprises only affected labour productivity of SEs in 2000, when labour productivity in
micro-enterprises experienced negative growth of 4 % (see Figure 20).

FETOHE Value added per Occupied Persons

Micro Size Yearly Change (1997-2000)
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To a large extent, variation in labour productivity could be explained by two factors —changes of

labour cost share in VA and changes in technology. Figure 21 shows the dynamics of share of
labour cost in Value Added during the 1997-2000 period. Comparing the results in Figures 19 and
21 it can be said that changes in labour productivity could be attributed more by changes in the
share of labour cost in Value Added and less to changes in technology. Figure 21, for instance
shows that in 2000, all classes of enterprises had increasing labour costs, which is followed by a
significant reduction in labour productivity (see Figure 19).

Figure 21 o
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In conclusion, it can be said that, in terms of labour productivity, SMEs in Albania are dependent
on labour cost, which is used effectively in middle size companies. Since the variation in labour
productivity is explained to a large extent by labour cost, it can be concluded that firms are not yet
investing in new technology to increase labour productivity.

Conclusions: MSEs have achieved maximum efficient scale. SEs, including mkcro-
enterprises, are better able to adjust production levels and costs. An analysis of| labou
productivity shows that the share of labour cost in Value Added is higher than theflgvel o
technology share. During the year 2000 every class of enterprise saw an increase in labou
cost. This affected labour productivity. the reduction in which was as a result of thé lack o
investment in new technology.
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4.7.Profitability

As in the Observatory of European SMEs Report 2002, profitability is defined here as operating
surplus, adjusted for the imputed wage of the self-employed, as a percentage of Value Added.
Operating surplus is calculated as the difference between VA and labour costs. In this Report It is
suggested to make the adjustment for the imputed wage costs of self employed amounts to average
wage by size-class times the estimated number of self employed. This adjustment is required as the
self-employed provide an essential labour input in their enterprises, but are not on the average bill.
Their exclusion would therefore hamper a useful comparison of SMEs (especially micro-
enterprises) with LSEs.

It can be expected that labour productivity and profitability have a strong correlation and
consequently it is expected for medium-sized enterprise to be the most profitable size class. Instead,
Figure 22 shows that in 2000 the most profitable were micro-enterprises (1-4 people), which is
surprising given that size and profitability are negatively correlated.

Figure 22
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Figure 22 shows that SMEs, in terms of Value Added, are approximately 20 % more profitable than
the larger enterprises. Medium size enterprises are also close to the average profitability of SMEs
by 80 %.

Figure 23 shows that in 1998, SME profitability grew respectively by 8 % for small enterprises, 7
% for micro and 15 percent for medium-size enterprises. In 1999, the profitability of large
enterprises exceeded that of SMEs, but in 2000 they were still lagging behind the profitability level
of medium- size enterprises, which had a flat growth for that year, while all other enterprises
experienced negative growth of 2 %.

Figure 23

Profitability
By size of Enterprises Yearly Changes (1997-2000)
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Conclusions The analysis shows that micro-enterprises were the most profitable in 2000.
This result is surprising, given that size is negatively correlated to profitability. MSEs|were
close to the average profitability of SMEs. In 1999, large enterprises exceeded the
profitability of SMEs, but in 2000 were still lagging behind MSEs.
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Chapter 3
ESTIMATING RECENT SMESDEVELOPMENTS
BY USING BS RESULTS

1. Introduction to business surveys

Qualitative Business Surveys are conducted to increase the level of information on the perception
among business people of their environment and to disseminate the resulting information to policy
makers and other interested parties. The most important characteristics of such surveys are the
speed at which they can be carried out and their relative low cost. Business Surveys can therefore
provide:
(1) Complementary statistical information at a time when no statistical data is available (for
instance, a presentation of the last three months development).
(2) A Short-term economic forecasting analysis (in combination with statistical data).
(3) Identification of major constraints and the impact of various policies on businesses.
(4) A cyclical business analysis. Survey data is available for 2002, which is used in the
following sections of this report to estimate SME development in the manufacturing and
construction sectors.

The results of business surveys are presented in such a way as to clearly show opinions concerning
the actual or expected changes or judgements concerning the level of a number of variables. In this
way the surveys capture the direction of change for a specific activity.

2. Recent SME development in the manufacturing sector
2.1.The industrial confidence indicator

The confidence indicator is a type of composite indicator, used to facilitate the interpretation of
Business Survey results as they summarize the answers for different variables in a single number
and in a simple time series. This indicator is defined as the arithmetic mean of the answers to the
guestions on production expectations, assessment of order books, and assessment of stocks of
finished products (the latter with inverted sign). The following assumptions must be clarified
beforehand:

» The combination of these three variables summarises the industrial climate accurately.

» The industrial climate is positively related to increasing balances for production outlook and
order books and to decreasing balances for stocks.

= All three variables have exactly the same significance in the formulation of the industrial
climate.

Figure 24 shows a continuing increase in the confidence indicator for the manufacturing sector - 6
% in January, 10 % in May and 11 % in October 2002. Such figures indicate a continuing increase
of optimism among managers in the manufacturing sector during 2002. This indicator is assessed
for TOTAL. Figure 25 shows the confidence indicator for SMEs80. There are some differences
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between the indicators assessed for different groups of enterprises, caused by the LSEs employing
in excess of 80 persons.

Figure 24 METIEEITE RRdE Manufacture
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Figure 26 indicates the influence of each component of the confidence indicator. In January and
October 2002, the balance of answers shows the decreasing level of finished goods as the primary
influencing factor in the increase of the confidence indicator for manufacturing activity by 6 and 11
%. In April 2002, the increase of production expectation by 35 points contributed to an increase in
the confidence indicator, while in October 2002 all three components contributed to the increase.

Figure 26 Manufacture
Components of the Confidence Indicator, 2002
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Disaggregating confidence indicator by size of enterprises, show significant differences of the
confidence indicator among different size classes of enterprises (see Figures 27-29).

Figure 27
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Figure 27 shows that the confidence indicator for SEs is negative during all three-study periods. In
May 2002, the confidence indicator decreased by one point, meaning that managers were more
pessimistic than in January of that year. Figures show that in October 2002, SE managers were less
worried than in May of that year by 7 points.
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Figure 28 shows that in May 2002, the confidence indicator for medium size enterprises indicates
that the business climate for medium size enterprises had deteriorated, as it had for small size
enterprises. In October 2002, managers of medium size companies had become more optimistic
(indicated with a rise in the confidence indicator of 4 %).

Figure 28
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Figure 29 shows that in 2002, managers of large enterprises were optimistic about their business
activity. Comparing the results of Figures 23 and 28 it can be said that large enterprises contribute
most to the high level of confidence in business activity in the manufacturing sector in Albania.

Figure 29
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In conclusion it can be expected that, during 2002, small enterprises are likely to have experienced
a negative growth in production, which will be largely eliminated by an increase in activity by
LSEs.

CONCLUSIONS: The manufacturing confidence indicator is important in understanding

the business environment and is assessed by three factors: (1) production expectations, (2)
assessment of order books, and (3) assessment of stocks of finished products.|So, the
managers’ optimistic or pessimistic responses are related to the perspectiver of thei
business. SMEs had a continuous increase in business, which is related to a decregse in the
level of finished goods. SEs revealed that in May 2002, managers were more pessimistic
than in january of that year, but in October 2002, were more optimistic. it can be expected
that during 2002 ses were eliminated by Ises. mses reveal a deteriorated business
environment during the first half of 2002, but the situation improved during the s¢cond
half of that year. Ises feel strong, contributing in a positive way to manufacturing business.
SMEs-80 are quite different from the TOTAL enterprises and are not similar to SMEs in
the statistical and survey data.
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2.1.1. Export order books and export expectations

The following are a number of other indicators that have been generated by business survey results,

which will help us to create a clearer picture regarding SME performance in the manufacturing
sector.

Figure 30 .
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An assessment of export order books by size of enterprise shows a pessimistic situation among
entrepreneurs. Figure 30 indicates that managers of medium size enterprises thought that export
order books would decline more in May 2002 and less in October of the same year. The balance of
answers for large enterprises shows that export order books in October 2002 is likely to have
declined in comparison with three or four months before. Examining export expectations (Figure
32), it is expected that exports by large enterprises should increase during 2003. Figure 31,
represents the assessment of SMEs80. Comparing the assessment of size-classes used in thi
surveys, Figure 30 and the assessment for SMEs80, there are small differences between SMEs anc
SMEs80, but the trend is the same. The difference can be seen in the result of the part of LSEs with
50-80 employees.

Figure 32 shows that the balance in percentages of positive and negative answers by managers of
medium size enterprises (as well as LSES) is positive throughout 2002, indicating that managers are
optimistic that in 2003 exports will increase. Figure 33 shows the assessment for SMEs80.

Figure 32 Figure 33
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Comparing the assessment of size-classes used in the surveys, Figure 32, and the assessment c
SMESs80, there are small differences between the two, but the trend is the same. The difference is
the result of the part of LSEs with 50-80 employees.
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Conclusions Export Order books and the export expectations indicator have a special
importance in a situation where no statistical data is available for export. This indicato
reveals the export trend. SME managers displayed pessimism concerning exporty during
2002. The situation appeared better in October of that year, but managers remained
pessimistic. MSEs and LSEs anticipate an increase in 2003. The trends for SMEs and
SMEs80 are the same. The differences can be seen in the area of LSEs with 50-80
employees and make the need to revise the data according to size classes as defined by the
SME law clear.

2.1.2.Employment expectation

Figure 34 provides information for another important indicator: employment expectations.

Figure 34 Manufacture Figure 35
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Figure 34 shows that during 2003, MSEs and LSEs will provide more employment for the labour
market. In contrast, small enterprises are likely to decrease the number of jobs created during 2003.
Only in October 2002, the balance of answers in percentages for small enterprises was positive by 5
points. However, the overall October survey results indicate that employment expectations were
lowered in comparison with the May survey results. Figure 35 shows the assessment for SMEsS80.
There are small differences between SMEs and SMEs80, but the trend is the same. The difference is
the result related to LSEs with 50-80 employees.

The results of the business surveys confirm what statistical information for the 1997-2000 period
has already shown - that medium-size enterprises play a significant role in creating job
opportunities. Instead, such opportunities are limited for small enterprises.

Conclusions: The employment expectation indicator is positively correlated with
production. For positive employment expectation production may increase.| The
assessment for MSEs and LSEs reveals that employment in these size classes is pxpected
to increase during 2003, although SEs are expected to reduce the number of employees.
The business surveys results emphasize the statistical conclusion for 1997-2000 - that
MSEs employ the majority of the workforce. Trends relating to SMEs and SMEs80 dre the
same. The differences can be seen in the influence on the part of LSEs with| 50-80
employees. These differences make evident the necessity to revise the data accqrding to
size classes as defined by the SME law.

38



2.2.Limits to production

In 2002, business survey data for the manufacturing sector showed a variation over time not only
for the total but also for different enterprise classes. Such development led to the conclusion that the
change in business environment over time differs according to the class of enterprise. Figures 36
and 37 analyses the impact of different limiting factors that have affected production activity by
size of enterprise.

Limitations on production in the manufacturing sector are monitored by means of 15 factors, which
can be divided into three types:

- Demand-side constraints (1 and 2)

- Supply-side constraints (3, 4, 5, 6, 7 and 8)

- Business environment constraints (9, 10, 11, 12, 13, 14 and 15)

Figures 36 and 37 indicate that business environment constraints are the most significant factors
limiting SME production activity in Albania.

Figure 37

Figure 36 Manufacture Manufacture
Limits to production by size of enterprises Limits to production by size of enterprises
Jan 2002 Oct 2002

Htotal [Olarge MEmedium DOsmall

ETotal OLarge EMedium OSmall

o on 40 % 60 80 100 o on 40 60 80 100

Source: CRD Tirana Source: CRD Tirana
Legend:
1. Insufficient domestic demand 9. Shortage of electricity supply
2. Insufficient foreign demand 10. Lack of infrastructure
3. Competitive imports 11. Insolvency
4. Shortage of labor 12. Difficulties in obtaining credit
5. Shortage of skilled labour 13. Unclear fiscal legislation
6. Lack of appropriate equipment 14. Uncertainty of macro environment
7. Shortage of semi-finished goods 15. Licensing procedures
8. Shortage of raw materials 16. Other

In January 2002, shortages of electricity supply and unclear fiscal legislation were the two major
business environment constraints. In October of that year, lack of infrastructure was considered by
SME’ managers as an important constraint to their business activity.
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In January 2002, lack of domestic demand was an important constraint for SMEs, which also
influenced the LSEs in October of the same year, and affected SMEs to the same degree (ranked
fourth in October). From supply side components, only competitive imports can be mentioned as a
constraint to SME business activity. The significance of this factor was further increased in October
2002, indicating that SMEs in Albania are feeling relatively weak and unprepared to challenge
foreign competition.

Returning to the analysis of the components of the confidence indicator for manufacturing activity,
I.e. order books, stocks, and production expectation (Figure 26), it can be concluded that business
environment constraints (particularly shortages of electricity supply and lack of infrastructure)
could have contributed to the reduction of stocks of finished goods. This is a sign of the weakening
of future SME business activity, if appropriate measures are not taken to limit their influence.

Conclusions: Limits to the production indicator reveal changes in the busipess
environment over time.
= Lack of electricity supply is the main business limitation (in January and @ctobe
2002), equally felt by all size classes of enterprise.
= Unclear fiscal legislation ranked second in the list of constraints in January 2002,(but in
October ranked fifth. MSEs, in January 2002, were less limited than the other size
classes, but were found to be more limited in October 2002.
= Lack of domestic demand was an important limitation for both SMEs and MSEs in
January 2002. In October, this limitation ranked fourth, but was less important fo
MSEs.
= Lack of infrastructure ranked third in January 2000, but in October of the same¢ yea
ranked second. MSEs consider this limitation more important than the other size
classes.
» Insolvency was considered an important limitation for SMEs in October 2002.

3. Recent SME development in the construction sector
3.1.Construction confidence indicator
Figure 38 shows that in comparison with April 2002, we can distinguish a turning point in

September in the business confidence indicator as it moved from negative 2 points to positive 3
points.
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Figure 40 indicates changes in the components of the construction confidence indicator. As it can
be distinguished, employment expectation is a factor with positive influence to increasing
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construction confidence indicator. Instead, order books, in April and September 2002, have
contributed negatively to confidence indicator.

Figure 40 X
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The confidence indicator is also estimated for different classes of enterprises (see Figures 41-43).
Figure 41 shows that in April 2002, the construction confidence indicator for small enterprises was
negative by 21 points, indicating that many small enterprise managers were pessimistic about their
business activity. In September 2002, a pessimistic tone among managers can once again be
distinguished, by 16 points, which was less than three months before, but still at a high level.

Figure 41
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In September, in comparison with April 2002, the construction confidence indicator for medium
size companies (Figure 42) shows a 7 points decrease, indicating that managers of medium size
companies were more worried about their business activity than three months before.

Figure 43 shows changes in the confidence indicator for large enterprises. In April 2002, the
indicator was positive by 2 points, while it had a 20 point increase in September of that year. Such
results indicate that, as in the manufacturing sector, increasing the confidence of managers in large
construction companies contributed to the overall confidence index for the industry. In comparison,
the confidence indicators for SMEs in the construction sector show that their performance is not in
line with large enterprises and deteriorated during the year.

Conclusions: The construction confidence indicator is assessed according to two fgctors:
(1) order books and (2) employment expectation. September 2002 was a turningrppint fo
the indicator. In September, the employment expectation factor showed a trglevan
increase, while the order book factor had been decreasing, although its negative influence
was less than in April. SE managers were pessimistic in both surveys, but felt a littlg bette
in September. The MSE managers were pessimist too, and felt more so in September. The
LSE managers were optimistic in both surveys, feeling far more so in September. This size
class made the construction confidence indicator for the sector positive.
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3.2.

Figures 44 and 45 indicate factors limiting construction activity by enterprise size in April and
September 2002. Business constraints (with the exception of shortages in electricity supply) for
SMEs in the construction sector differ from those in the manufacturing sector. Both Figures 43 and
44 show that the second and third (September survey — see Figure 41) major business constraints in
the construction sector are the unfair implementation of fiscal and procurement laws. Difficulties in
obtaining credit and insolvency issues are also important to the development of SMEs in the
construction sector. In contrast with LSEs, SMEs face more problems related to domestic
limitations on construction work. Lack of infrastructure has less significance here than in the
manufacturing sector and in September 2002 this factor was even less important compared to the

Factors limiting construction activity

April results.

Figure 44
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Conclusions: Limits on the construction indicator reveal changes in the business
environment over time:
= Lack of domestic demand is the main business limitation (in April and Septgmbe
2002). The same weight was given to all size classes of enterprise in January| but in
September LSEs felt more constrained.
= Unclear fiscal legislation is the second limitation. In April, MSEs were more
constrained, but in September this had changed to LSEs.
= Lack of infrastructure was considered a third limitation by LSEs in April.
= Unfair competition was ranked as the third limitation by SEs and LSEs in Septemper.
= Difficulties in obtaining credit, and insolvencies, were the fourth limitation (in April
and September). LSEs felt more constrained.

4. Investment
4.1 Investment by size of enterprises

Figures 46 and 47 show the direction of fixed investments in the manufacturing sector, revealed by
survey results in May and October 2002. Both results reveal that SMEs differ from LSEs in
investment direction. In May 2002, survey results indicate that small enterprises were likely to have
invested the most in extending production range (see Figure 46). By comparison, medium size
enterprises responded that they invested more in extending production capacity.

Figure 46 Figure 47
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Legend
1. Replacement of old equipment
2. Extending production capacity
3. Extending product range
4. Mechanization or automation of the existing manufacturing process

In October 2002, most SMEs had invested in replacing old equipment and extending production
capacity (mainly for middle size enterprises). During this phase of development, SMEs were less
interested in investing in the introduction of new production techniques, energy saving, pollution
control, etc’.

9 Due to their insignificance these type of investment are not shown in Figures 46 and 47.
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Conclusions:The fixed investment indicator reveals business stability. No one willtinves

if the business is unlikely to survive. Investment in all enterprises made the replacéEment o
old equipment a priority. The investment policy changed to a focus on extending the
product range and extending the range of production (a priority in May, but with less
importance in October). SEs invested more in mechanization and extension of thé produc
range (in the May survey). The second survey, in October, revealed that fewer investments
were made in extending product capacity. MSEs prioritized investments that exiende
production capacity. The October survey reveals that more investments were | made,
prioritizing replacement of the old production capacity. LSEs, according to the ©¢tobe
survey, reduced investments in general, particularly those that extended production

cagpacity.

4.2 Factors limiting future investments

Figure 48 and 49 indicate the main factors limiting planned investment by size of enterprise in May
and October 2002. The impact of most of the factors on SMEs and LSEs can be seen to be different.
In May 2002, difficulties experienced in obtaining credit was the only factor with more or less the
same significance for all sizes of enterprise. During this period, the major factor constraining SME
from investing in the future was insufficient profit, which reoccurred as the main factor in October
2002, showing that profit is the major source for finacing investment for ShEssecondly,

during 2002, SMEs profitability is likely to have diminished.

Figure 48 Figure 49 Manufacture
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Other important factors that discouraged SME managers from investing were the cost of capital and
insufficient demand. The last group, 'other’, includes factors such as political instability and
electricity shortages. These factors had no significant effect on the decision by SMEs to invest. By
comparison, in October 2002, LSE managers considered these factors as the second most important
constraint limiting their future investment.

Conclusions:The investment is an important indicator to understand business perspgctive.
Moreover, investment constrains add important information regarding factors constraining
future investmentsin general, these constraints were felt more strongly by all enterprises
in October 2002 than in May. SEs considered the main constraint on investments to be
insufficient profits, while MSEs cited insufficient profits and prohibitive capital costs. In
the October survey lack of profit was revealed to be the major limiting factar on

investment by. LSEs.
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Chapter 4
GENERAL PROJECT OUTCOMES

The analysis of SME development for the 1997-2000 pEriddised on statistical data), and 2002
(based on Business Surveys) revealed a number of characteristics of the impact by this important
class of enterprises on the Albanian economy and particularly on its growth pattern. The most
significant findings with an effect on policy issues are as follows:

«  SMEs in Albania comprise the bulk of enterprise stock. On average 99 % of enterprises have
fewer than 50 employees.

»  SME performance has deteriorated gradually, particularly since the year 2000. Only MSEs
show improved performance over other size class enterprises. These enterprises could be the
source of significant job creation in the future as they are the most dynamic type of enterprise.
In addition, MSEs plan future investment on a larger scale than both small and large
enterprises. Specific policies should therefore be designed in support of such development.

* SME managers feel that they are constrained by a number of factors primarily related to
business environment operation, such as energy, infrastructure, and unclear fiscal legislation.

*  The Government should improve its privatization strategy in the service sector (particularly in
transport and other services), as the impact of the privatization process after 1998 on
employment in SMEs has been virtually non-existent.

SMEs are investing more in the extension of production capacities and the replacement of old
machinery and less in new technologies, modernization, and automation. Special fiscal
legislation is therefore needed to support SMEs in investing in new technologies and
modernization.

Limitation and future actions

It is also important to mention that this report is lacking in certain other valuable information
regarding the development of SMEs such as contribution to exports, and SME performance in
various important activities such as services. These limitations are mainly related to data
availability, and the time and resources that authors had at their disposal during the compilation of
the report. However, future reports on SME development with a focus on their impact on economic
growth will significantly improve if the following actions are taken:

* Policy makers will be better informed if annual reports on SME development are
complimented by the results of frame indicators made available every six months. In order to
achieve this it is important that:

» INSTAT speeds up the implementation of the National Accounting System based on
internationally recognized practices.

» INSTAT takes immediate actions to revise data according to the definition of law
no.8957, “For Small and medium enterprises” (17.10.2002).

» Business statistical survey data is made available every three months.

» Periodical qualitative business surveys in the frame of the joint harmonized EU program
on business surveys continue to be conducted.

" Data for 2001 development was unavailable.
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An annual survey designed specifically for SMEs is also needed. This would detect issues
related to entrepreneurship and management, administrative burdens, taxation, and other
issues, which are particular to the SME business environment and are absent from this report.
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Annex 1
Previous studies on SME development

In recent years there have been some efforts made to research the nature and need of SME activity
in Albania. According to our investigations, such work has not been systematic, with focus on a
variety of issues. The most important publications are as follows:

1. Informal Economy: Fiscal Evasion and Unregistered Employmahitanian Centre for
Economic Researcfirana, March 1999

2. Survey of Organizations Involved in SME Regulation and Promotion in Alb&himan
Development Promotion Centréirana, November 1999.

The aims of the survey are to identify the main obstacles that impede SME start-up and growth,
including:

* Regulations

* Procedures

» Taxation

» General legislation

3. Private Sector Development: Strategic Appro&hZ — DEG SMETirana, November 1999.
The report focuses on the following issues:

* Identification of problems and opportunities for SMEs.

» Collection of appropriate information for generating and evaluating future actions.

» Addressing proposals and recommendations for creating a favourable SME-oriented
climate to relevant government bodies.

* A short-, medium-, and long-term guide for detailed action needed to provide effective
support to the private sector.

4. Survey of the Albanian Business CommuniAATDA (Albanian — American Trade and
Development Associatignjirana, March 2001.
This survey had as its main objectives:
» Identification of general and specific needs, and potential for association development in
Albania.
* Recommendations for government policy and programmes related to SME development.
* Implementation of a campaign to influence the government and the private sector in the
area of business reform.

5. Determinants of GrowthPDRA (Institute for Development Research and AlternativEsana,
2002.
The report presents:
» The general political, economic, and social situation.
e Human capital and growth.
e Production and growth.
* Financial markets.
» Health and environmental impact.

The common features of previous surveys are:
» A representation of the business environment as static.
» Presentation of an historical observation.
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» Conclusions are the results of data collected by non-representative sample surveys.

This study aims to fill the gap of previous studies by providing a methodological tool for estimating

a set of frame indicators to assess the performance of SMEs within the past five years. This study is
the first of its kind in Albania and can be used to track SME development and the influence of
various government policies.
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ANNEX 2
SME indicators by sectors (%)

All Sectors Industry Construction
1997 1998 1999 2000 1997 1998 1999 2000 1997 1998 1999 2000
NUMBER OF ~ To@ 1000 1000 1000 1000 1000 1000 1000 100,0 1000 100,0 1000  100,0
S Smal 979 981 982 982 903 909 917 904 894 890 899 89,0
ENTERPRISES = 8 jcro 911 920 926 921 755 767 773 760 33,9 373 433 426
& Medium 10 08 08 10 29 33 31 41 59 76 44 81
Large 12 11 10 09 68 59 52 55 47 34 57 29
Total : 96 171 06 10,7 12 40 206 21,7 131
> Smal 98 173  -0.6 114 22 54 199 229 -139
& § Micro 106 178 -11 124 20 57 329 412 -145
> 5 Medium 34 97 212 235 24 260 558 296 59,6
Large : 31 33 113 42 114 25 122 1056 56,8
NUMBER OF - Tow 1000 1000 1000 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 413 403 461 461 13,6 153 17,4 17,2 456 47,5 523 518
EMPLOYEES S Micro 301 307 349 341 77 87 101 96 83 96 124 105
& Medium 58 52 54 75 43 54 64 85 127 21,7 101 242
Large 5290 545 485 464 821 793 762 743 417 308 375 240
Total : 01 02 27 . 34 127 00 87 149 101
> Smal 76 146 2.7 82 05 -5 49 265 -109
& § Micro 124 140 -49 95 14 47 50 490 236
> 5 Medium 26 55 339 228 26 336 56,1 462 1146
Large : 135 -109 -6.8 : 67 160 25 326 400 425
TURNOVER ~ Tow 1000 1000 1000 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 59.4 579 626 580 179 21,8 299 271 515 573 631 47,0
S Micro 402 413 437 375 104 109 156 135 97 102 145 59
& Medium 78 71 101 132 62 66 83 93 157 254 201 347
Large 328 350 273 288 759 716 618 637 328 173 168 183
Total : 798 156 139 . 86 44 44 530 46,7 257
> & Smal 460 250 54 322 433 55 704 616 64
§ § Micro 540 223 25 139 493 98 61,4 1078 -49,1
> G Medium 369 639 490 156 302 16,6 1473 160 1174
Large : 598 99 202 24 99 76 195 426 366
VALUE ADDED o ToW 1000 1000 1000 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S smal 418 452 438 414 103 17,9 19,1 166 39,6 48,6 47,2 46,1
S Micro 288 350 342 295 59 95 105 88 70 108 121 101
& Medium 61 90 102 112 42 93 85 60 136 289 280 268
Large 521 458 460 474 855 728 724 774 468 226 247 271
Total : 237 427 55 . 143 165 175 100 420 327
> & Smal 339 383 04 493 243 23 351 381 295
§ § Micro 505 395  -9.0 386 280 1,7 693 582 109
> G Medium 825 613 166 872 7.1 179 1328 37,8 271
Large : 87 434 87 270 158 257 470 556 452
INVESTMENT ~ Tow 1000 1000 1000 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 367 302 370 389 189 228 133 368 224 516 482 813
S Micro 207 212 143 218 101 158 40 275 79 101 121 218
& Medium 67 63 82 116 66 94 51 128 53 211 405 175
Large 566 635 548 495 744 678 8l5 504 722 273 113 12
Total : 676 662 251 . 264 111 563 413 399 6L1
> Smal 379 1036 -21.3 521 479 330,7 350 309 1716
§ § Micro 718 121 140 97.4 773 962,4 241 67,0 189,1
> G Medium 588 1144 64 795 514 2901 1316 1683 -30,5
Large 880 435 323 151 69 34 778 422 825
Total o4 424 85 211 116 125 206 235 47,6
VALUE ADDED . & small 244 207 24 222 132 82 420 92 454
PER OCCUPIED § & Micro 339 223 44 216 -143 9,0 613 62 452
PERSONS > G Medium 874 529 -129 576 -17.8 -296 491 1560 408
Large 42 610 167 288 285 168 212 112 1527
Total 01 245 88 244 182 6.5 46 204 2L2
SHARE OF > S Small 216 10 102 344 193 10,2 17,7 52 281
LABOR COSTIN & & Mie%ro 339 176 100 204 253 185 354 58 318
> 5 ium 265 292 16 186 34 530 75 404 105
VALUE ADDED Large 154 323 37 434 196 -132 633 239 325
PROFITABILITY © Total 0,1 16,5 -3,8 -23,7 28,7 6,5 -3,9 18,8997 13,1
> § Small 69 02 24 35 96 37 143 302341 151
& § Micro 75 24 -16 105 94 47 26,6 18,7929 6.8
> 5 Medium 151 106 -0,4 10,7 14 -235 65 308156 -3,7
Large 138 389 22 416 461 171 533 70,3688 42,7
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Trade Transport Other Services
1097 1998 1999 2000 1997 1998 1999 2000 1997 1998 1999 2000
NUMBER OF ~ To@ 100,0 100,0 100,0 100,0 100,0 1000 1000 100,0 100,0 100,0 100,0  100,0
S Smal 99,8 99,7 997 99,7 99,3 993 981 98,8 989
ENTERPRISES = 8 jcro 963 974 976 970 995 971 978 973 922 943 929 918
& Medium 02 03 02 02 02 13 06 07
Large 01 005 01 07 05 04 05 05 05 05
Total 133 183 48 7.6 446 141 78 71 46
> & Small 132 183 48 14,2 46
8§ § Micro 145 186 54 148 456 135 25 54 33
> 5 Medium 486 26,9 40,0 9,8
Large : 471 222 40 38 147 207 86
NUMBER OF ~ Tow 100,0 1000 100,0 100,0 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 90,9 90,0 922 937 320 367 702 702 69,1
EMPLOYEES S Micro 770 808 826 814 727 220 288 326 568 587 544 529
& Medium 31 43 36 14 19 11,2 57 63
Large 69 35 27 744 667 614 186 270 241 246
Total 182 10,7 7.2 3086 7.2 29 I11 170 10
> & Small 170 134 57 115 05
8§ § Micro 240 133 8,6 234 406 98 81 84 -6
> 5 Medium 514 213 32,9 11,1
Large : 433 297 40 -106 289 46 31
TURNOVER ~ Tow 100,0 1000 100,0 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 86,6 84,7 839 775 391 335 859 776 814
S Micro 605 652 621 533 824 171 364 282 681 723 665 643
& Medium 67 92 148 11,7 33 41 71 42
Large 86 69 77 740 492 632 99 163 153 144
Total 292 150 198 6902 210 10,0 339 203 08
> Small 459 139 106 57 5,8
8§ § Micro 607 96 2,7 642 157,2 -148 422 107 24
> 5 Medium 585 927 68,6 40,2
Large : 82 339 195 413 1208 127 50
VALUE ADDED o Tow 100,0 1000 100,0 100,0 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 79.8 839 842 740 269 21,7 792 675 716
S Micro 559 728 708 581 806 219 255 186 627 556 554 574
& Medium 11,1 134 203 56 24 66 95 106
Large 50 24 56 705 674 759 142 348 230 177
Total 261 258 183 5265 1365 22,6 325 125 104
> & Small 326 262 41 378 17,2
§ § Micro 643 223 2,8 702 1753 433 175 120 143
> 5 Medium 518 794 66,7 23,6
Large : 39,1 1768 1264 -12,9 2242 255 -150
INVESTMENT ~ Tow 100,0 1000 100,0 1000 1000 1000 1000 100,0 1000 1000 1000 100,0
S Smal 889 839 806 762 72 81 598 795 54,0
S Micro 527 619 208 303 517 17 47 45 391 807 718 27,6
& Medium 74 157 208 02 18 38 96 138
Large 87 37 30 966 927 901 364 12 109 323
Total 116 3752 689 68115 843 4872 826 381 391
> & Small 165 3565 -70,6 417 587
§ § Micro 39 598 547 1222 4200 -50,0 2764 229 76,6
> 5 Medium 9049 58,8 517,6 124
Large 1024 747 76,7 49,6 940 11526 80,3
Totl 67 137 276 533 1206 203 290 38 92
VALUE ADDED - & small 133 113 104 442 17,7
PER OCCUPIED § & Micro 325 80 63 379 958 -484 279 34 162
> 5 Medium 02 1280 74,9 11,2
PERSONS Large 73 2940 1358  -2,6 1516 288 -17,6
Total 136 35 27,0 35 464 434 254 178 96
SHARE OF > S Small 254 32 -156 25,2 0,7
LABOR COST IN ' § & Micro 389 21 -201 98 846 254 353 397 59
> G Medium 17,4 -479 151,1 95
VALUE ADDED Large 481 739 560 511 634 657 474
PROFITABILITY o Total 2,6 0,6 4.2 -10,8 21,3 -8,8 15,3 -7,0 -4,8
> & Small 46 04 21 6.5 0.2
§ & Micro 69 02 20 13 -103 64 73 50 11
>G5 Medium 16 36 19,5 4,0
Large 302 986 275 87 2782 279 462




ANNEX 3

SME starts up by territory (%)

1997 1998 1999 2000

Berat 2,6 4,0 7,2 54
Dibér 1,6 1,5 0,9 1,8
Durrés 9,7 8,1 8,4 4,8
Elbasan 2,1 2,6 1,6 2,0

© Fier 55 11,7 7,2 9,0
= Gjirokastér 2,7 4,6 2,1 2,6
S Korgeé 36 123 75 87
& Kukés 1,6 1,1 04 0,3
Lezhé 3,8 2,9 3,8 5,3
Shkodér 3,4 1,7 3,0 4,0
Tirané 60,9 43,8 51,8 50,0
Vioré 2,5 5,6 6,0 5,9
Total 100,0 100,0 100,0 100,0
Berat X 197,0 133,2 -144
Dibér 80,5 -21,6 1345
Durrés 58,3 34,3 -34,3

o Elbasan 144,4 -20,5 40,0
2 Fier 306,3 -21,2 44,7
8 Giirokastér 2239 -41,3 43,7
< Korge 553,2 21,7 33,3
?3 Kukés 31,0 -49,1 -10,7
> Lezhé 450 66,2 61,8
Shkodér -2,2 120,7 55,2
Tirané 36,8 52,3 11,1
Vioré 3258 38,1 13,1
Total 90,5 28,7 15,0
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