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It has been repeatedly said that Albania failed to recognize the right of private property for several decades. It was only in the 90s that the idea of privatization became as first priority in the agenda of the political party ruling solely in 1990 and 1992 and then of the first pluralistic Parliament that resulted from the elections in 1992. 


Albania cannot compare to other Eastern European countries, because they entered the process of privatization under acceptable economic conditions and the private property had never been completely ignored or prohibited.


Milestones in privatization

Privatisation in Albania started in the second half of 1991 after a Law and according to a government decision "On the duties and rights of the National Privatisation Agency and preparatory commission of the privatisation process". A decree then followed on sanctioning and protecting private property, free initiative, independent private activities and privatization. 

 The bill of 1990 was by the law n. 7512, dated 10 Aug 1991 “On sanctioning and protecting private property, free initiative, independent private activities and privatization”. This bill (i) recognized the private property in general and the idea of privatization of state enterprises in particular, (ii) gave some milestones for the approach to the full restitution of nationalized properties to the original owners; (iii) enabled the local and foreign investors to start private businesses; (iv) provided legal guarantees for the protection of investors; (v) created the basement for building a legal framework which would regulate specific sectors of the economy. As a matter of fact, many laws followed, respectively law On Land (1991); law On restitution of properties to original owners (1993); law On Construction land (1993); law on Competition (1995); law on Concessions (1995); law On Companies (1992); law On Private Practice (1994); Law On Mining (1994); law On Notaries (1994); law On taxes (1993, repealed in 1998); law On Banks (1992, repealed in 1998); law On Telecommunications (1995, repealed in 2000)


If we go back a dozen years ago now, we will be able to analyze the privatization reform and the structural reform as well. 

The privatisation process was carried out rapidly at the beginning and therefore mistakes were inevitable. The basis of the strategy had quantified objectives: by 1996 the majority of Albanian economic activity to be in the hands of private sectors and by 1999 over 90% of GDP to be created by the private sector.

It is important to note that the privatisation in Albania was regulated by law. From time to time new legislation was enacted, based on modern models. Law on private initiative, land law, law on restitution of properties to original owners, law on competition, law on private sector participation in public sectors, Civil Code, Civil Procedure, Constitution were the basic laws that created the legal framework on which the privatisation would be based. Privatisation has also led to the loss of thousands of jobs while only a few are being created in return.
In Albania, as opposed to the Western European countries, the problem of transferring property ownership from the state to private owners was a more difficult process because it was complicated by many factors:


The difficulty to define property rights, identify and evaluate the properties

The ascertainment of the properties would help in the process of restitution to the right original owners. This happened because after a long period in which state property was the only property form, in the moment of its distribution various claims on property rights burst out: former owners of the site, the enterprises’ managers and workers, workers at different levels of main and local administration. So, making accurate and procedurally fair decisions took a long time, and again it was not possible to find a solution that "would satisfy all" and would be 100% accurate. 

This process, which was based in an environment that had in its foundation the lack of the capital market, certainly would be costly from the financial point of view and required a long time. 
Old technology used in industries 

This industry had value in many cases only on the basis of the depreciation norms applied. In fact, it was totally depreciated. According to a survey conducted, 37.2% of enterprises possessed machines that have been used for more than 20 years, while 44.6% of them have been used between 10 and 20 years, without taking into consideration the fact that the technology entering into Albania often had been used and depreciated before. 

Week infrastructure

 
This process was accomplished in the conditions of a very weak infrastructure, on the giving of the information about the property that would be privatised and the possibilities of its usage, despite the insufficient usage of its infrastructure. This on one side created subjective conditions to protect those who did not wish to give this information and on the other side it objectively rendered more difficult accurate dissemination and efficient use of the information. 

Lack of serious foreign investments

 
The basic and more important law concerning foreign investments is Law no. 7764, dated 2 Nov 1993 “On Foreign Investments”. This law provides a number of basic guarantees and protection for foreign investors. The Albanian Economic Development Agency was created with the initiative of the Albanian Government in August 1998. The purpose of this Agency is to assist the government in its efforts to create a favorable environment for foreign and local investments.

Taking into account the value of foreign investments during this period, we may say that Albania lacks serious investments in some key sectors of economy. Foreign investments are considered necessary in our country’s economy. The injection of foreign capital would allow Albanian economy to strengthen its operations, bringing it to best international business, banking and operating standards. Irrespective of the above, there still remains much to be done in the sector of foreign investments since the business climate in Albania is not so attractive for foreign investors.

Lack of banking system 


The banking system we inherited has many problems, though with a relatively progressive development, could not play a major role in privatisation. The equities market was missing, so the most standard methods of privatisation could not be used. Purchase through bank credits, purchase that would be carried out by a complete cooperation between the lender and organs that estimate value of the assets to be privatised, the potential and the management capabilities of the buyers, would be a very effective form of privatisation. Here the mortgage of a real property, estimated properly, would have been an essential condition on the bases of which the decision would be made. We emphasised this, because quite often mortgages were written on the basis of small properties estimated at unrealistically high values.

The speed and the dimension of the privatization

 
The speed and big dimension of privatization is a characteristic that has been stressed more in our country than in the other countries of Eastern Europe. The excessive preoccupation with speed increased the chances that the desire to realise privatisation overtook the real possibilities to fulfill a correct privatisation process. Quick privatisation firstly led to a sub-optimal property distribution, as for example dispersed ownership on the assets or properties privatised (i.e. with a lot of owners), or putting the enterprises into the hands of inadequate owners, considering that capital market would encourage a re-distribution of the property by bringing about a true encounter of the owners of the various companies. 

Corruption and corruptive affairs 

Corruption or bribery as a phenomenon has played a delaying role to the fulfillment of the privatization targets according to the milestones. Although it is present in the rest of the world, in Albania the phenomenon took a very sharp shape and influenced in creating of an environment where the privatization was not made according to merits but to corruptors. 

Sale of properties in big units.

Instead of selling state property as a whole it would be better to have them split into small parts and then offer such parts to private individuals. This means that enterprises, often united artificially as result of "giantonomy", could be split up into perhaps 10 smaller units, being sold one after the other, or even by temporarily keeping some of them under state management. Methods would be adapted to the concrete conditions of the enterprise’s branch and size. Many industrial enterprises, though they were closed down, did not launch for privatisation, not even partially. They were under guard by spending on their conservation bringing nothing new and offering no better future prospects. 

Sale at market price

                                                
State owned property that was to be privatised should have been sold at a real market price and the potential buyers should have been announced publicly. Potential buyers should be carefully scrutinized before gaining the right to buy. In many cases, the state bodies that operated as definers of the initial price for these sales were exposed to pressures for a lower price. So, it was better that other non-state organs be included in the evaluating group in order to fix a more real price. To fix the starting price, one should have taken into account how much an entrepreneur would have to pay to undertake a similar investment now. 

Use of rent and not other forms  

Renting of state property was a form, which could be used often in this process, even for small enterprises. The only mistake that could take place when this form is used was setting the rent incorrectly. If the asset’s value was not correctly estimated, rent could be set too high or too low. 

Combination of instant cash proceeds with futures

The privatisation process should have been carried out through two separate, but associated programmes - cash privatisation and voucher privatization.

The objective of the privatisation programme during these years is to complete the privatisation in the industry, construction, transport, agriculture and services sectors and to speed up the privatisation of the energy, water supply and sewerage systems and the big state monopolies. The privatisation of the banking and insurance sectors is about to be completed. Such process has been basically a cash privatizion. However, for a number of state owned enterprises the government adopted a voucher privatisation programme where such enterprises were offered for sale to Albanian citizens. 

Application of best practice for sales 

It would be better in conditions of emergency. 

Role of media

Media in general, would have to find their place in this process and play an important role. The duty of the media is to make "the jungle" of today’s market more transparent. Everyone has to know the selling and buying prices of state property and the number of the interested parties in an auction. And in very rare cases, where according to the existing law secrecy is required, the respective parliamentary committee would be informed in detail about the auction and the privatised assets. 

First of all, the analysis shows that the privatization process in Albania had to overcome certain challenges. Some core objectives to be reached were:

· Increase of economic efficiency. As a basic objective, it had to do with conceptual changes and changes in the way managers do their jobs.

· Minimisation of the state role in the economy. This objective had to do with acceptance of the rule of a free market and a free and fair competition, reduction and elimination of state subsidies to enterprises, prevention of damage to state property, increase in state budgetary revenues as result of increased efficiency of privatised enterprises.

· Avoid autarchy inherited by a centralized the planned economy. Creation of a base for economic reform by favoring special groups of the population, which would receive special support and would also give special support. 
Compensation of special groups of the population (ex political prisoners) and of the whole population through vouchers. 

Albanian government approach in the privatization strategy was privatization of services and small trading, transformation of state enterprises into commercial companies for increasing their value in the privatization, restitution of all properties that were arbitrarily confiscated, privatization of state flats, creation of competitive business environment and setting rules for a fair competition and stay as referee in the process. 

Steps to a total privatisation 

Some of the basic steps to a total privatization were:


-  privatization of services (shops, professionals, accountants, lawyers etc.)

- privatisation of fixed assets of state enterprises (pre-emptive right of land owners etc.)
- Semi-privatisation (establishment of joint-ventures) 

- Privatisation of shares of the state in transformed companies (acquisition of shares by vouchers):

- Privatisation of state companies operation in strategic sectors {AMC, Mines, Energy, Airport, Albtelekom, etc. (Special rules for banks and insurance, Savings Bank, National Commercial Bank, INSIG)}

- Privatisation of sectors other than strategic 
(Tirana Brewery, Kruja and Elbasani Cement Factories, Profarma, Dajti Hotel, Tirana International Hotel, etc.)

- Concessions as a form of privatisation


 (i) Privatisation of small businesses


The privatisation process started with the so-called small businesses. The privatization of services was a very good start as the state was feeling old and tired and the private sector resolved the emergency in supplying the population with primary goods for consumption. Privatisation of trading services influenced positively in the business community and the entrepreneurs started to invest, thus, improving the quality of services. We are witness that Albania today is a country that lives with small businesses. This process downloaded the economic and institutional burden from the shoulders of the state budget and, on the other side, increased the contribution to the state budget through taxes and tariffs levied on small businesses.

 
(ii) Privatisation of land


Although controlled with a clear majority by the left wing party, the Parliament of 1990 enacted the first law allowing foreign capital to flow into the country, and this was a significant step forward considering that foreign investments were prohibited partly by Constitution in 1946 and then entirely in the 70s. This means that the privatization was seen as a means that goes along with encouragement of foreign investments. 

The foreign investors from the very first moment that Albania opened up asked for a clear approach with respect to land privatization which would be a condition-precedent for the investments. The land law in 1991 and then law on restitution of properties to the original owners were steps in the right direction, but again now twelve years back one can make an analysis and say that the land matter has not been cleared up yet. 

Privatisation of land of the collective and state farms into about 450 thousand units was completed by the end of 1993. However, because the land was so important in its economy, it appeared by the mid-1996 as the transition country deriving the equal-highest proportion of its output from private enterprises – at 75 percent.


(iii) Conditional purchase for foreigners

The law no. 7501, dated 19.7.1991 “On Land” prohibited the sale of land to foreigners until 1995. Law no. 7980 of 1995 recognized the right of a foreigner to become owner of construction land only if the investment on such land exceeded three times the value of the land. The Law of 1998 re-sanctioned the prohibition for the foreigners to buy land but provided that right of foreign individuals or juridical persons to rent the land for a 99-year term. Thus, the foreign investors are eligible only to rent an agricultural land or rent a construction land until the investment value exceeds three times the land value. In the latter case, foreign investor may become owner of land under the above law of 1995. Such obstacles set forth by the land legislation have played a regressive and non-incentive role towards foreign investors. 

   
(iv) Privatisation of state flats


Albania was also unusual, if not unique, among transition economies in a prompt and radical privatisation of urban housing, which was almost completed by the end of 1993. In this period, about 220.000 state apartments were privatised, and 97 per cent of them were paid for in cash at the moment of sale. 

The sale of state apartments to their users was a necessary step that had positive results. This step was both politically and socio–economically necessary. Through this step, many Albanian families became possessors of the apartments they lived in, so in a word they became owners. From the political point of view, this step was an important move toward the detachment from the old system. From socio-economic point of view, it created more favorable conditions for migration of families inside the country as well as outside it. People had less problems when they wanted to migrate because they could sell (or buy) an apartment. It relieved the state budget from having to maintain these apartments, created this kind of market and favorable conditions for private individuals to maintain these apartments. It made it possible for owning families to make additional investments in their apartments, improving their quality, and allowing a higher standard of living.

But, in spite of positive sides to the process, it was unjustifiable to sell state apartments to families who lived in them at a price that was only a small fraction of the real market price, in the conditions when a lot of people were homeless.


(v)  Restitution of the properties expropriated 

Law “On restitution and compensation of the properties to the former owners” is enacted in April 1993. Since then, most of its Articles are amended, added or repealed time after time what makes references to the law quite difficult. Such law provides for the right of former owners or their successors on expropriated, confiscated or seized-by-the-state properties according to the laws or bylaws enacted after November 29, 1944. This law also sets forth how and in what way restitution and compensation of properties would be handled. In ten years time process of restitution of properties is still ongoing. Gross delays of such process have seriously affected the transfer of ownership amongst Albanians and impeded foreigners from buying land in Albania. 

(vi) Privatisation of state-owned enterprises (transformation then privatization)

Small enterprises were considered those with values estimated at less 150.000 US dollars (USD), while medium enterprises were considered those with values up to 500.000 USD. The privatisation process of small and medium enterprises was speeded up during the January 1993 – April 1995 period. Most of state owned enterprises were totally privatized during this period, while during the whole privatisation in general were privatized about 60.743 objects.

The privatisation of these enterprises had positive results such as:

· increased efficiency of some of the enterprises after the privatisation. 

· creation of favorable conditions for investment in these enterprises. 

· removal of subsidies to enterprises from the state budget. 

· increased state budgetary income as result of increased efficiency of the enterprises, etc.

The rest of privatisation faced a lot of problems. The voucher privatisation, or what was called mass privatisation, begun in September 1995. Public used vouchers to acquire shares from state enterprises in privatization process.

Since the beginning of voucher privatisation, a low level of demand for vouchers and failure of use by the population of such privatisation vouchers were identified. This was due to a lot of factors such as: lack of transparency in privatization procedures; objects in the market ready to be privatised were delayed; irregularities and weaknesses noted in the privatisation process; businesses subject to privatization was not considered as worth-investing or profitable given the Albanian environment, etc. At a time when supply was constantly increasing and confronted by limited demand, vouchers’ prices stayed at low levels. As the consequence, today the market of vouchers almost does not exist.

Small companies have been privatised through employees buy-out or action. Nearly all small-medium enterprises that had not been privatised during the early years of the process were sold and liquidated in 1997 and 1998. Many of them were economically not viable, hence they were liquidated and their assets were transferred to local authorities.

The effectiveness of mass privatisation methods that led to a dispersed post-privatisation ownership structure is questionable and suggests that privatization that grants significant ownership stakes to single parties may have greater efficiency gains than privatization that disperses ownership. If, due to political and equity considerations, the governments in transition economies have to use privatization mechanisms leading to dispersed ownership, they should consider creating appropriate conditions for ownership reallocation to make privatization work. 


(vii) Privatization of companies operating in strategic sectors 


Major sectors still remained to be privatised and a regulatory framework for privatisation was approved and in May 1998 a draft privatisation plan was released according to which the publicly owned businesses could be sold below book value, which, in many cases, did not reflect the market value. This would enable the Government to divest the state shares in joint ventures to private sector counterparts and private enterprises in strategic sectors.

Law no. 8334, dated 23 April 1998 “On privatization of commercial companies operating in non strategic sectors” set forth the form of auction or tender for privatisation. Before launching a commercial company for privatization there should be defined shares to be held by former owners of the land and employees of the company.       

Decree no.1648, dated 20 Nov 1996 “On accelerating the process of privatization of commercial banks with state owned capital” closed non profitable banking activities and promoted the acceleration of privatization process by requiring the necessary amendments to the existing state owned banking network and the respective organizative structures.

Law no. 8306, dated 14 March 1998, provides privatization strategy for sectors having a significant importance for the country economy such as telecommunications, posts, industry of mines and energetic, oil and gas, forests and waters, roads and railways, airports, insurance companies and state-owned second tier banks which capital is state owned. State enterprises and companies with state owned capital operating in strategic sectors are open to privatization. 

Energy sector is also open to privatization. In this regard, delivery, production and transmission of electric power are subject to privatization. Such process goes parallel with encouraging of new private investments in the entire electro energetic sector.  Privatization form of this sector will be the joint stock company with a controlling shares package hold by the state. Law no. 8527, dated 23 Sept 1999 provides privatization of local hydropower stations through auction. 

Mining sector is in the focus of privatization, too. For the purposes of privatization law, enterprises operating in mining sector are divided into big, medium and small sized. Subject to this classification, big sized enterprises are privatized with strategic investors which should hold not less than 30 per cent of the shares, medium sized enterprises are privatized with strategic or non strategic investors which should hold not less than 30 per cent of the shares and small sized ones are privatize with joint stock or limited liability companies by giving priority privatization securities.

Specific laws rule privatization of state owned companies playing a significant role in strategic sectors such as Albanian Mobile Communications, Savings Bank of Albania, Albcrom SHA etc. When the state reserves the right to decide on issues involving public or strategic interests or the right to control over a state enterprise, the state holds the “golden share”. Cases when the state holds the “golden share” are provided for by law that regulates privatization of specific sectors, while the rights originating from such “golden share” are strictly defined in the share purchase contract.      


Currently the government is seeking strategic investors for all main state monopolies, including transport, telecommunications, energy, mining and water, intending to privatise them (at least partially). In financial sector some restrictions have influenced the lack of interest from strategic investors for a long time. In insurance for example, a foreign investor could hold only 40 per cent of shares in an insurance company. This restriction was up until 2000 but this discouraged investors for almost 4 years.

Sector policy was privatisation of the national encumberant operator, award of a second GSM license and then possibly of a third GSM license.

In 1999 the Albanian government concluded a USD 85.6 million privatisation agreement with the Norwegian company Telenor International and Greece's Cosmote for the country's first mobile network. While in 2001, it was awarded the second GSM License to Vodafone with the highest bid of USD 38 million through an international tender.  

The government should increase the pace of privatisation to create a favorable economic environment that will attract foreign investors, increase private investments, increase exports and create more jobs. The government should insist in speeding up the privatisation of strategic enterprises, including completion of the privatisation of Albtelecom and the Albanian Saving Bank. On the other hand, the majority of media enterprises have already been privatized.


Role of the private sector
All public property used to be under the ownership of central government represented by the Ministry of Economy. Albanian Parliament introduced a law two years ago on local government based on the principles of local autonomy and decentralization (Law no. 8652, dated 31 July 2000). This law provides for the first time in the history of Albanian legislation that local government units are owners of public properties. It regulates the transfer of ownership or holding from central government to local government. Regarding municipalities as territorial administrative units, ownership right is exercised by the council of municipality. Proceeds originating from alienation or rent or otherwise use of their property go to the Municipality’s budget.  

As Municipalities do not have the necessary logistics and human resources to carry out public works for public lightening, processing of wastes, restoration and painting of buildings, they contract private entities. Municipalities focus on borrowing funds and try to engage private sector in public works through tenders. Municipalities procure funds and select the private entities for doing such specific public works.      

One of the aspects of decentralization of the local government is its right to independently collect income and to organize its budget. It also decides involvement and implementation of the projects of economic development. Up to date practice is, that the investment funds subject to state budget, are the main source for fulfillment of public functions and infrastructure services.  The new law on local government underlines that infrastructure project should be financed by income generated by own sources of local government. 


Forms of privatisation

Forms of privatization provided for by the Albanian legislation are
merger/acquisition, takeover,
acquisitions creating a monopolistic or a significant market power position (Competition law regulating Mergers and Acquisitions), Concessions, Leasing. The key-procedures provided by law are auction and tender.

The use of the direct form of privatisation as well as the decision to give assets of various units to the former workers allowed speedy privatisation of these objects. In cases where the former workers were not interested in buying the units, they could be sold through auction. Some 20.000 trade units were privatised, bought mainly by former workers. In these conditions, they bought the units they worked in for a certain price. In these circumstances in many cases, the shopkeepers became owners only for a little time after privatisation. These owners re-sold the units for a value that was even then 100 times greater than the purchase value.


A survey made by a German organisation in December 1993, says 85,5 % of enterprises used to work with a reduced capacity. Out of these 8,1 % had machines used for over 30 years, 25,3 % were using machines of about 21-30 years old and 33,8 % 11-20 years old. So, it was necessary to enter their privatisation.
 
There were also cases when a special decision of the government was taken for exclusions even in the case of only one object to be privatised. Wasn’t the National Agency of Privatisation enough to realize this process according to the legal competencies? Who are those groups of people, who have been supported in a special manner, even by giving them support with special decisions from the Government? These were the questions raised by SAI that left space for doubts, which have to do with the abuses and corruption from certain segments of the government, as well as in the favor of certain segments of the population. The changes of the legislation not only created shades of doubts, but also at the same time they created difficulties in the information and especially they impeded the information of those who were directly interested in this process. This important process might not have seen as a "reward for loyalty shown to the political grouping that is in power". Politics should have remained as far as possible from this process.

The right and exact definition of the private owners who would take this property went through difficulties, which can turn objectively murky, causing problems and tensions. There were numerous privatisation methods, which were discussed theoretically and were used in the practice. They changed depending on the concrete conditions and circumstances, on the aims of the process, on the economic policies to be carried out later on, etc.

As each privatistion offers a unique range of opportunities for investors, employees and government alike, so the methods of privatisation often vary. However, most involve privatisation by inviting bids, normally offering all, or a large, controlling share of the enterprises to the investors. 

Once a state-owned enterprise is approved for privatisation, the competent state authority undertakes a thorough investigation and analysis of its operations employing services of domestic and expatriate consultants with top-level expertise in each relevant sector. The most preferred method is a complete sale of assets, or the sale of a controlling majority shareholding. 

The investigation undertaken by the competent state authority forms the core of the due diligence produced for each enterprise to be privatised. Following the publication of the bid invitation advertisement, the due diligence becomes available to potential investors upon payment of a standard fee. A reasonable time frame is given for potential investors and their experts to evaluate the enterprise and perform their own due diligence throughout the process of preparing their bids. The process for the receipt and opening of bids is well defined and fully transparent. Following an evaluation process, the preferred bidder is invited to complete the transaction by signing the sale and purchase agreement. 


Institutions dealing with privatization

Ministry of Economy is the authority in charge of implementing privatization strategy bearing the quality of representative of state property with regard to strategic sectors except from banking and insurance sector. Also Consumers and Competition Department of this Ministry must play a role in giving the go-ahead to the privatization of a given company due to a possible monopolistic position. 
The Ministry of Finance is the authority in charge of implementing privatization strategy with regard to banking and insurance sector.



Merger regulation vis-à-vis privatisation

Merger regulation was introduced into Albanian legal system with the enactment of Law “On Competition” (the “Act”) on December 7, 1995. The regulatory system requires a pre-merger notification of all transactions within the broad scope and approval by the General Director of Department of Economic Competition (the “Director” and the “Authority”, respectively). Under the Competition law a merger of companies is prohibited when the merger creates a dominant position in the market or when such a position may be created soon after the merger is completed. A merger of companies occurs in the following circumstances: 

· all or major part of the capital of another company is acquired; 

· a company acquires shares of another company and this produces a participation and a controlling interest; 

· two companies entering into a contract where one is obliged to manage its business for the account of the other, transfer all or part of its profits to the other, or assign its business to the other; or 

· at least half of the members of the supervisory board, the management board, or another body appointed to manage the company, are concurrently members of a similar body of  another company (section 4(9)).

However, a merger of companies needs an approval if assets of one of the merging entities have an accounting value of not less than 50 million leke, or if the total assets of the participating companies totally reach the accounting value of at least 200 million leke. The assets shall be evaluated by experts and in conformity with respective values contained in the audited financial statements. 

The merger control applies to merger of companies organized, incorporated and existing under the laws of the Republic of Albania. The law does not regulate public services, including energy, gas and water; telecommunications, railways, aviation or shipping companies, when prices or other contractual terms require government approval, or if their activity extends beyond national borders; transport of passengers when they serve to public interests; and copy right organisations. 

To determine whether a merger creates a dominant position, antimonopoly authority considers the following factors:

· the structure of competition in the important markets for comparison;

· the position of competitors in the market and their financial standing;

· possibilities for the sale of goods and legal ways to get into the market; and 

· technology, economic growth and environmental protection  that merging entities must bring along.  

Pre-merger notification is mandatory for mergers that meet the thresholds. The antimonopoly has to respond to the request for merger approval within three months. Failure of the Authority to decide within three months deems the merger approved. The Authority may postpone the deadline to another three months if it is difficult to examine how the proposed merger may affect the market.

Antitrust Factors in Privatization Transactions

The Government of Albania is committed to a wide range of reforms with regard to privatization. There are some exemptions to the Act (see discussion at above topic).  Privatization of such sectors is to be made by special law. Of course, legal status of such companies and any possible merger, as well as application of the Law shall be determined with special law. 

Role of Securities Agencies

The Act does not provide for a role of security agencies in regulating mergers. 

Other Regulatory Approval Requirements

Several sectors of the economy are given priority for the future economic development. The importance and benefit these sectors provide to the national economy qualifies them as “strategic sectors” and therefore their privatization shall be made by special laws. Energy, mining, gas and oil, post, telecommunications, forests and waters, roads and railways, ports and airports are classified as strategic sectors. 

The other sectors of economy are determined as “non-strategic” sectors. A number of operating companies in such sectors are subject to regulation by other government departments or entities, including merger approval. For example, if operators in telecommunications or banking industries intend to merge, they must follow rules and procedures other than those provided by the Act. To date there are no concurrent provisions for the merger of operating companies in these sectors. The contracts for the merger of these companies must be filed with the Economic Competition Directorate. 

Conclusions

The Albanian Government should undertake its best endeavors to speed up the privatization process, in general, and privatization of strategic sectors in particular such as the Savings Bank, ALBTELECOM SHA, KESH, etc. Privatization will integrate such sectors into market economy ensuring their well running, efficiency and profitability. Competitiveness and productivity of the former state owned enterprises should be the aim of privatization of such sectors being an incentive to overall economic growth and development.  

Most of the companies operating in Albania qualify as small and medium enterprises. Their number of employees is limited and technology quite primitive. Lack of liquidity and difficulties faced to obtain credits does not allow such businesses to grow, develop and modernize their activity. A strong support should be given to Albanian small and medium enterprises by enacting the law on SME, providing tax relief as well as by introducing regulations in the banking sector encouraging and increasing the lending process.  

On the other hand, foreign investments should be encouraged by introducing new policies and support, economic stabilization and improving of the business climate. 

To establish a favorable working environment in which both foreign and domestic investments can thrive, several key components must be considered such as fiscal and monetary initiatives aiming at lowering interest rates, inflation and taxes; measures to stabilize and promote the development of the banking system; policies and support for the benefit of strategic industrial sectors; export programs which include financial backing and insurance; and foreign investment strategies that support the overall goals of a program for development and ending up the transition period. 
In the framework of common measures, the development of a real and expedient 
structural reform package is of critical importance. In order to finally realize this reform, which for all these years remained in the sphere of promises and political speculation, what is needed is a clear, practical and transparent program for its carrying out. 

The state administration has not implemented a consistent, long term strategy for the creation of the appropriate environment to promote economic development, and for the attainment of competitive power and European standards. 

The final expectations of such projects are the creation of a network of support institutions, policies and programs that will make the Albanian economic sector competitive, both domestically and internationally. 

