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ALBANIA

BACKGROUND: Socialist Edi Rama was elected prime minister in June 2013, defeating eight-year conser-
vative incumbent Sali Berisha. As promised, Rama secured European Union candidacy status in June 2014. 
Albania achieved full membership in NATO in April 2009 and continues to make a small contribution to the 
NATO-led mission in Afghanistan. A Strategic Partnership agreement with the U.S. is intended to increase 
cooperation, including improvements in the rule of law. The economy is dominated by agriculture, which 
employs about half of the workforce, and services, including tourism.

A lbania’s transition to a more open and flexible economic 
system has been facilitated by substantial restructuring 

over the past decade. The country has made considerable 
progress in income growth and poverty reduction. A competi-
tive trade regime supported by a relatively efficient regulatory 
framework has encouraged the development of a growing 
entrepreneurial sector.

Albania continues on a path of gradual economic recovery, 
confronting challenging external conditions, but more reform is 
needed to ensure the growth of economic freedom and encour-
age vibrant economic development. The judicial system remains 
inefficient and vulnerable to political interference, and corrup-
tion is still perceived as widespread. Expansionary government 
spending has led to budget deficits and growing public debt in 
recent years, but the deficits have been narrowing.

NOTABLE SUCCESSES:
Trade Freedom, Tax Policy, and 

Monetary Stability

CONCERNS:
Judicial Effectiveness, Government 

Integrity, and Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

–0.8

POPULATION: 
2.8 million

GDP (PPP): 
$32.7 billion
2.6% growth in 2015
5-year compound 
annual growth 1.9%
$11,300 per capita

UNEMPLOYMENT: 
17.3%

INFLATION (CPI): 
1.9%

FDI INFLOW: 
$1.0 billion

PUBLIC DEBT: 
71.9% of GDP
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Development of property legislation has been 
piecemeal and uncoordinated. Real estate registration 
procedures are cumbersome. The judiciary, although 
constitutionally independent, is subject to political 
pressure and intimidation and has limited resources. 
A 2015 law bars convicted criminals from holding 
public office, but public administration continues to be 
plagued by inefficiency, incompetence, and wide-
spread corruption.

The top individual income tax rate is 23 percent, 
and the top corporate tax rate is 15 percent. Other 
taxes include a value-added tax and an inheritance 
tax. The overall tax burden equals 23.6 percent of total 
domestic income. Government spending has amounted 
to 30.3 percent of total output (GDP) over the past 
three years, and budget deficits have averaged 4.9 
percent of GDP. Public debt is equivalent to 71.9 
percent of GDP.

Business start-up procedures have become less 
costly, and there is no longer a minimum capital 
requirement for setting up a company. Labor demand 
in the formal economy, which has a high level of 
self-employment, is significantly influenced by the pub-
lic sector. The government is on course to phase out 
many subsidies and price controls for electricity, water, 
agricultural products, and railroad transportation.

Trade is important to Albania’s economy; the 
value of exports and imports taken together equals 
71 percent of GDP. The average applied tariff rate is 1.1 
percent, and bureaucratic barriers deter international 
trade and investment. Most banks are foreign-owned. 
The banking system has benefited from increased 
competition and remains stable, but the number of 
nonperforming loans hinders credit growth.
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