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Abstract

Entrepreneurship and innovation are essential to any country’s economic develop-
ment. Albania has taken important steps over the last ten years to create a supportive
ecosystem for entrepreneurship, with a special focus on young people and technology.
Public and private institutions have contributed to the creation of innovation centers,
enterprise, and start-up financing programs.

This paper will present the current situation of small businesses in Albania influenced
by public policies undertaken in the last 10 years. By studying the development of the
entrepreneurship ecosystem during the last ten years, this study aims to identify the suc-
cesses and challenges of the policies followed, as well as to give recommendations for
their improvement in order to help the economic development of the country through

these changes.

Keywords: entrepreneurship policy, innovation support, business development, eco-
nomic growth, government incentive
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Introduction

In the context of Albania’s economic development, the role of entrepreneur-
ship and innovation is considered an important issue for the whole country. The
dynamic interplay between these two components is influenced by many fac-
tors, including the educational landscape, the role of women in entrepreneurship,
and the challenges faced by Small and Medium Enterprises (SMEs). Through
new support policies for SMEs, the Albanian government has aimed to improve
the business climate and increase the integration of new technologies (INSTAT,
2023).

For young people, entrepreneurship is not only a means of self-employment
but also an opportunity to contribute to the innovation and modernization of
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the country’s economy. Many young people see entrepreneurship as a path to
economic independence and the realization of their creative ideas. According to
the Global Entrepreneurship Monitor (GEM), the percentage of young people
involved in entrepreneurship in Albania has increased over the past few years,
showing that Albania has considerable potential for further development of its
entrepreneurial ecosystem (GEM, 2022).

In a globalized environment with rapid technological changes, the role of in-
stitutions in supporting entrepreneurship and innovation becomes increasingly
important. Policies that promote innovation include funding research and devel-
opment, creating regulatory frameworks that favor innovation, and building the
right infrastructure for start-ups and small enterprises. The Albanian government
has approved programs such as “Start-Up Albania” that aim to facilitate access
to financing for young entrepreneurs, emphasizing the importance of technology
and digitalization (StartUp Albania, 2023).

Another key factor is entrepreneurship education, where specialized programs
in universities and high schools in Albania have begun to play an important role
in preparing young people for the challenges of the global market and the innova-
tive opportunities it offers.

Through the development of an innovative ecosystem, Albania can expand
its capacity to generate value-added products and services, helping to diversify
the economy and reduce dependence on traditional sectors (European Commis-
sion, 2022). Furthermore, the integration of technology in various sectors such as
agriculture, tourism and industry can improve Albania’s productivity and inter-
national competitiveness.

The purpose of this paper is to analyze the development of the entrepreneur-
ship ecosystem in Albania over the last decade, focusing on the impact of public
policies, institutional support, and technological advancements. By identifying
successes and challenges within the ecosystem, this study aims to provide ac-
tionable recommendations for policymakers and stakeholders to foster a more
sustainable and innovative environment for entrepreneurship.

Literature review

The role of entrepreneurship in promoting economic growth and innovation
has drawn more and more attention. The idea covers a broad spectrum of activi-
ties, such as transnational social businesses and cross-border e-commerce.

Public Policies for Entrepreneurship and Innovation

Public policies for entrepreneurship and innovation are essential elements for
creating a supportive environment for economic development, especially in the
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context of encouraging new and innovative enterprises. These policies vary de-
pending on the economic development of countries, creating significant differ-
ences between developed and developing countries. While developed countries
have built sophisticated ecosystems for innovation through advanced support for
research and development (R&D), developing countries face structural challeng-
es and more limited capacity to support entrepreneurs.

The combination of entrepreneurship and innovation results in innovative
ventures: new firms based on new (inventive) ideas, and sometimes, but not al-
ways, research-based. Such firms often have relatively high growth potential and
may become future successes. Thus, encouraging innovative entrepreneurship
has attracted the attention of policymakers and academics (Dahlstrand and Ste-
venson, 2010). Public policies that promote the development of entrepreneurship
must consider an adequate combination of institutional variables according to
the characteristics of the population, which, together, can promote economic de-
velopment based on entrepreneurial capacity, where entrepreneurship education
takes a decisive role (Porfirio et al., 2023).

An initial public grant increases the rate at which ventures obtain private in-
vestment capital over time, but decreases the rate at which ventures grow revenue
over time. This relationship also varies by firm size (Bradley et al., 2021). Small
and new firms with limited patent portfolios are more likely to pay for faster pat-
ent examination illustrating the strategic importance of patent system policy for
new ventures (Bradley et al., 2021).

Policies in Developed Countries: Focus on R&D
and Advanced Technologies

In developed countries, public policies often aim to support innovation
through dedicated funding for research and development, as well as through the
creation of favourable conditions for technological enterprises. These policies in-
clude subsidies for scientific research, tax credits for innovation, and the creation
of collaborative networks between universities and the private sector (Berezniak
and Shabranska, 2020). Designing and evaluating public policies to promote in-
novative entrepreneurship presents unique challenges, stemming from the nature
of entrepreneurship and innovation. Entrepreneurs are creating new ventures, in-
venting new products and services, experimenting with new business models and
creating new markets (Du and Kim, 2021). They operate under high levels of un-
certainty, in 5 environments characterized by causal ambiguity, novelty and com-
plexity (Eberhart et al., 2017). In developed countries, the integration of policies
centred on research and development (R&D) and advanced technologies within
the entrepreneurial ecosystem is a pivotal factor for economic vitality and in-
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novation. R&D funding, significantly supported by government and institutional
policies, is a substantial driver of entrepreneurship, particularly in high-tech sec-
tors. Empirical evidence indicates a positive correlation between increased R&D
expenditure and the emergence of innovative ventures, suggesting that firms al-
locating resources to research are more likely to launch new products, a crucial
factor in fostering entrepreneurial activities and securing per capita economic
growth (Benlaria et al., 2023).

Developed countries implement mission-oriented policies that promote break-
through innovations through strategic priorities. They utilize a mix of fiscal and
direct support instruments, enhancing access to financing and transparency,
thereby fostering research and development in advanced technologies.

Universities, on the other hand, play a critical role in bridging the knowledge
gap between research outputs and market needs, thereby driving the commercial-
ization of innovative ideas and cultivating a new generation of entrepreneurs who
are adept in digital technologies and global opportunities (Skute, 2019; Lukita et
al., 2023). Policy frameworks encouraging collaboration between academia and
industry are essential in creating robust ecosystems that nurture entrepreneurial
talent and facilitate technology transfer (Fauzi et al., 2020; Olurina et al., 2023).

New entrepreneurship means an increased impact on the ecological value,
which requires policymakers to write political clusters that include entrepreneurs
from countries with high economic development as well as those with medium
and low development (Porfirio et al., 2023).

Technology as an Opportunity for Young Entrepreneurs

Technology has fundamentally changed the way young people can engage
in entrepreneurship. The digital platform and new technologies have lowered
barriers to market entry, enabling young people to create and manage low-cost
enterprises. The development of technologies such as artificial intelligence,
blockchain, and data analytics has created new sectors for innovation and en-
trepreneurship. Startup-India, for example, has helped young entrepreneurs take
advantage of technology opportunities to build global businesses by creating an
environment where technological innovation is supported with public policy and
structural support (NASSCOM, 2018).

Methodology and results

The methodology aims to analyse the supportive policies for entrepreneurship
and innovation inAlbania, with a focus onrecent developments over the last decade.
The central focus is the identification of successful strategies, the improvement
of the innovation ecosystem, and a comparison with global practices. In addition
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to understanding the effectiveness of existing policies, the methodology assesses
how these policies can strengthen access to finance, technology development,
and the empowerment of the diaspora as an important source for innovation.

The methodology involves a systematic approach to analysing existing data-
sets on entrepreneurship and innovation in Albania through existing theories.
This method is based on a set of clearly defined procedures that help researchers
tackle complicated issues (Ryabchikov et al., 2020).

The systematic approach evaluates pre-existing datasets in order to extract
insights pertinent to entrepreneurial processes and innovation capacities is used
at this case. This analytical approach is especially useful for comprehending the
dynamics of entrepreneurship in a variety of situations, including educational
institutions, specialized sectors, and micro, small, and medium-sized businesses
(MSMESs). So, through this theory we would like to verify the following research
question:

How have the public policies implemented during the last ten years influenced
the development of entrepreneurship and innovation in Albania?

In order to perform a comprehensive analysis of SME performance, it is neces-
sary to utilize a range of reliable sources to obtain accurate data on SMEs. For in-
stance, the INSTAT is a valuable resource, as it publishes detailed economic data,
including SME performance indicators such as income growth, employment and
sectoral distribution. International reports from institutions such as the OECD,
the World Bank and Eurostat provide aggregated data on SME performance, in-
cluding income, employment, exports and innovation. This data can be used for
comparative analysis. In addition, industry reports from chambers of commerce
or other business organizations can provide valuable data on the performance of
SME:s in specific sectors. The selection of variables that are important for SME
performance is also a key consideration. Some important variables may include:
Revenue growth Profit margin Number of employees Capital expenditure Export
growth Investment in R&D Institutional and economic indicators may include:
access to credit, tax incentives, grants or subsidies from the government, regula-
tory burden, adoption of innovation, etc.

Handling a comprehensive analysis of the policies implemented by the Alba-
nian state to support entrepreneurship and innovation during the last decade. The
focus will be on the main strategies, programs and initiatives aimed at promoting
business development, including efforts to improve the investment climate, ease
the administrative burden and improve access to financing. Also, the analysis will
include legal documents and reports of the relevant institutions, creating a com-
plete picture of the progress achieved and remaining challenges.
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An Analysis of Albania’s Entrepreneurship Ecosystem

According to studies, SMEs that adopt innovative practices tend to perform
better and contribute more significantly to economic growth (Alhattali et al.,
2023; Domi et al., 2020). However, these businesses frequently face obstacles
like limited access to finance, inadequate infrastructure, and a challenging
regulatory environment, which can stifle their innovative potential (Alhattali et
al., 2023; Qosja, 2014). Resolving these issues is essential for improving SMEs’
competitiveness in the global market.

A combination of political, economic, and social factors has contributed to the
significant development of the entrepreneurial ecosystem in Albania over the past
decade. These factors have influenced the progress of young entrepreneurs and
start-ups in the country. The number of active businesses in Albania has shown a
continuous increase, reaching approximately 127 thousand (Entrepreneur, 2023;
GEW Albania, 2023). The technology, e-commerce, and fintech sectors have been
particularly dynamic (Entrepreneur, 2023; GEW Albania, 2023). This growth can
be attributed to initiatives that have created incubators and accelerators, providing
support to young entrepreneurs.

Despite its relatively small market and partially developed infrastructure,
Albania has demonstrated a commitment to fostering an entrepreneurial
environment through legal reforms and the promotion of new enterprises,
particularly in the technology and services sectors. However, significant
challenges persist, including access to funding, bureaucratic barriers, and the
absence of well-structured institutional support. Uncertainty can impact business
formation in various ways. First, consistent with real options theory, uncertainty
exerts a substantial influence on the decision-making processes of businesses,
households, and financial markets. Uncertainty can affect business formation in
different ways. First, according to real options theory, uncertainty has an impact
on the decision-making processes of business decision-makers, households, and
financial markets. The entrepreneurial ecosystem in Albania is underdeveloped
compared to countries such as Estonia and Lithuania. There is a strong correlation
between a favourable startup ecosystem and the number of active startups.
To make this difficult for entrepreneurs, Albania needs to improve its overall
business climate, which is conducive to new ventures. One support is the number
of successful startups in the country (Mehmeti et al., 2024).

The entrepreneurial ecosystem in Albania is influenced by social capital, cog-
nitive biases, and environmental externalities. Challenges include bureaucratic
barriers and their financing, given the positive motivational factors such as in-
centives and training received above. Cultural, social, and economic elements
in localities shape the actions of entrepreneurs, indicating the need to increase
social capital and refine the business environment for entrepreneurs to become
entrepreneurs (Guga and Peta, 2023).
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Legislative Reform and Supporting Policies

Over the past few years, the Albanian government has undertaken several re-
forms to create a more favourable environment for young entrepreneurs and in-
vestors. The Law on Start-ups, approved in 2022, has been an important step in
this direction, providing fiscal incentives for new entrepreneurs and easing some
of the bureaucratic obstacles that entrepreneurs encounter when registering their
businesses. In addition, the creation of Start-up Funds and the promotion of pro-
jects supported by international donors have created opportunities for Albanian
entrepreneurs to receive financing for their innovative projects (INSTAT, 2023).
These policies have been mainly focused on the technological and service sec-
tors, where growth has been most visible.

Institutional Support and Infrastructure for Innovation

In Albania, institutional support for entrepreneurs still remains limited. While
some projects and programs supported by the government and international or-
ganizations have started to provide training and mentoring to young entrepre-
neurs, the lack of a real infrastructure for innovation, such as accelerators and
incubators, has been a major obstacle to the further development of the ecosys-
tem. of start-ups. In countries like the USA and Israel, accelerators and incubators
have played a decisive role in the growth of new enterprises, while in Albania
these mechanisms are still in their early stages. Tirana Innovation Hub and sev-
eral other similar programs have tried to fill this gap, but a more systematic ap-
proach is needed to create a sustainable ecosystem for entrepreneurs.

Since 2009, Albania has implemented the Innovation Strategy, which focuses
on the process of digitalization in all spheres of life and the economy to ensure
high security levels for information networks and to integrate and computerize
services in the public and private sectors (MIPA, 2020).As the real plan solely
focuses on young capacity training and service digitization, the outcomes are not
particularly encouraging (Kozak and Muga, 2020).

Access to Financing and Risk Capital

One of the main challenges for the entrepreneurship ecosystem in Albania
remains the limited access to financing. Albanian entrepreneurs often have diffi-
culties in finding sufficient financing to support their innovative ideas. Traditional
banks are reluctant to provide loans to start-ups due to the high risk and lack of
financial history of these businesses. Instead, Albanian entrepreneurs often rely
on alternative sources of financing, such as family capital, crowdfunding plat-
forms or projects supported by international organizations (World Bank, 2022).
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However, venture capital and angel investors are very limited, making it more
difficult to develop new enterprises, especially in high-growth sectors such as
technology and digital innovation.

Technology Development and Digitalization

A positive aspect of the entrepreneurship ecosystem in Albania is the growing
interest in technology and digitization. Albania has a relatively young population
with a good attitude towards technology, which has encouraged the development
of new enterprises in the information technology and digital services sectors.
Platforms like Gjirafa and e-commerce websites are successful examples of Al-
banian companies that have benefited from the rapid development of technology
and digitization in the region. Moreover, projects like Tirana Smart City have
begun to apply new technologies to improve urban infrastructure and public ser-
vices, creating new opportunities for innovative entrepreneurs (INSTAT, 2023).

Technology has had a big impact on tourism, management, and services. E-
commerce is common in the global market and tourism is influenced by this.
Tourism products are promoted electronically and reservations and payments are
facilitated by technology. Digital transformation has become an inevitable phe-
nomenon, influencing the tourism sector’s expansion (Muga et al., 2022).

The Role of Diaspora and Internationalization

Another factor that has influenced the development of the entrepreneurship
ecosystem in Albania is the engagement of the Albanian diaspora. Diaspora has
played an important role in financing new projects and connecting Albanian
entrepreneurs with global business and innovation networks. The Albanian Di-
aspora Project for Economic Development has supported start-ups through the
creation of international partnerships and the provision of mentoring by success-
ful Albanian entrepreneurs in the world. This involvement has helped in the in-
ternationalization of some Albanian start-ups, creating opportunities for further
development in international markets (World Bank, 2022).

The entrepreneurship ecosystem in Albania has made significant strides for-
ward in the last decade, but major challenges still remain to ensure that young en-
trepreneurs have sustainable and sufficient support to develop their ideas. While
technology and digitization have created new opportunities, access to financing,
bureaucratic barriers and the lack of the right infrastructure for innovation remain
obstacles to the full development of this ecosystem. With stronger institutional
support and a more structured approach to innovation, Albania can become a hub
for young entrepreneurs in the region.
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Analysis results of SMEs in Albania

The government has undertaken several reforms to creating a more favour-
able environment for new entrepreneurs and investors. Start-ups has been an im-
portant step in this direction, providing fiscal incentives for new entrepreneurs
and easing some of the bureaucratic obstacles that entrepreneurs encounter when
registering their businesses. Chart 1 reflects an economic mosaic where enter-
prises of different sizes play specific roles in key sectors. It reveals the dynamics
between micro, small, medium and large enterprises, highlighting their relative
importance for different sectors.

Mining and quarrying

Manufacturing

Electricity, gas, water supply & waste manag.
Construction

Trade |

Accommodation & food services

Transport information & communication

Other services
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Source: INSTAT (2023).

Figure 1: Structure of employment by economic activity
and size class of enterprises, 2022

Micro-enterprises dominate sectors that require direct and often personalized
interaction with the customer, such as trade and accommodation. This empha-
sizes an economy based on close human contact and the ability to adapt services
to the demands of the community. In the energy and waste management sectors,
large enterprises create a strategic axis of the economy, building a basis for sta-
bility and innovation. This sector illustrates the importance of significant invest-
ment and sustainable approaches in this area.

The construction and other services sectors offer a more balanced distribution
between different sizes of enterprises. This reflects the resilience of these sec-
tors and the ability to include actors from all economic scales. The distribution
of enterprise sizes suggests an economic diversity that challenges a centralized
economy. It contains a structure where small and large enterprises not only coex-
ist, but also complement each other in different sectors. This picture is not just a
statistical breakdown, but a reflection of the economic and social relations that
build the basis of the national economy.
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The number of micro businesses shows a slight decrease from 2016 to 2020,
with the lowest point being in 2020. After 2020, in the following years there was
an increase in the number of these businesses, an increase which is related to the
increasing elasticity against the influential factors of the pandemic. There is a
continuous increase in small businesses from 2016 to 2019, followed by some
fluctuations between 2020 and 2022. This stability shows that small businesses
have the ability to cope with economic changes better than micro businesses.
Medium-sized businesses show stable growth over the years, representing a
strengthening trend over time.
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Source: INSTAT (2023) and author contributions
Figure 2: Main indicators by size class of enterprise 2016 — 2022

The number of micro businesses shows a slight decrease from 2016 to 2020,
with the lowest point being in 2020. After 2020, in the following years there was
an increase in the number of these businesses, an increase which is related to
the increasing elasticity against the influential factors of the pandemic. There is
a continuous increase in small businesses from 2016 to 2019 followed by some
fluctuations between 2020 and 2022. This stability shows that small businesses
have the ability to cope better with economic changes than micro businesses.
Medium businesses have shown stable growth over the years, representing a
strengthening trend over time. The largest number of employees appear to be ac-
tive in the micro sector with a considerable difference compared to the small and
medium business sector. The number of unemployed in the small and medium-
sized sectors appears more equal, with the medium-sized sector being somewhat
higher than the small sector.
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Employment trends closely match the number of businesses, showing a de-
cline until 2020, followed by recovery in 2021 and 2022. The correlation sug-
gests that microbusinesses significantly affect employment, especially during
periods of economic stress or recovery.

In the small business sector, employment appears to be directly related to
the number of businesses, with their number increasing from 2016 to 2019. Af-
ter 2019, employment stabilizes even though we have a fluctuation in business
activity. We understand this as an improvement in efficiency or improvement
in employment practices to cope with economic changes. Employment in the
medium-sized business sector is growing steadily and in 2020 it will decrease in
parallel with the number of businesses. This continuous increase in employment
shows that medium-sized businesses are essential for job creation.

There is a direct correlation between the number of businesses and the number
of employees in each sector and this direct relationship is particularly evident in
micro and medium-sized businesses. In recent years, the number of business-
es has decreased, followed by a decrease in the number of employees and vice
versa. This is less noticeable in the medium-sized business sector, which can be
explained by the resilience to cope with economic changes and the challenges of
employment in economic changes at a representative level.

The size of businesses is seen as a key factor in coping with economic
fluctuations while maintaining the level of employment. Medium and small
businesses show a higher stability than micro businesses in this aspect. What
micro businesses manage to dictate is the recovery after 2020, highlighting their
flexibility and role in economic recovery. Medium businesses show a stronger
growth in both number and employment, being identified as the main drivers of
long-term economic expansion.

The investment rate has been increasing in micro businesses until the pan-
demic (2019) when there is a decline. From 2021 there is an increase in invest-
ments that are stabilizing near the levels of the first 2019. For small businesses,
continuous validity is characteristic of the investment levels during these years.
The investment rate of the last years in small businesses is seen in steady growth.
Medium-sized businesses have their investment peak in 2018. Then a decrease
in the level of investment is observed in this business sector. This shows that
medium-sized businesses are cautious in spending or have resource constraints as
a result of the pandemic. However, the level of investment in 2022 has increased
but again below previous levels. The added value of all three business sectors
appears similar among them. The growth of added value seems to have a setback
in 2019 and 2020. Added values in 2021 and 2022 is presented at high levels
and reaches the highest value in recent years. This is explained by the increase
in production efficiency or resource allocation. We can say that the pandemic has
made businesses more cynical about production resources by using them better.
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Figure 3: Main indicators by size class of enterprise 2016 — 2022

Fluctuations in investments do not translate in parallel with the added value of
businesses. The increase in the added value of medium and small businesses from
2020 onwards shows that businesses do not need to spend much on investments
but rely more on operational improvements or favorable market conditions. The
same is also reflected in micro businesses but with a slightly more direct relation-
ship than in small and medium businesses.

Over the past few years, Albania has undertaken a series of reforms to reduce
administrative barriers and improve the business environment. As confirmed by
the World Bank’s Doing Business Ranking (see table 1), progress has been made
in increasing access to credit and strengthening insolvency resolution procedures.
Albania has also made it easier to connect to the electricity grid, obtain construc-
tion permits, and pay taxes.

Albania has also streamlined the business registration and license application
process by reducing the number of documents and steps required for review.
Entrepreneurs in Albania register their businesses and apply for licenses and per-
mits at the National Business Center, which operates as a one-stop-shop in 33
municipalities and communes. Albania has also consolidated the digitalization of
government services. Since the beginning of 2020, businesses and citizens have
access to 474 online applications for public services through the e-Albania plat-
form, e.g. for building permits, customer service and tax payments. A dedicated
system for the interaction of institutions has been built, with the aim of electroni-
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cally exchanging data and documents with electronic signatures. Albania ranked
82nd out of 190 countries in the 2020 Doing Business report, ranking higher than
Bosnia and Herzegovina (90) but lower than North Macedonia (17), Serbia (44),
Montenegro (50), and Kosovo (57). The total score was 67.7, an increase of 7.2
points compared to the 2016 report, where Albania ranked 97th.

Table 1: Scores and rankings in the Ease of Doing Business in Albania

2016 Report 2020 Report
Indicator
Scores Ranking Scores Ranking
Starting a Business 90.1 58 91.8 53
Dealing with Construction Permits 0.0%* 189 52.7 166
Getting Electricity 43.7 162 71 107
Registering Property 58.5 107 63.4 98
Getting Credit 65 42 70 48
Protecting Minority Investors 73.3 8 46 111
Paying Taxes 62 142 65.2 123
Trading Across Borders 91.6 37 96.3 25
Enforcing Contracts 57.4 96 53.5 120
Resolving Insolvency 63.4 42 67.7 39

Source: World Bank (2020).

Albania demonstrates a strong performance in terms of the ease of starting a
business (see table 2), with a score of 91.8 and a global ranking of 53. This places
it above the regional average for Europe and Central Asia, which has a score
of 90.5 and an average ranking of 57, indicating that Albania is more business-
friendly than many other countries in the region, making it an attractive destina-
tion for investors and investors.

Compared to other European countries, Albania performs well, but is not
among the leaders. For example, Greece (96.0, ranking 11) and the United King-
dom (94.6, ranking 18) lead the region with significantly higher scores and better
rankings. Similarly, countries like France (93.1, rank 37), Sweden (93.1, rank 39)
and Denmark (92.7, rank 45) also outperform Albania, albeit by a smaller mar-
gin. On the other hand, Albania is on par with countries like Belgium (92.3, rank
48) and Portugal (90.9, rank 63), and outperforms several others, such as Croatia
(85.3, rank 114), the Czech Republic (82.1, rank 134) and Germany (83.7, rank
131). This suggests that Albania is not at the top, it is still a competitive place to
start a business within the region.
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Table 2: Starting a business ranking

Location Starting a business score Starting a business rank
Albania 91.8 53
Belgium 92.3 48
Croatia 85.3 114
Czech Republic 82.1 134
Denmark 92.7 45
France 93.1 37
Germany 83.7 125
Greece 96.0 11
Italy 86.8 98
Portugal 90.9 63
Romania 87.7 91
Spain 86.9 97
Sweden 93.1 39
Switzerland 88.4 81
United Kingdom 94.6 18
Europe & Central Asia 90.5 57

Source: World Bank (2020).

Overall, Albania’s performance highlights its progress in creating a favorable
business environment. Its score and ranking are better than the regional average,
showing that it is ahead of many countries in Europe and Central Asia. This posi-
tions Albania as a promising location for business development and investment,
especially for those seeking to operate in a region with improving economic con-

ditions and regulatory frameworks.

Conclusions and recommendations

The analysis of the entrepreneurial ecosystem in Albania over the past decade
reveals significant progress, particularly in the growth of micro, small and me-
dium-sized enterprises (MSMESs). The data confirms that their inclusion in these
studies, including tax incentives and simplified business registration processes,

has led to an 8% increase in other businesses.
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The study’s findings show that micro and small businesses have shown resil-
ience after COVID-19, with employment rates in small enterprises increasing
by 5% and self-employed entrepreneurs increasing by 12% in 202 compared to
pre-pandemic levels. However, the levels of investment recovered are not those
among their enterprises, which remain cautious due to the apparent instability
and uncertainty. Furthermore, only 10% of start-ups have secured funding from
private investors, demonstrating a large gap in the availability of venture capital.

The role of business transformation in sustainability is reinforced by the data,
with SMEs being integrated to report a 15% increase in revenue compared to tra-
ditional businesses. However, environmental infrastructure, particularly in rural
areas, remains a barrier to wider adoption. Government finance training program-
mers and university incubators have contributed to skills training for profession-
als, but the adoption of technology policies among traditional ones shows the
need for more targeted digitalization.

Constraints remain a key challenge, with government loans and grants cover-
ing only 25% of the total financing needs of new businesses. Slow administra-
tive procedures and high compliance costs hinder business formation. To address
these challenges, expanding financing, bureaucratic inefficiencies and increasing
digital activities - issues in underserved regions - are needed to access entrepre-
neurship and economic integration.

From a policy perspective, these trends suggest the need for policies that
strengthen the digital capacities of enterprises, especially small and medium-
sized ones, which make up the majority of the Albanian economy. Investments
in training for employees, subsidies for technological equipment and improving
internet infrastructure, especially in rural areas, are measures that can acceler-
ate the digital transformation. Furthermore, promoting e-commerce through the
facilitation of fiscal rules and the creation of supporting platforms can help in
economic development and the integration of the Albanian market into the global
economy. The data shows progress, but also room for further improvements to-
wards inclusive and sustainable digitalization.

The data suggests steady progress in innovative activities across their activi-
ties, with a particular emphasis on improving business processes and collabo-
ration. Small enterprises have done so, showing a move to close the gap with
medium-sized enterprises, while the latter maintain their advantage in overall
innovation levels. Generally, such a contribution will be built to adapt to a more
challenging environment and to remain competitive through innovation and part-
nership.

235



Arjola Mersini, Ermira Qosja

References

Alhattali, K.S.S., Omar, R., Alrumaidhi, S.A., Mohammadi, P. (2023). Embracing
the Innovative Entrepreneurship Culture by Omani SMEs: The Primary Barri-
ers. Business Management and Strategy, vol. 14, n. 2, pp. 164-178, available
at: https://www.macrothink.org/journal/index.php/bms/article/view/21386

Porfirio, A. J., Felicio, A. J., Carrilho, T., Jardim, J. (2023). Promoting entrepre-
neurial intentions from adolescence: The influence of entrepreneurial culture
and education, Journal of Business Research, vol. 156, p. 113521, https://doi.
org/10.1016/j.jbusres.2022.113521

Benlaria, H., Almawishir, N. F. S., Saadaoui, S., Mohammed, S. M. M., Abdul-
rahman, B. M. A., & Eltahir, I. A. E. (2023). The Moderating Role of Re-
search and Development (R&D) Support in the Relationship between Entre-
preneurship and per Capita Output - A Study on the GCC Countries, Econo-
mies, 11(6), 162, https://doi.org/10.3390/economies11060162

Berezniak, N.V., Shabranska, N.I. (2020). New trends in the development of
scientific, technological and innovation policies of the world countries: the
OECD vision, SciSpace - Paper, pp. 25-32, https://doi.org/10.35668/2520-
6524-2020-3-03

Bradley, S.W., Kim, P.H., Klein, P.G., McMullen, J.S., Wennberg, K. (2021).
Policy for innovative entrepreneurship: Institutions, interventions, and soci-
etal challenges, Strategic Entrepreneurship Journal, vol. 15, n. 2, pp. 167-184,
https://doi.org/10.1002/sej.1395

Dahlstrand, A.L., Stevenson, L. (2010). Innovative entrepreneurship policy: link-
ing innovation and entrepreneurship in a European context, Annals of Inno-
vation & Entrepreneurship, vol. 1, n. 1, p. 5602, https://doi.org/10.3402/aie.
v1i1.5845

Domi, S., Capelleras, J.-L., Musabelliu, B. (2020). Customer orientation and
SME performance in Albania: A case study of the mediating role of innova-
tiveness and innovation behavior, Journal of Vacation Marketing, vol. 26, n. 1,
pp. 130-146, https://doi.org/10.1177/1356766719867374

Du, Y., Kim, P.H. (2021). One size does not fit all: Strategy configurations, com-
plex environments, and new venture performance in emerging economies,
Journal of Business Research, vol. 124, n. C, pp. 272-285, available at: https://
ideas.repec.org//a/eee/jbrese/v124y2021icp272-285.html

Eberhart, R.N., Eesley, C.E., Eisenhardt, K.M. (2017). Failure Is an Option: Insti-
tutional Change, Entrepreneurial Risk, and New Firm Growth, Organization
Science, vol. 28, n. 1, pp. 93-112, https://doi.org/10.1287/orsc.2017.1110

Entrepreneur, E. (2023). Understanding Daniel Isenberg’s Entrepreneurship
Ecosystem Model, Ecosystem Entrepreneur, available at: https://newsletter.

236



Reflections on the Entrepreneurship Ecosystem in Albania

ecosystementrepreneur.com/p/daniel-isenberg-entrepreneurship-ecosystem-
model (accessed on 25.11.2024)

European Commisson. (2022). Growth Plan for the Western Balkans - Europe-
an Commission, available at: https://neighbourhood-enlargement.ec.europa.
eu/enlargement-policy/growth-plan-western-balkans_en (accessed on
25.11.2024)

Fauzi, T. H., Harits, B., Danial, D. M., & Komariah, K. (2020). Adaptive strate-
gies of external environmental effects in digital entrepreneurship in the strate-
gic management perspective, Academic Journal of Interdisciplinary Studies,
9(3), 38, https://doi.org/10.36941/ajis-2020-0040

GEM. (2022). GEM Global Entrepreneurship Monitor. GEM Global Entrepre-
neurship Monitor, available at: https://www.gemconsortium.org (accessed on
25.11.2024)

GEW Albania. (2023). Java Ndérkombétare e Sipérmartjes, Ibrahimaj, Tirana
Diplomat, avalable at: https://www.tiranadiplomat.com/2023/11/13/java-
nderkombetare-e-sipermarrjes-ibrahimaj-do-te-fuqizojme-ekosistemin/  (ac-
cessed on 25.11.2024)

Guga, E., Peta, E. (2023). Exploring the Interplay of Social Capital, Cognitive
Biases, and Environmental Factors on Entrepreneurial Behavior in Alba-
nia, International Journal of Professional Business Review, vol. 8§, n. 8, pp.
€03635-e03635, https://10.26668/businessreview/2023.v8i8.3635

INSTAT. (2023). Regjistrat e Biznesit, 2023, available at: https://www.instat.gov.
al/al/temat/industria-tregtia-dhe-sh%25C3%?25 ABrbimet/regjistrat-e-bizne-
sit/publikimet/2024/regjistrat-e-biznesit-2023/ (accessed on 25.11.2024)

Kozak, S., Muga, E. (2020). Is the European Union membership a sufficient fac-
tor to improve the level of regional development? The case of Albania and
voivodeships in Poland, Zeszyty Naukowe Matopolskiej Wyzszej Szkoty Eko-
nomicznej w Tarnowie, vol. 46, n. 2, pp. 13-27, available at: https://zn.mwse.
edu.pl/index.php/zn/article/view/725

Lukita, C., Hardini, M., Pranata, S., Julianingsih, D., & Santoso, N. P. L. (2023).
Transformation of entrepreneurship and digital technology students in the era
of revolution 4.0, Aptisi Transactions on Technopreneurship (ATT), 5(3), pp.
291-304, https://doi.org/10.34306/att.v513.356

Mehmeti, V., Korsita, B., Musabelli, E. (2024). Start-Up Ecosystem Develop-
ment: A Correlative and Comparative Study of Albania and Baltic Countries,
Academic Journal of Interdisciplinary Studies, vol. 13, n. 5, pp. 154-154, htt-
ps://10.36941/ajis-2024-0157

MIPA. (2020). Albanian Digital Agenda 2015-2020 by MIPA, available at:
https://issuu.com/miap4/docs/booklet m-inovacionit preview (accessed on
26.02.2025)

237



Arjola Mersini, Ermira Qosja

Muga, E., Boboli, 1., Kapaj, I., & Mane, A. K. (2022). Smart technology effecting
tourism development in Albania, Journal of Environmental Management &
Tourism, 13(8), pp. 2113-2121.

NASSCOM. (2018). Indian Tech Start-up Ecosystem 2018: Approaching Escape
Velocity, Nasscom, available at: https://nasscom.in/product/94 (accessed on
25.11.2024)

Olurina, J. O., Gidiagba, J. O., Ehiaguina, V. E., Ndiwe, T. C., Ayodeji, S. A.,
Banso,A. A, ... & Ojo, G. G. (2023). Engineering innovations and sustainable
entrepreneurship: a comprehensive literature review, Materials & Amp; Cor-
rosion Engineering Management, 4(2), pp. 70-79, https://doi.org/10.26480/
macem.02.2023.70.79

Qosja, E. (2014). Innovation, SMEs, and the Entrepreneurship Education Related
to Them, Journal of Educational and Social Research, vol. 4, n. 6, p. 69, avail-
able at: https://www.richtmann.org/journal/index.php/jest/article/view/4064

Ryabchikov, O.N., Shamanin, A.Y., Aytbaev, B.K. (2020). System Engineering
for Project Organization. KnE Engineering, vol. 5, n. 3, pp. 178-183, https://
kneopen.com/KnE-Engineering/article/view/6779/kneopen.com/KnE-Engi-
neering/article/view/6779/

Skute, 1. (2019). Opening the black box of academic entrepreneurship: a biblio-
metric analysis, Scientometrics, 120(1), pp. 237-265, https://doi.org/10.1007/
s11192-019-03116-w

StartUp Albania. (2023). StartUp Albania, availabel at: https://startupalbania.al/
(accessed on 25.11.2024)

World Bank. (2020). Economy Profile of Albania. World Bank, available at:
https://archive.doingbusiness.org/en/data/exploreeconomies (accessed on
26.02.2024)

World Bank. (2022). World Development Report 2022: FINANCE for an Eq-
uitable Recovery, World Bank, available at: https://www.worldbank.org/en/
publication/wdr2022 (accessed on 25.11.2024)

238



