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Abstract

This paper consists of three factors, namely: Good Governance, Business Climate and Corruption. 
How they affect the development product of Albania, not only as a concept, and a principle but 
mostly as a sensitive aspect in the integration process. There are some interpretations of this concept, 
but I intend to analyze the key factors and actors, their cooperation and concrete production in 
society. Improving governance is necessary to have an integrated long term strategy based upon a 
continuous cooperation between institutions and citizens. But in developing countries like Albania 
there are some important questions such as: How can we measure the improvement of Good 
Governance through policies? Has Good Governance indicated an effective way for the sustainable 
development? (Meisel, 2008, 6).
These question give us the orientation to reflect about the process of development, social economic 
political behavior and how this multidimensional is transformed in product of good governance. 
The business cycle is strongly connected with many aspects of political-, social-, juridical aspects 
and good governance. Despite attempts to draft law regulations, the level of corruption and 
informality in Albania continues to be a major obstacle. 
The credibility level in the implementation of law is an indicator that affects democratization and 
institutional integration. At present, different reports of international institutions, define Albania 
as the country with the highest level of Corruption in the Balkans, which is a key factor influencing 
business.
The ways with which the institutional power is implemented is becoming a kind of concept of good 
governance.
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Introduction

Good governance is important for countries in all stages of development. My approach 
is to concentrate on those aspects of good governance that are most closely related to 
the surveillance over macroeconomic policies-namely, the transparency of government 
accounts, the effectiveness of public resource management, and the stability and 
transparency of the economic and regulatory environment for the private sector 
(Camdessus, 1997, 3).
The concept of governance defines the manner in which power is exercised in the 
management of a country’s economic and social resources for development (World Bank 
1992, 1). Good governance, as a concept and principle is applicable to all aspects and 
sections of society such as the government, legislature, judiciary, media, private sector, 
corporate sector, business and societies. Public accountability and transparency are 
relevant factors for good governance. During the transition period, the development 
of Albania passed through different phases that complicated the integration process. 



ISSN 2410-3918                     Academic Journal of Business, Administration, Law and Social Sciences                     Vol 1 No 1
Acces online at www.iipccl.org    IIPCCL Publishing, Tirana-Albania                 March 2015

109

During this period Albania had the assistance of International Institutions (European 
Union, OSCE, World Bank), who helped the Institutions in strengthening the capacities, 
formulating development strategies to deliver public goods, creating a democratic 
atmosphere and implementing policies. Public sector is responsible for using a significant 
proportion of national resources raised through taxation to provide services to citizens. 
Public sector entities are responsible not only for the quantity of the expenditure, but also 
for the quality with which they have been entrusted. This makes it essential for the entire 
entity to demonstrate the integrity of all its actions and mechanisms and to enforce a 
strong commitment to ethical values and legal compliance at all levels (CIPFA, 2013, 13).
To get a clear perception about the governance profile we have to shortly analyze the key 
indicators and the way they are integrated:

- Technological development,
- Education of society, system of education, innovation in improving methodologies,
- Challenges of leaders, cooperation of political actors,
- Social environment,
- Agricultural development and property rights,
- Formalization process of rules in Tax office and customs

The principles of responsibility and legitimacy are supposed to lead the relation between 
Government and society which must be the real incendiary and promoter to motivate the 
work of Good Governance. In this sense, the priorities of political leaders in Albania are 
oriented towards integration. Technological development had a minimum development. 
This is reflected in the registration of businesses and tax administrations. Albania is ranked 
80-th in the world in using and developing innovation of technology of information and 
communication. Despite developments Albania remains the last country in Europe for 
Innovation development. The economic dimension of democracy requires an economic 
organization, especially in the ownership of property, that is not fully compatible with 
the tenets of free enterprise and capitalism. A more equitable distribution of property 
may require state intervention that is also anti ethical to the concept of liberal democracy 
(Samarasinghe , 1994, 7). Policies of economic freedom are implemented in the last 5-6 
last, but the business climate is still lacking. Fiscal policy changes and FDI (Foreign Direct 
Investments) show a low profile of professionalism, growth of public debt etc.

Investment Climate

Albania is a very attractive, growing market with a liberalized economic framework and 
comfortable conditions for doing business. A new taxation model was proposed by the new 
government with the intent to realize a revenue growth, but without any good results. 
Another problem in Albania is the lack of competition in comparison to the European 
market and a limited regional space that builds a pessimistic climate. As a consequence, the 
economic crisis has affected public goods, poverty has also increased as a chain effect, and 
fiscal changes have affected different interest groups in the business-, social-, employment 
areas. This situation has also affected the perception of state authority, by creating many 
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economic problems for interest groups. It is obvious that also the FDI are closely connected 
to the stability of a country and this is missing in Albania, which has had a non – progressive 
business climate, failure of the implementation of law and fiscal evasion.
The free market policy of the Albanian Government was accompanied with an an extreme 
freedom for business activity, but on the other side also with an inequality in social 
groups, which brought social chaos. The implementation and work of the Government is 
aimed at identifying the new resources, with the goal to improve the revenues and public 
goods. In this sense it is important to emphasize the cooperation and continuing dialogs 
of Albanian government with the World Bank, European delegation, IMF. Attracting 
the FDI, is a process closely connected with a favorable business climate and rule of law. 
Also there are some other components, such as fiscal policies, financial stability and 
macroeconomic stability. A genuine and securely implanted democratic regime requires 
the positive support and involvement of a wide range of social and political groupings, 
support that must be sustained over a considerable period and in the face of diverse 
uncertainties (Whitehead, 1996, 15).
The cooperation process must be constant during the reforms or resolving of problems. 
There must be an involvement of all organizations at all levels, such as Chamber of 
Commerce and Industry, Confederation of Industries, Media etc.
There is no doubt that the role of local actors - civil society included – in the democratization 
process is fundamental. However, civil society cannot be truly supported if the political 
elite remains authoritarian. (Panebianco & Rossi, 2004, 18).
 FDI inflow figure in Albania, for the year 2013, reached 893 million Euro. This represents 
a considerable increase compared to the FDI figures experienced in 2012. Sectors that 
have contributed to a raise of foreign direct investment (FDI) in Albania are: energy, 
finance, telecommunications and manufacturing.

Social Environment

Is not difficult to understand that the social environment of governance has been a 
successful failure because of many factors, such as: 

o High level of unemployment
o Low credibility of juridical system 

Corruption in the executive is another component which defines the big need for the 
formalization of this process. This appears in different forms like informal payments. 
The political environment continues to be problematic and conflictual. This situation 
produces delays, damaged image, ineffectiveness and difficulties in realizing programs in 
all aspects, creating a coating situation where the society pressure is missing. 
To better understand the base of this discourse on good governance in Albania is 
important to take in consideration some principles and explore the following principles 
that underpin good governance:
Openness-, Participation-, Accountability- and Coherence policies must be formulated 
in a user-friendly manner. This is the paramount in the context of the ever-evolving 
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application of EU policies and the growing complexity of the application of the decision-
making framework. Control and oversight over public resource management are classic 
function of the modern state. Public institutions regularly involved in oversight include 
the legislative branch, government auditing agencies (internal and external), public 
prosecutors and courts, customs, revenues etc (Speck, 2004, 18).

Conclusions

Accountability is a fundamental requirement of Good Governance, which has the 
obligation to explain the consequences of decisions that it has made for groups it 
represents. Good Governance is equitable and inclusive. All groups including those who 
are more vulnerable must be involved in this process. Transparency is another important 
feature for the people to follow and understand the process of decision-making.
On the other hand, corruption in Albania is the biggest challenge of the government, 
and it is not a problem that can be fought in isolation. Of course, the state may need to 
establish credibility by sanctioning highly visible corrupt officials, but the goal of such 
governance is to attract notice and public support, not solve the underlying problem. 
Anticorruption laws and regulations can only provide the structure and orientation for 
more important integrated reforms
According to Transparency International, perceptions are that corruption in Albania is 
extremely bad and getting worse. This appears everywhere in public offices from the lowest 
level to the highest. Corruption is a constant topic issue of conversation in the country. It 
is present in a number of occurrences, ranging from the bribe taken by street policemen to 
illegal tenders run by Government ministers and the abuse of power in general. According 
to statistical results, corruption is the main barrier to democratization and development. 
It represents the failure of cooperation between society and the Government to manage 
the competing interests of different groups.
The implementation of wide-ranging economic reforms is also contributing to the 
country’s broader social-economic development with the ultimate aspiration being the 
integration into the European Union. Politics is treated as a negative input in Albania that 
affects negatively the policy choice. (Grindle 2001, 370).
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