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Letter from the U.S.
Ambassador

Dear American Chamber of
Commerce Members,

The truth is sometimes hard to hear. The American Chamber
of Commerce in Albania has been telling the unvarnished truth
about the investment climate for five years. | am pleased to see
that this year we see an increase in investor confidence with a
marked increase in the AmCham Business Index, or ABI, score.

| would like to congratulate the American Chamber of
Commerce in Albania on the publication of the ABI. The ABI
provides valuable information on the state of the investment
climate and the opportunities and challenges of doing business
in Albania. Improving the investment climate is essential for
creating jobs, growth, and opportunity.

I was pleased to see anincrease in this year’s ABI, to 43.78 from
37.94 lastyear,and encouraged to hear that AmCham members
expect Albania’s business environment to improve further over
the coming year.

| believe that judicial reform, once implemented, will provide
additional confidence to investors that their commercial
interests will be protected, pushing the ABI to higher levels in
the years ahead.

The ABI can help to serve as a roadmap for the government
as it works to improve the investment climate and address
the concerns of U.S. and Albanian investors. Meanwhile, we
rely on you to maintain your high standards and leadership in
Albania’s business community.

The United States Embassy in Tirana is pleased to support the
ABI and will continue to cooperate closely with AmCham to
promote the interests of the business community in Albania

Sincerely,

Donald Lu
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Letter from the AmCham
President

Dear AmCham Members,

I am very pleased to present the fifth edition of the AmCham
Business Index, an instrument which helps the American
Chamber of Commerce in Albania and its members measure
and compare the business climate in the country over time.

The AmCham Business Index measures the most important
areas of the economy that impacted our members during
the 2016 calendar year. Members answered survey questions
regarding political risk, efficient tax policy, the perception of
corruption, informal economy, the application of rule of law,
and other issues on the local economy. While there are many
areas in an economay that are importantin an absolute sense,
the AmCham Business Index is particularly reflective of those
issues that impact our members most. Based upon the results
of this Index and the relative trends over time, the American
Chamber of Commerce will continue to focus its efforts in order
to continue positive trends and help the Government redirect
negative trends.

The AmCham Business Index will continue to be published
every year, and its findings will be shared with AmCham
members, the government, and other institutions. We
continue to thank both our members for their feedback and
the Government of Albania for engaging with the Chamber on
member issues. | would like to specifically thank Benard Shehu
and his firm KONSORT for their membership contribution, hard
work and outstanding results in preparing this Index for the
Chamber for the fifth year in a row.

Sincerely,

I L

Mark Crawford
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EXECUTIVE SUMMARY

The 2016 AmCham Business Index is 43.78 out of 100 showing an upward trend for
2017. This is an increase of 5.84 points from 37.94 in 2015.

The business climate perception in 2016 showed an improvement compared to 2015. Nonethe-
less, 44.4% of AmCham members continued to view the business climate in Albania in 2016 as
unfavorable, or very unfavorable. The expectation for the business climate in 2017 (44.13) is
higher than in 2016 (41.48).

The top five concerns reported by the respondents for 2016 included the Overall Tax Level
Applied (30.45), Government Bureaucracy (31.11), Monopoly and Unfair Competition (31.11),
Finding Local Qualified Staff (31.82), and Informal Economy Level (33.33).

The majority of respondents had a positive, or neutral perception on the relation with customs
authorities, local government, ministries, and tax authorities during 2016.

The respondents’ perceptions on “Order and Safety in the Country” (58.15), and the “Internal
Political Climate” (39.26) during 2016 were better than in 2015. The perception for infrastruc-
ture and energy supply have also improved in 2016.

AmCham members perceived a positive trend of the Albanian economy in 2016 (42.67), which
was better than in 2015 (31.44). They expect this trend to continue in 2017(reaching 50.00). In
addition, the demand for “Goods and Services” and “Goods and Services for Export” has also
improved in 2016, and is expected to grow further in 2017.

The majority of AmCham members maintained, or increased their investments in 2016, and
they expect to continue this trend in 2017. Despite continued investment, 34.1% of AmCham
respondents declared that it was still difficult for them to finance their activity.

The “Total Employment Change” has slightly increased in 2016 and is expected to continue a
positive trend in 2017. Finding local qualified staff in 2016 remained difficult, or very difficult
for most of the responding companies (67.5%) causing a decline of this indicator for the third
consecutive year.
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ABOUT AMCHAM BUSINESS INDEX

The AmCham Business Index (ABI) is an annual index created by the American
Chamber of Commerce in Albania in collaboration with Konsort Ltd. that measures the
perception of AmCham members for the Business Climate in Albania.

The index measures impor-
tant elements like govern-
ment policy, level of taxes,
corruption, informality, ap-
plication of law, and also
elements related to the per-
formance of businesses and
Albanian economy.

This index allows AmCham

to identify and measure the
problems that the business
community is facing and en-
ables the Chamber to work
with the government and
other actors to improve the
business environment in Al-
bania.

The index and its report are

AmCham Business Index has three main components:

The 2016-2017 AmCham Busi-
ness Index survey was con-
ducted online from January
15 to January 31st 2017.

The survey was addressed
exclusively to AmCham Alba-
nia members and requested
their opinion regarding the
business environment in Al-
bania during the previous
year (2016) and their esti-
mation for the current year
(2017).

Report

The Report, which analyzes and
presents the survey results.

The survey had 45 questions
grouped into logical sec-
tions. The participants could
choose to fill out the ques-
tionnaire eitherin English or
Albanian language.

AmCham requested that the
survey should be completed
by company Presidents, Ad-
ministrators, CEO-s or high
level executives.

The survey was anonymous
and the collected data do

published every year and its
findings are shared with Am-
Cham members, the govern-
ment, and other institutions.
The first AmCham Business
Index was published in May
2013.

=

not allow the identification
of the respondent’s answers.
The closure of the survey and
the transfer of the data were
done in the presence of a
public notary and a copy of
anonymous data was depos-
ited at the public notary.

The AmCham Business Index
survey and this report were
approved by the AmCham
Board.
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PARTICIPANTS

2.1 Response Rate

Thetotalnumber of respondentsthat participatedinthe surveyis 141. From the 141 participants,
132 of them had fully completed the survey by answering all the questions.

All of the answers from all participants are included in the results of the survey. All graphs dis-
play results in percentages rounded up to one decimal point. The description in text is rounded
up to a full number.

/.72 Respondents Profile

The majority of participants in the survey are in high level positions in their companies includ-
ing Presidents, CEOs, Administrators or high level executives.

Respondents by Position in Company

President

Chief Executive Officer
Administrator

High Level Manager

Other
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2.3 Profile of Participating Companies

Ownership of Companies

The ownership structure of the companies that participated in the survey is shown in the fol-
lowing chart. More than half of the responding companies are Albanian owned.

Ownership of Companies

B Albanian Owned
W 25% or less Foreign Owned
M 26-50% Foreign Owned

B Over 50% Foreign Owned

Size of Companies

The following chart shows the size of the participating companies based on their number of
employees and revenue generated in 2016.

% of Companies based on:

Number of Employees Revenue (USD)
40% 37% 35% 33%
35% 30%
30% 25%
25% - 23% 23% 20% 18%

20% 1% 13% 1%
5 10%
15% 12% 10% °
6%
10% 5%
Oo 0,
5% o I 3.4’
5%
‘N

0% Upto 20k- 80k- 200k- 500k- 1-10 10- Over

<10 10-50 51-100 101-500 > 500 20k 80k 200k 500k IM M 100M 100 M
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Export Revenue

The following chart shows the % of companies based on generated revenue from export activi-
ties.

Companies by Exports Revenue

m None

M 25% or less
m26-50%

B Over 50%

Main Activities of Companies

The main activity for companies that participated in the survey is showed in the next chart.

Companies by Main Activity

Agriculture & Farming
Banking & Finance
Business Consultancy
Chemicals

Constructions & Real Estate
Education

Health Care

IT & Telco

Logistics and Transport
Manufacturing

Mining, Oil & Gas

Other

Trade (Wholesale/Retail)

Turism, Hotels and Travel

Other™ (Non-Profit Organization, Security Services, etc.)
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3 AMCHAM BUSINESS INDEX

3.1 Calculation of the index

The AmCham Business Index represents the perception of AmCham members regarding
business climate in Albania. This Index is calculated based on the set of questions listed in the
following table:

Questions Weights | 100%

Overall Business Climate 25%
How was the business climate in Albania for the last year? 25%
Business Climate Factors 25%

Please rate the level of the following factors for the last year in relation to your business activity? | 2.5%

Corruption level 2.5%
Government bureaucracy 2.5%
Informal economy level 2.5%
Monopoly and unfair competition 2.5%

Please rate the level of the following factors for the last year in relation to your business activity? | 2.5%

Order and safety 2.5%
Internal political climate 2.5%
Infrastructure 2.5%
Energy supply 2.5%
Private Property 2.5%
Intellectual Property 2.5%
Government Policy 20%
How was the relation of your business with the following public institutions for the last year? 1%
Relation with tax authorities 1%
Relation with customs authorities 1%
Relation with ministries 1%
Relation with local government 1%
Relation with courts of justice 1%

How do you consider the economic reforms and central government policy in the last year for | 4%
your business?

How do you consider the overall tax level applied in the last year for your business? 5%

How do you consider the application of the laws and regulations toward your business in the last | 6%
year?

Performance of the Economy 5%
How do you consider the performance of the Albanian economy during last year? 5%

Business Activity 15%
How has the demand for your firm’s goods and services developed during the last year? 6%
How has your firm’s total employment changed last year? 6%
How has your company investment changed during last year? 3%

Financial Environment 5%

How easy was for your company to assure financing for business development during last year? | 5%

Human Resources 5%

How easy was for your company to find local qualified staff during last year? 5%

Each question used for the calculation of the index has a weight which is based on its relative
significance on the overall business environment in Albania. The AmCham Business Index is
calculated as the sum of all the weighted results from the questions.

*Detailed information regarding the calculation methodology of the index can be found in Annex

1 of this document.
11



AmCham | Business Index 2016-2017

3.2 AmCham Business Index result for 2016

The AmCham Business Index for 2016 has increased to: 43.78 out of 100 with a tendency to
rise in 2017.

100

— 50

AmCham Business Index 2016
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The following chart shows the evolution of the AmCham Business Index during 2012-2016, in-
cluding a projection for 2017.

The AmCham Business Index for 2016 has increased compared to 2015 and is expected to have
a positive trend for 2017.

Amcham Business Index

70

60

50 4552

42.77 43.78 ..
40.48 40.21 . POPPERIEL
37.94

40

30

20

10

0 T T T T T 1

2012 2013 2014 2015 2016 2017

This chart shows the indicator evolution. Higher results are better.
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3.3 Individual indicator results for 2016 and forecast for 2017

The following table presents the consolidated results for each question of the AmCham Busi-
ness Index Survey (The minimum possible score is 0 and the maximum possible score is 100).
The questions are sorted from the lowest to the highest score. Higher results are better.

N Indicator Name 2017* ||Tendency
1 Overall Tax Level Applied
2 Government Bureaucracy
3 Monopoly and Unfair Competition
4 Local Qualified Staff Finding “
5 Informal Economy Level
6 Corruption Level
7 Internal Political Climate 39.26
8 Application of Laws and Regulations 40.79
9 Business Climate 41.48 44.13 N
10 Assurance of Financing for Business Development 42.23 42.99 -
11 Performance of the Albanian Economy 42.67 50.00 N
12 Economic Reforms and Central Government Policy 43.23 47.16 N
13 Relation with Courts of Justice 45.30
14 Intellectual Property 46.30
15 Banking Policies and Services** 48.30
16 Infrastructure 49.26
17 Private Property 50.93
18 Goods and Services Demand 52.27 57.20 o
19 Total Investments Change 54.73 56.25 a~
20 Total Employment Change 55.11 56.25 o
21 Goods and Services Demand in Exports** 56.12 60.78 N
22 Order and Safety in the Country 58.15
23 Relation with Local Government 58.46
24 Relation with Ministries 60.15
25 Energy Supply 61.11
26 Relation with Tax Authorities 61.84
27 Relation with Customs Authorities 61.84

* Forecast

“*The detailed information regarding the calculation of the results is found in Annex 1 of this report.

*kk

The results of these questions are not included in the AmCham Business Index calculation
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3.4 Comparison of individual question results between
2015 and 2016

The table below presents the comparison of AmCham Business Index Survey results between
2015 and 2016. The results are sorted based on 2015 scores, from the lowest to the highest
score. Higher results are better.

N Indicator Name _ | | | Tendency
1 |Overall Tax Level Applied FN

2 |Monopoly and Unfair Competition & 331
3 |Government Bureaucracy & 294
4 |Business Climate & 11.07
5 |Informal Economy Level & 255
6 |Performance of the Albanian Economy o 11.23
7 |Corruption Level & 3.84
8 |Local Qualified Staff Finding - -0.35
9 |Internal Political Climate & 698
10 |Economic Reforms and Central Government Policy & 801
11 |Application of Laws and Regulations & 556
12 |Assurance of Financing for Business Development 39.92 42.23 & 231
13 |Intellectual Property 43.10 46.30 A 3.20
14 |Infrastructure 4422 49.26 o 504
15 |Relation with Courts of Justice 44.70 45.30 & 0.60
16 |Private Property 46.64 50.93 & 428
17 |Goods and Services Demand in Exports** 47.37 56.12 & 875
18 |Banking Policies and Services** 47.48 48.30 o 0.381
19 |Goods and Services Demand 49.61 52.27 & 266
20 |Relation with Tax Authorities 49.81 ; A 1203
21 |Order and Safety in the Country 50.56 58.15 A 7.59
22 |Total Investments Change 5291 54.73 & 183
23 |Relation with Customs Authorities 53.79 _ & 8.05
24 |Total Employment Change 54.26 55.11 o 0.85
25 |Relation with Local Government 55.30 58.46 o 316
26 |Relation with Ministries 55.87 & 428
27 |Energy Supply 59.51 & 1.60
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4.1 OVERALL BUSINESS CLIMATE
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This section presents the opinion of AmCham Albania Members regarding the overall business

climate in Albania during 2016 and their expectation for 2017.

Business Climate in Albania:
How was the business climate in Albania for the last year (2016)?

How do you expect the business climate in Albania to be in 2017?

m Very Unfavorable  m Unfavorable Neutral = Favorable ® Very Favorable
2016 37.0% . 185%
2015 29.1% - 0.7%
2014 42.1% Co1a%
2013 30.6% 8.2%
2012 30.6% 1 9.2% Blo%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Business Climate
70
60
50 41.48 44:13
39.02 X - -
40 34.95 -
33.42
30.41
30
20
10
0 T T T T T 1
2012 2013 2014 2015 2016 2017

This chart shows the indicator evolution. Higher results are better.




AmCham | Business Index 2016-2017

/4.2 BUSINESS CLIMATE FACTORS

This section shows the opinion of AmCham members in regards to the factors that play an
important role in the business climate and their business activities like informal economy,
government bureaucracy, monopoly and unfair competition, corruption, etc.

4.2.1 Corruption Level

Please rate the Corruption level for the last year (2016) in relation to your business activity?

H Very High ® High Neither High Nor Low = Low M Very Low

24.5% 5,198 %

T T T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2013

Corruption Level Indicator
70

60

50

40 ViVl 36.92 35.93

. 30.87 - 32.09 —
30 e —— ——

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4.2.72 Government Bureaucracy Level

Please rate the Government bureaucracy for the last year (2016) in relation to your business
activity?

m Very High m High Neither High Nor Low = Low ® VeryLow

2016— % sowp

e

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Government Bureaucracy Indicator
70
60
50
40
31.31 31.11
30.36 28.17
30 * 26.02 A d
20
10
0 T T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4.2.3 Informal Economy Level

Please rate the Informal economy level for the last year (2016) in relation to your business
activity?

M Very High  m High Neither High Nor Low ©Low M VeryLow

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Informal Economy Indicator
70

60

50

40

33.33

29.59 B 30.78
30 ) —= 2449 a’/‘

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4. 2.4+ Monopoly and Unfair Competition Level

Please rate the Monopoly and unfair competition level for the last year (2016) in relation to your
business activity?

H Very High m High Neither High Nor Low = Low ®Verylow

T T T T T T T T T T 1

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Monopoly and Unfair Competition
70
60
50
40 33.42
29.85 31.78 2 80 31.11
30 N:QV—
20
10
0 T T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4+.2.5 Order and Safety in the Country

Please rate the Order and safety factor in the country for the last year (2016) in relation to your
business activity?

H Very Bad mBad Neither Bad Nor Good = Good M Very Good

OL% 1(:;% 2(;% 30|% 4(;% 50|% 6(;% 70|% 8(;% 90|% 10|0%

Order and Safety in the Country
70
58.15
60
50.77 50.56
>0 _4‘\“:7_ 8453
40
30
20
10
0 T T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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Please rate the internal political climate for the last year (2016) in relation to your business ac-

tivity?
H\VeryBad mBad Neither Bad Nor Good ™ Good ™ Very Good
2012 23.5% 8.2% J.o%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Internal Political Climate
70
60
50
38.79 39.26
40
29.34
30 ~
20
10
0 T T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4.2.7 Infrastructure

Please rate the Infrastructure factor for the last year (2016) in relation to your business activity?

HVery Bad mBad Neither Bad Nor Good = Good ™ Very Good

2016 37.0%

2015

35.8%

2014

2013 39.8%

2012 35.7%

UL

RPN
T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Infrastructure
70
60
48.98 g 49.26
50 = 4541 4402 —
——
40
30
20
10
0 T T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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Please rate the Energy supply factor for the last year (2016) in relation to your business activity?

B \Very Bad mBad

2016h 31.1%
2014 [SI6% 93% 29.9%
2013 |74% 32.7%

Neither Bad Nor Good 1 Good ™ Very Good

0% 10%  20%  30%  40%  50%  60%  70%  80%  90%  100%
Energy Supply
70
P —
60 o 65.31
60.20 61.45 59.51 61.11
50
40
30
20
10
O T T T 1
2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4.2.9 Private Property

Please rate the Private property factor for the last year (2016) in relation to your business
activity?

B Very Bad mBad Neither Bad Nor Good 1 Good ™ Very Good

2016

2015

2014

2013 42.9%

2012

T T T T T T T T T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

i

Private Property
70

60

51.79
49.49 49.30 >0.93

40

30

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4.2.10 Intellectual Property

Please rate the Intellectual Property factor for the last year (2016) in relation to your business
activity?

HVery Bad m Bad Neither Bad Nor Good = Good ™ Very Good

2016

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

2015

2014

2013

2012

I

Intellectual Property

70
60

48.72 26 20
50 45.92

p ~— 4509 43.10

—— P : >
“—7

40
30
20
10
0 T T T T 1

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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/1,3 GOVERNMENT POLICY

This section reports the opinion of the respondents regarding the impact of governmental
policy and the relation of AmCham members with central and local government institutions.

/+.3."] Relation with Tax Authorities

How was the relation of your business with tax authorities for the last year (2016)?

H Very Bad mBad Neither Bad Nor Good 1 Good ™ Very Good

37.5%

T T T T T T T T T T

w
o
~
X

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Relation with Tax Authorities

70

60
e 61.84
50 G 58.89
54.69

52.84
49.81

40

30

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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4+, 3.7 Relation with Customs Authorities

How was the relation of your business with customs authorities for the last year (2016)?

B VeryBad mBad Neither Bad Nor Good = Good M Very Good

2016 38.3%

2014 m‘y 43.3%
(o)
2013 - 55.2%

2012 F 3%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Relation with Customs Authorities
70

60 ‘ 04.9U

60.57 59.64 61.84

50

53.79

40

30

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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/t, 3.3 Relation with Ministries

How was the relation of your business with Ministries for the last year (2016)?

B Very Bad mBad Neither Bad Nor Good ™ Good M Very Good

OLA 1(;% ZOI% 30I% 4(;% 50I% 6(I)% 70% 80% 9(;% 100%

Relation with Ministries
70

60 % I
I 59.86 —— 60.15

58.33
5 57.47 55.87

40

30

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.




AmCham | Business Index 2016-2017

/+.3 .4 Relation with Local Government

How was the relation of your business with Local Government for the last year (2016)?

mVeryBad mBad Neither Bad Nor Good ™ Good ™ Very Good

Ol% 1OI% 2(;% 3(;% 4(;% SOI% 6(;% 70% SOI% 9()'% 10IO%

Relation with Local Government

70

60 ﬁ =
58.51 59.11 59.13 g 58.46
50 ct5 30

40

30

20

10

2012 2013 2014 2015 2016

This chart shows the indicator evolution. Higher results are better.
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+.3.5 Relation with Courts of Justice

How was the relation of your business with Courts of Justice for the last year (2016)?

HVeryBad mBad Neither Bad Nor Good M Good ™ Very Good
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This chart shows the indicator evolution. Higher results are better.
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/4,3.6 Economic Reforms and Central Government Policies

How do you consider the economic reforms and central government policy in the last year
(2016) for your business?

H Very Unfavorable  m Unfavorable Neutral = Favorable ™ Very Favorable
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This chart shows the indicator evolution. Higher results are better.
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%4, 3./ Overall Tax Levels Application

How do you consider the overall tax level applied in the last year (2016) for your business?

H Very Unfavorable  m Unfavorable Neutral = Favorable ™ Very Favorable
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This chart shows the indicator evolution. Higher results are better.
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4+,3.8 Application of Laws and Regulations

How do you consider the application of the laws and regulations toward your business in the
last year (2016)?

M Very Unfavorable  m Unfavorable Neutral ® Favorable ™ Very Favorable
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4+.4t PERFORMANCE OF THE ECONOMY

Performance of the Economy:

How do you consider the performance of the Albanian economy during last year (2016)?

H Highly Decreased ™ Decreased Stayed the same ®Increased M Highly Increased
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This chart shows the indicator evolution. Higher results are better
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4.5 BUSINESS ACTIVITY

This section presents the performance of AmCham members’ business activities during 2016
and their expectations for 2017.

45,1 Goods and Services Demand

How has the demand for your firm’s goods and services developed during last year (2016)?
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This chart shows the indicator evolution. Higher results are better.
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41.5.2 Goods and Services Demand — Exports

In case you have export activity, how have your export orders for your goods and services
developed in the last year (2016)?

m Highly Decreased m Decreased Stayed the same M Increased M Highly Increased

2016 46.9%

2015 33.3% 8%

Illf
|

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Goods and Services Demand for Export
70
£8.04 60.78
60 55.88 53.68 56.12_ — - ‘
50
40
30
20
10
0 T T T T T 1
2012 2013 2014 2015 2016 2017

This chart shows the indicator evolution. Higher results are better.
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41,5, 3 Total Employments Changes

How has your firm’s total employment changed last year (2016)?

H Highly Decreased m Decreased Stayed the same M Increased M Highly Increased
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This chart shows the indicator evolution. Higher results are better.
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4+.5.4+ Company Investments

How has your company investment changed during last year (2016)?

H Highly Decreased m Decreased Stayed the same M Increased M Highly Increased
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4,6 FINANCIAL ENVIRONMENT

This section presents the opinion of AmCham members regarding financial environment in
Albania in terms of financing business development and the policy and services provided by
the banking sector to the companies.

4+.6."1 Banking Sector Policy and Services

How do you consider the policy and services that the banking system provided to your busi-
ness during the last year (2016)?
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44+.6.2 Assurance of Financing for Business Development

How easy was for your company to assure financing for business development during last year
(2016)?
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/y./ HUMAN RESOURCES
4. /.1 Finding Local Qualified Staff

How easy was for your company to find local qualified staff during last year (2016)?
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Respondents’ Comments

All the comments made by the participants are presented in this section.

5.1 RECOMMENDATIONS FOR THE GOVERNMENT

Question: In your opinion, what measures should be taken by the Albanian Government in or-
der to improve the business climate in Albania?

Comment 1 (translated)- 1. To solve the property issue, to whom it belongs when and where.
2. Judicial reform. 3. Creating projects to draw foreign investors in Tourism and Agriculture with
long term plans.

Comment 2 (translated)- By lightening the fiscal burden on personal income especially for the
honest employees.

Comment 3 (translated)- Lowering taxes, minimalizing bureaucracies, really fighting corrup-
tion.

Comment 4 (translated)-1. Lower tax at source from 15% to 10%. 2. Increase the level of pass-
ing from small business to the next level from 8,000,000 Lek to 25,000,000 Lek to circumvent
fiscal evasion in the economy. 3. To make mandatory keeping records of purchases and sales
for VAT for all subjects without exceptions based on revenue level, including those registered
as physical persons with sales up to 5,000,000 Lek. 4. Remove reference prices for taxes on
rent of facilities by location, because it is nonsense and in contradiction with market prices. 5.
Review personal income tax for salaries, as it does not foster declaration of real wages when
they exceed 130,000 Lek per month and at the same time for salaries that are under 30,000 Lek.
6. Review local taxes that the municipality of Tirana applies to every secondary TIN (NUIS in
Albanian) the same as for the primary subject. For secondary TINs these tariffs should be lower.
There are also problems with the tax for identifying signs that a subject places on its premises,
which are unjustly taxed at 45,000 Lek/m2. This is an absurd tax, as a large business that pays
the municipality hundreds of times or a thousand times more than a small business should
have an identifying sign no larger than 2 m2, the same as the small shop by the road which pays
only 50,000 Lek in municipality taxes.

Comment 5 (translated)- Lowering taxes (tax on profits, dividends, and VAT) would not be a
bad idea. More frequent inspections of small businesses, so that we can issue fiscal receipts,
which translates to higher sales and lower expenses.

Comment 6 (translated)-The measures the government can take are: -Lower the taxes on prof-
its, tax at source, tax on income from employment, tax on dividends -Lower local taxes -Lower
informality

Comment 7 (translated)- Return tax on profits to the previous level, 10%. Establish limits on
the import of used vehicles and with emissions parameters less than Euro 5. Dismantle mo-
nopolies and create the opportunity for free and honest competition in public procurements.
Start normal functioning of the property registry (land registry) offices. Supervise the work
of municipalities; they should function in accordance with the laws of the country, not act as
independent “sultanates.”

Comment 8 (translated)-Should improve the tax levels. Improve the tax and customs regu-
lations, to lower the bureaucratic burden on companies with high levels of transactions, for
companies with a good record of paying obligations... Work on improving infrastructure and
security. The Bank of Albania can work more with the second level banks in relation to the inter-
est levels for loans.
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Comment 9 (translated)- Lower VAT from 20% to 15% and lower tax on profit from 15% to
10%. Thank you.

Comment 10 (translated)-Promote investment by foreign companies.
Comment 11 (translated)-Partnership, cooperation, and credibility

Comment 12 (translated)- Review taxes and tariffs, especially local ones which have increased
five times.

Comment 13 (translated)- Fight informality by extending VAT payment to the last link in the
chain, removing the exemption by size. Protect industrial and intellectual property. Fight by all
means the concept of “the strongman” in the economy.

Comment 14 (translated)- Cooperate with business. Those who draft fiscal policies should
try to analyze better before they are applied to not change taxes every year, which increases
costs for business, and creates fear and consequently leads to lower investments. Inspections
need to be reasonable for the conditions in which they are conducted. The most correct busi-
nesses suffer penalties that are often unreasonable. Fiscal laws and regulations should be ap-
plied equally to all.

Comment 15 (translated)-Fight monopolies. Do not allow contraband of medical equipment.
Get the tax authority to work on lowering informality. Customs union with Kosovo. Eliminate
roaming tariffs with Kosovo. Mutual recognition of operating licenses between Albania and
Kosovo.

Comment 16 (translated)- Stability, security, justice

Comment 17 (translated)-1. Lower informality. 2. For imported goods allow payment of VAT
within the month when the goods are sold; meaning, no prepaying in Customs. 3. Lower VAT to
13-15%. 4. Lower tax on profit to 10%.

Comment 18 (translated)- There should not be continuous inspections because they do not
serve to establish doing business in normal conditions. There is no need for one inspection af-
ter another at an operator that has had a decision document finding it correct. In our opinion,
tax authorities should conduct inspections on businesses owing taxes and not on those who
are correct taxpayers.

Comment 19 (translated)-To improve the business climate, the government needs to improve
the approach of the public administration to business. The arrogant and judgmental behavior
of the public administration needs to change substantially. Review the taxes that burden busi-
nesses, specifically lower the tax at source.

Comment 20 (translated)- Order and security, especially in the north. To stay closer to busi-
ness, to contact and help within the rules; we are totally forgotten by all the governments in
this country though we feed several families. Decriminalize business; right after politics.

Comment 21 (translated)- Judicial reform, fight informality in the economy, improve and im-
plement investments in the country.

Comment 22 (translated)- 1. Lower taxes 2.Increase non-formal communication with busi-
ness

Comment 23 (translated)-Lower taxes and undertake economic reforms to create fiscal fa-
cilitation for business. -Implement more investment in the economy. -Expedite tax procedures
by modernizing the financial institutions. -Create conditions of economic and political stability
to draw foreign investment. -Successfully implement the reform of the justice system to create
credibility in the international institutions.

Comment 24 (translated)-Truly fight corruption. -Increase the professionalism of the adminis-
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tration which leaves a lot to be desired. -Review taxes immediately, to match the region in order
to encourage consumption and foreign investment.

Comment 25 (translated)-Draft laws and regulations that are clear and stable, instead of rush-
ing them and changing them frequently. -Albania is mainly an importing country, therefore the
government needs to apply the law in customs with proper and secure supervision, lowering
the amount of goods that come in without documentation or with documentation that does
not reflect the actual amounts of goods. -Remove and eliminate the application of reference
prices for imported goods. -Increase the transparency of the operation of the tax administra-
tion. -Increase from its current level of 30,000 Lek the gross salary that has 0% tax on income
from employment. -Technology continues to advance quickly, therefore using and trading elec-
tronic, mobile, and computer equipment need to have a faster rate of amortization. The current
amortization schedule allows for 25%, extending the use of electronic equipment to 4 years. |
recommend 33%-50% for technology products.

Comment 26 (translated)-Application of laws, equal rules for businesses, develop new re-
forms that take into account international practice and results, decrease bureaucracy, investin
increasing professional educational capacities of the new generation.

Comment 27 (translated)-Lower taxes. Liberalization.

Comment 28 (translated)-Changing tax policy not only for central but also for local govern-
ment. The latter have quadrupled nonsensically.

Comment 29 (translated)-Treat business as a partner not an enemy.

Comment 30 (translated)-Fight tax evasion by exerting pressure for reporting real sales. En-
courage honest competition. Apply the law in every respect in all institutions, but equally for
all.

Comment 31 (translated)-Focus on increasing the efficiency and professionalism of the staff
of the tax administration, avoiding unnecessary inspections that hurt business. The tax author-
itiesshould analyze the data they receive and apply statistical analysis that lead to conclusions
about the business and should not conduct inspections frequently and without reason. This
affects negatively the relationship with business and the business climate.

Comment 32 (translated)-Focus more on economic plans that are concrete and clear to the
public.

Comment 33 (translated)-Fight corruption and the informal economy.

Comment 34 (translated)-Create tax advantages for youth employment. Encourage invest-
ments through fiscal instruments. Reform customs policies to encourage export. Simplify cus-
toms formalities, the Eurol regime, etc.

Comment 35 (translated)-The government should support Albanian business and domestic
producers, not attack them with tax increases that make no sense.

Comment 36 (translated)-Stop monopolization policies and do not obstruct the free initia-
tive with policies and practices that deform the market. Return to Albania the only competitive
advantage it had regarding direct foreign investment in the region: low taxes. Curb nepotism
and remove incompetent militants from the administration, and create the conditions (real,
favorable policies and practices) to draw professionals into the administration, and create an
environment where these professionals can operate in optimum conditions. To create the con-
ditions (through a favorable socio-economic environment) for curbing emigration tendencies,
which are diminishing the tax base and Albania’s competitive advantages (diminishing further
and quickly the qualified personnel). To permit thinking differently, as the foundation that pre-
vents the degradation of power and impediments to social and economic development of the
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country. Stop collaboration with criminal groups in general and bring to an end practices that
favor narcotics cultivation and transportation of other narcotics through Albania. Create and
implement programs and practices that improve the quality of education in all levels and thus
improve the general professional level of the labor force. Create a favorable climate for the
creation of real interest groups, and institutionalize the continual, effective, and correct rela-
tionship with such groups. Make realistic medium-term and long-term development policies
and quit the practice of short-term operations (aksione me goditje té pérgendruar), which have
damaged the social and economic climate in the country. Relinquish immediately conflictual
positions and policies that encourage quarrel and destruction, and nurture a spirit of coopera-
tion and encouragement in the country.

Comment 37 (translated)-The government and administration should work instead of think-
ing about their own pockets or how to avoid work.

Comment 38 (translated)-Should improve laws and regulations to create space for business
investments. At the same time, support business with soft and favorable loans.

Comment 39 (translated)-1. Lower profit tax to 10%. 2. Taxes should be paid once a year, not
every month; there is no reason for business to “live” with the fear of “expiration dates”. 3. Tax
on profit should be paid based on the annual revenues, at the end of the year, not based on
forecasting that considers the previous year’s revenues.

Comment 40 (translated)-Increase transparency, fight corruption and informality.

Comment 41 (translated)-Stop the informal market that pays no taxes. Change tax legislation
considering all businesses subject to VAT, with the only exceptions some categories or profes-
sions. Change customs legislation to match the nomenclature of goods to the European one,
meaning the transition from the 8-digit code to the 10-digit or 12-digit code, and change laws
that discriminate against business. Change the labor legislation with the intent of more flexibil-
ity and review the 58 articles that propose fines, many of which are unreasonable and dispro-
portional. Make part of our legislation the European directives for food safety.

Comment 42 (translated)-Make institutional procedures easier, increase checks of the same
industry sector, get prices and salaries from the same sector and compare within the sector.
Support enterprises with more than 100 employees.

Comment 43 (translated)-Lower tax on profit and on dividends. Pay tax obligations online.
Process within the deadline requests to the tax authority. Improve teaching quality in the uni-
versity for information technology majors.

Comment 44 (translated)-1. Include all business in the VAT system. 2. Lower tax on profit from
15% to 10%. 3. Create advantages for businesses that invest in Albania and want to grow in the
country. 4. Lower local taxes because they are insupportable, too high.

Comment 45 (translated)-1. Local government taxes are very high. 2. Corruption and crime
are high. 3. Monopolies in the hands of politicians and strongmen. 4. The applied fines and
taxes are illogical. 5. Frequent changes in fiscal policy.

Comment 46 (translated)-Transparency, public consultation, increase face to face commu-
nication with local businesses, immediate information of changes in government decisions,
permanent free (at no cost) education of businesses through specific and integrated training,
especially outside the capital where the approach and influence with them is almost zero, no
support for political businesses or corrupting businesses for personal gain, etc.

Comment 47 (translated)-Offer financial incentives to stimulate exporters

Comment 48 (translated)-1. Equality before the law and do not conduct selective actions. 2.
Support business financially forimportant investments. 3. Reduce bureaucracies in the admin-
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istration.

Comment 49 (translated)-Give real importance to business that is not linked to state con-
tracts.

Comment 50 (translated)-Need stimulation of small business and perhaps facilitation for new
businesses in their first year of activity to stimulate the formalization of the economy.

Comment 51 (translated)-In our opinion, the government should review the tax on dividends,
which is a duplicated tax for business.

Comment 52 (translated)-Reduce taxes. Enable foreign investments in Albania.

Comment 53-enforce implementation of justice reform -provide incentives to new FDIs in the
country -adopt more public investments in the country, which trigger uptrend of consumer
spending -enhance positive relations with neighboring countries, as the local economic climate
highly correlated with developments in the region

Comment 54-lower VAT which was a promise never maintained in 2013

Comment 55-Promote fair business competition. Improve Albania attractiveness toward inter-
national direct investments.

Comment 56-Decrease taxes and regulations. Decrease energy cost. Open more professional
schools with better curriculum that teach more diverse subjects and inclusive to all industries.

Comment 57-Government need to analyze and take necessary measures with issues and con-
cerns with customs in relation to simplified procedures, customs staff effectiveness, clarifica-
tion and correct implementation of customs law, and where necessary correction. In 2016
there have been increased issues in some areas with customs, which impact directly business-
es, and business climate.

Comment 58-Flat rate tax as the neighboring countries to start. Shake in the banking system
and the bureaucracy has to be taken down, 38 signings for one permission to build is stupid.

Comment 59-Fight corruption at all levels and informal economy. Change the personal in-
come tax to a flat rate tax. Tax authorities apply a penalizing behavior to all businesses or orga-
nizations. There should be a mechanism in place through which businesses and organizations
are advised and notified on changes in tax policies before applying penalties to them.

Comment 60-Fair competition

Comment 61-Increase tax predictability: less frequent changes in the tax legislation. - Increase
Albanian attractiveness to foreign investors, either through tax incentives or other business
reforms. - Increase protection for foreign investors: reduce number of arbitrations and improve
the perception about the business climate in Albania

Comment 62-We have advised the Govt many times, but they are totally Deaf and have no
interest on promoting FDIs in Albania. 1) Remove immediately the tax on dividend for all For-
eign owned companies. 2) Amend the labor code so any investor can have the possibility to
be more flexible with firing his very unqualified Albanian staff 3) Implement and enforce State
of Law 4) Take serious steps against fiscal evasion issues which have worsen during the reign
of this Govt. 5) Invest at least double of current budget on the Education System which is the
worse this country has ever seen. 6) Properly address the monopolies, exclusivities and other
competition barriers to develop the economy based on competitive principles and Monopolis-
tic communist ones. 7) Take proper actions against corruption, a plague which is growing and
rising so high on this country

Comment 63-Respect for private property rights and property titles. Albania suffers from a dis-
regard of property rights and the holders thereof. Consistency, not to respect the property and
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property titles, will be an obstacle for the economic development policies.Respect for property
and property titles will influence in politics and in modernization development of the concept
of taxation on property and ownership titles.

Comment 64-Fight Corruption

Comment 65-Justice reform; - proper systems in place in order to combat corruption; - avoid
conflict of interest in the government - capacity building for the administration; - focus more
on the education system based on priorities

Comment 66-implementation of judicial reform -transparency in tendering public funds -fight
against corruption in public administration -improvement of procedures/human resources in
public administration

Comment 67-Fair competition, increase controlin public sector for qualitative project delivery.

Comment 68-1) Fight corruption 2) Continue with justice reform 3) Determine its strategy in
terms of investments and economy growth

Comment 69- Skip reference prices for EU origin products. - Amend VAT for tobacco products.

Comment 70-Reform of the judicial system is the number one priority. Contract sanctity and
private property rights must be enforced. Transparency should be increased and corruption
reduced.

Comment 71-Law & IPR enforcement, power of law equal for everybody.
Comment 72-Lower Taxes...

Comment 73-Uncertainty and rapidly changing information is a difficult process to maintain
business acumen in a market. It leads to poor business decisions, and can really impact a local
economy. If laws are to be implemented they need to be highly thought through, then imple-
mented. There has been too many quick fixes, with no long term thought. Moreover, you cannot
expect for a law to hold clout if so many are either being re-written/altered/or newly adapted.
The rule of law should set precedence & be valued. Don’t recreate the wheel, don’t make things
complicated & confusing.

Comment 74-License an Albanian bond market. Dissolve redundant state controlled entities
that intermediate in the natural resource sector without adding value, moving related experts
back to the relevant Ministry or regulatory agency, taking excise taxes and revenue from pre-
existing production from the sector directly into the budgetary flows within the Ministry of
Finance. Legalize medicinal research and production in the cannabis sector.

Comment 75-To change the procedures and make them simple. The institutions must collabo-
rate with each other and not to oblige the companies to take information which is under their
authority/ competence. To inform the business for law changes (they change very often and the
information to the business is not transmitted).

Comment 76-No tax or VAT should be paid in advance. The standard of companies should be
increased and there should be a fair competition.
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5.2 SPECIFIC QUESTIONS COMMENTS

The below comments are made by respondents for impact of the factors like: Corruption Level,
Government Bureaucracy Level, Informal Economy Level, Monopoly and Unfair competition,
and relations with government authorities.

Comment 1 (translated)- A problem for our company remains the food grade flour that comes
in from Kosovo and Serbia, which does not meet the national standard for protein levels, caus-
ing not only unfair competition, but above all damage to the health of the population that is
consuming this flour with low levels of protein. In Albania, this flour should be used only to
make biscuits. Albania’s needs for this article for production of biscuits do not exceed 2,000
tons a year, while 80,000 tons enter Albanian territory every year. This is a very urgent situation,
but unfortunately no officials are exercising their functions to stop this phenomenon.

Comment 2 (translated)- Reference prices in customs are unjust and suffocating.

Comment 3 (translated)- The informality present in our competitors causes lower sales to-
wards the retail market. Under these conditions, we come to the market with quality products
but not with competitive prices. Monopolies make it difficult to be present with brand name
products in retail shops.

Comment 4 (translated)- There is no support and protection for large business in Albania

Comment 5- Because of monopoly, unfair competition and less favorable business environ-
ment compared to the region we have lost business from international investors.

Comment 6-Customs authorities need to better tackle with issues, work to clarify and imple-
ment correctly customs law in some instances. Need to work to improve processes and proce-
dures, which in lot of cases are promised but progress is slow.

Comment 7-Less purchasing power of the Albanian consumers. They prefer to pay taxes and
not spending out.

Comment 8-This country is underperforming and Berisha seems an angel compared to the
actual PM, while this Gov is totally incapable to do anything good for this country.

Comment 9 (translated)- | did not understand 100% the last two questions.

Comment 10 (translated)- The state police have become traffic police, with a ticket book in
their hands all day, handing out fines to vehicles, when their priority should be order and safety.
| am not saying that drivers in Tirana are not violating rules, on the contrary. But this comes
from the lack of roads, parking spaces, narrow streets, many cars that circulate only inside the
small ring, in the city center, etc. Never mind the municipal police. Their mission as they start
the work day: “Levy more and more fines.” Penalties seem to please them immeasurably. One
thing they have not understood: The state coffers are not filled with fines...

Comment 11-There have been some concerns with energy supply in reference to interruption,
or defects. The energy company must take measures on time and be more aware on problems
created in certain periods with frequent interruption.

Comment 12-No Foreign investors are willing to come and invest in this country, many of them
consider it as an exotic country.

49
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5.3 GENERAL OVERALL COMMENTS

The following comments are general comments made by participators at the end of the survey.

Question: Do you have any additional comment?

Comment 1 (translated)- Review local taxes (with priority the advertisement tax); they are
very high.

Comment 2 (translated)-Thank you AmCham for the partnership and the assistance you offer.

Comment 3 (translated)-| liked the questions, we thank you very a lot, for us it was a sincere
evaluation. We hope you are with us.

Comment 4 (translated)-Every day in our business premises we observe that the purchasing
power has decreased because people with the wages they earn are able to buy almost exclu-
sively for their basic needs (mainly food, the energy bill, and clothing). The product that are part
of our commercial activity are outside the basic consumer basket and this leads to marketing
products that have the lowest prices which are not advantageous for the relevant technology.

Comment 5 (translated)-The country’s political climate is a major cause of the lack of improve-
ment of the economic climate and foreign investments.

Comment 6 (translated)- With our thanks, and hoping for better.

Comment 7 (translated)-Progressive taxation has a negative impact, especially for medium
and large business.

Comment 8 (translated)- We hope the elections will not have a negative impact on the econo-
my and on business in Albania.

Comment 9 (translated)-Corruption is high and complex; in 26 years, politics have over-so-
phisticated stealing and benefitting from public funds, procurements, grants and projects, to
which honest business has no access at all; the political class needs to find ways and methods
to minimize these violations which are taking place in the open. The prognosis is still dreary,
because neither state, nor those who run it want laws and rules.

Comment 10 (translated)-Lower VAT to 15%

Comment 11-Yes, the government should also adapt income tax according to the neighboring
countries. This attracts FDI.

Comment 12-Apart from major issues such as property titles and legal stability, the business
climate is negatively impacted from the poor performance of the tax system. Albeit all improve-
ments, we still have a very bureaucratic tax system with an administration lacking adequate
training and totally submissive to the pressure of reaching their revenue targets, at the cost of
compromising on their professional integrity and responsibility.

Comment 13-Very well done AmCham with these surveys, please protect the FDIs on Albania
and don’t allow this country to become Columbia.

Comment 14-To survive. Fundamental change in the legislative staff.

Comment 15-As you say in our email, we as AmCham members are completing this question-
naire for years now, but unfortunately nothing has changed. | would prefer being represented
from an organization which is more proactive rather just sending questionnaires...
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6 ANNEX I: Index Calculation
Methodology

©.1 QUESTIONS INCLUDED IN THE INDEX

The AmCham Business Index is calculated based on the results of each of the following

questions.

Questions Weights | 100%
Overall Business Climate 25%
How was the business climate in Albania for the last year? 25%
Business Climate Factors 25%
Please rate the level of the following factors for the last year in relation to your business activity? | 2.5%
Corruption level 2.5%
Government bureaucracy 2.5%
Informal economy level 2.5%
Monopoly and unfair competition 2.5%
Please rate the level of the following factors for the last year in relation to your business activity? | 2.5%
Order and safety 2.5%
Internal political climate 2.5%
Infrastructure 2.5%
Energy supply 2.5%
Private Property 2.5%
Intellectual Property 2.5%
Government Policy 20%
How was the relation of your business with the following public institutions for the last year? 1%
Relation with tax authorities 1%
Relation with customs authorities 1%
Relation with ministries 1%
Relation with local government 1%
Relation with courts of justice 1%
How do you consider the economic reforms and central government policy in the last year for | 4%
your business?
How do you consider the overall tax level applied in the last year for your business? 5%
How do you consider the application of the laws and regulations toward your business in the last | 6%
year?
Performance of the Economy 5%
How do you consider the performance of the Albanian economy during last year? 5%
Business Activity 15%
How has the demand for your firm’s goods and services developed during the last year? 6%
How has your firm’s total employment changed last year? 6%
How has your company investment changed during last year? 3%
Financial Environment 5%
How easy was for your company to assure financing for business development during last year? | 5%
Human Resources 5%
How easy was for your company to find local qualified staff during last year? 5%
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These questions have five possible answers starting from negative (with 0 score) to very positive
opinion (with 100 score).

For example the question “How was the business climate in Albania for the last year (2016)?”
The scoring per each choice is:

Very Unfavorable

Unfavorable
Neutral

Favorable

Very Favorable

Each question used for the calculation of the index has a weight which is based on its relative
significance on the overall business environment in Albania. For example, the question “How
do you consider the performance of the Albanian Economy last year?” has weight of 5% of the
total index.

The sum of all weighted results is the result of AmCham Business Index.

6./ CALCULATION FORMULA

Firstis calculated the average score of each question included in the index calculation using the

below formula:
n
q= z xi/n
=1

Where: q is the average score of the question
X is the score of each answer given to the question
2X is the sum of scores given to the question

N is the number of respondents that answered to the question

Then, the AmCham Business Index is calculated as the weighted average of the scores of the
questions, using the below formula:

n
ABI = Z (C_h X Wi)

i=1
Where: ABI is the AmCham Business Index
qi is the average score of each question calculated previously
Wj is the weight allocated to each question

N is the number of questions included in the index calculation
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