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I am delighted to introduce to you the new
Report on Albanian Foreign Trade 2006. It is the
fifth in a series, since ACIT started. We are very
pleased to see that our FT Report has already
turned into a serious reference and a useful
information source not only for scholars and
researchers, but also for trade practitioners,
BSO’s, government agencies, media and the
entrepreneurs and public at large. Advanced
expertise, co-operation with partners and
experience gained -all this made possible by the
support of the U.S. Agency for International
Development (USAID), enabled us to bring to your
hands, an improved publication, in terms of both,
extended coverage and the quality of analysis.
The essential data on flows and dynamics of the
Foreign Trade, are followed by serious effort
for exploring trends, identifying problems and
assessing the factors behind them.

The Albania’s foreign trade flows in 2006 were
characterized by a positive growth, with exports
reaching 791 Mln USD, increasing by a rate of
20% as compared to 2005, thus slightly exceeding
the average export growth rate for 1993-2006
(17.6%). However, the export growth rate remains
low, considering the potential of the economy
and the still large trade deficit. The imports grew
by 17% reaching a total volume, which is 3.8 times
higher than exports. The trade deficit increased
16%, reaching 2,259 Mln. USD in 2006. Also the
level of trade openness (42 %) still remains below
the regional average. In particular the low rate
of the exports to GDP (8% only) and the weak
coverage of the imports by exports (25.9 % -or
less than one point percentage as compared to
2005) give reasons for concern.

This clearly demonstrates the need for more
attention to be paid by all stakeholders, to all
factors affecting the competitiveness of the
Albanian economy and businesses, from

infrastructure and energy supply to the
technological gap and structural reforms, from
improved managerial skills to quality standards.

The report shows that the trade liberalizing
process for Albania is progressing successfully
and becoming more intensive, on all its three
paths:  bilateral, regional and multilateral. The
country’s efforts to comply with the WTO – Doha
commitments, and the schedules of the bilateral
FTA-s, are apparent. In late 2006, the network
of 31 bilateral FTA-s was transformed into one
regional trade arrangement, the CEFTA 2006.
CEFTA agreement was signed on 19 December
2006 in Bucharest, and should enter into force
Mid-2007. But the biggest event in this context
however, was the signing of the SAA with the
European Union and the entering into force of
its interim level on December 1st 2006. CEFTA is a
complementary effort to the Stabilization and
Association process (SAp).

The report is a result of the professional work,
performed throughout the year, by the ACIT
team and consultants under the guidance of
Prof. Ahmet Mançellari. Inputs from government
agencies, private sector, NGO-s and academics,
donors and partners, have significantly
contributed to the Report’s contents and
quality. On behalf of ACIT staff, I would like to
express my gratitude to all of them, especially
to the General Directorate of Customs, the
Ministry of Economy, Trade and Energy, the
Ministry of European Integration, the Ministry
of Agriculture, Food and Consumer Protection,
the private business associations operating in
Albania, the Bank of Albania, etc., for their
contribution.

Special thanks go to the Mission of the USAID in
Tirana, and to the ISB, whose guidance and
support, have been crucial.

The Albanian Foreign Trade Annual Report 2006
may also be found in the Albanian language, on
ACIT’s main web page (www.acit-al.org). As the
further improvement of this product remains our
constant concern, your remarks and suggestions
will be highly appreciated.

Sincerely yours,
Dr. Selim BELORTAJA

ACIT’s Executive Director
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1. 1 World Economic Environment

The world economy expansionary tendency
during 2006 was broad based, with economic
and trade indicators in most of the world regions
meeting or exceeding expectations. The
estimates for global growth in 2006 are high,
reaching at 5.1%, a rhythm that is 0.2 percentage
points higher as compared to the year 2005 and
which is forecasted to somehow decline in 2007
by going down to 4.9% (see figure 1.1 and table
1.1). Growth was particularly strong in the
United States in the first quarter although it
decelerated somehow afterwards in the face of
pressures coming from the cooling housing
market and rising fuel costs. Growth rate for
Euro area in 2006 is estimated almost twice as
much as the level of 2005 (2.4% as compared to
1.3%) and is also higher for Japan, United
Kingdom, Canada and other advanced economies.
High growth rates are maintained by emerging

1 According to an IMF staff estimate, growth could fall to 31/4 percent or less in 2007
  by a probability of 1/6 (World Economic Outlook, IMF – September 2006, p. XIV)
2 World Economic Outlook, IMF – September 2006

1. World and Regional Trade Developments

markets and developing countries, being much
higher than those of developed economies,
including countries in the region of Central and
Eastern Europe (5.3%, as compared to 5.4% in
2005 and the forecast of 5.0% in 2007). China is
leading by maintaining a 2-digid growth rate (10%,
as compared to 10.2% in 2005 and the forecast
of 10% in 2007 – table 1.1).

The expected decline of the world growth rate
for the year 20071 are mostly explained by the
risk of intensified inflationary pressure requiring
a tightened monetary policy; by an expected
increase of oil prices beyond the effects of
limited spare capacities; by a cooling of the U.S.
housing market more rapidly than expected.

Inflationary tendencies combined with oil prices
jumps to new highs, tighter conditions in
financial markets, large global imbalances and
increasing pressure of the protectionists with
the almost deadlocked Doha Round continue to
prompt concerns on the positive developments
that have characterized the world economy2.

Table 1.1: Growth Rates per World Regions

Source: World Economic Outlook, IMF – September 2006
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World trade has expanded rapidly during 2006,
with a large increase in the value of trade flows
of oil, non-oil commodities, and capital goods.
Growth rate of world trade volume in 2006 is
estimated to be 8.9% in 2006, being 1.75 times
as much as the growth rate of world output as
figure 1.1 shows, indicating a further deepening
of the global economic integration.

According to the IMF estimates3, emerging
market and developing countries are leading,
having an import growth rate of 13% and an
export growth rate of 10.7%, as compared to
7.5% and 10.7% respectively for the advanced

economies. Other sources4 estimate higher
growth rates of trade flows in 2006 and larger
differences between advanced economies and
emerging market and developing countries, as
table 1.2 shows.

The strong growth of world trade flows was
broadly based on increased import demand,
where increase of capital goods demand was
noticeably observed in a large number of
economies. Demand for primary commodities,
due to the effect of fast industrialization of
emerging economies, has also been strong and
a positive factor in world trade developments.
US imports of goods and services, valued at 2.2
Trillion USD for 2006, accounted for 13% of the
world trade. The demand for imports originating

1.2 Main World Trade and
Trade-related Developments

Figure 1.1: World Output and World Trade Growth  Rates (1970-20121)

Table 1.2: World Trade Value Change by Trading Blocks, 2000-2006

Source: World Economic Outlook – September 2006, IMF

Source: World Economic Situation and Prospects 2007, United Nations.
*2006 and 2007 indicators are estimates.

3   World Economic Outlook, IMF – September 2006
4   World Economic Situation and Prospects 2007, the United Nations

1 .      W O R L D  A N D  R E G I O N A L  T R A D E  D E V E L O P M E N T S
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in the US economy has increased in all groups
of products, but the demand for oil and row
materials surged the most. Import demand from
the European Union economic area has also
been increasing mainly to a better economic
performance in the Euro Zone and a continued
economic boom in new members of the EU.
Developing and transition economies particularly
China and Commonwealth Independent States,
have also contributed to the increased world
import demand mainly to support their high
output growth rates.

The world export growth rates are however
higher than those of imports, as estimated by
the UN/DESA5, as indicated by table 1.2. The US
exports have expanded during 2006 by 12%, a
stronger pace than in many previous years. This
net growth rate is mostly supported by increased
exports of capital goods, such as computers and
their accessories, telecommunications
equipment and electric items. The destinations
of US exports have been mostly oil-exporting
countries and the Latin America. The European
Union exports have only moderately suffered the
effect of appreciation the Euro and other
European currencies against the US dollar and
some Asian currencies. However the export
growth rate has not been uniform for the EU
countries. For example, while the United
Kingdom and Germany experienced growth of
exports, Italy and Spain suffered loose of their
competitiveness as a result of increased cost of
production. New member states have also had
strong export growth mainly as a contribution
of the productivity growth. Czech Republic and
Slovenian automotive industry has experienced
a particularly strong growth of exports during
2006.

Asia continues to experience fast growing rates
of exports, which vary from 10 to 20 percent.
China’s exports grew by 20% in2006; if China’s
exports continue to grow at this pace; in three
year period China is going to be the largest
exporting country in the world. China’s exports
are mainly (about 60%) processing – assembling
of imported intermediate goods for exports.
Exports growth of India (with a growth rate of
20%) was driven by engineering goods with
machinery and electronics instruments as the
strongest performers. Western Asia oil exporting
countries have also increased value of exports

substantially mainly because of oil price increase,
while production constrains in the oil sector
have contributed to limiting the export growth
of African Countries.

Among the transition economies, exports of
resource abundant countries of Commonwealth
of Independent States (CIS) have been
experienced fast expansion, reflecting the world
market developments in energy and base metals.
Leaders in export growth are Azerbaijan and
Kazakhstan, owing to oil demand and prices
increase, and Ukraine with the steel exports.

World exports and imports developments and
distribution among trade blocks and countries,
have contributed to widen imbalances across
regions during 2006, with an estimated increase
of US trade deficit by 60 Billion USD from the
previous year. The deficit of EU as a whole has
also been increased, while most of oil exporting
countries, as well as China and Japan run a trade
balance at surplus.

The price index increase in 2006, as underlined
in the UN Report6 was mainly driven by the
increase in prices of metals and minerals, crude
oils, as well as some vegetables and oilseeds used
as substitute of oil products, as shown in figure
1.2. The general economic growth affecting the
demand side and also the oil price increase have
been the most important factors behind the non-
oil commodities price increase. Expanding
Chinese economy increased the demand for
many primary inputs such as steel, copper,
aluminum, zinc, rubber and cotton, contributing
to the world elevated price levels.

Food prices rose on average 4% over the first
ten months of 2006, with the highest price
increase experienced by fish, meals, and
peppers, while bananas and sugar price
decreasing the most. Prices of agriculture raw
materials were quite volatile with a strong
increment (16.5%) in the first half of 2006 and a
strong decrease during the second half (15%).
Rubber and cotton prices were affecting by
most the aggregate index of the world
agriculture raw production prices.

International metal and mineral price increment,
present for a long time in the world economy
has been strengthened during 2006. Almost all
metal prices, particularly such metals zinc,
copper and nickel, have benefited from this

5    Department of Economic and Social Affairs of the United Nations Secretariat.
6    World Economic Situation and Prospects 2007, United Nations.
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upward movement and now they result to be at
higher level as compared to their historical
standards.

Tight worldwide oil production and refinery
capacities contrasted by a rapidly expanding
world oil demand, have been the fundamental
factors behind the surge in oil prices observed
during 2006. Geo-political tensions have been
adding uncertainty to supply reaction and
induced high volatility making oil prices
capricious, a tendency that may persis during
2007.

The negative impact of oil prices’ hikes on world
economic growth has been less than other
historical observations. This is mainly due to the
decreased oil intensity of the real output, and
the fact that the origin of this oil price
increment is by large the increased demand.
Another factor that has reduced the oil prices

influence has been the fact that most of net
exporting countries of oil have spent large part
of their oil income on imports of goods and
services and on buying US corporate and
government bonds.

Oil prices developments have to a certain extent
affected the shape and geographic distribution
of trade flows – the new oil prices have re-valued
the share of oil exporting countries exports on
the world exports, which have recorded double
digit export increment rates in 2006. The effect
of changing oil prices is reflected in the
sectorial trade flows performance; steel and
petrochemicals prices and trade flows have
been suffering more than other less intensive
manufacturing sectors.

The rise in transportation costs have also been
another factor in shaping trade flows and their
distribution for 2005-2006.

Figure 1.2: World Price Developments, 2003-2006

Source: World Economic Situation and Prospects 2007, UN

1 .      W O R L D  A N D  R E G I O N A L  T R A D E  D E V E L O P M E N T S
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The developments in trade talks and negotiations
under the frame of Doha Round after the Hong
Kong Ministerial Conference of the WTO, where,
among others, important milestones regarding
agricultural subsidies and NAMA7 were set, have
experienced a low pace during 2006. The Doha
Round of multilateral trade negotiations has
been under way for more than five years, which
is much longer than initially scheduled.
Negotiations turned out to be really difficult
and complex, mainly due to the different
expectations and policy objectives of the major
trading blocks in the two negotiating areas –
agriculture and NAMA, but also related to other
issues such as services and development ones.
By end July 2006 it became clear that the agreed
objective of the Hong Kong Conference to
complete negotiations in all areas by end of 2006
could not be reached. Under such
circumstances the WTO Director-General Pascal
Lamy recommended the WTO General Council
on 27 July 2006 ‘to suspend the negotiations
across the Round as a whole to enable the
serious reflection by participants’8, without
setting any time frames for resumption.

As the UN Report9 underlines, the breakdown
of the negotiations was not due to one specific
obstacle or one particular country’s negotiating
position, but rather to a confluence of separate
interests and goals. It seems that key world trade
players from both developed and developing
countries were subject to the prejudice that
the economic and commercial benefits would
not be substantial enough to cover the political
costs of making further concessions on highly
sensitive issues in agriculture and NAMA.

The suspension of negotiations may be
accompanied with several implications being
either long-term, systemic implications or short
terms ones. The Doha Round otherwise known
as the Development Round was widely expected
to bring substantial gains for the development
and poverty alleviation and eradication. Delays
in successfully concluding the Doha Round can
be translated as delays and difficulties in
achieving the global development and poverty
eradication goals.

Another long term implication is the
unprecedented proliferation of bilateral and
regional trade agreements which potentially
represent significant challenges for the integrity
of the multilateral trading system. By end of 2006
there were 240 FTAs’ negotiations going on
around the globe and 186 were already signed.
Up to 400 such agreements could be
implemented by 2010, including North-South and
South-South agreements. Such agreements can
either be complementary to the multilateral
trading system or erode its basic rules and
disciplines. To ensure the complementarities, a
sound multilateral system is needed.

A prolonged suspension or a failure of the Doha
Round could be accompanied with other long
term consequences as well, including the
resurgence of protectionist forces and
confrontational and devastating trade disputes
which can erode the foundations of the
international trade relations.

Some shorter term implications of the
negotiations suspension are the costs of not
putting in life the progress achieved in the Hong-
Kong Ministerial Conference in such issues as
duty-free and quota-free market access for the
least developed countries; cotton issues which
are related with the interests of the poor cotton
producers of Africa; elimination of export
subsidies by 2013, etc.

While no formal agreement exists among WTO
members on the pattern or timetable of the next
stage of the Doha negotiations, intense
diplomatic activities and consultations at various
levels have been intensified with a view to
agreeing on conditions fro the Round’s
resumption. As the Director-General of WTO
Pascal Lamy put it, ‘members still have not lost
confidence and now we are back into full
negotiation mode in all negotiations groups’.
There is a renewed engagement and support at
the highest political level10. The expiry of the
United State Trade Promotion Authority on June
2007, and the future of United States Farm Bill
which also expires in 2007, would require a
clarification of negotiation prospects in 2007. A
growing number of countries, developed and
developing, have emphasized for a higher
political will and flexibility to resume the
negotiations. Observers of the Doha Round have
recognized the existence of an opportunity to
conclude the round negotiations in 2007.

7   NAMA-Non-Agriculture Market Access
8   World economic Situation and Prospects 2007, UN.
9   Idem.
10 www.wto.org

1.3 Global Trading System
Developments during 2006
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The WTO membership of Albania means
opportunities and responsibilities. The
possibilities to be treated equally in the world
trade system from all other member countries
in aspects such as tariffs and duties - MFM
principle or dispute settlements, the possibility
to gain benefits of globalization, are associated
with the responsibilities.

Albania has fulfilled most of the obligations that
derived from the WTO membership, but still
there are lists of sensitive products, which
imports tariffs are being reduced at longer time
horizon – through applying scaled reduction. For
2007, the number of tariffs lines that are being
reduced to comply WTO agreement are 186, a
reduction that does not affect the simple
average tariff under WTO commitment (6%).

A request for suspension sent from our
government was accepted and many products
whose liberalised tariff level was not immediately
met are supposed to reach their commitment
level with a slower schedule than the one
negotiated. The liberalisation schedule was
covered by the Law 9521 of the Republic of
Albania.

The table below shows a list of the products
that are not yet liberalised and their schedule

for meeting the commitment. As we see most of
the products that are under waiver are
expected to meet the negotiated tariffs by 2007.

During 2006, the simple average tariff on the
imported goods was 6.2%, while the agriculture
and agro-processed goods were imported with
a tariff rate of 8.63 %. The applied tariff rate,
being calculated as a ratio between import duty
payment (in value) and import values, is lower
than simple average tariff and the weighted one
for the year 2006

Both trade agreements, that Albania is part of -
the Interim Agreement with European Union and
the CEFTA 2006, do represent an important
impetus toward Albania’s trade liberalization.
Import tariffs with the EU (considering the
weighted average tariff) are three times lower
than the tariff level which Albania applies for
the rest of the world, treated by the MFN
principle. If we consider an average import tariff
negotiated under the CEFTA 2006 frame, and also
the current structure of imports that Albania
already has with the Balkan + Moldova area
(countries involved in the Free Trade Area), the
weighted average tariff that `this area faces is
reduced 6 times as  compared with the MFN
based weighted average tariff. This preferential
treatment is less liberal for the agriculture
products, which will be imported with an import
tariff of 6.95% from the European Union, and
3.8% from the Balkan countries and Moldova.

1.4 Albania in the framework
of the WTO membership

Table 1.3: Tariff Reduction Developments on Certain Products, 2006
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Table 1.4: Tariff Structure, 2006

Source: ACIT’ own
calculations
*Reflects the Interim
Agreement’s tariff
structure

The Western Balkans trade flows have been
experiencing “good times”, being expanded
faster than the EU-25 trade block trade flows
(see table 1.2). Exports growth rate in 2006 was
projected at 24% while imports’ at 22%.
Increased productivity due to further
completion of economic transformation reforms,
political stability and increased liberalization
within the block (with FTAs and CEFTA 2006
agreements) as well as with the European Union,
constitute some of the favourable changes that
have supported the positive trade developments.
However such expansion tendencies are not
equally distributed in the region: the exports
from Bulgaria, Serbia and Montenegro, and
Bosnia and Herzegovina have been expanding
more rapidly than exports of the other
countries.

However, despite the positive trade
developments while considering the total flows,
it must be noted that the regional trade
developments have been characterized by low
volumes of intra regional trade and ‘interethnic
trade’11. .Trade flows are mainly oriented
towards the European Union – particularly to
Italy, Germany, Austria and Greece. The
differences in the liberalization stage between
the EU and the region must be one of the
explanations. Trade flows from each of the
`countries in the region and shares to the total

1.5 Regional Trade – From Bilateral
FTAs to CEFTA 2006

of region are shown in table 1.5, while table 1.6
gives information about the main trade flows
within the region and with the rest of the world,
denoting that the EU is by far the main trade
partner of the countries in the region.

CEFTAs initiative of Western Balkan Countries,
introducing a higher degree of trade
liberalization and more harmonized policy
framework aimed at promoting and increasing
intra-regional trade and investment flows as well
as accelerating integration, and also promoting
trade with the European Union through
extending the value chain into the whole region.

The idea of implementing a regional free trade
area instead of a “spaghetti bowl” format of
trade liberalization, which was already embodied
in has been pronounced within the Stability Pact
framework early in time, but due to the political
obstacles this initiative took some time to be in
place. The cumbersome nature of the bilateral
agreements especially in terms of rules of origin
has affected investors mainly because the absent
diagonal commutation has impaired the investors’
ability to take the advantages of free market
access.

The CEFTA 2006 initiative aims to positively
influence trade and investments within the

11   Trade within ethnic gropups, see Gligorov V, 2005
     Western Balkan Free Trade Area – Comments,
     European Balkan Observer
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Table 1.5: Western Balkan Countries Trade Flows (in Million USD)

Source: EBRD, 2006 “Transition Report”, data set. 2005 and 2006 data are estimates and projections

Western Balkan countries as well as flows toward
EU market and promote cooperation in the
region12. CEFTA agreement, which was signed on
19 December 2006, will come into force on 1
May 2007 after all participating parties (at least
five of them) have deposited an approval or
ratification document on the agreement. The
process of creating a fully Free Trade Area in
the region is foreseen, as foreseen in the signed
Agreement, is going to last until December 2010.

The Agreement introduces a full liberalization
of the industrial products – a zero tariff rate,
but given the importance that agriculture has
for the regional economies, as well as the
sensitivity of these goods to imports, some
protection for the agriculture sectors was
negotiated by all the countries. For Albania,
agriculture products’ protection does not add
much on the zero liberalization introduced for
industrial good. Table 1.7 provides information
on the situation of tariff protection/
liberalization for the year 2006.

The average tariff applied on the imports
originating from CEFTA 2006 countries, is for most
of the countries around 2%. Albania’s protection
on the agriculture products does mainly covers
imports of meat (poultry and cow), cheese, a
group of vegetables and fruits (tomatoes,
potatoes, onion, carrots, beans, apples, peas,
oranges and tangerines, etc.), herbs (medicinal
or of other uses), decorative tree and flowers,
waters, milk based drinks, non-alcoholic drink
and wines – all this broadly summarized group of
products, considered as highly sensitive, are
imported in Albania with a 15% import tariff (being
the highest tariff rate under the CEFTA 2006
frame).

Trade liberalization through tariff reduction and
agreement to remove also other not-tariff
barriers to trade are supported by a higher
harmonization that CEFTA introduces and by the
diagonal accumulation of values. This important
option of FTAs was missed by bilateral trade
agreements and is debated to be a reason of
having little changes in trade and economic
integration throughout the region.

12   Figures belong to the year 2005.
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Table 1.6: Balkan countries’ main trading partners12

Source: Eurostat, 2006

Table 1.7: Tariff Scales and Average Tariff for Imports Originating from CEFTA 2006

Source: ACIT own calculations
*Average is weighted by number of tariff lines
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2. Albania’s Trade Developments

2.1 Albania’s Economic Environment
during 2006

The ongoing structural reforms and relatively
stable macroeconomic framework have been
good supporters of the economic growth in
Albania, which was estimated to reach at 5% in
2006 as compared to 5.5% in 2005. Positive
developments from the supply side were present
in industry, construction and services, while
domestic demand has been high at satisfactory
level to induce the economic growth. Demand
seasonal features have not been putting unusual
inflationary pressures on consumer prices.

The year 2006 favored particularly the
construction and industry, which reached the
highest growth rate, 10.3% and 10.1%
respectively, although such rates are somehow
lower compared to the previous year ones, as

shown in table 2.1. The industry growth is mainly
a result of the increase of mineral extracting
and processing activities. Services, counting for
the largest share of GDP (43.1%) grew only
moderately, by 2.1% although some specific
services, like hotels and restaurants and other
services have shown quite high rates of growth.
Agro-processing industry is experiencing a good
expansion, increasing its output by 6% while raw
agriculture production, reflecting a low
productivity and very poor investments,
experienced a low growth rate of only 1.8%.

The energy sector being suffered from its supply
side shortage, has negatively affected the real
output growth and performance through its
linkages with the costs structures. The
persistence of the energy supply shortage
increases the risk of having the economic growth
influenced by such a factor even in a long term
perspective.

Table 2.1: Economic Growth by Sector, 2006

Figure 2.1: Monthly Average Inflation Rate (2000-2006)

Source: Bank of Albania – “Economic Bulletin”, Volume 9/4, 2006. *Preliminary data.

Source: The Bank of Albania – “Economic Bulletin”, Volume 9/4, 2006.
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The average inflation rate in 2006 was 2.4%, being
the same as in the previous year and showing
price stability. The inflationary pressure in the
economy has come mainly from the increase of
electrical energy prices in August 2006; increase
of oil prices, and also seasonality of agriculture
products prices. The Albanian currency (Lekë)
appreciation toward Euros and USD has been
playing a smoothing role on the supply side
inflationary pressures, by reducing the cost of
the imported goods, especially energy. The
monthly based inflation dynamics and volatility
in the period 2002-2006, is shown in figure 2.1.

The current account transactions volume was
increased by 14% in 2006, with 95% of the current
expenditures allocated to goods acquisition from
other countries. During 2006, economy openness
index experienced a slight increase, reaching
42% of the GDP as compared to 40% for the year
2005, as shown in table 2.2. The imports share
of GDP was 33% while export share only 9%.
Exports covered only 26% of imports (1 percent
point higher when compare to 2005) and trade
deficit was a quarter of the country GDP for
2006.

Such indicators attest the competitiveness
challenges the Albanian economy is facing with.

Table 2.2: Macro-Trade Indicators15

In order to successfully cope with, and positively
canalise the ‘pressure’ coming from, the
liberalization processes, the only way is to
advance and intensify the structural reforms
particularly those related to the improvement
of business and investment climate; the
improvement of governance; institutionalizing
the market and applying the EU internal market
principles; facilitating trade, etc. Box 1 provides
information on the Albanian economy’s as regard
to its competitiveness position, based on the
indicators calculated by some international
institutions.

Net service exports, as reported by the Bank of
Albania, reached at 65 Million Euros in 2006,
having decreased by 53% as compared to 2005.
However, tourism sector has generated 804
Million Euros which is 28% higher than the income
generated from exports of goods, having
increased by 16% as compared to 2005. The
improvements in the current balance of all other
services, especially in financial services, reflect
the positive developments in this sector
characterized by market liberalization and
technology invasion. Remittances, valued at 933
Million Euros or 12.8% of GDP, have been the
main source of current transfers in 2006, as
reported by the Bank of Albania.

Source: The bank of Albania statistics, IMF and ACIT own Calculations
*Estimates sourced by IMF and Ministry of Finance and own calculations

15   Some changes in the value of a few indicators as compared to the previous ACIT’s reports, can be explained by different figures
    used for the value of the GDP being revised by the responsive institutions as well as by the effects of .the currency used.
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According to the World Bank Report “Doing Business 2007” when considering the ‘Ease of Doing Business’, Albania is ranked
at the 120th position (among 170 national economies). But, according to the same Report, it ranks at the 162nd at protecting
investors; 125th at paying taxes; 161st at dealing with licenses; 121st at starting a business (http://www.doingbusiness.org/
ExploreEconomies)

The Global Competitiveness Report 2006-2007 “Creating an Improved Business Environment” of the World Economic Forum,
ranks Albania at the 98th position out of 125 countries/economies while considering the Global Competitiveness Index but the
position is further worsened when the Business Competitiveness Index is considered: Albania is ranked as the 119th out of 121
countries/economies. The most influent factors for such a position are considered the inadequate supply of infrastructure,
corruption, and inefficient government bureaucracy (p. 142).

Box 1:     The competitiveness position of the Albanian economy

In 2006 Albania’s foreign trade flows were
characterized by positive developments. The
trade volume reached 3,840.3 Million USD (3,052
Million Euros), having increased by 18% as
compared to 2005. The exports volume was 790.6
million USD (629 Million Euros), having increased
by 20%16 as compared to 2005, a rate which stays
above the average one (17.6%) for the period
1993-2006. Flow of imported goods into the
domestic market increased slower than exports
- there was a 3% difference in import and export
growth rate. Imports valued at 3,049.7 Million
USD (€2,243.0 Million) for 2006 and were 3.8 times
higher than the volume of exports.

Trade deficit reached at 2,259 Million USD (1,794
Million Euro) and was increased by 16% as

compared to 2005, an increment lower than the
average growth of trade deficit (19%) in a time
horizon of 14 years starting from 1993 till 2006.
Exports and imports volume and respective are
shown in figure 2.2.

Imports’ highest growth rates were reached
during March, June and November 2006, while
exports boomed during May 2006 and the last
quarter, where the average growth rate of
exports reached at 33%, as shown in table 2.3
The trade performance indexes do reflect the
volatility of the local currency1 against the dollar
as well as the Euro evaluation against the USD.
Table 2.4 shows such an affect, although the
trend is maintained.

2.2 Trade Flows: Dynamics and Structure

Figure 2.2: Trade Flows1 and Growth Rates, 1993-2006

16   This growth rates refer to data expressed in USD.
17    ACIT’s  gross data on foreign trade are all expressed in the Albanian currency, Lekë, and originate from The General
      Directorate of Customs, Albania. Their conversion into EURO and USD is based on the average monthly exchange rate
       issued by The Bank of Albania.
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Table 2.3: Albanian Imports and Exports Flows, 2006

Source: Customs General Directorate of Albania and ACIT own calculations
*The growth rates are calculate as percentage change between trade flows of
the same month 2006/2005

Table 2.4: Albanian Imports and Export Flows during 2006

Source: Customs General Directorate of Albania and ACIT own calculations

Box 2: An estimate of Albania’s trade flows

Albania’s trade flows estimations are based on an
autoregressive regression of exports/imports at
first order of differentiation for both series to
recover their stationary. For both series seasonal
dummies were found significant and added to the
forecast process. At explaining import and exports
flows, significant relation was found between time
t and five previous months, suggesting a lag
structure of 5.

Export Equation

Import Equation

According to the estimates of foreign trade flows
based on a time series analysis of monthly trade
flows in the period 1993-2006, exports for 2007
are valued at 929.93 Million USD with an expected
growth rate of 17.7%, and expected import are
valued at 3,553.9 Million USD with an increment
rate of 16.4%, as shown in table 2.5. The box 2
explains the model used for the estimates. The
growth rates reflect a bit of a slow down, as
compared to the development pace in 2006.

Some reasons that may supports such outcome
could be an overall slowdown of the economic
growth or increased competition from the
European and regional markets under low
competitiveness of the local business, which is
further put at risk from the increased costs of
labor and energy.
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Table 2.5: Trade Flows Estimations

Source: ACIT, own estimates.

Textile and footwear products, main metals,
mineral products, prepared foods and drinks are
the dominant product-groups in the sectorial
structure of export in terms of the share they
represents. Their dynamics have also shaped the
total exports dynamics. The feature of
concentration of exports in only few products,
making trade performance more vulnerable to
world trade and prices development, has been
slightly reduced (by 5%) during the period 2003-
2006 but it is still at high levels. The
concentration indexes for exports and imports
are shown in table 2.6.

2.2.1 Sectorial Structure and Development
of Albanian Foreign Trade

Table 2.6: The Hirchman Index of Exports/Imports structure concentration

Source: ACIT’s own calculations

18

18    Hirschman (H) index of concentration is calculated using the share of exports of section i- xi  in  the following formula : Hj =
     sqrt [sum (xi/Xt)

2], where xi is exports of section i, and Xt is total exports. The lower the index, the less concentrated are
     exports/imports flows.

Textile and footwear products’ share in exports
flows during 2006 was 77%, and differently from
last year where a slowdown of this sector was
observed mainly due to the world trade
developments, the 2006 exports flows
were quite dynamic with an increment
rate of 14%. However a tendency of
textile and footwear products to lose
their share on the total exports is
observed; year by year this group of
export are losing share but this

phenomenon is more a reflection of the
faster dynamics of the other group of
exported products rather than a poor
performance of these sectors.

Mineral products and main metals’
exports were growing quite fast during
2006, partly affected by the increased
world prices and demand. The increase
in-country supply capacities in the oil
sector, as well as steel and chromium
production by foreign investments has
supported such a growth. Mineral
products and main metals’ exports
increased twice faster than total
exports, and valued at 187 Million USD
by end 2006. Exports of cooper and
steel products, oil and oil products

derived from bituminous minerals and chromium
minerals, were the products that mostly
contributed to mineral and metal exports
increment.

Positive developments have also characterized
exports of vegetables products and prepared
food, beverages and tobacco products. Their
share in total exports has not changed much
from the historical average, but the growth rate
kept following the general export rhythm –
vegetable products grew by 18% in 2006, while
prepared food and beverages growth rate was
12%. Traditional exported products that have
been contributing in the sector export
performance are anchovies and salmons
prepared and preserved, medical plants, waters,
beer produced from malt, water melons, and
olives. Chemical industrial products and alloys
is the only group of product that has suffered
shrinkage of exports, mainly due to the decrease
in exports of medicaments. The structure of
exports and imports is shown in table 2.7.

Positive growth rates have characterized most
of the sectorial structure of imports; only 2 out
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Table 2.7: Structure of Exports and Imports Flows, 2006

Source: Customs General Directorate of Albania and ACIT’s own calculations

Fig. 2.3: Sectorial Structure of the 2006 Exp. Flows Fig. 2.4: Sectorial Structure of the 2006 Imp. Flows

Fig. 2.3: Sectorial Structure of the 2006 Exp. Flows Fig. 2.4: Sectorial Structure of the 2006 Imp. Flows
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of 21 sections have been experiencing a
decreasing trend during 2006 as compared to
2005. The sectorial structure is more dispersed
than that of exports, but in contrast to the
dispersing tendency of the export structure,
imports sectorial structure tends to get more
concentrated. The sectorial structure of imports
and exports is shown in figure 2.3 and 2.4
respectively. Imports of mechanical and
electrical equipments, mineral and base metals,
textile products, prepared food and beverages,
chemicals and vegetable products, represented
in 2006 71 % of the total import flows, valued in
USD.

The imports of mechanical and electrical
machineries decreased by 3% in 2006; such a
decline has not been a feature of the top
imported products from this category of goods.
The highest share of imports on this category
goes to investment in the energy sector and
telecommunication; refrigerators and washing
machines are also important.

The imports of mineral and main metal products
represent the highest share of imports; for 2006
it was 23% and import expansion rate reached
at 35% for mineral products and 31% for the base
metal and their products. The share and
development of imports in this group of products

is affected by high inflationary pressures on
these products induced from the world market
development, especially high prices for oils and
steel products. Continuous booming demand for
oil and seasonal hikes of demand for electrical
energy, accompanied by serious domestic supply
shortage has been a reason of the observed
increment rate of mineral products’ imports
growth rate. Oil and electrical energy imports
are shown in table 2.8.

Imports of steel, iron and aluminium products,
mainly demanded as input of the construction
sector has boomed during 2006, with growth
rates far higher than total imports growth rates.
Textile imports (mainly final products), food items
(sugar, beer, waters, etc.),tobacco, medicaments
(of different nature), cleaning products as well
as vegetables (grain, rise, apples, oranges and
coffee), have been important elements of the
import structure in term of their volume.

Among the imported textile products, inputs for
further processing are characterized by the
highest growth rate (annual change rate was
29% as compared with 2005); tobacco (cigarettes)
had the lowest growth rate among the prepared
food products; while concerning fruits and
vegetables, imports of apples has been
decreased by 11% when compared with 2005,
showing import substitution tendencies.

Table 2.8: Oil and Electrical Energy Imports

Source: Customs General Directorate of Albania and ACIT’s own calculations

The ten most exported products in 2006, as
shown in table 2.9, represented 43% of the total
export flows. Products from footwear and textile
sector – shoes and upper parts of shoes, trousers
and other clothing’s for men, t-shirts and other
cotton clothes were shortlisted as exports with
highest values. Trousers and men clothing are
also showed in the list of products with highest
increase in export volume as compared with the
previous year.

2.2.2 Most Traded Products During 2006

Exports of footwear products have listed exports
of finished footwear (boots or winter shoes) as
the product with the highest increase in value
during 2006, while exports of spring and summer
footwear with or without metallic cover had
experienced a shrink in their value.

Cooper scrap and chromium minerals are
important products in terms of both, of volume
(in USD) and growth. Both copper scrap and
chromium minerals volume of export have had
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Table 2.9: Top Ten Exported Goods, 2006

Source: Customs General Directorate of Albania and ACIT’s own calculations

Table 2.10: Exported products with the highest value of increment, 2006

Source: Customs General Directorate of Albania and ACIT’s own calculations

the highest growth in 2006 as compared to 2005,
being increased by 19 Million USD and 11 million
USD respectively. The exported products with
the highest value of growth are shown in table

The ten most imported products were
accounting for 20% of the total import flows
during 2006. They reflected in a simplified
manner those parts of the domestic demand that

have been leading the developments observed
in total flows of imports. The unsatisfied
domestic demand for both forms of energy, oil
products and electrical energy, has contributed
to enlist these products in the top ten most
imported groups of products, with the highest
increase of import value for 2006. Increased
imports of vehicles are another factor exerting
pressure on oil imports.
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Table 2.11: Top Ten Ranked Imported Goods, 2006

The need for fulfilling the demand for inputs of
one of the most dynamic sectors of the Albanian
economy-construction-namely cement and steel
and iron, does explain the inclusion of such
products in the list of the top ten most imported
products, being also among the most dynamic
imports. Other important imports are

medicaments, a vanity in the domestic
production covered by imports; grain and
cigarette import are also important elements of
the product structure of imports flows in term
of their value.

The list of the most imported products in 2006
is shown in table 2.11.
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2.3 The Geography of Trade Flows

During 2006 most of the Albanian exports flew
towards Italy and Greece; their share on total
exports was 83% and was characterized by
expansionary tendencies. Exports in the whole
EU-25 trade block reached at 696 Million USD
and were increased by 19% as compared with
2005.

Table 2.12: The Geography of Albania’s Trade Flows

Exports flows toward Western Balkan countries
represented a share of 8% of the total exports;
in a ranking list of 10 main trading partners (in
exporting) four of them were regional partners.
As compared to 2005, exports toward regional
trading partners have been changing faster than

Figure 2.5: Countries of Exports Destination Figure 2.6: Countries of Imports Origin
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the overall growth of exports and also faster
than exports with traditional partners. The Free
Trade area, which recently is moving toward a
more uniformed and deep trade liberalization
through CEFTA 2006, has shown signs of trade
flows creations. The geography of exports and
imports is shown in details in table 2.12 and in
figures 2.5 and 2.6.

The casual and sometime more structural,
developments in the geography of export flows
have helped in a quite slightly smoothing of
geographic concentration of exports flows,
which is still very high as a result of the high
concentration of the trade mass around EU-25
trading block.

The imports geographic concentration is as
much as half of that of exports, and the disperse
tendencies have given this ratio a faster
downward trend. The Italy and Greece share
on imports reaches at 46%, while other important
partners are Turkey, Germany and China. The
only regional partners in importing commodities
among 10 most important importing countries
are Macedonia (which provides 2% of total

imports) and Bulgaria (3%). Table 2.13 shows the
geographical concentration indicators, referring
again to the Hirchman Index.

The imports originating from the region reached
for 2006 a value of 361 million USD, accounting
for 10% of imports flows. The value of trade with
the regional countries (bilateral FTAs – CEFTA 2006
partners) is not of a particular interest due to
its value and share but the dynamics of trade
flows are worth of attention. Other important
partners in trade outside the two main blocks
of trade are Turkey and China. Albanian exports
toward Turkey were only 1% of the total export
flows, and they somehow have shrank in 2006. A
factor that might have affected this
phenomenon could have been a possible
postponement of commodity transactions by
traders while waiting for benefits to be ripped
from the bilateral FTA signed between Albanian
and Turkey in December 2006. Imports from the
Chinese market, were reduced by 5% as compare
to 2005, a reduction that might have been partly
caused by increased transportation costs and
international prices, which reduces the
competitiveness of goods originating from China.

Table 2.13: Hirchman Index of Exports/Imports Geographic Concentration

Source: Author’s own calculations

2.4 Trade of the Agriculture Products

Exports of agriculture products in 2006 valued
at 63 Million USD and were increased by 17% as
compared to the previous year. They captured
only 8% of the total exports, showing a very slight
shrinking tendency in their importance for the
Albanian exports, which might be a result of the
decreased agriculture and food prices. Seafood
products (prepared and raw ones), herbs and
spices (including medical plants herbs), tobacco
and drinks (waters and alcoholic drinks produced
of distilled grapes,) have been the dominating
groups of products in term of their share on
total agriculture products exports.

During 2006, water melon exports have been
noticeably consolidated in the list of exported
agriculture products, with an almost doubled

value as compared to the previous year and a
much higher increase as compared with the
historical presence of this product in the export
flows. Another show up at the list of the most
exported agriculture articles is beer, with an
export value being increased 3 times as much as
in 2005. Unfortunately these new products do
not present a remarkable value or share to the
total export flows, but they are definitely signs
of the increased and improved agro-food
production and marketing.

Among the traditional exports, the exports of
anchovies reached at 21 Million USD and were
increased by 4 Million USD (31%) in 2006, with
destinations mainly to European and some
regional markets, such as the Croatian one.
Tobacco exports were decreased by 23% in 2006,
while herbs and roots (mainly used for cosmetics
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Table 2.14: Export/Imports Flows of Agriculture Products, 2006

and in medicament production) were increased
by 6% and have reached a value of 16 million
USD. This group of products count for 77% of
the total export flows, which demonstrates the
high concentration rate and poorness in the
structure of agriculture products being
exported.

The imports of agriculture products reached in
2006 a value of 546 Million USD, by accounting
for 18% of the total imports. When compared to
2005 they increased by 16% and were dominated
by imports of different grains, fruits, drinks
(alcoholic and non alcoholic) as well as tobacco,
vegetables, and oils products.

Imports of the live animals (caws – for
reproduction, and pigs) as well as meat, imports
of sugar and oil from sunflowers, bier and
whiskies from alcoholic drinks were some
products at 6-digit lists that showed an increase
more than the other traditional imports. Imports
of grain and tobacco, the most voluminous
imports, were also increasing but at lower pace.
Decreasing trends have characterized imports
of chicken meat (frozen), some sea products
(conserved anchovies), fruit juice, apples, etc.
Flour volume has also decreased – contrasted
by the increase in the processed grain; biscuits
and pasta products have also decreased, showing
a tendency of import substitution.

2 .     A L B A N I A ’ S  T R A D E  D E V E L O P M E N T S
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3. Albania’s Trade with EU

3.1 The Interim Agreement – the Prospects
of the Albania’s Trade with the EU

The Interim Agreement between Albania and the
EU, which entered into force on 2006, December
the 1st is going to have a great impetus in the
liberalization of Albania’s foreign trade. This is
not only because of the accelerated rates of
liberalization foreseen under this Agreement (as
compared to the Albania’s WTO commitments)
but also because of the predominance of the
EU as a trade partner of Albania. Being an integral
part of the Stabilization and Association
Agreement between Albania and the EU, this
agreement will also play an important role in
fostering the integration of Albania into the
European Community (EC).

While the common breath of the Interim
Agreement was that of symmetric trade regime
between the parties, as opposed to an
asymmetric regime in place since 1992, it makes
specific treatments of different product-groups
as follows:

Table 3.1: Tariff liberalization of agriculture products exported to the EU

For Albanian-originating products exported to
the EC:

(i) Industrial products: all duty free upon
entering into force of the Agreement
(01.12.2006)

(ii) Agricultural products: tariff liberalization
according to the table 3.1:

The agreement foresees duty free regime for a
list of 323 processed agricultural products
originating from Albania entering the EC markets.

For EC-originating products exported to Albania:

1. industrial products: all duty free, except
some products such as salt, Portland
cement, motor spirits, cosmetics and
detergents, plastics, footwear, fuels, tiles,
used tires, construction steel, wooden
furniture, which will be reduced through a
reduction scale in the lifespan of 5 years19.

2. agriculture products: tariff liberalization
according to the table 3.2:

19     80% of MFN duty upon entry into force, 60% of MFN duty in the first year, 40% of MFN duty in the second year, 20% in the third
     year, 10% in the fourth year, duty free in the fifth year
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Table 3.2: Tariff liberalization of agriculture products exported to the Albania

It is expected that IA will impact Albanian
economy in various ways. From the consumers’
perspective, it will make consumers’ goods
cheaper, considering the fact that most imported
consuming products are coming from EC markets;
it will also increase the consumers’ choice. From
the producers’ perspective, while the sensitive
sectors will try to cope with the competitive
pressure of cheaper products coming from EU,

the production sectors that use imported raw
materials and machineries will benefit from trade
liberalization; also trade diversion might be
expected. From the public finance perspective,
while trade liberalization may be accompanied
by less customs revenues in short run, the
picture may change in longer terms; also other
budget revenues will be expected in medium to
long run as a result of a business environment
expected to be improved.

3 .    A L B A N I A ’ S  T R A D E  W I T H  E U
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3.2 Dynamics and Structure of Albania’s
trade with the EU-25

3.2.1 Trade flows

Trade flows between Albania and EU-25 in 2006
reached to 1,800.486 million USD (€1,435.093
million), being increased by 14.55% as compared
to 2006, while the share of such flows to the
Albania’s total trade flows declined from 57% in
2005 to 54% in 2006. Such change is verified both,
for exports and imports. It must however be
noted that the share indicators are higher for
exports to the EU (88%) compared to the imports
from the EU (63%). Table 3.3 summarizes the main
developments of trade between Albania and the
EU during the period 2003-2006.

Trade flows have been oriented mainly to Italy
and Greece, Albania’s main trade partners. Their
share to total EU-25 trade volume has been stable
during the years. Germany ranks in the third
place, followed by Austria and Spain. All the rest
of the EU 25 counts for only 11% of the total
trade between Albania and EU 25. Figure 3.1
shows the geography of trade between Albania
and EU-25 member states. In a dynamic

Table 3.3: Summary of key trade indicators between Albania and EU-2520 (in million USD)

perspective, a change is observed in the share
of imports from and exports to, Greece as
compared to the total Albania-EU 25 exports and
imports: the share of imports to Greece is
reduced from 32% in 2003, to 27% in 2006; the
share of exports to Greece has been slightly
decreased from 14% in 2003 to 11% in 2006. In
meanwhile, the share of imports from and
exports to, Italy has been increased. For
example, exports are increased from 80% in 2003,
to 83% in 2006.

Figure 3.1: Share of the EU member states to total Albania-
EU-25 trade volume, 2006

20    Although 10 out of 25 EU-member countries got the membership only in May 2004, figures for 2003 include also the trade flows
     from these 10 countries.

3.2.2 Structure of Exports

Exports structure in 2006 shows the same
pattern as in the previous years: it is
concentrated on articles of footwear and textile
group of products which represent 62% of the
Albanian total exports towards the EU–25. These
exports are mainly inward processing products

and they flow mainly towards Italy and Greece.
Other important exports, as shown in figure 3.2,
are metal products (iron and steel products,
cooper and aluminum). Base metal exports
represent about 11% of the total exports, a
figure which is higher as compared to the
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previous years. From the agro-food industry,
processed meat, fish, crustaceans, mollusks and
other aquatic invertebrate products represent
2.8% of the total exports, with a value of 20
Million USD.

Out of 10 most exported products in 2006, six
of them are from the group of footwear products
(HS-2 digits 64). Footwear uppers and parts of
them (HS: 640610) is the most exported product
valued at 110.2 million USD, as shown in table
3.4. In this group of products, export of footwear
with metal cover has been decreased
considerably during 2006 (from 15 million USD in
2005, to 9.7 million USD in 2006) while finished
footwear (not only upper part) have been
exported in an increasing rate during 2006.

Exports of textile products –men’s trousers, and
shirts - have taken respectively the second and
third place in the list of the most exported
products for 2006. Their exports are valued at
88.4 million USD for 2006, and seem to have been
increased by an incremental rate through the
time span considered.

Figure 3.2: Structure of Albanian Exports to
EU-25 Trade Block, 2006

Exports of metal products being represented
by cooper waste and scrap are valued at 28
million USD for 2006. Cooper waste and scrap
have been increased 5 times as compared with
the volume of exports in 2005. Other important
exports from the group are iron and steel as
well as petroleum oils obtained from bituminous
minerals.

From agriculture sector, in the top-10 most
exported products are listed anchovies,
prepared and preserved, whole or in pieces (HS:
160416, valued at 21 million USD), and also plants
and parts of plants used primarily in perfumery,
with a value of 15.5 million USD.

Agriculture exports for 2006, at a value of about
65 million USD, represented 7.93% of the total
exports for 2006. The EU-25 area is getting 75%
of the total agriculture exports of Albania.

The structure of agriculture exports to EU
countries is dominated by primary agriculture
products, with very little processing work
embodied on their value. Prepared and
preserved fish and caviar are the leading group
of products being exported toward EU-25
countries, representing 42% of the total
agriculture exports to that destination. The
main exported product of this group, as
mentioned above, is anchovies, representing 99%
of the total agriculture exports. Other important
agriculture products being exported are sage
(HS: 121190), non-manufactured tobacco and
fresh fish. Among processed agriculture
products, the most important ones in export
flows are prepared and preserved vegetables,
waters and juices.

Table 3.4: Top-10 Most Exported Products to the EU, 2006

3 .    A L B A N I A ’ S  T R A D E  W I T H  E U
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3.2.3 Structure of Imports

Imports from the EU-25 countries reached 1.9
billions USD in 2006, showing a 13% increase
compared to 2005 (higher than the rate of 7%
marked in previous years). Still this increase, in
relative terms, was less than the increase of
Albania’s total imports. In 2006 the share of
Albania’s imports from the EU-25 to the total
imports of the country reached at 63%, the
lowest rate for the period 2003-2006.

Like exports, also imports from EU-25 have been
dominated by imports from Italy and Greece.
Figure 3.3 shows the share of EU-25 member
countries in the total imports of Albania from
EU-25 in 2006 while the sectorial content is shown
in figure 3.4. The main importing sectors from
EU-25 have been those of mechanical
machineries, transportation vehicles, and
electrical machineries. These imports represent

Figure 3.3: Imports from member countries
to total Albania’s imports from EU-25, 2006

mainly ongoing investment for the economy and
partly consumption for population. Their share
to total Albania’s imports from EU-25 has been
almost constant through the years of the period
under discussion.

A slight decrease in shares of imports has been
noted in various agro-food sectors such as those
of meat, fruits/vegetables, corn and flour, and
vegetal oils. Such decrease has been mainly due
to import substitution with domestic production
and less due to trade diversion with other non-
EU-25 countries.

Information about the most important products,
differentiated at the 6-digid level is given in the
table 3.5.

It is important to note that almost all the above
mentioned products (except for automobiles and
medicaments) represent raw materials and
supplies for production industries in Albania,
namely those in cement production, footwear
production, leather processing, etc.

Figure 3.4: Shares of sectorial imports from
the EU-25, 2006

Table 3.5: Most imported products from the EU-25, 2006

*The share to total imports in 2006 was compared to the share in the previous years.
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4. Trade with the Countries of the Region

4.1 A glance at the Albania’s trade with
the countries in the region

Imports and exports with the region have been

growing in percentage and in absolute values

and their share to the total imports and exports

has also increased in 2006 (see table 4.1). Imports

reached 316.6 million USD, being 54% higher than

their 205 million USD value in 2005. Exports were

valued 64 million USD, being increased by 14.8

million or 30% more than their value in 2005.

Nevertheless the region still accounts for a small

share of imports and exports as compared to

the EU, 10.2% and 8.06% respectively in 2006.

Trade flows, in relative terms, with each country

in the region during the period 2000-2006 are

shown in table 4.1.

Imports coverage from exports to the region,

experiencing a constant growth during the

years, reached to 20% in 2006, from 6.2% in 2002.

Regional trade of Albania has its geographical

characteristics. So Kosovo accounts for almost

half of the exports to the region to be followed

Table 4.1: Trade with the Countries of the Region

by Macedonia (20%) and Serbia and Montenegro

(17%). Imports’ shares are more evenly

distributed; nevertheless Bulgaria, Rumania and

Macedonia got the highest shares.

Industrial products account for the biggest share

of imports from and exports to, the region in

2006, 76% and 82% respectively. Such a structure

is positively related with the liberalisation focus

of the FTA-s. The share of agricultural products

to the total imports from and exports to, the

region has been slightly decreasing through the

last years. So, the agricultural products in 2006

account only for 18% of exports to the region -

a decrease by 4 percentage points in comparison

with the average share during the period 2003-

2006.

If we look at the agricultural products trade

flows of Albania with each country and their

relation to the preferential treatments granted

through tariffs liberalisation and quotas for

specific products, we must admit that this

‘liberalization space’ of FTA-s has been not fully

exploited. There is a lack of quotas fulfilment

by all countries (see Annex 4 on Quotas
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Figure: 4.1: Structure of Imports from the region, 2006 Figure 4.2: Structure of Exports from the Region 2006

Fulfilment) and most traded agricultural

products often/most of the time have not

profited from tariffs liberalization. Only in special

cases, like Kosovo, we see agricultural products

that fall under the liberalisation scheme and are

also in the top exported products list.

As we see from the Annex 4 on the most traded

products from the region, petroleum products

and electricity are the top imported products

from the region accounting together for

approximately 19% of the total imports. From a

price/quantity ratio comparison between 2005

and 2006, it results that the value of imports

has increased by 10.5 million USD or by 3% of

the total imports just because of the price

increase.

Table 4.2: The Changes in price and quantity of imported fuel products, 2005-2006

Source: ACIT’s own calculations

4.2 Trade flows and bilateral FTAs

For the period 2002-2006, trade with the
countries in the region has been tailored by
trade liberalisation policies implemented through
the bilateral free trade agreements. These
agreements granted trade facilitation to the
respective countries through tariffs liberalisation
and also covered many trade related aspects
such as rules of origin, import and export
procedures between countries, etc.

Common Characteristics of tariffs liberalisation
of all agreements were:

· Treatment of custom duties based in the
Harmonised System codes and coverage of
all products hereunder.

· Strong tariff decrease for the exchange of
industrial products. Tariffs of industrial
products tend to be zeroed within a 5-6
years period (by 2007) with all regional
countries.

4 . T R A D E  W I T H  T H E  C O U N T R I E S  O F  T H E  R E G I O N
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· Some tariffs facilitation for agricultural
products through preferential treatment
and quotas for specific products that were
negotiated separately with each country.

Despite the positive effects of the bilateral FTA-
s, they showed also a number of shortcomings
related to their asymmetries in the scope and
deepness of tariff liberalization; difficulties in
applying rules of origin; institutional problems;
non-tariff liberalization; not properly covering
the ‘new trade issues’ (such as competition,
government procurement, protection of
intellectual property) etc.

By end 2006 (19 December) in Bucharest, a
modern, improved and expanded Central
European Free Trade Agreement (CEFTA 2006) was
signed by all countries of South Eastern Europe
as well as Kosovo, which aims at creating a free
trade area in South Eastern Europe. CEFTA 2006
is expected to enter into force in May 2007. It
is expected that this agreement not will only
accelerate the tariff and non-tariff trade
liberalization between countries in the region
by replacing the ‘spaghetti bowl’ of regional
FTAs, but will also serve as ‘a stepping stone
towards the closer economic cooperation that
is an inevitable part of membership of the
European Union’21.

4.2.1 Trade with Bosnia & Herzegovina

In the case of trade with Bosnia and Herzegovina
we see a trade revival because of the impetus
given by the bilateral FTA that entered into force
in December 2004. Exports in 2006 have been
growing almost 4 times while imports 3 times as
compared to 2005; nevertheless imports are
higher in absolute values, explaining an
increasing trade deficit. The trade flows with
Bosnia and Herzegovina are shown in figure 4.3.
Imports’ coverage from exports is 47.5%, having
increased out of 32.7% in 2005. Imports and
exports flows tend to be higher in the second
half of the year 2006, although with a slow
decrease in October. This is a repetitive
characteristic during the last two years.

As we see from the figures 4.4 and 4.5, trade
flows between the two counties are presented

from a narrow variety of products. In 2006, 63%
of Bosnia & Herzegovina’s imports are wooden
semi finished products, a product that falls under
the liberalisation scheme. The share of these
products in the 2005’s imports was 53%.
Agricultural products account only for 5% of the
total imports from B&H and the products
accounting for the highest shares are treated
with MFN tariffs.

Figure: 4.3: Trade flows with Bosnia & Herzegovina,
1999- 2006 (in million USD)

Figure 4.4: Structure of Imports from B&H, 2006

Figure 4.5: Structure of Exports to B&H, 2006

21   Olli Rehn, EU Enlargement Commissionner.
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About 90% of exports to Bosnia and Herzegovina
are raw skins and hides. The value has been
constantly growing to reach almost 6% of total
exports to the region, another signal of already
stabilized commodity exchange between Albania
and B&H. This is also a group of products that
profits from the industrial products liberalisation

scheme in the framework of the bilateral FTA.
Agricultural products account for less than 1%
of total exports, share which has shrunken
further as compared with 2005, although exports
of the only remaining representative from the
agricultural products, watermelon, has been
growing during 2006.

Source: Free Trade Agreement between the Republic of Albania and Bosnia-Herzegovina
* - geese, ducks, cut plants and flowers, vegetables, nuts, grapes, pepper, vanilla, cinnamon, ginger,
barley, wheat flour, vegetal juices and extracts, fats)
** - meat of sheep and goats, fresh fish, mollusk, potatoes, tomatoes, figs, corn flour, olive oil,
vegetables, fruit, sausage, meat offal, yeasts).

No quotas are applied to trade flows between the two countries

4.2.2 Trade with Bulgaria

Trade flows with Bulgaria are highly dominated
by imports. As the figure below shows, the trade
deficit is almost equal with the imports value.
Bulgaria is the most important regional import
partner for Albania, accounting for 32% of

imports from the region, while export
developments tend to be very slow. Albania is
exporting only a value equal to 3.3% of the value
of imports from Bulgaria, which account for 5%
of the total exports to the region (see table
4.1) In 2006 there has been a small decrease of
exports in absolute value in comparison with the
previous year. Imports have been constantly
increasing since 2003, letting behind their
stability during 1999-2002 (figure 4.6)

Exports to Bulgaria in 2006 have been more
intense during the first half of the year while
imports are rather constant throughout the
year.

Agricultural products account for 26% of the
total imports while industrial products for 74%.
There is a wide range of products supplied from
Bulgaria; nevertheless the top ten imported
products account for 60% of total imports.
Bovine animal’s imports account for 52% of
agricultural products and for 16% of total
imports; gas oils account also for 16% of total
imports. The main imported products prove a
constant presence in the Albanian market and

Figure: 4.6: Trade flows with Bulgaria 1999-2006,
in million USD

Free trade agreement with Bosnia-Herzegovina entered into force only on December 1, 2004. The
agreement foresees, amid others, the following import duties:

4 . T R A D E  W I T H  T H E  C O U N T R I E S  O F  T H E  R E G I O N



A L B A N I A N  C E N T R E  F O R  I N T E R N AT I O N A L  T R A D E  ( A C I T )

41

some of them like the two above mentioned
ones have doubled or tripled their inflow during
2006 (for more see the Annex 4 on top traded
products from the region). These agricultural
products are not preferentially treated and do
not fall under any liberalisation scheme in the
framework of the bilateral FTA with Bulgaria.

Agricultural products account for 4% of total
exports while industrial products for 96%. Some
of the top exported products that have been
constant in the Bulgarian market are roasted
coffee even though representing a very small
share, plants used in perfumery and pharmacy,
cooper scrap that accounts for 61% of total
exports and wooden furniture for bedrooms.

Quotas granted to each other for agricultural
product have not been fully used from Bulgaria
and mostly not used from Albania, as we see in
the Annex 5. The average quota fulfilment from
Bulgaria was relatively high in 2003 (41.4%) to
drop to 6.03% in 2006. Some of the products for
which quotas have been used in 2006 are natural
waters with 17.9% of the quota, natural honey
and other jams, etc. The decrease in the average
fulfilment of quotas is mainly due to the
suspension of imports of some products under
quota tariffs such as cheese and crud, beans

Figure 4.8: Structure of Exports to Bulgaria, 2006

Figure 4.7: Structure of Imports from Bulgaria, 2006

and sweetened waters, etc.
Albania has only once filled the cabbage quotas
in 2004 but has not used any of the granted
quotas during the years 2003, 2005 and 2006.
For more, see Annex 5.

The FTA with Bulgaria entered into force on September 1st, 2003. The Free Trade Agreement foresees,
amid others, the following import duties:

Source: Free Trade Agreement between the Republic of Albania and Bulgaria
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4.2.3 Trade with Croatia

Croatia is ranked the forth in the list of regional
countries, representing 11% of total imports from
the region. Exports to Croatia (2.25 million USD)
represent 3.5% of total exports to the region.
Even though the exports value is still the second
last in the region they show positive
developments in 2006: a 10 times increase in
comparison with 2005 (179 thousand USD), which
is a positive shift for the first time after the

Figure 4.9: Trade with Croatia,1999-2006, in million USD

Figure 4.10: Structure of imports from Croatia during 2006

Figure 4.11: Structure of exports to Croatia during 2006

year 2000. The dynamics of trade with Croatia is
shown in figure 4.9.

Still the imports coverage from exports remains
very low (6.3%) while the trade deficit has been
almost equal to the value of imports during the
last years.

The figures 4.10 and 4.11 show the structure of
imports from and exports to, Croatia
respectively. About 96% of Albania’s exports to
Croatia are agricultural products, being
relatively highly concentrated; 99% of exports
are represented from the top 10 exported
products. The sudden increase of exports during
2006 (10 times as much) is caused by the entry
in Croatian market of the conserved anchovies
and other fishery products, so this product that
has found ground in the Croatian market only in
2006, represents already 62% of total exports to
the country. Another top product whose quotas
have been only partly used, are plants used in
pharmacy or perfumery. Even though exports
to Croatia have a strong agricultural character,
only the above mentioned commodity is
preferentially treated with the tariff quotas
system.

Imports from Croatia offer a wider range to the
Albanian market but remain still relatively
concentrated: the top ten products represent
68% of total imports. This is a small increase in
comparison with 2005 when they accounted for
63% of the total. That means that the increase
in imports is either due to the entry in our
market of new products and/or partially due to
the fuel products price increase (one of the
top imported products is butane).

Industrial products account for 90% of total
imports from Croatia. The top imported product,
which accounts for 25% of the total imports, is
cement. Other imported products included in
the top list, are bitumen (12%), and electrical
appliances for the households (12%). Among most
imported agricultural products are also fresh
anchovies (2.5%) and malt (2.5%).

As we see from the Annex 5, the quotas have
been used by both sides but more from Croatia,
which has exceeded them in many cases (such
as flour, and other wheat products). Albania has
also been constantly using the medicinal herbs
quotas, which were exceeded at last in 2006.

The quotas granted to Croatia were up to 44.2%
used on average. The quotas granted to Albania
were up to an average of 5.1% used, only because
of the quota fulfilment und surpass of the
medicinal plants (by 254%).
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The Free Trade Agreement with Croatia, which entered into force on June 1, 2003, foresaw the following
import duties:

Source: Free Trade Agreement between the Republic of Albania and Croatia

4.2.4 Trade with Kosovo

Kosovo is the only country in the region with
which we have a positive trade balance. The
dynamics of trade with Kosovo is described in
figure 4.12.

Exports from Kosovo account for 47% of exports
to the region while imports for only 6%. Exports
have increased with 12% during 2006 reaching
30 million US$ in 2006, while the share to total
regional exports has decreased, because of
positive exports developments related with
other countries of the region. On the other
hand imports from Kosovo account for 6% of the
total imports from the region, a share
comparable with that of 2005 although in
absolute value of imports was increased by 61%
as compared to 2005, reaching at 17 million US$.

Exports from Kosovo account for 47% of exports
to the region while imports for only 6%. Exports
have increased with 12% during 2006 reaching
30 million US$ in 2006, while the share to total
regional exports has decreased, because of
positive exports developments related with
other countries of the region. On the other
hand imports from Kosovo account for 6% of the
total imports from the region, a share
comparable with that of 2005 although in
absolute value of imports was increased by 61%
as compared to 2005, reaching at 17 million US$.

Figure: 4.12: Trade with Kosovo,1999-2006, in million USD

Figure 4.14: Structure of Exports to Kosovo, 2006

Figure 4.13: Structure of Imports from Kosovo,  2006
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The structure of trade shows that industrial
products account for 75% of the trade flows.
Exports are represented by a relatively wide
range of products, although 84% of the total
belongs to the top ten most exported products.
Bars of iron and steel account for 35% of the
total exports, while fuel products like bitumen
and other oils account for respectively 14% and
19% of the total. Agriculture products are
strongly represented by some selective products,
which are watermelons (1.6% of total exports to
Kosovo), mineral waters (15%), and coffee roasted
(2.1%).

All the top ten exported products, being
industrial or agricultural, fall under the

liberalisation scheme of the FTA with Kosovo
except for the roasted coffee.

Imports from Kosovo are also mostly industrial
but agricultural products do have their share
also (28%). The top ten imported products
account for 65% of the total imports and are
mainly industrial product like iron and steel
scraps (approximately 30% of the total),
aluminium scraps, etc. The most imported
agricultural products are sweet potatoes and
fruit juices.

Most of the imported products, both agricultural
and industrial ones, fall under the liberalisation
scheme.

The FTA with Kosovo entered into force on October 1, 2003, foreseeing, amid others, the following
import duties:

Source: Free Trade Agreement Between the Republic of Albania and Kosovo

Approximately only 50% of the quota granted to Albanian beer, which is the only product under quota
treatment, has been used.
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4.2.5 Trade with Macedonia

The ratio of imports from, over exports to
Macedonia (4.97) is almost equal with that of
the total imports from, over total exports to,
the region. That is why exports and imports share
to the total values of exports and imports
respectively in the region are both equal to 20%
(see table 4.1). Exports and imports have been
growing and kept their share in the respective
markets with no big differences from 2005. The
dynamics of the Albania’s trade with Macedonia
is shown in figure 4.15.

Imports’ coverage in 2006 was 20%, having
decreased as compared to 2005 (25%) because
of the more aggressive growth of imports during
2006 (58%) compared to exports (22.3%).
Macedonia is the second important trading
partner in the region after Bulgaria, with trade
flows even more balanced (imports versus
exports).

The structure of imports from and exports to,
Macedonia in 2006 is shown respectively in
figures 4.16 and 4.17. Agricultural products in
2006 account for only 10% of exports; the
difference of 90% belongs to the industrial goods.
The top ten products represent 85% of the total
exports and fall under the liberalisation scheme.
The agricultural products hereunder are
medicinal herbs and sunflower oil (this product
being exported for the first time in the region).
The most exported industrial products are iron
ores (33% of the total exports to Macedonia),
bitumen (12%), iron bars (7%) and some graffiti
products used for electricity purposes (10%).
These most exported products have been
constantly present but growing in value for the
most of the time in the Macedonian market.

Imports are composed by a relatively wide variety
of products. The increased value of imports is
to an extent due to the increase of the number
of products imported. Most of imported
products are the industrial ones and the top
ten products account for only 31.5% of the total
imports from Macedonia. A single product market
share does not go beyond 6% (the case of iron
bars, medicaments, etc.). Among the most
imported agricultural products are grapes,
apples, yeasts, and cigarettes.

Figure: 4.15: Foreign Trade with Macedonia, 1999-2006, in
million USD

Figure 4.16: Structure of Imports from Macedonia,  2006

Figure 4.17: Structure of exports to Macedonia, 2006

The use of tariff-quotas from both parts, Albania
and Macedonia is shown in Annex 5. Quotas have
been only partially fulfilled from both sides.
Quotas granted to Macedonia were exceeded
in the case of tomatoes and apples. Quotas
granted to Albania have been partially used in
the case of tomatoes and cucumbers.
Watermelons (belonging to the melons HS code
0807) are the only product whose exports to
Macedonia exceeded the quota.
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Free Trade with Macedonia entered into force on July 1, 2002 and foresaw amid others, the following
customs duties:

Source: Free Trade Agreement between the Republic of Albania and Macedonia

4.2.6 Trade with Romania

Romania accounts for 17% of the total Albania’s
imports from the region while Albania’s exports
to Romania are ranked in the last place in the
region. Exports in 2006 have dropped down to
650 thousand USD, a figure quite low as

compared with the previous year when they
reached 1.6 million USD. In the meanwhile
imports have experienced a 155% growth,
reaching at 53 million USD. The dynamics of trade
with Romania is described in figure 4.18.

Figures 4.19 and 4.20, describe the structure of
imports from and exports to, Romania
respectively. The structure of imports is
dominated by industrial products while only 4%
are agricultural products. Exports are also mainly
composed from industrial products, including raw
materials and natural resources like
ferrochrome, which accounts for 39% of the
total. Finished and semi-finished industrial
products have also found there way to the
Romanian market, accounting for another 31%
of the total exports to that market. Most of the
exported products fall under the liberalisation
scheme.

Imports are also mostly industrial products and
are represented by some selected products,

Figure: 4.18: Trade Flows with Romania, 1999-2006 (in million USD)
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which account for 85% of the total imports from
the country. Industrial oils (31% of total imports)
and electricity (21%) are the top imported
products but also shampoos and also other
washing preparations take an important share.
(For more see the Annex 4 on top traded
products with the region)

The quotas granted reciprocally to Albania and
Romania, such as waters, sausages etc, as well
as other quotas have been used only to a small
extend from Romania as the Annex 5 shows
(reaching at an average use of quotas of only 2%
in 2006) and have not been used at all from
Albania.

The Free Trade Agreement with Romania into force on January 1, 2004 and foresaw, among other
things, the following import duties between the parties:

Figure 4.19: Structure of Imports from Romania, 2006

Figure 4.20: Structure of Exports to Romania, 2006

Source: Free Trade Agreement between the Republic of Albania and Romania
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4.2.7 Trade with Serbia and Montenegro22

Trade flows with Serbia and Montenegro have
increased by 60% in 2006, due to a 50% increase
of imports that reached to 33.2 million USD and
an almost 100% increase of exports that reached
around to 11 million USD. Imports from Serbia &
Montenegro account for 11% of the Albania’s

Figure: 4.21: Trade with S&M, 1999-2006, in million USD

total imports from the region, while exports for
17% of the Albania’s exports to the region. The
dynamics of Albania’s trade with Serbia and
Montenegro is described in figure 4.21.

Imports coverage was 32.5% for 2006, as
compared to 24.8% in 2005. After a decrease in
value during the years 2002-2003, the trade
deficit experienced a growth during 2005-2006.

The figures 4.22 and 4.23 show the structure of
imports from and exports to, Serbia and
Montenegro, respectively. What are exports
composed of and what is the increase in exports
due to? The figure 4.23 shows that exports are
mainly industrial products, which are totally
liberalized. The top ten exported products
account for 82.5% of the total exports where
fuels, especially bitumen, account for 46%,
aluminium products 10%, and furniture are also
an important component of the list. In the top
ten most exported products’ list is also included
an agricultural product, watermelons, whose
quotas have been fulfilled in 2006 (for more see
the quotas development during 2003-2006, Annex
5). Exports increase in 2006 is mainly because of
the increase in value of these main products
but a contribution was also given by the entry
into the S & M market of some other products,
like fuel ones.

Imports are split in industrial and agricultural
products. From circa 700 group-products
imported from Serbia and Montenegro, the top
ten ones account for 43% of the total imports.
Among them, corn, being treated with the MFN
import tariff, accounts for 16% of the total
imports, followed by apples, nuts, and bananas
while most of the imported industrial products
fall under the liberalisation scheme.

The use of tariff-quotas during the period 2003-
2006 is described in the Annex 5. Quotas have
been only partially filled from both sides. Serbia
& Montenegro have partly filled the quotas of
fruit juices, flour products, margarine, vine, etc.
and overpasses the beer quota. The quota
developments in years show that the flour
quantities of imports have decreased in large
amounts. The quotas from Albania have been
surpassed in the case of cabbage and melons.

Figure 4.22: Structure of imports from S&M during 2006

Figure 4.23: Structure of exports to S&M during 2006

22   Montenegro is functioning as an independent state
      since 3 Jun 2006 but for the year 2006 all trade statistics
    come together with the Serbian ones.
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The Free Trade Agreement with Serbia and Montenegro entered into force on August 1, 2004. Amid
others, the agreement foresaw the following:

Source: Free Trade Agreement between the Republic of Albania and Serbia & Montenegro

4.2.8 Trade with Moldova

Albania’s trade with Moldova has always been at
very modest levels, with imports from Moldova
never exceeding the 2% share of the total
regional imports of Albania, while exports being
even more insignificant. Nevertheless imports
from Moldova have experienced a significant
growth in 2006, reaching at 5 million USD while
exports remained at about 9 thousand USD. The
dynamics of Albania’s trade with Moldova is
described in figure 4.24.

Only 9 imported group products account for
100% of imports from Moldova. They are
represented from more agricultural products
such as wheat derivates (38% of the total) milk
products (23% of the total) but with a lower
total value than the industrial products, which
are represented from iron bars and rods and

Figure: 4.24: Foreign trade with Moldova during 1999-2006
in million USD
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account for 38.5% of total imports from Moldova
(for more see the annex on most traded goods
with the region). Exports are very occasional

The FTA with Moldova entered into force on November 1, 2004 and foresaw amid others, the following
customs duties:

represented each year from a different product
and the flow in 2006 is represented from the 6-
digit product: other seats.

Source: Free Trade Agreement between the Republic of Albania and Moldova
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5. Trade with other Countries

5.1 Trade with the U.S.A.

Trade with the U.S.A. has experienced positive
developments in terms of volume, which has
grown by 67% in 2006 as compared to 2005. This
development is mainly supported from the high
increase of imports, which reached 46.6 millions
USD during 2006. Exports have diminished in 2006
back to the levels of 2004, reaching at 3.4 million
USD. Apart from these developments, the share
of imports from the USA to the total imports is
quite modest, only 1.53%. The share of exports
is even smaller, 0.44%. Trade flows between
Albania and the U.S.A. are shown in the figure
5.1. Imports coverage in 2006 was only 7%.

The figures 5.2 and 5.3 show the structure of
imports and exports with the U.S.A.

Imports are mainly industrial products, where
metals play an important role. The sudden
increase of imports during 2006 is also basically
due to the entry in market of a new product
that falls under this group: semi finished
products of iron and steel. The top ten imported
products account for 76% of total imports from
the USA. Some of the most imported industrial
products are iron and steel products as the one
above mentioned.

Agricultural products that account for 21% of
the total imports from the USA are mainly
represented by the frozen meat of chicken and
pork.

Exports are mainly represented by agricultural
products that account for 78% of the total. There
is only one product entering the category of
‘the most exported’ and accounting for 76% of
the total exports, or for 98% of the total
agricultural exports: the medicinal herbs (mostly
sage). Other exported products are alcohol, drill
pipes etc. but in small quantities and values that
vary between 50 and 100 thousand USD.

Figure: 5.1: Trade Flows with the U.S.A., 1999-2006
(in million USD)

Figure 5.2: Structure of Imports from the U.S.A., 2006

Figure 5.3: Structure of Exports to the U.S.A., 2006
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5.2 Trade with China

Figure: 5.4: Trade Flows with China, 1999-2006
(in million USD)

During 2006 there has been a stagnation of
growth of imports from China, accounting for a
lower share of imports to the total, 4.64%, as
compared to 5.73% in the previous year. Exports
on the other hand have experienced positive
developments and a 185% growth, reaching at
9.1 million USD and accounting for 1.16% of the
total exports.

However the China’s role in the foreign trade
of Albania has increased during the last years,
as shown in figure 5.4. Imports coverage is very
low, only 6%.

Imports from China, as shown in figure 5.5, are
represented from a large variety of products
although in some cases in very small amounts.
Some of the most distinct imported product-
groups are textiles, machinery, footwear,
umbrellas, furniture, metals, ceramic products,
etc. while a large percentage (20%) is formed
by quite small amounts of different codes. The
situation does not differ even in a 6 digits level.
The top ten imported products account for only
21.5% of the total imports. Some products that
represent large values are, fireworks, footwear
with outer soles of plastic, ceramic bricks, sport
shoes, ceramic sinks etc (the top ten imported
products values vary between 2 and 4 million
USD).

Exports to China are represented at a 99% level
from chromium ores and concentrates. This is a
product that has been constantly exported in
China but has experienced an unusual growth
of 219% in 2006.

Figure 5.5: Structure of Imports from China, 2006
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Trade with Turkey has been constantly growing
in terms of trade volume and particularly imports.
In 2006 imports reached up to 243.3 million USD,
experiencing an increase of 25.5% in comparison
with the previous year. Exports on the other
hand have decreased by 1.4 million USD, reaching
down to 9.9 millions, mainly because of the
decrease of the mineral ores export. Imports
from Turkey account for 7.98% of the total
imports of Albania, while exports for 1.26%. The
Trade flows between Albania and Turkey are
shown in figure 5.6 while the import and export
structures are shown respectively in figures 5.7
and 5.8.

Imports structure shows that metals account
for the highest share (27%) to be followed by
agricultural products (19%), textiles, and minerals
and fuels (12% respectively). So, industrial
products account for 81% of the total imports
from Turkey while agricultural products only for
19%. The variety of imports is among others
proved by the fact that the top ten products
account for only 34% of total imports, where
iron and steel bars and rods (7.2%), Portland
cement (6.2%) and cigarettes with tobacco
(4.9%), are the top traded products. The top
industrial imports are mainly metal products,
mineral or fuel derivates, while wheat derivates
that all together account for 5.3% of total
imports as well as and cigarettes are the only
agricultural (agro-processed) products in the
list.

Exports are composed by a small number of
products that represent the respective
categories. Metals for instance are represented
in a 98% level by ferrous waste and scrap, which
account for 55.1% of the total exports.
Agricultural products are represented by
medicinal herbs, which account for 96.3% of the
total agricultural products. Raw hides and skins
is another product that has found its way to
the markets of Turkey.

Only a very small number of products have found
their way to the Turkish market (only medical
plants out of the variety of agro processed ones)
despite the near geographical position and
easier market entry procedures compared to
other developed countries.

5.3 Trade with Turkey

Figure 5.6: Trade Flows with Turkey, 1999-2006
(in million USD)

Figure: 5.7 Imports Structure, 2006

Figure 5.8 Structure of exports to Turkey, 2006
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6. Legal and institutional
developments related to trade

6.1 Agreements related to trade

The most important legal and institutional
development for Albania in 2006 was the Interim
Agreement between Albania and the EU, which
entered into force on December the 1st, 2006.
Being an integral part of the Stabilization and
Association Agreement between Albania and the
EU23 the Interim Agreement deals exclusively with
the trade issues and trade liberalization between
the two parties. This Agreement is an important
instrument for fostering the integration of
Albania into the European Community.
Considering the predominance of the EU as a
trade partner of Albania, the Interim Agreement
is going to have a great impetus in the
liberalization of Albania’s foreign trade.

Another important trade event for Albania in 2006
was the formalization of the regional integration
process through the CEFTA 2006 which was
signed by the Prime Ministers of the countries
in the SEE region and is expected to enter into
force by May the 1st, 2007. This Agreement is
expected to serve as a vehicle for overcoming
the problems and difficulties encountered in the
process of applying the bilateral FTAs with the
regional countries, and to accelerate the trade
liberalization, economic cooperation and the
integration process of the SEE region.

A number of other agreements with several
countries and/or groups of countries have been
signed or amended during the year 2006. These
agreements cover trade issues or other trade
and economic related issues. Such Agreements
include, ratification of changes in the FTA
between Albania and Kosovo, ratification of the
free trade agreement between Albania and
Turkey; rescheduling of some Albania’s
commitments to WTO, referring mostly to some
domestically produced goods (rescheduling
import duties of cognac, steel bars and rods,
wooden furniture, paper pulp and cellulose,
printed cards, electronic/iron keys, beer,

perfumes, detergents for human skins);
dispositions related to mutual promotion and
protection of investments between Czech
Republic and Albania; e-communication with
Greece; issues dealing with customs violation
with Serbia and Cyprus; maritime transportation
and economic cooperation with Croatia; mutual
customs cooperation with Montenegro;
technical-economic cooperation with China;
economic cooperation with Hungary; economic
cooperation with Romania; goods and people
transportation with Slovenia; Albania’s adhering
in the Convention of International Road
Transportation Contract for Goods (CMR);
Albania’s adhering to UN Convention of Goods
Transportation by Maritime Mode (Hamburg
Rules); ratification of the agreement on
construction of a high performance railway in
SEE; economic cooperation with Syria; road
transportation with Latvia; agreement with IFAD
on facilitation of farmers’ access to Balkan
markets; and also some other agreements
related to air traffic.

A full list of these acts is provided in Annex 1 of
this report.

6.2 Laws and other legal acts related
to trade and business activities

Laws (no. 9494, 9545, 9599) related to changes
to customs duties, mostly dispositions related
to duty free access of goods entering Albania,
have been enacted in March, May and July.
These changes have been either willingness of
Albanian Government for further liberalization
or commitments deriving from Free Trade
Agreements. A specific CMD (no. 306, dated
24.05.2006) has been enacted too for exemption
from customs duties of sportive materials and
equipments in view of cooperation with
international sport organizations. For a complete
list of acts related to customs duties, see Annex
1 of this report.

23  The Stabilization and Association Agreement between Albania and the EU, being signed by both parties on 12 June 2006 in
Luxemburg, was ratified by the Albanian Parliament on July 27th and got the assent of the European Parliament on 6
September 2006. This Agreement will come into force after being ratified by the parliaments of all the member states of
the EU. Meanwhile, the Interim Agreement which is an integral part of the MSA dealing with trade issues has come into
force since December 1st, 2006.
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Partial changes of the Customs Code of the
Republic of Albania have taken place in view of
its alignment with EU customs code. These
changes affect sufficiently the processing
operations in some aspects, such as customs
warehouses regime, structural organigrama of
Customs Authority, staff recruiting, new customs
point in Xhepisht-Trebisht (border with
Macedonia), etc. For a list of these acts, see
Annex 1 of this report.

A number of legal acts affect technical
regulations and standards, such as those related
to the trade of medicines (Law no. 9523, dated
25.04.2006); tobacco (Law no. 9636, dated
06.11.2006); measuring units and control of
measuring instruments (Law no. 9542, dated
22.05.2006); trade and transportation of oil and
gas (Law no. 9574, dated 03.07.2006); imported
fuels for vehicles (CMD no. 170, dated 29.03.2006)
used for industrial or public purposes;
ratification of international convention on
tobacco control (Law no. 9474, dated 09.02.2006
); technical requirements on non-automatic
weighting instruments (CMD no. 410 ,dated
21.06.2006); technical regulations in industry
and energy sectors (CMD no. 40, 18.01.2006);
technical regulations of cement industry (CMD
no. 58, dated 01.02.2006); animal registration
system (CMD no. 390, dated 21.06.2006), etc. For
a list of these acts, see Annex 1 of this report.

6.3 Legal and institutional developments
affecting the business environment

A new agency on business and investment
promotion, AlbInvest, was established by law no.
9497, dated 20.03.2006. One of the main strategic
goals of AlbInvest is ‘…to improve the
competitiveness of the Albanian exporters’, apart
from assisting and accelerating the inflow of
foreign investment into the Albanian economy’,
and ‘providing professional services to assist the
growth of the Albanian SMEs’.

A law on Business Consultative Council (BCC) was
enacted on September 2006 (Law no. 9607). The
dispositions of this law cover also the role of
BCC, which is composed of representatives from
business community, in trade and business
development policies.

A new law on Chambers of Commerce and
Industry has been enacted on November 2006
(Law no. 9640). The purpose of this law is to
enhance trade and economic activities within
Albania and with foreign partners. The chambers
of commerce and industry are institutions which
provide qualified services to businesses and
protect their interests, which are in conformity
with laws and regulations. The law also addresses
other functional and operational issues.

A special Decision of Council of Ministers was
enacted on February (CMD no. 179), establishing
the European Integration units at line ministries.
The purpose is to better coordinate the
European integration work carried out by the
government in various sectors, including the
economic and trade integration.

Other acts have been enacted as regard to
specific institutions in certain sectors, such as
a Council of Ministers’ Decision on the Council
of Milk Experts (CMD no. 580, dated 23.08.2006),
affecting the production and trading of milk
products in Albania. For this and other acts, see
a complete list at Annex 1 of this report.

In 2006 a bilateral protocol between Albania and
Macedonia was approved in principle, containing
dispositions on entry and exit points of AMBO
pipeline.

A specific platform on the regulatory reform for
business climate in Albania was designed in 2006.
This platform is already in principle supported
by grant agreements with IDA, IBRD, etc. Under
this frame, important changes are being
prepared for business registration procedures.

An act related to fuel used by fishery sector
(vessels) has been enacted (CMD no. 877, dated
27.12.2006) in order to promote the sector.
Another act affecting the fishery sector is that
related to the credit agreement between
Albania and Islamic Bank for the financing of
fishery port of Durres.

This year notes for the first time the
acknowledgment and relevant disposition of
postal code for Albania.

Other laws related to energy, tourism,
intellectual property, public procurements and
competition, were prepared or enacted during
the year 2006. For a list of all acts, see Annex 1
of this report.
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Annex 1: List of trade-related acts enacted during 2006

- A N N E X 1 :  L I S T  O F  T R A D E - R E L A T E D  A C T S  E N A C T E D  D U R I N G  2 0 0 6
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Annex 2:  Global Competitiveness Index*

* World Economic Forum: The Global Competitiveness Report 2006-2007

Albanian Sample Composition
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Annex 3:

Top Ten Imported Products from the EU, in thousands Euro

Top Ten exported products to EU, in thousands EURO

- A N N E X 3
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Annex 4:

Top ten imported products form the Region, in thousands USD

Top 10 exported products to the Region in thousands of USD

exports
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Top ten imported products from Bosnia and Herzegovina, in thousand USD

Top ten exported products to Bosnia & Herzegovina, in thousand USD

- A N N E X 4
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Top ten imported products from Bulgaria, in thousand USD

Top 10 exported products to Bulgaria, in thousands USD
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Top ten imported products from Croatia, in thousand USD

Top Ten exported products to Croatia, in thousands USD

- A N N E X 4
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Top ten imported products from Kosovo, in thousands of USD

Top ten exports to Kosovo, in thousands USD
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Top ten imports from Macedonia, in thousands of USD

Top 10 exported products to Macedonia, in thousands USD 

- A N N E X 4
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Top imported products from Moldova, in thousands USD

Top exported products to Moldova, in thousands of USD
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Top ten imported products from Romania, in thousands USD

Top exported products to Romania, in thousands of USD

- A N N E X 4
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Top ten imported products from Serbia and Montenegro, in thousands of USD

Top 10 exported products to Serbia and Montenegro, in thousands USD
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Annex 5:

Quotas fulfillment from both sides  in the framework of FTA with Bulgaria

- A N N E X 5
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Quotas fulfillment from both sides  in the framework of FTA with Croatia

- A N N E X 5
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Quotas fulfillment from both sides  in the framework of FTA with Macedonia

Quotas fulfillment from both sides  in the framework of FTA with Romania
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Quotas fulfillment from both sides  in the framework of FTA with Serbia & Montenegro
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ACIT  The Albanian Centre For International Trade

The Albanian Centre for International Trade 
(ACIT) - a joint program of the USAID and the ICS 
- was established in 2002. 

The ACIT's mission is the improvement of the 
quality of trade policies in Albania, as an 
important instrument for the economic growth 
and development, as well as the increase in the 
benefits of the society and citizens from the 
opportunities created by the trade liberalization 
and integration.

To accomplish this mission, the ACIT has 
developed its program based on five main 
pillars. ACIT operates as

i. a study and research centre on international 
trade and trade policies;

i i. a  dia logue forum among var ious 
stakeholders and interest groups, aiming at 
the improvement of trade policy formulation 
and the informed public debate;

iii. a resource centre, which provides direct 
access to information processed on the 
international trade of Albania and other 
countries;

iv. a capacity building centre in international 
trade policies;

v. a promotion centre for the competitiveness 
of the Albanian economy and products.

The aim of ACIT work is the improvement of the 
performance of the Albanian economy, the 
increase of employment and welfare, and the 

promotion of exports and investments. 
For all the period since its establishment, the 
ACIT has played an important role particularly as 
a centre of trade information and professional 
research in the area of trade policy. ACIT 
supports the decision-making and marketing 
processes by providing to the interested parties 
accurate information and knowledge on 
conditions, opportunities and risks involved in 
international trade issues, as well as through 
unbiased analysis on the trends and problems 
related to the Albania's international trade; 
accomplishment of the WTO commitments; the 
SAA (Interim Agreement) with the EU and 
bilateral FTAs with the regional countries; 
competitiveness of Albanian economy and 
firms, etc.

Starting from the year 2003, the ACIT has been 
continually provided a special support to the 
firms operating in leather and footwear industry. 
This support aimed at increasing the 
competitiveness of the industry by improving 
the environment of development policies in the 
sector, and increasing the managerial, financial 
and marketing capabilities of the firms operating 
in the industry. 

The main ACIT's website - www.acit-al.org  has 
been quite frequently visited from many 
Albanian and foreign visitors since the year 
2002. Two years now, two other websites have 
been available to the public, www.ftdb.acit-
al.info and www.albamis.com. 
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