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Dear Reader,
“RESEARCH” is the first journal, open to all readers, published by INSTAT,
with the aim to stimulate the dissemination of statistical methods and
applied empirical research in the field of official, economic and social
statistics, and to help the audience for a better use of statistical information.
The Institute of Statistics Albania is pleased to present the second issue of
“RESEARCH” journal for the readers who have interest in deepening their
knowledge.
Statistics are important and should be the key instrument to measure
the progress of a society, especially in the context of European family
integration, where the measurement of social and economic progress has
a key role.
To make statistics the means to measure economic and social development,
scientific methods and contemporary statistical models must be used,
which will lead us to accurate and reliable conclusions, and particularly
sustained in time.
Since INSTAT is the main producer of official statistics and the Coordinator
of the National Statistical System (NSS) it is its role in promoting statistical
information in decision-making as well as in encouraging dialogue between
the producers of official statistics and the research community.
This is the challenge of INSTAT which will be reflected and transmitted through this journal.
The journal will be published twice a year and will be accessible for the users and general public online and in printed
version.
INSTAT welcomes informative and scientific articles which contribute to socio-economic studies, innovative methodologies
and analysis in the field of statistics, studies dedicated to the region, as well as dealing with issues of common interest
in the economy, society and in particular in the accession to the European Union. To successfully implement this initiative
INSTAT invites statisticians, officials, academics, analysts, policymakers and any interested parties to become part of it,
with the view that statistical thinking affects decision-making in different aspects of economy and society.
Cordially,
PhD. Delina IBRAHIMAJ
General Director, Institute of Statistics
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ANALYSIS OF FERTILITY
USING DIFFERENT
STATISTICAL SOURCES
DR. RUZHDIE BICI, INSTITUTE OF STATISTICS
rbici@instat.gov.al
LEDIA THOMO, INSTITUTE OF STATISTICS
lthomo@instat.gov.al

Abstract
The use of different methods while calculating
the same indicator, sometimes lead in different
results. However, it is important to explain
the methodology of the source, the form of
question, the methodology used in calculating
the indicator, other influencing external factors,
the study used, as well as the assessment of
this change. The following analysis addresses
the changes in the computation of the total
fertility rate from Albania Demographic and
Health Survey 2017-18 and administrative data.
Such changes have also been studied by other
countries which have produced this indicator.
As a result of the change in the source or the
methodology used for calculating the indicators,
we have different estimates. For this, many
publications are associated with accuracy
indicators to measure their consistency. These
6

changes are very difficult to identify, to explain
and to analyse. Deviated estimations are
noticed in social and economic indicators. The
analyses have in focus the fertility indicators
to understand the effect that these estimates
have, using different methodologies.

KEYWORDS:
TFR study; Administrative; Birth; Index
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1. INTRODUCTION
Fertility expresses births as an important indicator
of population development. Total fertility rate
(TFR) expresses the average number of births
of a woman during her life, if she will spend
her reproductive years in line with specific age
fertility measured in a year. The specific fertility
coefficient by maternal age is the number of births
of woman of a specific age group in relation to the
average female population of that age 1. Fertility is
influenced by the number of demographic, social
and economic developments (Nurja and Elezaj,
2016). Internal or external migration, gender
differences, characteristics related to women’s
educational development, family planning, etc.,
are influencing factors in the fertility trend.
Aassve et al. (2006), Gjonca et al. (2008), Doja, A.,
(2010), Lerch, M., (2013) analysed the trend and
the number of influencing factors in the synthetic
birth rate trend in our country regarding education,
employment, economic situation, migration, as well
as culture and traditions.

In European countries, Albania ranks in the highest
fertility levels over the years (Lerch, 2013). Data for
Albania shows a decreased trend on fertility level
from 6.8 births per woman in 1960, 2.3 births per
woman in 2001, to 1.5 births per woman in the
year 2017 (Figure 1), (Subashi,et al., 2014; INSTAT,
2017). The fertility level has fallen under the level of
substitution that a couple needs to substitute itself
(estimated as 2.1 births per woman). Direct method
of the estimation of the fertility shows a decreasing
trend of the fertility level (Census or different
surveys).

The population, according to INSTAT (INSTAT,
2018), is estimated at 2,876,591 inhabitants with
an average family size of 3.8 members. Based on
INSTAT, in 2017 are counted 30,869 births2. Our
country has substantial demographic changes in
recent years, characterized by foreign and domestic
migratory flows.

Table 1: Demographic and social indicators, Albania 2017

Statistical indicators
Average household size
Population
Births
Life expectancy
Female
Male

2017
3.8
2,876,591
30,869
80.0
77.1

Average age of marriage
Male
Female
Male

77.1
26.5
31.5

Percentage of females aged 25+ university or higher degree
Male
Percentage of employed females aged 15-49

16.0%
31.5
50.3%

Source INSTAT, 2017

Age group

ASFR

% of woman over
population for each age
1 http://instat.gov.al/al/dokumentimi/fjalor-terminologjik/
group from ADHS
2 www.instat.gov.al
structure
15-19
20
3.5

ASFR
/1000

Population of woman
DHS adjusted with
INSTAT population

Births in
each age
group

0.02

100,571

2,011

20-24

91

3.2

0.091

91,951

8,368

25-29

125

3.1

0.125

89,077

11,135
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Figure 1: TFR trend by years

2
1.5
1
0.5

2017

2016

2015

2014

2013

2012

2011

2010

2009

2008

2007

2006

2005

2004

2003

2002

0

2001

Births per woman

ISF
2.5

Source: INSTAT, 2017
60
50
Up to 19

2017

20162018

2017

2015

2016

2015

2014

2014

2013

20122013

20112012

2011

In some countries, the administrative data are
20-24
collected to be used as a main data source
25-29
and in some cases the data sources are from
30-34
census and various surveys, to calculate TFR.
The use of surveys comes as a need from 35-39
not having good registered records or not
having other characteristics to understand
the effect of the influencing factors and as a
need to know the structure and characteristics
of mothers in specific age groups or family
composition. The paper tends to analyse and
to address other problematic topics related
with results and deviation of the level of
the indicator from the methodology used or
TFRweb
different data sources. Using official data
TFR08
published actually from INSTAT and the
data
measured by surveys, in this case theTFR18
Albania
Demographic and Health Survey, we want to
identify and analyse level of indicators and
deviation based on the method used for the
estimation.
2010

2010

2009
2009

2008
2008

20072007

20062006

2005
2005

2004

2003
2004

2002
2003

0

20022001

1.51.20
1
0.51.00

20012000

Births per woman

40

The decreased trend (Figure 1) is analysed
from30different authors. There are a number of
influencing
factors that have led to a declining
20
trend of fertility where women’s education is one
10
of the important influencing factor (Aassve et
0
al., 2006).
According to INSTAT, 16 % of women
in the age group 25 and above have at least one
university degree (INSTAT, 2018). Education is
considered as an important factor of a woman’s
empowerment and in some cases women tend to
postpone
the marriage age or the birth age as a
2.40
reason to be more educated. Actually, the average
2.20
marriage
age is 31.5 year for males and 26.5 years
for
females
in 2017 (INSTAT, 2017). The trend of a
2.00
woman marriage age, as seen in Figure 2, shows
an1.80
increase for ages (25+) and a decrease for ages
under
24. Other studies (Dumani and Subashi, ISF
1.60
2011), express the complexity of fertility related
2.5
with
21.40 analysing socio-economic and cultural factors.

Figure 2: Female marriage age by age groups, 1990-2017
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Source: INSTAT, 2018
2.40

8

2.20
2.00

Up to 19
20-24
25-29
30-34
35-39

ANALYSIS OF FERTILITY USING DIFFERENT STATISTICAL SOURCES

2. DATA
The data source for collecting and publishing the
TFR measurement is INSTAT’s database. Data on
births and deaths are collected by the General
Directorate of Civil Status3.
Alternative sources of TFR measurement are
censuses or different surveys. In our country, a
special module for fertility has been included in
the Living Standards Measurement Survey (LSMS)
and specifically the birth history measured by
Demographic and Health Survey (DHS).
The Albanian Demographic and Health Survey
2017-18 (ADHS 2017-18) provide numerous data
on demographic and health indicators of Albanian
population. ADHS 2017-18 is the second round of
conducting this study after ADHS 2008-09. This
study has a methodology somehow different from
the first round, as the sample is doubled (17,160
families from around 9000 households in 200809) to have representative data at the prefecture
level. Interviewers, besides interviewing, were also
required to update the families on the fieldwork.
The survey interviewed women aged 15-49, women
aged 50-59, men aged 15-59 and general family
characteristics. In ADHS 2017-18, the total of
women interviewed is 10,860 women compared
7,584 women in ADHS 2008-09.
The Albania Demographic and Health Survey
2017-18 provides the latest and updated estimates
of indicators on household and population
characteristics, migration, education, fertility,
family planning, reproductive health, infant and
child mortality, maternal health and the child
health, adult health, women empowerment, etc. It
also aims to further study the family or individual
characteristics related to the main health factors
(Instat, IPH, 2009).
DHS produces many valuable indicators to design
and monitor policy and decision-making. Some of
the indicators collected are sensitive, especially
specific questions and issues where private
interview for privacy issues is required.
From ADHS can be collected indicators of family
planning, fertility, fertility preferences and family
decision-making. Changes in the evaluation of such
indicators are not unknown from estimates, from
other sources used. Changes are expected when
we talk about methodological effects. However,

these changes need to be seen further in the final
assessment and the sensitivity of the figure that
appears in the final results.

3. METHODOLOGY OF
ESTIMATION TFR
The Total Fertility Rate (TFR) is the average number
of children who may be born alive from a woman
(or group of women) during her life if she will spend
her reproductive years taking into account the AgeSpecific Fertility Rate (ASFR).
This index is more a probability of the average
number of children that a woman can have by the
end of her reproductive age (49 years) given the
current birth rates in the last three years based on
result of the relevant survey (Schoumaker 2014).
This is called direct method of calculation where
each woman gives her history of birth from date of
interview and the past three years from the date
of interview. This method was firstly explored by
Brass (Brass, 1978). Moultrie and Dorrington (2008)
further explain the assumptions taken into account
by using the direct method such as: fertility is
constant in time, the age of fertility distribution is
constant and if women do not report the children
who do not live but the number of children born
does not differ from the number of children
currently living. This index gets full birth history
(Pullum and Becker, 2014).
The Age-Specific Fertility Rate (ASFR) is calculated
as the number of births during the period 1-36
months prior to the survey of a specific women’s
age group five (15-49) divided by the number of
women exposed to the same age group multiplied
by 1000 (Croft et al., 2018). ASFRs are calculated
as the ratio of birth rates of women of a given
age to the number of women of that age, usually
calculated as a five-year age group. This way
of calculation is the same as that of the overall
fertility coefficient (Dumani and Stringa, 2009).
ASFRs are calculated for each maternal five year
age groups (15-19, 20-24,..., 45-49).
TFR considers ASFR for any age group of married
women or living with partner, age group 15-49 *
5 (excluding women younger than 15) (Moultrie,
2013). TFR is the sum of Specific coefficients per
1000 woman * 5.
The overall coefficient of fertility (KF) is calculated
as the ratio of birth rates during a year to the

3 http://instat.gov.al/al/temat/treguesit-demografik%C3%AB-dhe-social%C3%AB/lindjet-vdekjet-dhemartesat/#tab4
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number of women in a reproductive age (15-49
years) (Dumani and Stringa, 2009).
The synthetic fertility index is defined as the
average number of children born to a woman
during her life if she will spend her reproductive
years in accordance with specific age fertility rates
that are measured in a given year, usually during a
calendar year, to a certain location4.
Differences between direct and indirect estimates
are also known in other countries which use
registers and survey data. The main difference lies
in the fact that DHS has the birth history of their
mothers. DHS uses the method of calculating the
birth history for a woman of a specific age group
in the three years (three years going back from the
date of the interview). All calculations are based
on the births that women have over the last three
years for each age group, and then the probability
of how many children will she have during her
lifetime on average is calculated. Also, in the survey
concept an immigrant man who does not usually
live in a family is not taken as a family member.
These changes also exist in other countries that
have used DHS, except Albania. In these countries,
the difference is even more visible, ranging from 5
% to 22 % (Schoumaker, 2014).

3.1 SAMPLE
Another difference comes from sampling and data
representation. A similar technique of estimation
and evaluation has been made in Ethiopia,
where the assessment has changed and coupled
with changes in representation. The sample is
representative in prefecture and regional level. In
ADHS 2017-18 the sample size was grown up to
have representativeness not only in regional level
but also in prefecture level. Also the interview was
based on listed households by interviewer. A part of
the methodology was based on fieldwork.
During this work in the field, we noticed numerous
households had left without contact. The change
and effect will be visible on the estimation of TFR.

3.2 INFORMATION ON INDEX
CALCULATION
The calculation of the index requires full
information on declaring the number of children
born from a woman in the past three years, also
the completion of the birthday of the woman and
the child, that are essential in calculating the
indicators.
4 http://instat.gov.al/al/dokumentimi/fjalor-terminologjik/
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3.3 METHODOLOGY OF ESTIMATION
OF INDICATOR
The DHS uses the birth history while in other
sources the total number of births in a given year
was used. These are known in the estimation
term of TFR, from survey and other sources
(with the characteristics that the first source is
based on 3 years). There are a number of factors
that are expected to influence the number of
declared births and those registered, as time
from birth to registration, births occurring abroad,
migration, etc. Data from studies are influenced
by a variety of factors such as sampling errors,
non-responses, and error is responses. Sampling
errors are treated by using a random selection
form. Responding errors can be high when we have
refusals (a phenomenon frequent in urban areas),
have different characteristics from those involved,
as well as the non-inclusion of individuals of family.
The credibility of the information collected depends
from the level of error in the response.
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4. METHODOLOGICAL EFFECT
IN ESTIMATED DATA

The synthetic birth rate for the three years before
the study is 1.8 children per woman whereas in
2008-09 was 1.6 children per woman, below the
level of substitution but with a tendency towards
this level.

2017

2016

Births in
each age
group

2015

2014

2013

Population of woman
DHS adjusted with
INSTAT population
2012

ASFR
/1000

2011

2008

2007

2006

35-39
20

2005

30-34
30

2004

125

2003
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40
25-29

2002

50
20-24

2001

20

% of woman over
population for each age
group from ADHS
structure
3.5

60
15-19

ASFR

2010

0

Age group

2009

Births per woman

Given the ADHS methodology, where 10,970 women
are interviewed in the reproductive age (15-49
ISFs by two sources, ADHS and administrative data
years), weighting specifications (using a population
have a falling trend. The same test was made
by
Statistical
indicators
2017
adjusted
around
the sample), were indirectly
Lerch,
(2013)
using
LSMS
data
and
administrative
estimated
the births for
Average household
sizeeach age group. The
3.8
data as well as INSTAT (2014) using DHS data,
percentage of women found in ADHS has somehow
Census and administrative data. Lerch 2,876,591
has
a Population
different structure from the one that INSTAT
analysed
the
decreasing
trend
and
factors
of low
Births
30,869
has
in the official published data. Taking these
fertility
by
analysing
data
from
different
sources.
percentages
and the population that currently
Life expectancy
INSTAT has (2,873,457 inhabitants), the number of
Female
The fertility rate based on INSTAT data has 80.0
births from ASFR and ADHS was estimated. Thus,
77.1
Male
decreased to a nearly constant trend of 1.5 children
births estimated by ADHS are 31,364 children from
per
woman
in
2017.
This
trend
is
different
to
the
31,772
births
over the past three years
Average
ageaveraging
of marriage
Male
77.1
various sources. Based on the UN study (2017),
from administrative
data
(2015,
2016,
2017).
Births
26.5
Female
estimated by INSTAT for 2017 were 30.869 births ISF European countries also have a birth rate below the
31.5
Male
replacement level.
(Table
2). However, the programming of the surveys
2.5
isPercentage
mostly to calculate
theaged
percentage
rather than
of females
25+ university
or higher degree
16.0%
2 Male
31.5
the
number;
the
estimationfemales
of the number
of births
Percentage
of
employed
aged
15-49
50.3%
1.5
with the population adjusted according to the
1
structure
of women of the age group 15-49 in ADHS
Table 2: Estimated births with the structure of woman
0.5
2017-18.
interviewed in ADHS

0.02

100,571

3.2

0.091

91,951

8,368

3.1

0.125

89,077

11,135 Up to 19

84

3.0

0.084

86,204

7,241

20-24

29

2.8

0.029

80,457

2,333

25-29

40-44

3

3.2

0.003

91,951

276

45-49

0

3.5

0

100,571

-

15-49

352

0.352

640,781

31,364

10

0

2,011

30-34
35-39

Source: INSTAT 2017, ADHS 2017-2018 (author’s calculation5)

Figure 3: Trend on TFR estimated by administrative data and ADHS

Survey
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ADHS
2017-18
2.20
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ADHS

TFR
1.59
1.77

TFR-2SE TFR+2SE
1.44
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TFR18
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1.00

Source: INSTAT, 2017; ADHS 2008-09; ADHS 2017-18

5 Note: The number of births calculated by ASFR arising from the ADHS taking the total population on 1 January 2018 but
with the distribution structure of the five-year-olds resulting from the survey.
11

2
1.5
1

ANALYSIS OF FERTILITY USING DIFFERENT STATISTICAL SOURCES
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Figure 3, in addition to the decreasing trend,
also shows the narrowing of divergence between
different sources in years by identifying the apparent improvements in fertility measurement in
Albania. What is interesting is the assessment of
ADHS 2017-18 showing an approximation of TFR
towards replacement rate. Such a trend is also
given by administrative data but with an easier and
smoother trend. A study has different implementation features; it may be programmed to give year
or panel data. Thus, the methodological changes
inside the surveys, as outlined above, bring out
changes in estimated ISF estimates over the years.
Looking at the estimates according to ADHS 201718 and ADHS 2008-09 we notice a change in their
trend. However, this trend has to be seen even
further. The effect on the assessment comes from
the implementation and methodological factors, as
well as from the trend of demographic and social
indicators of the survey.

2003
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2017

The TFR values were above the level replacement
rate in the early 1990s, which is estimated by both
surveys. The trend is decreasing year by year, as
confirmed by administrative
DHS 2008-2009data. The expectation
for increasing trend in TFR is estimated to occur
3.5
in our country around 2020 in the publication of
3
population projections (Subashi, et al., 2014).
2.5
Similar expectation and ratings have also been
2
made for European countries where growth is
1.5expected to be from 1.6 births per woman in 20101 2015 to about 1.8 in 2045-2050 (UN, 2017).
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Figure 5: Average marriage age
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Assessment by ADHS 2017-18 goes more smoothly and with a slight increase in the last year while
assessment according to ADHS 2008-09 is a trend
breakdown and a significant decrease (Figure 3).
We point out that in 1990, the ISF is estimated
3 children on average, in 2008 is estimated 1.5
children and in 2017 on average 1.8 children for a
woman aged 15-49 years.
2017-2018
Figure 4: Trend ofDHS
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of TFR by two surveys
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One of the explanations for a possible recovery of
fertility is the postponement of the age of marriage
(Figure 5) and the maternal age at the birth of the
first child. The average birth rate has risen from
2016 to 2017; this increase is noticeable both for
men and women (respectively
from 27 to 28.4 for
120
women and from 32.5 to 34 for men). The specific
birth rates for 2017 show and
support the fact that
100
men start to have children120
at an older age than
women, with five years difference
while fertility
80
rates after 30s are higher 100
than women (Instat,
2018).
60
Changes in the TFR can be40attributed to almost
TFRg=1.48
exclusively the new age groups but also
to the
60
structure of the population from the sources used
20
in the analysis. Although the highest level of fertility
40
belongs to the age group 25-29 for women,
for men
TFRg=1.48
0
to the age group is 30-34.
15-19
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Source: ADHS 2017-18, 2008-09
1989

1994

1999

During 2017 were registered about
23,00020-24
15-19
25-29
marriages in our country.50.0
If we analyse marriages
by age group and gender, we see that more than 50
40.0
% of women marriages are realized up to the age
of 24, and 83 % of marriages
50.0
30.0 are realized by age 29
(Figure 7) with a slight decrease since 2015 (96 %
20.0
were up to 29 years old) if40.0
we were to consider a 10
year period(in 2007, 91% 30.0
married up to 29 years).
10.0
This explains the relatively young age of marriage
for women, which is 26.520.0
years
old (Table 1).
< 19 for men
20 -appear
24
25 - 29
Meanwhile, marriages by age group

630
Note: Estimated TFR and Birth Trends for DHS 2017-18 compared with DHS 2008-2009.
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Figure 6: Specific fertility coefficient by gender
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55 % of male marriages by age 29, from 68TFRb=1.53
%
significant difference depends on the sample
10 years ago (2007). The average age of marriage
size, standard deviation, representation, mode
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40.0 60
indicators
for men is 31.5 years old (INSTAT, 2018).
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that
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The average age of marriage has increased year by
year for both men and women (respectively, from
29.3 in 2013 to 31.5 in 2017 for males and from 23.7
in 2013 to 26.5 years in 2017 for females).
Changes in fertility rate are due to influencing
factors, from data sources used, but also from the
methodology used and sample size, such as the
change in ADHS 2008-09 and ADHS 2017-18. TFR
ranges from 1.44 to 1.74 in 2008-09 and from 1.65
to 1.88 in 2017-18 (Table 3). Each source in itself
has a reduced and logical trend (Figure 4), but
when we go back to analysing different sources
with each other, methodological and representative
procedures bring out the deviations from
comparability.
Evaluations and judgment of a statistically

% of woman over
population for each age
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structure
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The same conclusion has been reached by Pullum
91methodological analysis,
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35-39 Anyway, this 29
2.8fact
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3.2 from
that
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45-49
0
3.5
15-49

ASFR

352

TFR
1.59
1.77

0.02
0.091
0.125
0.084
0.029
0.003
0
0.352

Table 3: Confidence interval of TFR

Survey
ADHS 2008-09
ADHS 2017-18

ASFR
/1000

TFR-2SE TFR+2SE
1.44
1.74
1.65
1.88

Source: ADHS 2008-09, ADHS 2017-18
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5. CONCLUSIONS
The Total Fertility Rate is a sensitive indicator
of the structural changes, social and cultural
characteristics of a society. The existence of the
TFR difference is the result of various factors.
This indicator is also significantly influenced
by estimates and resources used. At the same
time, we find differences in the assessment
made by INSTAT with the administrative data and
Demographic and Health Survey, ADHS.
The TFR calculated by ADHS is rather a woman’s
background estimation and probability estimation
based on this estimate, while records estimate the
births and population of that year.
The TFR values were at level above the
replacement rate in the early 1990s, which is
estimated by both surveys. The trend is decreasing
year by year, as confirmed by administrative data.
Interesting is the slight increase in incidence by
ADHS 2017-18. We point out that in 1990s, TFR
accounted for 3 children per woman, in 2008, 1.5
children per woman, and in 2017 an average of 1.8
children per woman in the age group 15-49 years.
This index depends on migratory factors, culture,
age of marriage and early birth, but also important

is the age structure and the influencing factors
in it. Over the years there is a growing tendency
of marriage age for both men and women and
consequently (but not necessarily) a postponement
of the age of first birth.
One of the influenced factors on estimation of TFR
is the sample selection to have representative data
on prefecture level, not only in regional level. Also
another reason is the time taken into account for
the results or the collected information, the study
collects the history over the last three years, while
administrative data receive the reference year
births.
Differences may derive from the calculation
methodology, direct method compared to the
indirect method, the use of adjusted data and birth
history. All comparisons should take into account
all these differences. Both sources present a
decreasing trend of data and in themselves they
describe the indicator well.
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Abstract
The social protection and social security
systems have had an important impact in
improving the socio-economic conditions of
European citizens. The literature suggests
that the establishment of welfare systems
influenced the reduction of inequality levels
and the redistribution of the resources. The
aim1 of this article is to reinforce these findings
through a comparative analysis of the inequality
levels in Europe over the 2008-2012 period,
based on EU-SILC cross-sectorial data. Lastly,
some recommendations are given for Albania,
especially in terms of the methodology used for
measuring the inequality indicators.
1 The article is based on the original master thesis’
dissertation: “How can Welfare State Influence Income
Inequality? The case of Scandinavian Countries”,
Sapienza University of Rome. Relator Prof. Michele
RAITANO. The thesis and the article have not been
published before.
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1. INTRODUCTION
Income inequality is one of the most cited research
topics and it seems to be at the top of the agenda of
the international institutions like World Economic
Forum, International Monetary Fund, UN agencies
etc. It does not come as a surprise, given that the
latest financial crisis contributed to the worldwide
increase of inequality. Moreover, it challenged
the actual tools used to measure and address
inequality and poverty, challenging governments
and experts to find new ways to address the
changing economic realities.

Their analysis goes further on, showing how the
GINI index has changed during this period of time,
following the consideration of social transfers into
the total income. We can summarize their findings
into two main points: firstly, it shows a gradual but
persistent increase of the inequality levels in all
the European countries considered and secondly,
it shows that income inequality from disposable
income after social transfers is considerably lower
than income inequality from labour market (Figure
2).

But the increasing trends of inequality started
way before the 2008 financial crisis. Studies on
inequality typically focus on the period after the
1980s because it is at that time that a surge on
worldwide inequality was observed. Therefore, a
lot of theories and different studies have tried to
analyse the factors behind the inequality trend and
how it can be measured. Among them, the article
of Franzini and Raitano (2015), has studied the
historical development of inequality levels and the
subsequent increase of inequality from disposable
income (Figure 1).

These findings suggest about the relevance of
the redistribution. The differences among the
income inequality levels from labour market
and disposable income, after accounting for the
effect of taxes and transfers, suggest that welfare
policies have an important impact over income
redistribution. Thus, in order to better understand
the dynamics behind these differences it is
important to analyse the welfare policies, as they
represent the set of socio-economic policies of a
country.

Figure 1: Trend of GINI index of equivalent disposable income in the selected OECD countries
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Figure 2: Trend of GINI index of equivalent market income in the selected OECD countries
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The aim of this paper is to show how the welfare
policies across the European member states have
influenced the decrease of inequality levels, by
favouring the redistribution of resources and policy
design needed to overcome the markets’ shortfall.
For this reason, I will make use of EU-SILC crosssectional dataset in two periods, 2008 and 2012; in
order to observe how the financial crisis affected
inequality levels and how the inclusive policies
helped to normalize these negative effects.
The purpose of this article is to analyse the
link between social systems and inequality
levels, through a comparative analysis extended
geographically and over time. To this end, the
analysis is focused on a first review of the welfare
concept and its main components across the
different European countries. Then, by measuring
the GINI index of inequality, it is possible to
estimate the level of income inequality in European
families. For measuring the GINI index, I will refer
to EU-SILC cross-sectorial data in two periods,
2008 and 2012; in order to highlight the timely
performance of the level of inequality.
Given that EU-SILC data provide information in two
levels: at the individual and at the household level,
individual data are aggregated according to the
respective household units so that the analysis is
consistent. In this way, it is possible to categorize
household income components and their
distribution for each of the countries considered.
Consequently, the GINI index is measured for each
income category, ranging from gross income to
net disposable income after taxes and transfers.
Finally, and to serve the purpose of this policy,
the redistributive effect of the welfare policies is
measured in each of the selected countries by
analysing the increase and/or decrease of GINI
index after accounting for effect of policies like
social transfers, pensions etc.

2. CHARACTERISTICS OF
WELFARE REGIMES –
LITERATURE REVIEW
According to Barr (1992) in his paper ‘Economic
Theory and the Welfare State: A Survey and
Interpretation’, the welfare state is a term used
to describe the state activities in four broad areas
i) cash benefits, ii) health care, iii) education and
food, iv) housing and welfare services.

In order to consider the distributive role associated
to the welfare state and the specific aims of
welfare policy, the literature distinguishes between
the way transfers are entitled to the individuals
(entitlements) and the characteristics of the
transfers (the benefits) received by the individuals.
The effect of a public policy is strongly related
with the transfers it accounts for, which in turn are
distinguished by:
- Their nature: It can be a cash transfer, for
instance specific pensions or unemployment
benefits. On the other hand, it can be designed as
in-kind benefit, for instance health care, education
etc., and at the end specific in-kind transfers such
as vouchers (food stamps).
- Entitlements: The category of the population
that is entitled to receive a specific transfer or the
share of population that is covered in case a certain
event occurs. In the case of social insurance, the
entitlement is related to the verification of the
specific event and the seniority record in the case
of pensions.
- Benefit computation formula: The benefit can be
linked with the contribution history, therefore is
linked with the wage and the risk. It can also be a
kind of flat benefit, the same for all the individuals
who receive it, independently from the entitlement.
Likewise, the contributions paid could be uniform
(as a flat rate or as a proportional contribution rate)
or could change to the degree of risk individuals
are exposed to.
However, based on different combinations of these
schemes, two important dimensions of Welfare
State emerge: the universal system and the
targeted system (means-testing). Taking account
of these dimensions and the institutional design of
the policies, Esping-Andersen (1992) and Ferrera
(1996) give a comprehensive classification of four
welfare regimes: (1) the Social-democratic model
(2) the Liberal model (3) the Continental model and
(4) the Southern model.
Esping-Andersen’s classification has been
reconsidered by Obst (2009), who makes a
reorganization of the characteristics of the first
three models2 according to the parameters in the
following table. The author relies on the original
classification by Esping-Andersen but points out
that the original classification is very general and
does not always characterize all the countries.
Moreover, it does not serve as a basis for assessing
the level of income redistribution.

Within these four areas, the welfare state
comprises a set of policies that go from cash-based
to service-based concept.
2 The Obst analysis considers only the welfare regimes as described by Esping-Andersem. Thus, the southern model is
not object of his study.
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Table 1: Characteristics of welfare models

Characteristics
Decommodification 3
Residual welfare
Private welfare
Redistribution
Countries

Liberal
Low
High
High
Low
UK

Conservative (continental)
Moderate
High
Low
Low
DE, FR, NL, BE, AU

Social-democrat
High
Low
Low
High
SU, DN, NO, FI

Source: Thomas Obst, Income Inequality and the Welfare State – How redistributive is the public sector?, 2009.

Country/

GINI from
GINI from
gross
disposable
Indicator
income
income
According to Esping-Andersen’s and Obst’s point
of view, the social democratic (Scandinavian)
model is characterized by universal inclusion and
Austria
comprehensive
definition of0.301
the entitlements. 0.260
The
system overall is committed
Belgium
0.325 to achieve equal
0.280
conditions
for
all
the
individuals.
This
aim
is
Denmark
0.275
0.237
achieved by referring to the Welfare State as a
Finland
0.305
0.264
sort of citizenship right, which everybody has the
France
0.304
0.278
right to receive. In this sense, it is a universal kind
Germany
on
welfare state, by covering0.326
universally every 0.287
individual
under the provisions
of the welfare 0.326
Italy
0.370
policies.
Moreover,
the
Scandinavian
model is 0.277
Luxemburg
0.317
characterized by a universal inclusion which is
Netherlands
0.276
0.230
financed by general taxation, active labour market
Norway
0.276
policies and social policies devoted to families0.230
and
Portugal
0.397 fact to notice
0.344
gender
equality. Another important
is
that
Scandinavian countries0.358
favour service-based
Spain
0.323
policies
or what is known as0.264
in-kind benefits, such
Sweden
0.232
as education, health care, child care etc.
United Kingdom
0.375
0.31
The Liberal model is represented by Anglo-Saxon
countries and the idea behind the ‘liberal’ term is
the fact that they favour a minimal intervention by
the state, given the assumption that individuals are
able to find an adequate level of welfare directly by
the market. Not surprisingly these countries favour
subsidizing private welfare through tax deductions.
Thus, the role of the state is a complement
for the market transactions and the system is
characterized by private welfare provisions. Social
policy within this type of welfare state is aimed
at a maximization of capacities for individual
independence. Countries that belong to this type
of welfare state regime are generally dedicated
to full employment. Only by making sure that as
many people as possible have a job it is possible to
maintain such a high-level of solidaristic welfare
system (Arts and Gelissen, 2002). What we notice
in the case of liberal model is a preference for

GINI from disposable
GINI from
income before social
disposable income
transfers other than
before social
progressivity and direct measures based on
pensions
transfers
taxation and social spending.
This fact is sustained
also by the empirical work from many authors,
0.298
0.431
suggesting very low
levels of social expenditure
programs. With respect
0.352 to the labour market
0.472
policies, the Liberal
model
favours
deregulation
0.291
0.323
because in this way it is possible to achieve
0.327
0.411
employment growth, but also promotes greater
0.316
0.423
labour turnover which in turn can determine
0.375
wage inequality, by0.312
influencing both inequality
and
poverty rates.
0.338
0.478
0.335
0.444
The Continental (corporative) model: The
0.271
0.347
continental model has its roots in the
0.303
Bismarckian times, when insurance concept0.38
0.366
0.411
was first introduced.
The welfare policies favour
occupational social0.356
insurance, providing an0.466
income
replacement to the0.277
insured person in the event
0.307of
the social risk. Given that this insurance system
0.354
0.409
is fragmented according to different industries, it
results in a high level of stratification of the whole
system. As a consequence, the welfare system
works as a safety-net or known as residual welfare.
The Southern model includes the four southern
European countries: Italy, Spain, Portugal and
Greece. Originally Italy was classified by EspingAndersen as part of the corporative (continental)
regime, but Ferrera (1996) (also sustained by
other authors) argued that it was better to include
these countries under the same cluster. Given
the fragmented and unequal labour market,
the universalistic approach of health services
contributed to an upgrading of the allocative and
distributive efficiency of the social expenditure.
However, the degree of decommodification and
income redistribution in these countries remain
low.

3 The Decommodification degree shows how much individuals have to rely on the market in order to satisfy their needs.
The higher the decommodification the least individuals have to turn to market income, because the system already
provides them with a minimum income. (M. Raitano, Welfare State and Redistribution: The role of universalism and
targeting, 2007).
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2.1 INSTITUTIONAL DIFFERENCES
The classification of European welfare regimes
is very helpful for the sake of this analysis and to
understand how the institutional design of socioeconomic policies can affect the citizens’ wellbeing and the identification of the country as an
inclusive one. While until now the literature under
review was more focused towards the general
characteristics of welfare states, the OECD report
‘Divided we stand, why inequality keeps rising?
(2011) highlights the institutional and structural
differences of the labour markets and social
systems.
The report is one of the most complete works,
which considers various dimensions of institutional
variables like wage bargaining, employment
protection legislation, market regulation, tax
wedges and minimum wages. Referring to
the above variables, it shows that there exist
differences among the OECD countries, which are
reflected on the welfare composition. The main
differences consist on:
1. Labour market policies (and active labour
market policies, specifically),
2. In-kind benefits,
3. Cash benefits.
Active Labour Market Policies are an integral part
of labour policy, aimed at improving labour market
outcomes by increasing labour market mobility,
efficiency and by facilitating the redeployment
of workers. There are four main policies aimed
at increasing the activation: (a) training for
unemployed individuals and individuals at risk
of losing their jobs (b) subsidized employment
which promotes employment for the unemployed
individuals or other priority groups (c) public
employment services that consist on placement,
vocational guidance and job search courses and (d)
activation measures, which provide incentives for
unemployed individuals to increase the job finding
directly through benefit sanctions or through
mandatory participation in training courses.
The Swedish system, for instance, is the most
famous for the ALMP, by imposing pressure on the
unemployed individuals through denial benefits,
in order for them to look for a job or to accept a
suitable position.
Literature suggests that ALPM policies are very
important in reducing the unemployment levels,
increasing the market income of individuals and
thus, reducing the overall levels of inequality.
According to Van Ours, this is because ALMP
increase the employment levels and at the
20

same time increase the capacity of unemployed
individuals through the training process.
Referring to Eurostat data (Table A.1 in Appendix),
it can be seen that public expenditure on labour
market policies is higher in countries such as
France, Italy, Spain and Germany, while it accounts
for a higher percentage of GDP in Sweden, Spain
and Finland.
Apart from labour market policies which have a
direct impact on the life and disposable income
of individuals, essential part of welfare are the
social services or in-kind benefits. Their study
finds wide representation in the literature but the
main problem related to these policies rests on the
difficulties of estimating their monetary value.
It is logical to think that if a family receives free
school education or free childcare services, this
will indirectly increase their disposable income,
given that they are not paying for these services as
they would otherwise. On the other hand, especially
with reference to family policies, the literature
demonstrates a strong impact of such policies in
increasing female employment levels.
In-kind benefits will not be object of the analysis
due to difficulties arising from their estimation and
the data limitations.
The social policies can also be expressed in terms
of cash benefits, as a way to influence individuals’
well-being directly and since they are received
in cash and, they have an immediate impact
on disposable income and income inequality
overall. Moreover, considering that they act after
the market play, they are strongly related with
redistributive outcomes. As part of cash benefits
are considered the unemployment benefits,
sickness benefits, social exclusion and pensions.
As it can be seen in Figure 3, the highest share
of cash benefits goes for pensions, especially
in countries like Italy or Greece, given their
demographic characteristics that will not be part
of this study. The cash benefits do not necessarily
reflect the power of welfare policies, given that
their absolute values can be biased by demographic
differences (like in the case of pensions, because
of the ageing population) or macroeconomic
differences (like the levels of unemployment in
one country). However, when combined with other
social policies, they can neutralize the distortions
coming from labour market.
The OECD report concludes that there is actually
a positive link between wage inequality and labour
market institutions. The aim of the following
paragraph is to sustain these findings.

THE EFFECT OF INCLUSIVE WELFARE POLICIES OVER INEQUALITY

3. EMPIRICAL FINDINGS AND
METHODOLOGY
Let’s analyse in more detail what data actually
suggests about the welfare theories and models
and how it is associated with the inequality concept.
As introduced in the second paragraph, the main
point of the welfare inequality analysis stands
in the way redistribution occurs and how much
is it possible to influence it by using the right
policies. To sustain this thesis, I will conduct the
analysis based on data provided by Eurostat survey
‘European Union Statistics on Income and Living
Conditions’ (EU-SILC) referring to the years 2008
and 2012.
A very important point when studying inequality
is the unit of reference. I choose to conduct the
analysis using the EU-SILC data on household
units for both periods. Nonetheless, I will make
use of EU-SILC data on individual units in order
to construct the total household income. We start
the analysis by considering a sample of 258,356
individuals for EU-15 countries. At the individual
level is possible to compare the share of each
income component for every person, for each
country selected but we lack data about capital
income in this case. For this re ason, the next step
of the analysis is conducted at the household level.
Once data from individuals’ units is aggregated at
the household level, the remaining sub-sample is
of 24,323 household units for all countries.
But at the household level, data are limited as
referring to the earnings from employment and
self-employment. For this reason, the analysis is
constructed as follows:

- The sum of the abovementioned components is
summed up to construct the total gross household
income, which is then made equivalent in order to
better compare individuals living in households.
In order to see the effect of redistribution, I will
compare the total gross income with the disposable
income at the household level. Summing up all the
income components it is possible to write:

After constructing the income components, I
calculate the GINI coefficient for each of them,
in order to see how inequality changes according
to the different income concepts. GINI analyses
inequality forms a concentration perspective, by
using the links of cumulated shares of incomes
and population; therefore it is not a synthetic index.
Since it is based on measures of concentration,
it depends on rankings differences rather than
income differences: being constant a transfer from
one part of income distribution to the other, it is
more sensible to changes in the middle of income
distribution. However, it remains one of the most
used indicators for the measurement of inequality.
The following analysis was performed using the
STATA package. In order for have a higher degree of
comparison with the evidence from literature, only
15 EU member states (except Greece, for which
there are no available EU-SILC income data) have
been selected.

- Earning form labour market are taken from the
individual level and aggregated for the household,
- According to the same logic, the earnings from
self-employment are taken at the individual level
and then aggregated for all the individuals living in
the same household,
- Pension also are taken from the individual level,
considering both old-age and survivors’ benefits,
- For transfers, I first built the aggregated data
from the individual level and then merged them
with the available transfers data at the household
level,
- The capital income is given only at the household
levels,
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0.4
0.35
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3.1 INEQUALITY ANALYSIS AT THE
0.2HOUSEHOLD LEVEL

monetary values. The components of the transfers
are calculated by considering the transfers at the
individual level:
- Unemployment benefits,
- Sickness benefit,
- Disability benefits,
- Education-related allowances,

0.25
0.15

In a very first step of the analysis, I consider the
decomposition of the household income in its
0.05
components. It is possible to notice from the Figure
0
3 that the
market income
(as a sum
of labour Denmark
France
Germany
Netherlands
Sweden
Italy
United Kindom
income and income from self-employment) has
Plus
the
transfers
at
the
household
level:
1985the 1995
2010
the highest share over the total income in all
countries. As we will see later on, it accounts for
- Social exclusion,
more on the total inequality level. The share of
0.6
- Housing allowances,
income from capital is very small on almost all
- Family/children related allowance,
0.5 the selected countries. Considering the pensions’
- Income received by people younger than 16 years
0.4 benefits, the Southern countries appear to have
old.
the highest relative shares of pension over the total
0.3
income, given the higher share of old-age over the
However, the relative shares per se do not provide
0.2 total population. The most evident effect can be
relevant information about inequality levels and the
0.1 seen in Italy and it is actually one of the biggest
role of welfare policies to combat inequality. For
problems the Italian labour market has.
this reason, using the tools provided by the STATA
0
software,
index
decomposition
France
Germany
Netherlands
Denmark
Sweden I conducted
Italy the GINI
United
Kindom
The last component of income to consider is
according to all the income components, in order
the transfers received by all the household
1985
1995
2010
to evaluate the biggest sources on inequality. The
components. Transfers are a crucial point of this
results are shown in Figure 4.
analysis, as they materialize social policies in
0.1

Figure 3: Household income decomposition
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Figure 4: GINI index decomposition by income components
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As mentioned before, labour income represents
the highest share over the total income and
subsequently, it contributes the most to inequality
levels, suggesting once again that the major causes
of income inequality come from labour market. The
trend is more or less the same in all the countries
considered; with the lower incidence of labour
income on inequality for Italy and the relative
higher incidence for Denmark.
As refers to social transfers, their relative shares
are more or less the same in all countries.
Although their relative share over the total income
is small, they exert an equalizing effect by reducing
the inequality for every 1 % change in their value.
The same reasoning is used for pensions, given
that the pensioners are usually considered as
individuals with zero-market earning. Thus, the
consideration of pensions as transfers from young
working individuals to old-age individuals increases
the income of the latter ones by reducing inequality
levels.

effects of taxes and transfers. Given that data
about taxation are limited in the Eurostat survey of
2012, I will conduct this analysis by referring to the
redistributive power of transfers. For this reason,
the inequality is measured step by step as we go
from gross income to disposable income before any
transfer is perceived (that is actually the market
income), then to the disposable income once we
account for pension transfers and at the end we
consider the disposable income when all sorts of
transfers are perceived.
Starting from the GINI index calculated on gross
income (Table 2) we notice high levels of inequality
in all the selected countries, with the Southern
family of welfare state resulting in the highest
values of GINI index as opposed to the Scandinavian
countries, with the lowest values.

After tax and contributions are paid, the remaining
disposable income, before any kind of transfer,
results in a higher concentration over the total
Until now we have analysed the income distribution
income distribution, suggesting therefore a higher
atCharacteristics
the household level and its decomposition
in
value
of GINI. It is higher Social-democrat
than GINI from gross
Liberal
Conservative
(continental)
main
income
components.
This
analysis
is,
of
income
in
all
the
countries,
with the highest values
Decommodification
Low
Moderate
High
course, important to understand how different
for the Southern countries and the lowest ones in
Residual welfare
High
High
Low
kinds of incomes are owned and in which
Denmark and Sweden. The explanation of these
Private
welfare
High
Low
Low
proportion form different households, but it does
results comes from the definition
of these income
Redistribution
Lowthe redistributive
Low
Highincome according to
not
give precise information about
concepts, starting with gross
Countries
UK
DE, FR, NL, BE, AU
SU, DN, NO, FI
Table 2: The change of GINI index from gross income to disposable income

Country/
Indicator

Austria
Belgium
Denmark
Finland
France
Germany
Italy
Luxemburg
Netherlands
Norway
Portugal
Spain
Sweden
United Kingdom

GINI from
gross
income

GINI from
disposable
income

0.301
0.325
0.275
0.305
0.304
0.326
0.370
0.317
0.276
0.276
0.397
0.358
0.264
0.375

0.260
0.280
0.237
0.264
0.278
0.287
0.326
0.277
0.230
0.230
0.344
0.323
0.232
0.31

GINI from disposable
income before social
transfers other than
pensions
0.298
0.352
0.291
0.327
0.316
0.312
0.338
0.335
0.271
0.303
0.366
0.356
0.277
0.354

GINI from
disposable income
before social
transfers
0.431
0.472
0.323
0.411
0.423
0.375
0.478
0.444
0.347
0.38
0.411
0.466
0.307
0.409

Source: EU-SILC 2012 data, author’s elaboration
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Eurostat definition, which includes all gross income
components at personal and household level,
accounting also for the total transfers received.
Once taxes and contributions are paid but nothing
is received, is it logical to think that the middleclass and lower-class will have fewer resources to
satisfy their needs; on the opposite side the same
thing happens at the top of income distribution
but the fact that transfers are not received affects
rich individuals to a lower extent. And this line of
reasoning brings us to the limitations of using GINI
index as a measure to compute the inequality of
income distribution, given that it is more sensible to
the changes that happen at middle part of income
distribution.

1
0.9
0.8
0.7
0.6
0.5
0.4

income concentration relatively decreases. A very
pronounced reduction is also noticeable for other
continental countries, while the lowest reduction on
inequality is seen for Nordic countries.
At the end, after accounting for all the transfers
received at the personal and household level,
inequality decreases again, reaching its lowest
values for Norway, Denmark and Sweden with a
GINI=0.23.
For a better understanding of changes on income
inequality, Figure 5 gives a clearer representation
of the effects of social transfers on GINI index of
inequality. As explained above, inequality reduces
step by step as social transfers are added to the
household income.

Going on with the analysis, the GINI index of the
disposable income is calculated once old-age
benefits are taken into account. The results suggest
that the inequality is reduced in all the countries,
but the higher effects of this reduction are seen
for Southern countries (especially Italy and Spain).
Since these countries have a higher share of
pensioners (not considering the old-age benefits,
which is equivalent to considering a zero-market
income for these individuals), when transfers
for pensions are taken into account the total
disposable income of the household increases and

But although the above analysis gives important
information about income inequality and the
role of transfers, it doesn’t give a clear answer
for the effects of redistribution. According to
Raitano4, an appropriate measure of the intensity
of redistribution is the difference in percentage
points between market income inequality and
disposable income inequality. But he suggests
that this measure is far more complicated to be
calculated due to methodological problems that

0.3
0.2
0.1
0

4 For more detailed information about the possible measure of redistribution and its implications, see Raitano, ‘Income
inequality in Europe since the crisis’, 2016.
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Figure 5: The effect of transfers on income inequality measured by GINI index
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can arise during the comparison of inequality
This is sufficient to understand that in the case
from market income and disposable income. In his
of Italy, the measurement of the redistribution
article ‘Income inequality in Europe since crisis’ he
intensity is highly influenced by the pensions (as
stresses
the
fact
that
the
measure
of
the
intensity
a result of the demographic
7.26
30
8.00 characteristics we
6.66
6.62 mentioned). For this reason, in order to isolate
of redistribution is affected by the consideration
7.00
6.19
25
of pension
transfers. Given that pensioners are
the redistributive effect6.00
of social transfers from
5.44
usually considered as zero-market earners, once
pensions and to provide an unbiased valuation, I
20
5.00
the old-age benefits are considered as part of their
eliminated pensions from total income. For this
15
4.00
disposable income, it may seem that the effect of
reason, individuals over the age of 65 have been
3.00
10
redistribution is very sharp. For this reason, and
eliminated from the composition
of the household
2.00
given the disposable data on social transfers, I
units.
5
1.00
tried to measure the redistribution outcomes by
0.00 are presented in
0
first
considering the percentage change between
The results of this analysis
1996
2005
2008Figures 7 and
2012
GINI index
from market 2002
income (the disposable
8 respectively5. As it is shown, wage
income before any social transfer)D1and the
inequality is lower for Scandinavian countries,
D10GINI D10/D1
index from the disposable income once the pension
while it is high for Italy and Great Britain. Once we
benefits are taken into account. In a second step
add social transfers, inequality decreases but to
45
6.00to the previous analysis.
and by considering all kinds of social transfers,
a lower extent compared
40
4.81
the redistribution is measured
as the percentage
Actually, if we refer to the
intensity of redistribution
4.67
5.00
4.38
4.25
35
change between
GINI
index
from
market
income
(Figure
8),
it
is
lower
than
the case where pensions
3.97
and GINI index from disposable income when all
are considered and is negative
for Italy.
30
4.00
social transfers are considered. As can be seen in
25
3.00
Figure 6, 1.78
the difference in absolute terms is higher
For instance,1.78
the intensity
of redistribution for
20
1.76
1.80
in
the
second
case;
with
a
more
noticeable
effect
Norway
when
all
the
social
1.60
2.00 transfers (including
15
of
redistribution
from
social
transfers
in
Nordic
old
age
benefits)
are
considered
is equal to 0.15,
10
1.00 if pension benefits are
countries.
while
it
is
equal
to
0.0166
5
The intensity of redistribution when only pensions
excluded. The same logic is used for all the other
0.00
0
are considered
is
very
high
for
Italy
and
varies
by
countries, even
though the change percentages
1996
2002
2005
2008
2012
little when all the other transfers are added to total
may be different.
Q1
Q2
Q3
Q4
Q5
P60/P40
Q5/Q1
income.
Figure 6: Intensity of redistribution at the households level
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Source: EU-SILC 2012 data, author’s elaboration

Note 1: The intensity of redistribution after accounting for pension transfers is measured
as the percentage change between GINI index of inequality from disposable income
before any transfer is considered and the GINI index of inequality after accounting for
pension transfers.
Note 2: The intensity of redistribution after accounting for all social transfers is
measured as the percentage change between GINI index of inequality from disposable
income before any transfer is considered and the GINI index of inequality after
accounting for all social transfers.

5 The detailed information on GINI index for each country is provided by Table A.3 in Appendix.
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Figure 7: Income inequality at the household level, excluding old age population
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Figure 8: Intensity of redistribution at the household level, excluding old age population
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3.2 INEQUALITY ANALYSIS
0.5
ACCORDING TO WELFARE STATE
0.4
MODELS
0.3

As a last step of the income inequality analysis at
the0.2
household level I will consider a comparative
analysis of GINI index of inequality according to the
0.1
different families of welfare state, as classified in
the second
paragraph.
0

the analytical analysis, as the Scandinavian model
shows the lowest GINI index among the four
models, equal to 0.276. On the other hand, in the
southern model is observed a high drop in income
inequality as pension benefits are considered,
but not so high, when social transfers are added.
Referring to Figure 10, it is possible to notice that
the intensity of redistribution from social transfers
is lower for the southern model.

Scandinavian
Liberal
Continental
Moreover, if weSouthern
consider the intensity of
Following the sameGINI
logic
of
income
inequality
from disposable income before social transfers redistribution coming from all the social transfers,
analysis, I first measured the GINI index of
is higher
in the Scandinavian model. Thus,
GINI from disposable income before social transfers it
other
than pensions
inequality from market income (or the disposable
reorganizing the inequality analysis according
dispisable income
income after taxesGINI
andfrom
before
any social transfer
to welfare models points to the fact that
is received), after which the social transfers are
comprehensive social policies produce positive
added to the disposable income. As it is shown
results in terms of low levels of inequality and high
Southern
in Figure 9, the Scandinavian model shows the
redistribution of incomes. The inequality analysis
lowest GINI index of inequality for each income
presented throughout this paragraph suggests
concept. By adding pension benefits and all the
that the social-democratic model, as the forefront
Continental
other transfers in all the clusters, it is possible to
of universal welfare systems, is more prone to
notice the reduction of income inequality. Here,
redistribution and consistently demonstrates low
can
be noticed that theoretical predictions match
levels of income inequality.
Liberal

6 The detailed information on GINI index for each country, according to each income component is provided by Table A.4
in Appendix.

Scandinavian
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Note 1: The intensity of redistribution after accounting for
pension transfers is measured as the percentage change
between GINI index of inequality from market income and
GINI index of inequality from disposable income, once
pension transfers are considered.
Note 2: The intensity of redistribution after accounting
for all social transfers is measured as the percentage
change between GINI index of inequality from market
income and GINI index of inequality from disposable
income, once all the transfers are considered.
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4. SOCIAL PROTECTION
POLICIES IN ALBANIA
Social Policies in our country are still undergoing
a transition period and suffer from two main
deficiencies that hinder their development further:
- Lack of statistical data consistent over time,
- Lack of budget funds to enable increased social
spending.
While the last point requires a deeper analysis
of budgetary funds and their allocation towards
social spending, it is important to stop at the first
point. The National Institute of Statistics of Albania
(INSTAT) has recently made efforts to increase
the quality of data collected, the processing and
harmonization of classifications and methodologies
with European ones. The latest initiative included
in the National Strategy for the Development of
Statistics 2017-2021 is an attempt to develop the
EU-SILC methodology in Albania; which will require
the creation of a wide database for the sampling
of statistical units and tracking on time, in order
to construct the panel data. Moreover, INSTAT has
made efforts to increase the number of indicators
used to measure social protection measures and
living conditions.
At this point and following the context of this
article, I think that the purpose of these data
should go beyond the measurement of poverty
indicators; so it is imperative to include the GINI
index or similar indexes like PALMA, for measuring
income distribution and inequality. As the EU-SILC
data are not currently available for Albania, the
analysis will be focused on reviewing social policies
in Albania and comparing the inequality indices
measured by international reports.
The social protection policies in Albania so far
have been centred on very basic elements of social
security and social assistance. At this point, it
is worth mentioning the reform initiative of the
pension system, economic aid and vocational
education reform. Given the classification of preand-post labour market measures (as set out
previously), social policies in Albania are mainly
focused after the market play, in the form of social
assistance or unpaid payments. The labour market
suffers from non-reformed national employment
systems and collective contracts, which in the
absence of a strong impact from trade unions
are largely regulated at the individual employeremployee level (without considering the informal

labour market). National strategies in recent years
have mainly put the attention on professional
education, as a way of adapting to the dynamics of
the labour market. However, we must bear in mind
the persistence of informality and nepotism in the
labour market.
On the other hand, great attention has been paid
to reforming the economic aid system into a social
reintegration program7. Under this program,
economic assistance consists mainly in promoting
employment as a substitute for social assistance,
generating jobs in the relevant communities.
The social fund designated to cover this type of
assistance targets the most vulnerable groups
at risk of social exclusion. As it is shown in the
table below, the number of households that have
benefited from social assistance from 2013 to 2017
has decreased considerably even though there is no
data on whether the welfare level has increased for
excluded families (and in general).
Considering pensions as a form of social benefits, it
can be noticed that there is a large difference in the
size of pensions obtained in urban and rural areas,
which points to the insurance system’s problems
associated with past contributions during the
period of collective farms. Such systems continue
to penalize the elderly whose contributive life is
associated with the years of planned economy. At
this point, I believe there is a need and place for a
proper study of the effect of collectivization policies
on pensions and third-age poverty.
Observing invalidity and family pensions, their value
is significantly lower than that of the retirement
pension. In fact, these two categories of pensions
in European systems are usually classified as cash
benefits in the form of social assistance.
Considering that the minimum gross wage in
Albania amounts of 24,000 Lekë, the (urban)
disability pension is half the gross minimum wage,
while the family pension is equal to one-fourth of
the minimum wage. In both cases, the assistance
seems insufficient to cope with a minimum
standard of living conditions. The values are even
lower in the case of rural pensions.

7 Analizë e politikave të zhvillimit ekonomik gjithëpërfshirës si instrument i ri për integrimin ekonomik dhe social të
shtresave te disavantazhuara në shoqëri, Agenda Institute, 2018.
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Table 3: Total family protection fund by family structure

Families by structure
Total number of families

2013
104397.50

Families
by structure
- with 1 member
Total
of families
- withnumber
2 members

2013
5640.79
104397.50
9217.75
16580.58
5640.79
30340.08
9217.75
22997.88
16580.58
11309.08
30340.08
8311.33
22997.88
11309.08
8311.33
4655834.20

- with 3 members
with 41 members
member
- with
with
2
members
- with 5 members
with63members
members
--with
with over
4 members
-- with
6 members
- with 5 members
- withFund
6 members
Total

withlekë)
over 6 members
( -‘000

2014
78071.46

2015
80057.25

2016
80147.25

2017
80964.00

2014
2015
2016
3854.42
4406.25
4300.75
78071.46
80057.25
80147.25
6533.81
6724.00
7096.50
12517.37
13187.75
13821.00
3854.42
4406.25
4300.75
22953.83
23937.50
24270.75
6533.81
6724.00
7096.50
17698.72
18123.75
17962.75
12517.37
13187.75
13821.00
8501.74
8284.25
7994
22953.83
23937.50
24270.75
6011.57
5393.75
4701.5
17698.72
18123.75
17962.75
8501.74
8284.25
7994
6011.57
5393.75
4701.5
3569361.24 4095878.10 4115224.10

2017
4633.82
80964.00
7491.85
14095.23
4633.82
25743.80
7491.85
19606.78
14095.23
9365.02
25743.80
6572.22
19606.78
9365.02
6572.22
4091663.00

Total
- withFund
1 member
(-‘000
withlekë)
2 members

175979.26
119037.67
160530.54
133408.56
1600902.73
4655834.20
4091663.00
330058.22 3569361.24
225172.90 4095878.10
256043.96 4115224.10
271739.90
3260878.76
- with 3 members
635900.79
482709.81
563179.17
596864.71
7162376.56
with
1
member
175979.26
119037.67
160530.54
133408.56
1600902.73
- with 4 members
1321025.51
991275.71 1190712.99 1225664.31 14707971.68
with 52 members
members
330058.22
225172.90
256043.96
271739.90
3260878.76
-- with
1114639.7
876252.28
1013792.2
1028710.4
12344525
with
3
members
635900.79
482709.81
563179.17
596864.71
7162376.56
- with 6 members
590285.49
489705.14
528725.94
516360.73
6196328.81
with over
4 members
1321025.51
991275.71 1190712.99
-- with
6 members
487945.28
385207.73
382893.26 1225664.31
342475.62 14707971.68
4109707.43
- with 5 members
1114639.7
876252.28
1013792.2
1028710.4
12344525
Source: INSTAT, Social Protection Data
- with 6 members
590285.49
489705.14
528725.94
516360.73
6196328.81
- with over 6 members
487945.28
385207.73
382893.26
342475.62
4109707.43
Description
2013
2014
2015
2016
2017
Urban
Table
4: Monthly pension amount, by type of benefit
Old-age
14076
14518
14584.966
14873
15527
Description
2013
2014
2015
2016
2017
Invalidity
12181
12593.482
12647.871
12803
13389
Urban
Survivors
6785
6764.7875
6695.6197
6613
6706
Old-age
14076
14518
14584.966
14873
15527
Rural
Invalidity
12181
12593.482
12647.871
12803
13389
Old-age
7465
7825.2438
8330.0238
8556
8808
Survivors
6785
6764.7875
6695.6197
6613
6706
Invalidity
5832
6113.3572
6500.6069
6595
6452
Rural
Survivors
3149
3252.1716
3240.3841
2830
2477
Old-age
7465
7825.2438
8330.0238
8556
8808
Invalidity
5832
6113.3572
6500.6069
6595
6452
Survivors
3149
3252.1716
3240.3841
2830
2477
Source: INSTAT, Social Protection Data
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Albania is, in fact, one of the countries with the
lowest value of social spending. Referring to the
Agenda Institute study (2018), the social spending
for labour market in Albania accounted for about
0.15 % of GDP in 2011, compared to an average
of 0.19 % in European countries. Moreover, the
study denotes that public spending on employment
promotion policies amounted to about 0.031 % of
GDP in 2016; training costs (as part of the ALMP)
accounted for about 0.016 % of GDP and spending
on youth programs accounted for about 0.0035 % of
GDP. The above values are far from the average of
OECD countries and reiterate the lack of resources
for social spending in our country.

in Figure 11, the trend of inequality has slightly
decreased by 2012. However, the percentage of
income owned by the last decile of the population
(richest 10 %) is significantly higher than the
income of the poorest 10 %. In 2012, for instance,
it was 6 times the income of the poorest 10 %.
Analogously, the distribution of income according
to the quintiles is given in Figure 12. The Q60 / Q40
indicator is a commonly used index for the middleclass income analysis, given that the middle class
is usually located between the second quintile
(Q40) and the third (Q60) of income distribution. In
Albania, this index seems to be persistent at the
value of 1.7, while the share of income owned by Q5
is almost five-time the income owned by Q1.

Finally, to give a general overview on inequality
levels, I refer to World Bank data as presented in
the Agenda Institute study. It should be noted that
the level of income inequality in this section is not
comparable to the level of inequality measured
in the preceding paragraphs, as the methodology
for measuring inequality changes. As it is shown
Figure 11: Distribution of income deciles
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Summing up, it is concluded that the level of
inequality in Albania is relatively high but its
measurement is still difficult. Until now, the main
sources of information on inequality indicators have
been World Bank or UNDP reports, due to lack of
data at the national level.
Albania, as a developing country, needs to reform
its socio-economic policies and use them to fight
poverty and inequality. But in order for social
systems to evolve, it is necessary to improve the
statistics’ system to have a better representation
of the reality on which future policies should be
based.

5. CONCLUSIONS

of the case of Albania, in the form of literature
comparison. Having in mind that the findings do not
come as the author’s original work but as a result
of the comparative analysis, it is concluded that:
(4) The level of inequality in Albania is relatively
high.
(5) The passive state of social policies let me
assume that high inequality in our country is the
result of the lack of social and regulatory policies.
At this point and based on the results of European
countries, I believe that national development
strategies in the future should focus more on
inclusive policies and the reforming of taxation
system, paying particular attention to labour
market policies and youth.

We started the analysis with a clear objective: to
assess whether social protection policies have
influenced income distribution and the inequality
that comes with it. Thus, we analysed how
the different welfare models can be classified
according to their characteristics, in terms of
political and economic similarities. Then, we went
through the analysis of the different dimensions
of the welfare state which served as important
tools not only for the welfare clustering but also
for the comparative analysis. We saw how income
distribution can influence inequality and how the
different policy designs can influence inequality.
The theoretical review gave us important findings,
which were used to develop the comparative
analysis.
Making use of available data and referring to
the GINI index, as the most suitable indicator for
measuring inequality, the main findings can be
summarized as follows:
(1) The labour market is the largest source of
inequality in all countries under consideration,
regardless of the social system to which they
belong,
(2) Social transfers have a significant impact on
the redistribution of income and the reduction of
inequality,
(3) The redistributive power of social systems is
higher in those countries that support universal
social protection systems.
Consequently, I think the article has met its initial
goal: to demonstrate the effect of social policies in
reducing inequality.
Finally, I tried to bring a comprehensive analysis
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APPENDIX
Table A.1: Public expenditure on labor market in absolute values and as % of GDP

Country

Public expenditure (Euro)

Public expenditure as % of GDP

2008
Denmark
Germany
Greece
Spain
France
Italy
Finland
Sweden
UK
Norway

5644.57
48281.68
1644.67
28243.35
39216.46
19348.26
3946.92
4696.73
9936.06
2109.79

Denmark
Germany
Greece
Spain
France
Italy
Finland
Sweden
UK
Norway

8505.74
44582.72
38311.72
47911.44
31172.42
4697.48
7934.2
3451.33

2,34
1,89
0,61
2,53
1,97
1,19
2,04
1,33
0,52
0,67

2012
3,39
1,62
3,63
2,3
1,93
2,35
1,87
0,87

Source: Eurostat data, author’s elaboration

Table A.2: The decomposition of cash benefits in the selected OECD countries

Country

Total
cash
benefits
19.9

Sickness
benefits

Old age
benefits

Unemployment
benefits

Other
benefits

1.1

Social
exclusion
benefits
0.3

1

11.9

Belgium

19.7

1.1

9

3.5

0.6

5.5

Denmark

18.3

1

9.3

1.5

1

5.5

Finland

17.9

1.2

9.9

1.8

0.4

4.7

France

19.9

0.8

12.1

1.8

0.5

4.6

Germany

17.3

1.6

9.1

1.1

0.1

5.3

Greece

22.1

0.6

15.4

1.1

0

5

21

0.4

14

1.6

0

4.9

Luxembourg

15.8

1.2

6.6

1.3

0.4

6.2

Netherlands

18.5

2.1

9.8

1.3

1.3

3.9

Norway

14

2.2

6

0.4

0.3

5.1

Portugal

18

0.3

11.4

1.7

0.2

4.4

Spain

17.1

0.8

8.5

3.4

0.1

4.3

Sweden

15.6

1.2

9.8

0.9

0.3

3.3

UK

17.3

0.6

11.4

0.6

0.8

3.8

Austria

Italy

Source: OECD data, author’s elaboration
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Country

GINI index from equivalent
market income

GINI index from equivalent
disposable income

5.5

Netherlands
Norway

18.5

2.1

9.8

1.3

1.3

3.9

14

2.2

6

0.4

0.3

5.1

1.7

0.2

4.4

Portugal
0.3
11.4
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Spain

17.1

0.8

8.5

3.4

0.1

4.3

Sweden

15.6

1.2

9.8

0.9

0.3

3.3

UK

17.3

0.6

11.4

0.6

0.8

3.8

Table A.3: GINI index of inequality at the household level, excluding old age population

Country
Austria
Belgium
Germany
Denmark
Spain
Finland
France
Italy
Luxemburg
Netherlands
Norway
Portugal
Sweden
United Kingdom

GINI index from equivalent
market income
0.282
0.294
0.441
0.266
0.44
0.332
0.37
0.584
0.284
0.293
0.263
0.293
0.265
0.495

GINI index from equivalent
disposable income
0.269
0.279
0.434
0.253
0.433
0.318
0.36
0.586
0.267
0.282
0.246
0.282
0.255
0.493

Source: EU-SILC 2012 data, author’s elaboration

Table A.4: GINI index of inequality at the household level according to each welfare cluster

Country/Indicator

GINI from
gross
income

GINI from
disposable
income

GINI from disposable
income before social
transfers

0.27111

GINI from disposable
income before social
transfers other than
pensions
0.32441

Scandinavian

0.30962

Liberal

0.37577

0.31097

0.35412

0.40974

Continental

0.32411

0.28779

0.32519

0.41359

Southern

0.38139

0.61253

0.35323

0.47961

0.38725

Source: EU-SILC 2012 data, author’s elaboration
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THE CASE OF ALBANIA
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Abstract
Over the last decade, the interest of researchers
for entrepreneurship and, especially for
small and medium-sized enterprises (SMEs)
increased significantly, considering it as an
important research area.
SMEs were a new experience for the Albanian
economy system. The transition period, from a
centralized economy to a free market economy,
did not find Albania prepared with the proper
experience and necessary consolidation related
to private sector.
However, the current figures show that the level
of employees in the SME sector in Albania is
about 81 % and this sector accounts for about
66.9 % of value added. These evidences serve
as an incentive to further analyse the role of
SMEs in sustainable economic development in
Albania.
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In this article, the literature review will initially
be considered. The literature on the SMEs role
in achieving sustainable economic development
is very wide and is dealt with by authors such as
Curran (1986), Storey (1994) and Burns (2001).
Moreover, will be analysed the case of Albania
based on the data published by INSTAT for
SMEs in our country and at the end of the article
will be presented the results and conclusions
drawn from the use of statistical methods that
prove the impact of SMEs to GDP per capita in
Albania.

KEYWORDS:
SMEs; Economic growth; Employment;
Innovation; Sustainable development
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1. INTRODUCTION
After 1990, Albania was the last country in
Southeastern Europe that started implementing
the principles of a free-market economy. The
development of Albanian SMEs has become an
important issue for policy-makers, as in all other
transition economies.
Competition as a characterizing market
phenomenon, at the beginning of the transition,
was a new concept for Albanians. It went beyond
the economic aspect and it had a wider impact
on political and social life, because the previous
system had completely ruled out market
competition or rather competition as a regulator of
supply and demand.
However, since the transition in the early 1990s,
Albania has made tremendous progress through
achieving macroeconomic stability and continues
to have significant economic growth. Overall GDP
growth amounted to 3.4 % in 2016, compared to
2.2 % in 2015, mainly through increased private
consumption and investment (EBRD, Transition
Report 2017-2018).1
Evidence2 shows that SMEs are very important for
economic progress, both in high and low-income
economies. To support SME activity, policymakers’
attention is focused mainly on labour force capital,
facilitating access to finance, and encouraging SME
investment in new technologies or markets. The
data also show that internationalization of SMEs,
especially when enterprises start exporting to
foreign markets, makes their contribution to the
country’s economy to grow significantly. Certainly,
this stage implies that SMEs have overcome
some of the key obstacles such as: difficulties in
financing international activity, identifying new
opportunities and establishing appropriate contacts
in target markets.
Government policies are a key factor affecting the
success and performance of SMEs (Hunjra, 2011).
For this reason, it is important the government
support with its programs for SMEs, in order to
bring about a sustainable development of the
economy.
Albania has made great progress in
institutionalizing the state-business relationship.
The fiscal burden and the procedural facilities that
are applied are quite stimulating for domestic and
foreign entrepreneurs.

The latest figures show that SMEs are the
backbone of the Albanian economy, accounting for
99.9 % of registered businesses and 66.9 % of value
added (INSTAT, 2018).

2. LITERATURE REVIEW
The concept of sustainable development for
decades has undergone continuous improvements,
including new theories, methodologies and
practices. Achieving sustainable development is
defined as “development that meets the needs of
the present without compromising the ability of
future generations to meet their own needs” (The
Brundtland Report, 1987).
The overall objective of sustainable development
is to achieve an optimal interaction of economic,
human, environmental and technological systems.
Entrepreneurship is described as a tool for
social transformation, especially as a transfer
of economics from one technological era to
another (Schumpeter, 1934, 1942). Sustainable
entrepreneurship and development are considered
as a solution to ensure future development for the
entire society (Stefanescu, Gabor, Contiu, 2011).
According to Acs and Audretsch (1993), the
importance of SMEs is closely related to its four
main contributions. Firstly, they play a central
role in the process of technological change. SMEs
lead to economic success, as a significant source
of innovation activity. Secondly, small companies
stimulate the economy; on the one hand, ensuring
dynamic competition by stopping the concentration
of business activity only in large corporations
and on the other hand, by providing a mechanism
for regenerating the market. Thirdly, using their
comparative advantages, they create a market
segment (niche market). These advantages
include: providing a high quality product, greater
flexibility and responsiveness to customer
requirements (Hallberg, 2000). In this way they
support the promotion of international competitive
capacity. Finally, small firms act as an important
generator of new jobs. They are a major source of
employment, mainly in low-income economies.
That is why enterprises are considered the “engine
of growth” for achieving the economic development
goals (Advani, 1997).
Anokhin et al. (2008, p. 117) conclude that
“entrepreneurship is the main instrument of
economic development”. They have the potential

1 EBRD Transition Report 2017-18, http://2017.tr-ebrd.com/countries/#
2 Edinburgh Group (2014), “Growing the global economy through SMEs”, Reacherch Report, UK, p.6
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Variables Methodology
LGDPct
ADF
PP

to become important exporters, promoters of
economic growth and alleviate poverty among
different groups in society (Badrinath, 1997).
Naudé (2010) emphasized that entrepreneurship
contributes significantly to development by bringing
about structural changes and is seen as a way for
individuals to leave poverty and inequality.
Likewise, Storey (1994, p. 315) clearly concluded
that for the growth and development of small firms,
the government needs to create an appropriate and
sustainable macroeconomic environment.
In support of this viewpoint, other authors, such
as Deakins (1999) and interest groups for small
firms (for example, The Forum of Private Business,
1999), confirmed that small firms require a
macroeconomic environment with low inflation, low
interest rates, sustained economic growth and a
high level of aggregate demand.
According to Agyapong (2010), small and mediumsized enterprises contribute to human capital
through workplace training. Moreover, the author
asserts that SMEs also contribute to increasing
government tax revenues.
Conceptually, all researchers in their studies have
highlighted the fact that SMEs are the main driver
of economic growth and employment generation in
developed and emerging economies. Furthermore,
SMEs have a significant contribution to export
generation, technology development, new skills
development, and innovation promotion. Certainly,
it should be emphasized that these contributions
differ between countries and regions.

3. SMEs AND SUSTAINABLE
ECONOMIC DEVELOPMENT IN
ALBANIA
In Albania, based on Law No. 10042, date
22.12.2008, on some amendments and additions
to Law No. 8957, date 17.10.2002 “For small and
medium enterprises”, SMEs are considered as
“enterprises employing less than 250 employees
and carrying out a business turnover and / or a
total annual balance not exceeding 250 million ALL
(Albanian Lek).”
As an important phenomenon of developing
countries, SMEs in Albania have also positively
impacted the main macroeconomic indicators of
the country.

Integation
I (1)
I (1)

sector by
the government
is highly stimulated
by
LSMEt
ADF
I (0)
the SMEs impact on GDP growth, SMEs impact on
(0) level of
rising per capita income,PP
and loweringI the
unemployment.
LCPIt
ADF
I (1)
According to the recent INSTAT data, it is observed
PP
I (1)
that 99.9 % of the active enterprises are SMEs,
as reflected in Graph 1. Micro-enterprises have
LHEt
ADF
I (1)
the largest contribution with 94.9 %, while the
contribution of large enterprises
is only
0.1 %.
PP
I (1)
These figures
significanceI of
LLEt point to the
ADF
(1)this
sector in Albania’s economic activity, therefore this
PP weight inIpro-growth
(1)
sector received a significant
and SMEs development policy making. The basis
for calculating these indicators is the Structural
Business Survey (SBS). 3

Graph 1: Structure of SMEs by size class of enterprises,
2016
Small
4.1%
Medium
0.9%

Micro
94.9%

Source: Structural Business Survey (SBS) 2016, INSTAT

Positive progress in the Albanian business sector
has led to an increase in employment and income
per capita. According to INSTAT, referring to
employee data, 81 % are in the SME sector (Graph
2), while enterprises with +250 employees (large
enterprises) employ 19 % of the total employees
and account for 33.1 % of the value added.
Increasing employment and, consequently,
increasing incomes, supported by credit expansion
in the economy, have led to the stimulation
of capital investments and the expansion of
production in our country.

The appropriate attention that is given to this
3 Structural Business Survey (SBS) aims to show the structure of the business sector with regard to economic data.
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Graph 4: Structure of SMEs by economic activity, 2016

Graph 2: Structure of employment by size class of
enterprises, 2016
Small
18.7%

Small
18.7%

Micro
41.3%

Medium
21%

Micro
41.3%
Large
19%

Other services
20.0%

Medium
21%

Transport, information
& communication
7.2%

Large
19%

Source: Structural Business Survey (SBS) 2016, INSTAT

Gross value added is also an important indicator
for the SMEs sector analysis. SMEs in Albania
generate over two-thirds of value added, compared
to the EU’s average value added of 56.8 %. 4
Graph 3: Structure of value added by size class of
enterprises, 2016
Small
21.9%

Small
21.9%

Medium
21.3%

Micro
23.7%

Micro
23.7%

Large
33.1%

Source: Structural Business Survey (SBS) 2016, INSTAT

Graph 3 shows the structure of value added by size
class of enterprises in Albania. INSTAT reports
that 66.9 % of value added is realized by SMEs and
33.1% by large enterprises.

Accomodation &
Food services
18.5%

Mining and quarrying
Manufacturing
0.5%
8.6%
Electricity, gas, water
supply & waste manag.
0.6%
Construction
3.1%

Trade
41.5%

Source: Structural Business Survey (SBS) 2016, INSTAT

The structure of SMEs by economic activity shows
that the trade sector has the largest contribution,
with 41.5 %, followed by the other services sector,
by 20 %. The mining and quarrying sector has the
lowest percentage, with 0.5 %, followed by the
electricity, water and waste management sector
by 0.6 %. Thus, there is a disproportion between
manufacturing sectors that account for only 12.7
% of the total, services accounting for 45.8 % and
Medium
trade sector that have a significant contribution
21.3%
of 41.5 %. The trade sector also prevails with the
share of employment and value added, respectively
by 23 % and 19.7 %.

4. THE INTEGRATION OF
Large ALBANIAN SMEs INTO GLOBAL
33.1%
VALUE CHAIN
The value chain concept was first analysed by
Porter in 1985, where the model he offered is
widely used even nowadays. The Global Value Chain
(GVC) covers a full range of production activities
that are interrelated to each other. These activities
are carried out by firms located in different
geographic locations to produce a product or
service from the conception stage to the production
stage and then to distribution to final customers
(Unctad, 2006). 5
According to Karbownik et al. (2012), the value
chain is used to deliver high-quality products
and useful services to society. The acceleration

4 European Commission (2017) SBA Fact Sheet, https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/
albania_sba_fs_2017.pdf
5 UN (2010), “Integrating Developing Countries’ SMEs into Global Value Chains”. 	
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of globalization, helped by the rapid development
of information and communication technologies,
the improvement of transport facilities and the
reduction of tariffs, presents opportunities and
challenges for small and medium enterprises.
Participation in GVCs can give SMEs the opportunity
to achieve financial stability, productivity growth
and the expansion of their markets. On the other
hand, involvement in the value chain requires
greater managerial and financial resources as well
as the ability to meet international standards. To
meet these challenges, support by governmental
policies (OECD, 2017) is mostly needed in developed
countries.
In Albania it is concluded that the integration of
Albanian SMEs in the value chain is very limited.
Therefore, government reforms are geared towards
developing and improving the competitiveness
of these businesses. Thus, they will be more
competitive in the market and will be part of
regional and global value chains.
For instance, the agriculture sector, a high potential
sector, continues to face a number of challenges,
including small farm size and land fragmentation,
poor infrastructure, and limited access to credit
and grants. The integration of the agri-food value
chain and market share is still limited, while it is
a potential for considerable revenue. The main
challenge of the sector is low competition. 6
Furthermore, the lack of innovation and absorption
of technology from SMEs is an obstacle to
their growth, as it is also influenced by other
factors, including policy coordination and limited
financial resources in support of innovation. The
development of a sustainable innovative system
can directly affect private sector development,
increased participation in the high value chain,
improved export conditions and boosting economic
growth. Albania is partially integrated into the
regional value chain, benefiting only partially from
the opportunities of the CEFTA agreement.

5. EMPIRICAL SPECIFICATION
An empirical model, concerning the role of SMEs,
is important to extract more concrete conclusions
about their impact on the economy. Based on
theory, a model is generated including variables,
whose relationship has been previously reviewed
by different researchers. The results obtained may
be in line with theoretical views, reinforcing these
views, but also they may be different from the
theoretical aspect. However, it is very important

to analyse the influencing factors that have led to
these results.
In this article, the empirical model consists of time
series for a 15 year period, from 2002-2016.
A limitation is the short period from 15 years
included in the model. This comes as a result of
significant political and economic problems in
Albania after the 1990s. The instability of economic
development caused a boom in private businesses
in 1994 and a drastic decline in 1997 (according to
INSTAT). Large differences would bring problems
to the model, so in the analysis is taken a period of
sustainable development of this sector.
In the model, per capita income is a function of
small and medium-sized enterprises, inflation,
health expenditure and large enterprises. This
limited number of variables included in the model
is bounded on the one hand by the lack of data on
some indicators that affect per capita income. An
example is the effect of income distribution on per
capita income, where as a measure for it is the
GINI coefficient which is not calculated with annual
frequency for Albania. On the other hand, other
indicators such as government spending or foreign
direct investment (FDI) are statistically insignificant
for the model, although theoretically and practically
are indicators that positively affect GDP per capita.
For this reason they are not included in the model.
The general form of the model used is:
LGDPct = β0 + β1LSMEt + β2LCPIt + β3LHEt +
β4LLEt + εt
where:
LGDPct = Log of GDP per capita, as a measure of
per capita income;
LSMEt = Log of Small and Medium-sized
enterprises (1-249 employees) as a percentage of
GDP;
LCPIt = Log of Consumer Price Index as a
measure of inflation;
LHEt = Log of Health Expenditure as a
percentage of GDP;
LLEt
= Log of Large Enterprises (+ 250
employees) as a percentage of GDP;
εt
= Error term.
Transforming data into natural logarithm has
removed tendency from the time series.
In order to evaluate the empirical model, first it
must be tested for time series stationarity. If a
series is not stationary and suspected to have a
tendency, initially it becomes de-tendency and
check for stationarity. Then, if the resulting error

6 Official Gazette of the Republic of Albania (2014), “Business and Investment Development Strategy for the period 2014 2020”, no. 157.
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becomes stationary after the process, the time
series is a trend stationary time series.
Otherwise, if after taking differences of the time
series it becomes stationary, then it is said to be
a differenced stationary time series. However,
differencing may be done once, twice etc.
sometimes to make it stationary depending on the
order of integration of the time series.
Initially were implemented Augmented DickeyFuller (ADF) test, and then the Phillips-Perron
test; to compare both methods. The Philips-Perron
(PP) modified rate is the same as ADF (Phillips and
Perron, 1988). The basic and alternative hypotheses
for this test are: Ho: p = 1 the series is nonstationary and Ha: p <1 the series is stationary.
The variables stationary testing results are
summarized in the table below (table 1). The
results show that some of the series of variables
are stationary I (0), while some of the series are
integrated of the first order I (1).

Table 1: Unit Root Test (Stationary)
Variables Methodology
LGDPct
ADF

LSMEt

LCPIt

LHEt

LLEt

Integation
I (1)

PP

I (1)

ADF

I (0)

PP

I (0)

ADF

I (1)

PP

I (1)

ADF

I (1)

PP

I (1)

ADF

I (1)

PP

I (1)

Source: The results of the respective time series tests, Author’s
calculations

Small

Micro
94.9%

4.1% this model is
The methodology used to evaluate
OLS. For the use of this method someMedium
assumptions
must be fulfilled so that OLS be a good0.9%
appraiser.
This empirical model is based on secondary data
obtained from sources such as INSTATLarge
and the
0.1%
Ministry of Finance and Economy.

6. EMPIRICAL RESULTS
From the processing of data by OLS method, the
general equation takes the form:
LGDPct = 1.1 LSMEt – 1.4 LCPIt – 1.5 LHEt + 1.9
LLEt
The model has an explanation R2= 96 %.
As seen from estimates, an increase of 1 % of SMEs
as a percentage of GDP will cause an increase
in per capita income by 1.1 %. This coefficient is
statistically significant.
In line with theory, the impact of these enterprises
is very important for economic growth and
development. In Albania, this sector has been
growing steadily and it is in the main objectives of
the Albanian Government to further promote this
sector. SMEs have contributed to increasing the
number of employees, increasing per capita income
and reducing poverty.
Regarding inflation, an increase of 1 % in inflation
will cause a decrease in per capita income by 1.4 %.
Also, this coefficient is statistically significant.
In economic theory, the growth of inflation reduces
Small
the purchasing power
of population segments with
18.7%
low income due to the
vulnerability of this target to
Medium
inflationary pressures in the economy (Kalim 21%
and
Shahbaz, 2009). Inflation affects per capita income
through its impact on real wages in the economy.
Real wages grow slower than inflation growth in
high inflation periods in the economy (Cardoso,
1992). AgenorMicro
(1998) and Chaudhry et al. (2010),
also reinforce41.3%
the same approach, for a positive
Large
relationship between inflation and per capita 19%
income.
Analysis of the impact of health spending on per
capita income concluded that an increase of 1 % in
health spending as a percentage of GDP will cause
a decrease in per capita income by 1.5 %. This
coefficient is not statistically significant.
The most qualitative health services in the economy
help to improve human capital, which on the other
hand increases labour productivity. Providing better
health services offers economicSmall
security and helps
21.9%
individuals in society to improve their economic
conditions. The expectation for this variable is for
a positive relationship between health spending as
a percentage of GDP and per capita income. But in
case of Albania this is not reflected. This implies
Micro
that increased health spending
is not reflected as
23.7%
a cause for increased productivity
at work and as a
consequence of the increase in per capita income.
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Medium
21.3%

Large
33.1%

SMES ROLE IN ACHIEVING SUSTAINABLE ECONOMIC DEVELOPMENT

However, this variable is not statistically significant
and can be removed from the model.
The last variable reviewed is the contribution of
large enterprises to GDP. An increase of 1 % in
large enterprises as a percentage of GDP will cause
an increase in per capita income by 1.9 %.
This coefficient is statistically significant.
Certainly, the private sector, as a whole, gives
a great impact on economic development and
increases the well-being of individuals in society by
increasing per capita income.

7. CONCLUSIONS
To conclude, the results reinforce the importance
of the SMEs role in sustainable economic
development. The sector of small and mediumsized enterprises, in both developed or developing
countries, has had a very positive impact, mainly
on increasing employment, flexibility in meeting
customer requirements, encouraging new
technology and innovation.
In Albania, more and more SMEs are becoming
increasingly significant, focusing on government
policies to alleviate the barriers faced by these
enterprises. Although the performance of this
sector has always been increasing and there have
been substantial improvements, further challenges
remain to be solved for Albanian SMEs.

42

Furthermore, the empirical model showed a
positive relationship between small and mediumsized enterprises and per capita income. Increasing
employment, contributing to a more equitable
income distribution, the great impact on regional
economic development, the ability to develop the
skills of employees and entrepreneurs, and the
development of new technologies and innovation
makes SMEs a promoter to a healthy business
climate, and a key factor for a sustainable
economic development.
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APPENDIX
Augmented Dickey-Fuller Test
Based on statistic t, (for level 5%, in absolute
value):
If t observed < t critical Ho accepted.
The series is non-stationary.
If t observed > t critical Ho is not accepted.
The series is stationary.
In the same way we test through the PhillipsPerron Test.
Annex 1: Augmented Dickey-Fuller Test of LGDPc, I (0)

Annex 2: Augmented Dickey-Fuller Test of LGDPc, first difference I (1)

Annex 3: Phillips-Perron Test of LGDPc, I (0)
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Annex 4: Testi Phillips-Perron of LGDPc, first difference I (1)

Annex 5: Augmented Dickey-Fuller Test of LSME, I (0)

Annex 6: Phillips-Perron Test of LSME, I (0)
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Annex 7: Augmented Dickey-Fuller Test of LCPI, I (0)

Annex 8: Augmented Dickey-Fuller Test of LCPI, first difference I (1)

Annex 9: Phillips-Perron Test of LCPI, I (0)

45

SMES ROLE IN ACHIEVING SUSTAINABLE ECONOMIC DEVELOPMENT

Annex 10: Phillips-Perron Test of LCPI, first difference I (1)

Annex 11: Augmented Dickey-Fuller Test of LHE, I (0)

Annex 12: Augmented Dickey-Fuller Test of LHE, first difference I (1)
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Annex 13: Phillips-Perron Test of LHE, I (0)

Annex 14: Phillips-Perron Test of LHE, first difference I (1)

Annex 15: Augmented Dickey-Fuller Test of LLE, I (0)
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Annex 16: Augmented Dickey-Fuller Test of LLE, first difference I (1)

Annex 17: Phillips-Perron Test of LLE, I (0)

Annex 18: Phillips-Perron Test of LLE, first difference I (1)
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Annex 19: The Breusch–Godfrey Test

Annex 20: White Test

Annex 21: Skewness-Kurtosis Test
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Annex 22: Residual distribution

. histogram res
(bin=4, start=-.38687658, width=.22710834)

Annex 23: Complete assessment of equation (method of least squares OLS)
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Abstract
This study aims at sensitizing current and
future leaders dealing with the design and
implementation of Albania’s economic and
environmental policies on the methods and
studies to be applied to scientifically orient the
processes that lead to long-term sustainable
development of Albania in the next decades
of the century. In this regard, some of the
key factors that enable the harmonization of
economic activities with the preservation of
natural resources have been identified. This
study has shown that for more than half a century
Albania’s development was not sustainable.
Therefore, it is essential that an integral part
of the sustainable development strategy should
be the use of natural resources in accordance
with the speed of their regeneration, as one of
the main guarantees for long-term sustainable
development and a higher prosperity for the
residents of Albania. It might be of interest
the establishment of a multidisciplinary team,
working part-time at INSTAT, that would
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support this institution through improving the
methodologies for collecting statistical data
and leading studies on long-term sustainable
development on scientific bases, which would
help the Albanian economic and environmental
policy makers to determine the most optimal
paths of future developments of Albania in the
course of the 21st century.

KEYWORDS:
Nature-economy interaction; Ecological
criteria; Carrying capacity; Speed
of consumption and regeneration of
natural resources
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1. INTRODUCTION
The concept “sustainable development” aims
at harmonizing economic development with
the preservation of natural resources which
are crucial for the existence and development
of human society. This harmonization should
make the natural resources available for use
by present generations and at the same time
preserving them for the well-being of future
generations. These ideas are also reflected in
a UN report titled “Brundtland Report” which
provides the definition of sustainable development
as follows: “Sustainable development is the
kind of development that meets the needs of the
present without compromising the ability of future
generations to meet their own needs” [1].
Economic growth is considered as the main
indicator of economic development and social
welfare, and is measured by gross domestic
product (GDP) per unit of time. Commitment to
achieving the economic objective of continued
GDP growth in different parts of the world has
caused excessive consumption of natural resources
without any criteria but the goal of getting
maximum profits. Natural resources are, in most
cases, considered public assets because they form
the basis of existence for all people.
Many countries in the world, especially the most
developed ones, try to mitigate these conflicts
by carrying out numerous studies aiming to
scientifically determine the conditions that enable
economic growth and the conservation of natural
resources at the same time.
This paper attempts to identify some of the most
interesting ideas that have been introduced in
previous studies, which may offer some solutions
with positive effects, by orienting Albania`s
economy towards sustainable development in
accordance with the definition of Brundtland report.

2. ECONOMIC APPROACHES
FOR EVALUATION OF
DEVELOPMENT
Traditionally, sustainable development is treated
as a task of economists. If we read the studies
related to sustainable development, it would
be noted that the solutions were sought mainly
through econometric approaches at the macro and
micro economic level. On the macroeconomic level
the calculation of GDP, fixed capital depreciation,
savings (investments), consumption, inflation,
employment rates, wage levels, etc., dominate
the vast majority of studies [2,3,4,5,6]. Although
very important for the assessment of economic
performance of a country, an economic sector, or a
particular production unit, the economic indicators
could not solve the problems of natural resource
degradation due to their use from economic
activities. When the economists discuss the ways
for achieving sustainable development goals, they
seek solving the problems mainly via the steady
growth of GDP as the only way to improve the
country’s well-being and long-term development.
Based on empirical data at the international
level, macroeconomics theory reveals that faster
growth of the welfare per person is achieved
when the savings rate (or investments for capital
stock depreciation) is 18-20 % of gross domestic
product [7]. Increasing the annual savings rate over
18-20 % of GDP, increases the capital stock per
employee but does not have significant impact on
the increase of welfare per person. For this reason,
this theory recommends achieving the steady state
of capital stock by equating the annual savings rate
with capital depreciation rate, and consuming all of
the rest of GDP. This situation is summarized in the
golden rule of level of capital stock (Figure 1).

Figure 1: Left - Moving towards a steady state of capital; right: applying the golden rule level of capital stock when
capital investment and capital depreciation are equated while consumption reaches the maximum value

Source: N. Gregory Mankiw. Macroeconomics, 2012
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This recommendation of the macroeconomic
theory is also confirmed in the case of Albania
(Figure 2). From 1997 to 2007, the annual savings
rate (investments in the capital stock) fluctuated
between 34 % and 29 % [8]. Whereas during the
period 2008-2016 the annual percentage rate of
fixed capital formation has fluctuated within the
range of 18.8 % (2008) and 22 %.
This reduction of investment in fixed capital stock
has affected both the workforce and TFP (which
represents technological improvements and the
effectiveness of the use of investments) to be the
two most important factors for GDP growth for the
period 2008-2016 in Albania.
It should be noted that the free-market economy
has no tendency to move spontaneously to the state
defined as the golden rule of the capital stock.
This move can only be achieved through economic
interventions by economic policy makers. TFP
measures the portion of GDP growth that is not
derived from capital and labour but from other
factors, such as improvements in the production
technologies that lead to improved use of raw
materials and energy during the production
process, as well as changes in economic policies
and institutions dealing with these policies [9].
The declining of TFP trends for the periods 20092013 and 2015-2016 show that despite the GDP
growth throughout the 2009-2016 period, economic
efficiency has been reduced during this period
due to the above-mentioned factors which are
summarized in the TFP indicator.

Although from macroeconomic studies and
statistical data, such as those mentioned above,
some important conclusions on the state of
the economy could be drawn, it is impossible
to understand how the GDP and the factors of
production have influenced the natural resources.
This is because economic studies are based
primarily on the calculation of indicators measured
with monetary units, with the exception of data
related to the performance of demographic
changes, employment, inventory of materials, etc.,
which are measured by physical units.
The same is observed in studies based on
microeconomic statistical data, which relate to the
performance of particular production sectors or
to specific enterprises within a sector. Although
people may perceive more specifically what is going
on at the microeconomic level, such as the number
of enterprises, the number of employees, inventory
of materials, etc., even at these levels is difficult
to understand exactly what happens to natural
resources that create the raw materials needed for
production.
The aforementioned examples illustrate the lack of
serious studies for addressing the problems that
determine long-term sustainable development. The
basis for solving these problems is the study of the
interaction between the economic activities and the
natural processes that create the raw materials.
These types of studies are named multidisciplinary
(or cross-disciplinary) because they aim at
combining the achievements of different areas of
knowledge to solve complex long-term sustainable
development problems.
Figure 2: Impact of production factors on GDP of Albania
for the years 1997-2016 according to the expenditure
method (with previous year prices)
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In this regard, efforts have been made to integrate
macroeconomic indicators with natural resources.
One of these efforts resulted in the preparation
of an economic model in which the economic
performance and the effectiveness of natural
resource utilization are integrated together, which
is expressed with the following inequality:

where,

Productivity of active workforce,

Annual economic growth,
Effectiveness of the use of natural resources
during the production process,
Total natural resources used in the production
process,
Gross domestic product (GDP) of a country,
Active labour force.
The above formula is part of an economic model
that includes all the important elements that
simultaneously affect economic growth and natural
resource consumption. Numerical simulations
that have been made through this economic model
resulted in the harmonization of economic growth
with the reduction of consumption of natural
resources (increasing the efficiency of natural
resource use). But this model, like other similar
ones, though may reduce the consumption of
natural resources simultaneously with GDP growth,
does not take into account the fact that economic
activities cannot be realized without consuming
an indispensable amount of raw materials and
various types of energy, without which it would be
impossible to realize the production. This model
is designed for mid-term economic activities [10]
because it cannot solve the problems of longterm economic development due to the disregard
of biophysical limits of nature: natural resources
are not infinite because they require short or long
periods of time to be regenerated without human
intervention. The speed of regeneration makes
natural resources limited to economic consumption
[11].

3. ASSESSMENT OF
SUSTAINABLE DEVELOPMENT
FROM ECOLOGICAL
APPROACHES
3.1 ASSESSMENT THROUGH THE
APPROACH NAMED “ECOLOGICAL
FOOTPRINT”
Different calculations are used to understand
the intensity of the consumption of natural
resources during economic activities. One of
these approaches is called “ecological footprint”.
To enable the measurement and comparison
of the speed of consumption with the speed of
regeneration of natural resources, this approach
converts all types of natural resources into a
common unit named global hectare/year (gha/
year). Details on the ways of calculating ecological
footprint, bio-capacity, ecological deficit etc., can
be found in many studies [12,13,14]. Letting aside
the details of this methodology, it should be noted
that calculation of the speed of degradation due to
consumption of natural resources is done through
an indicator called “ecological deficit” which is
calculated as follows:
Ecological Deficit = Ecological Reserves Consumption of Ecological Reserves
Figures 3 and 4 show ecological deficits globally
and in Western Europe [15].
Figure 3: Ecological Deficit at world level created by
excessive consumption of natural resources over 54
Years (1961 - 2014)

Source: Global Footprint Network
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Figure 4: Ecological Deficit in Western Europe created
by excessive consumption of natural resources over 54
years (1961 - 2014)

Source: Global Footprint Network.

3.2 EVALUATION THROUGH THE
COMBINATION OF ECOLOGICAL
FOOTPRINT WITH HUMAN
DEVELOPMENT INDEX
The United Nations uses the human development
index to measure the average level of welfare of a
country in a number of areas, such as the standard
of living, health, education, etc. [16].
Figure 5: Relationship between the consumption of
natural resources (gha/year) and the level of people`s
well-being

the highest index of human development. For
example: Norway, Canada, Australia and the United
States have the human development indexes above
0.95, but the natural resource consumption of these
countries is 3-4 times higher than the regenerative
capacity of natural processes in their countries.
From the viewpoint of the approach called
“ecological footprint”, although the aforementioned
countries have a high level of well-being, their
development is not sustainable for long periods of
time.
Cuba, which has a relatively high human
development index (≈0.85), consumes a smaller
amount of natural resources compared to the
aforementioned countries, which is approximately
equal to the regenerative capacity of natural
processes within the country. For this reason, Cuba
meets the minimum condition that qualifies it as a
country with a reasonable level of well-being and
at the same time does not exceed the regenerative
capacity of natural resources, thus being qualified
as a country with capacity for long term sustainable
development.
For Albania, the human development index in 2017
was 0.785 [17].
Natural resource regeneration capacity at the
global level has declined over the years: 3.13 in
1961, 1.79 in 2005 and 1.68 in 2014.

Source: UN Human Development Report 2007/2008.

In order to qualify the world’s different levels of
welfare, the United Nations has set the index
of 0.8 as the minimum threshold for a human
development index to be considered high for any
country in the world. In figure 5 it is noted that
countries with the highest economic growth have
56

At the same time natural resource consumption
has increased: 2.29 in 1961, 2.76 in 2005 and 2.84
in 2014 (Figures 3, 5). This fact reveals that natural
resources at global scale and in specific countries
are being consumed faster and faster over the
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years. Two main reasons for this negative tendency
are:
1. Population increase directly causes a higher rate
of natural resources consumption in comparison
with the rate with which nature regenerates them,
2. Increase of well-being by better meeting
the needs of people, especially in the poor and
developing countries.

Which could be the maximum number of residents
who might live in Albania without creating an
ecological deficit of natural resources, based on the
2014 data (Figure 6, 7)?
The answer can be given by solving a simple
equation:

3.3 EVALUATION THROUGH
“ECOLOGICAL FOOTPRINT” AND
“NUTRITION DIET STRUCTURE” IN
ALBANIA
Ecological Deficit in Albania (Figure 6) relates to
population change (Figure 7) [8,18]. Ecological
deficits increase when population increases. When
the population decreases while the consumption of
natural resources per person does not change, the
ecological deficit decreases (Appendix 1).

According to this approach the number of
inhabitants would be approximately 1,420,444,
provided that the development would be based
only on Albania’s natural resources without any
imported products. Nevertheless, this approach
has its own limitations [19].
Figure 6: Ecological deficit in Albania created
by the excessive consumption of natural
resources over 54 years (1961 - 2014)

Source: Global Footprint Network

Figure 7: Albania’s population for the period
1960-2015

Source: World Population by Country 1960-1990, INSTAT 1991-2015
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The figure calculated above is close to the results
of Table 1 when ratio of plant foods/animal foods
ratio in the humans` diet is between 80/20 and
75/25 percent. Table 1 assesses the ecological
capacity and ecological deficit of Albania based on
the population`s food structure change. If it were
assumed that the entire population of Albania
would be vegetarian, that means it would only
consume plant products, the maximum number
of people who could be fed normally during a year
of domestic products would be over 5 million. If
the population would include in their diet animal
products at levels of 5, 10, 15, 20, 25, 30 percent
or more, the maximum number of people that
could be fed would be reduced rapidly because
natural resources of Albania would not be enough
to cope with change of nutrition diet. When plant
products are consumed by animals, about 90 % of
plant energy is consumed for animal life activities
and about 10 % of it is converted into animal
products: meat, milk, eggs, etc. [20]. This low rate
of conversion of plant energy into energy of animal
products is a law of nature [21] and is the main
reason why Albania is importing so many food
products from other countries of the world, which
is to better meet the needs of country’s population
for food.

If the population of a country wants to increase its
well-being, it is forced to consume more natural
resources of the country until such resources are
insufficient. In this case, this country is obliged
to import food products that are created through
the consumption of natural resources of other
countries, which, by increasing the export of their
domestic products earn more monetary value, and
at the same time impoverish the natural resources
of their country due to excessive consumption.
As a result of overconsumption, both groups of
countries, exporting and importing ones, create
ecological deficits in their natural resources and
their long-term development is unsustainable.
From the division of the two figures in Table 2:
(5.38 x1012) / (5.59x1011) that represent the ratio
between Albania’s Emergy/GDP of Albania by World
Emergy/World Economic Production for 2007, the
result is 9.6. This means that in the international
trade, for every dollar earned by exports, Albania
lost 9.6 times more natural resources than the
world average. So, in 2007 apart from the negative
balance of money, Albania lost much more natural
resources than many other countries of the world.

Table 1: Estimation of ecological capacity based on nutrition diet structure

Plant
food/Animal
food Ratio

Average daily rate
(MegaJoule/day/capita) [ 22 ]
Plant foods

100% / 0%
95% / 5%
90% / 10 %
85% / 15%
80% / 20%
75% / 25%
70% / 30%

17.16
16.302
15.444
14.586
13.728
12.87
12.012

Total

The amount of
energy available
food energy
to people from
(MegaJoule
plant products of
Plant foods before /year/capita) 600,000 hectares
transformation 				
(MegaJoule/year) 1
0.00
6263.4
31,335,771,531
into animal foods
10.38
9739.587
31,335,771,531
20.76
13215.774
31,335,771,531
31.15
16691.961
31,335,771,531
41.53
20168.148
31,335,771,531
51.91
23644.335
31,335,771,531
62.29
27120.522
31,335,771,531

Total
people
that can
be fed

5,002,997
3,217,361
2,371,089
1,877,297
1,553,726
1,325,297
1,155,427

Source: Author’s calculations

Nr.

Materials, Energy and Measurement Units

Data Units
(solar-emjoule, gram, USD/year
joules/year)
29 total
Total
Imports,
USD
4.17E+09 MegaJoule/year), is based on
1 The
energy
in plant
products which resulted from calculations (31,335,771,531
INSTAT data
for agriculture in 2015. Total agricultural land is approximately 600,000 hectares.
Exports
30 Exports of minerals, fuels, etc.
1.66E+08
58
31 Total Exports, USD
1.08E+09
32 TRADE BALANCES
-3.09E+09
33 Financial income from emigrants, USD
1.30E+09

95% / 5%
16.302
10.38
9739.587
31,335,771,531
3,217,361
90% / 10 %
15.444
20.76
13215.774
31,335,771,531
2,371,089
85% / 15%
14.586
31.15
16691.961
31,335,771,531
1,877,297
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80% / 20%
13.728
41.53
20168.148
31,335,771,531
1,553,726
75% / 25%
12.87
51.91
23644.335
31,335,771,531
1,325,297
70% / 30%
12.012
62.29
27120.522
31,335,771,531
1,155,427

Table 2: Summary of consumption of energy, materials and monetary income in Albania for 2007 (unified with Emergy
units), see Appendix 2

Nr.
29
30
31
32
33
34
35
36
37
38
39
40

Materials, Energy and Measurement Units

Data Units
joule, gram, USD/year
4.17E+09

Total Imports, USD
Exports
Exports of minerals, fuels, etc.
1.66E+08
Total Exports, USD
1.08E+09
TRADE BALANCES
-3.09E+09
Financial income from emigrants, USD
1.30E+09
Total Services, USD
5.72E+09
Total energy expressed in EMERGY units consumed in Albania, sej/vit (U)
GDP (preliminary) for 2007, USD (average exchange rate for 2007: 1 USD =
90.225
Albania's Emergy/GDP Ratio, sej/USD
World production expressed in Emergy units, sej/vit
Gross World Product for 2007, USD
World Emergy/ Gross World Product, sej/USD

(solar-emjoules/year)

5.87E+22
1.09E+10
5.38E+12
3.63E+25
6.49E+13
5.59E+11

Source: Harizaj, 2010

Albania in 2007

N (4.38) >> R (0.83) >> F (0.69)

Condition for
The
limits imposed by nature to humans have
long-term
recently
been acknowledged by William Nordhaus
sustainable
and
Paul
Romer, the Nobel laureates
economics
R >> Fin>>
N
development:
for 2018. In their studies, they state that the
sustainability
economy has to do with resource management.
inequity
Nature dictates many limitations on economic
growth and our knowledge determines how we
should treat these limitations [23].

The idea of limited natural resources has been
addressed by the ecologists many years ago:
“…In every realistic scenario we found that these
limits force an end to physical growth during the
twenty first century.
Our analysis did not foresee abrupt limits - absent
one day, totally binding the next. In our scenarios
the expansion of population and physical capital
gradually forces humanity to divert more and more
capital to cope with the problems arising from a
combination of constraints. Eventually so much
capital is diverted to solving these problems that it
becomes impossible to sustain further growth in
industrial output. When industry declines, society
can no longer sustain greater and greater output
in the other economic sectors: food, services,
and other consumption. When those sectors quit
growing, population growth also ceases…” [24].

3.4 ASSESSMENT OF DEVELOPMENT
IN ALBANIA THROUGH THE “EMERGY”
APPROACH
The emergy method is designed by the American
ecologist H.T. Odum [25]. Based on this method it
was formulated “the inequity of sustainability” [26]
which is presented with the following formula:
R >> F >> N
R represents renewable natural resources; N
non-renewable natural resources; F economy`s
feedback, which includes investments made by
the economy with materials and energy during
production processes; symbol >> means “many
times greater than”.
This inequity should be interpreted as follows:
an enterprise, manufacturing sector or the
whole economy of a country may have a longterm sustainable development if “the amount of
renewable resources (R) is many times greater
than that of the economy`s feedback (F) which
should be many times greater than the amount
of non-renewable resources (N) used in the
production process.” These three components are
measured with energy units labelled solar-emjoules (sej).
This inequity is used to assess the development
of the Albanian economy in its entirety [27].Table
3 summarizes the calculations for all natural
resources of Albania and economic performance at
the macroeconomic level (Figure 8).
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Figure 8: Summary of the consumption of natural
Plant
Average daily rate
Total
resources for economic purposes in Albania for 20072
food/Animal
food Ratio

100% / 0%
95% / 5%
90% / 10 %
85% / 15%
80% / 20%
75% / 25%
70% / 30%
Nr.

(MegaJoule/day/capita) [ 22 ]
Plant foods

Plant foods before
transformation

17.16
16.302
15.444
14.586
13.728
12.87
12.012

0.00
into animal foods
10.38
20.76
31.15
41.53
51.91
62.29

Materials, Energy and Measurement Units

food energy
(MegaJoule
/year/capita)
6263.4
9739.587
13215.774
16691.961
20168.148
23644.335
27120.522

The amount of
energy available
to people from
plant products of
600,000 hectares
(MegaJoule/year)
31,335,771,531
31,335,771,531
31,335,771,531
31,335,771,531
31,335,771,531
31,335,771,531
31,335,771,531

Data Units
joule, gram, USD/year
4.17E+09

Total
people
that can
be fed

5,002,997
3,217,361
2,371,089
1,877,297
1,553,726
1,325,297
1,155,427

(solar-emjoules/year)

29 Total Imports, USD
Source: Harizaj, 2010
Exports
30 Exports of minerals, fuels, etc.
1.66E+08
By
the dataUSD
in Table 2 in three sets of
The inequity of sustainability serves for a general
31placing
Total Exports,
1.08E+09
natural
resources:
renewable, non-renewable and
and approximate assessment on the level of
32 TRADE
BALANCES
-3.09E+09
economic
feedback,
them
sustainability of a country’s economic development.
33 Financial
income and
fromranking
emigrants,
USDaccording to
1.30E+09
their
they can
be compared with the inequity
This is because the symbol of inequity >> does not
34 value,
Total Services,
USD
5.72E+09
Total energythat
expressed
EMERGY units
consumed
sej/vit
(U) how many
5.87E+22
of35sustainability
is theinminimum
condition
to in Albania,
give
exactly
times larger the R should be
GDP (preliminary)
for 2007,
USD (average
exchange rate for 2007:
1 USD =to F and F1.09E+10
be36fulfilled
for achieving
sustainable
development
compared
compared to N.
(Table90.225
3).
37
Albania's Emergy/GDP Ratio, sej/USD
5.38E+12 to use the following
		
For this reason it is necessary
38 World production expressed in Emergy units, sej/vit
formula showing the3.63E+25
maximum limit allowed
Table
Comparison
of Albanian
economy
data in 2007
39 3:
Gross
World Product
for 2007,
USD
6.49E+13
			
for
the
consumption
of
natural resources by
with
minimum
condition
for sustainable
economic
40 the
World
Emergy/
Gross World
Product, sej/USD
5.59E+11

development

				
			
Albania in 2007
N (4.38) >> R (0.83) >> F (0.69)3
Condition for
long-term
sustainable
development:
sustainability
inequity

economic activities. The minimum condition for the
preservation of natural resources can be expressed
with the inequity:

R >> F >> N 4

By comparing the figures in the first line of Table
3 with the inequity of sustainability in the second
line, it can be said that Albania’s trend of economic
development for 2007 was not sustainable
because this development was based more on
the consumption of non-renewable resources
and very little on the consumption of renewable
ones. Albania may have long-term sustainable
development if the condition required by
sustainability inequity (R >> F >> N) would be met
for many years.

It should be reminded that when a natural resource
is excessively consumed by economic activities in
the past, and at the same time the consumption
of this natural resource must continue to avoid
hindering of economic development in a sector or
the whole economy across the country, the mark ≤
should be replaced with the mark <, which means
that the speed of consumption of the natural
resource should be slower compared to the speed
of its regeneration. Even in this case, it is necessary
to determine numerically how much slower the
consumption should be in order to allow for the
regeneration of the natural resource within a
certain time interval.

2 U = 5.87 represents the total economic activity expressed in the EMERGY unit of energy.
3 Harizaj, P. Emergy Synthesis of Albania for 2007.
4 Harizaj, P. 2011. Can the Emergy Sustainability Index be improved? Ecological Modelling, Volume 222, Issue 12, 24 June
2011, Pages 2031-2033.
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3.5 ASSESSMENT OF DEVELOPMENT
IN ALBANIA THROUGH
HIERARCHICAL APPROACH
The hierarchical approach of evaluation (Figure
9) is based on the science of Systems Ecology
(Appendix 3). This approach was originally designed
for agricultural production systems [28]. However,
this method can be implemented creatively in the
industrial sector, services, etc.
Figure 9: The hierarchical approach for assessing
sustainable development

are included (Lowrance, 1986).
In order to carry out complex multidisciplinary
studies it is necessary that data collection starts
from the smallest unit where the interactions
between economy and natural resources are
realized. In the case of agriculture, this unit is a
land plot which can be considered as a “factory”
that produces a certain amount of plant production.
This production requires materials and energy
investments, consumes natural and financial
resources, and pollutes the environment in
different ways. All these economic and natural
phenomena that occur during production processes
should be reflected during data collection.
The same data collection model should also
be applied to all other sectors of the Albanian
economy: industrial sectors, services, etc.
After collecting complex data in the smaller
production units within the territory of Albania,
they should be grouped at higher levels of
organization which are named: ecological and the
macroeconomic level respectively.
To better understand the ideas presented in this
study, an example is presented for illustrating the
interactions between the economic activities and
the natural resources needed for the production of
biofuels, ranging from plant production per hectare
of land (raw material production) to the production
and final consumption of bioethanol (Table 4).

Source: Lowrance, 1986

At the first level (agronomic), natural elements,
soil, water, nutrients, solar radiation, etc., interact
with each other, and are combined with human
interventions: soil cultivation, planting, fertilizers,
etc.
At the second level (microeconomic), the
combination of technical management of all
farm activities are coordinated with financial
management by the farmer, which makes possible
not only the coverage of production costs but
also guarantees a satisfactory net income for the
farmer’s family.

The bold numbers in some of the boxes indicate:
columns 3 and 4 maximum economic profit;
columns 9 and 10 maximum efficiency of bioenergy
production; columns 11 to 15 the maximum
negative impact of the economy on some of the
natural resources [29].
Looking at the data in Table 4 below, the question
which should be the basis for decision-making is:
What is the choice to be made between maximum
profit and greater protection of natural resources?
From this response, which should be given by
each production unit, depends on how long term
economic development in Albania would be:
sustainable or unsustainable!

At the third level (ecological) the entire watershed,
which is the geographic area that collects all the
atmospheric precipitations in the same river,
should be considered as a whole.
At the fourth level (macroeconomic) all the
economic activities and natural resources of a state
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4. CONCLUSIONS

energy during production processes as a result
of improvements or worsening of technological
production processes, and changes in economic
policies and institutions that were dealing with
these policies.

1. For about half a century the speed of
consumption of natural resources by the economic
activities has been in disproportion with the
nature`s speed of regeneration. This study, among
other things, classifies Albania’s Development
unsustainable.

4. An integral part of the sustainable development
strategy should particularly be the use of natural
resources in accordance with the speed of their
regeneration.

2. Despite the continued GDP growth of Albania
for the period 1997-2016, this constitutes only one
component of economic development. Although
in the past there have been several studies and
applications aiming at harmonizing economic
development with the conservation of natural
resources, these efforts have not been able to
address long-term development issues.

For the long-term sustainable development it
might be of interest the establishment of a parttime multidisciplinary team at INSTAT which
would help this institution with the improvement
of methodologies for collecting statistical data,
and leading studies on long-term sustainable
development that would help economic and
environmental policy-makers of Albania, to
determine on a scientific basis the most optimal
paths of Albania’s future developments in the 21st
century.

3. During the period 1997-2016, the total
productivity factor (TFP) has experienced ups and
downs in relation to the use of raw materials and

Table 4: Impact of bioenergy production on economic performance and natural resources in the plain
area of middle Albania
Investment
level

Production of
maize grains
(kg/ ha)

Cost
(Lek/ kg
of
maize)

Gross
Income
(lek/kg of
maize)

Bioenergy
production
(Bioethanol)

MJ/ha

Energy
Production/
Consumption
Ratio on Farm

Energy
Production/
(Farm
Consumption +
Plant) Ratio

0

2
2,324

3
34

4
25

5
969

6
21,481

on the
farm
(MJ/ha)
7
565

1

3,951

9

25

1,647

36,517

2,699

14,827

13.5

2.08

2

5,190

8

25

2,164

47,973

5,398

19,478

8.9

1.93

3

6,003

12

25

2,503

55,491

8,096

22,531

6.9

1.81

4

6,468

22

25

2,697

59,787

10,795

24,275

5.5

1.7

5

6,662

52

25

2,778

61,577

13,494

25,002

4.6

1.6

6

6,584

129

25

2,746

60,861

16,193

24,711

3.8

1.49

Energy
Production/
Consumption
Ratio on Farm

Energy
Production/
(Farm
Consumption +
Plant) Ratio

9
38

10
2.31

Energy
Investment
Production/
level
Consumption
Ratio on Farm

litres/ha

Energy
consumption for
each investment
level
in the
factory
(MJ/ha)
8
8,722

9
38

10
2.31

Production
Energy
of
Cost
Reduction
Gross
of soil fertility
Bioenergy
(0-50 cm, soil
Release
Energy
of carbon
maize
Production/
grains (Lek/ kg
Income
volumetric weight
production
1.35)
consumption
dioxide intofor
the
ha)
atmosphere
investment
from
(kg/(Farm
of
(lek/kg of
(Bioethanol)
each
maize)
level
Consumption + maize)
bioethanol
Plant) Ratio
combustion
N
P2O5
litres/ha
K2O
Coefficient
MJ/ha of on the (kg CO
in2)the
(kg/ha) (kg/ha (kg/ha
land use by
farm
factory
root growth (MJ/ha)
(MJ/ha)
2 10
3 11
412
13 5
14
6
7
15 8
2,324
2.31
34 11.8
25
11.6
87.1
969
21,481
1
565 11,234
8,722

in the
actory
MJ/ha)
8
8,722

9
38 0

14,827

13.5 1

3,951
2.08

19,478

8.9 2

22,531

6.9 3

24,275

9 20.1

25
19.7

148
1,647

36,517
1.7

2,699 19,098
14,827

13.5

2.08

5,190
1.93

8 26.4

25
25.9

194.5
2,164

47,973
2.23

5,398 25,090
19,478

8.9

1.93

6,003
1.81

12 30.5

25
30

224.9
2,503

55,491
2.58

8,096 29,022
22,531

6.9

1.81

5.5 4

6,468
1.7

22 32.9

25
32.3

242.4
2,697

59,787
2.78

10,795 31,269
24,275

5.5

1.7

25,002

4.6 5

6,662
1.6

52 33.9

25
33.3

249.6
2,778

61,577
2.87

13,494 32,205
25,002

4.6

1.6

24,711

3.8 6

6,584
1.49

129 33.5

25
32.9

246.7
2,746

60,861
2.83

16,193 31,831
24,711

3.8

1.49

Source: Harizaj, P.; Hebibasi, J. 2017
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APPENDIX 1
The authors of the article “Tracking the ecological
overshoot of the human economy”, source no. 12,
at the beginning of their article emphasize that
ecological footprint approaches are based on six
assumptions:
1. It is possible to keep track of most of the
resources humanity consumes and the wastes
humanity generates.
2. Most of these resource and waste flows can be
measured in terms of the biologically productive
area necessary to maintain these flows (those
resource and waste flows that cannot be measured,
are excluded from the assessment).
3. By weighting each area in proportion to its
usable biomass productivity (that is its potential
production of biomass that is of economic interest
to people), the different areas can be expressed
in standardized hectares. These standardized
hectares, which we call “global hectares,”
represent hectares with biomass productivity equal
to the world average productivity of that year.
4. Because these areas stand for mutually exclusive
uses, and each global hectare represents the same
amount of usable biomass production for a given
year, they can be added up to a total representing
the aggregate human demand.
5. Nature’s supply of ecological services can also
be expressed in global hectares of biologically
productive space.
6. Area demand can exceed area supply.
For example, a forest harvested at twice its
regeneration rate appears in our accounts at twice
its area. This phenomenon is called “ecological
overshoot”.
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APPENDIX 2
Table 2: (Complete) Energy Consumption, Materials and Monetary Income in Albania for 2007 (unified
with EMERGY Units [27]

Note
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Emergy
Data Units J,
per Unit
Reference
g, $/yr
(sej/unit)
Sunlight, J
1.36E+20
1.00E+00
Odum 1996 [25]
Rain, chemical, J
1.79E+17
1.54E+04
Odum 1996 [25]
Rain, geopotential, J
2.51E+17
8.89E+03
Odum 1996 [25]
Wind, kinetic energy, J
4.31E+12
6.63E+02
Odum 1996 [25]
Waves, J
3.42E+16
2.59E+04
Odum 1996 [25]
Tide, J
8.58E+13
2.36E+04
Odum 1996 [25]
Earth cycle, J
4.31E+16
2.90E+04
Odum 1996 [25]
INDIGENOUS RENEWABLE ENERGY
Hydroelectricity, J
1.06E+16
8.02E+04
Odum 1996 [25]
Wood consumption
9.03E+15
4.40E+04
Odum 1996 [25]
(No), J
Crop production, J
2.24E+16
3.36E+05
Vivas, Brown [i]
Livestock production, J
2.24E+15
3.36E+06
Vivas, Brown
[30]
Fisheries production
3.68E+13
3.36E+06
Vivas, Brown
[30]
NON RENEWABLE RESOURSES FROM WITHIN THE SYSTEM (N₁)
Coal, lignite J
6.30E+14
4.00E+04
Odum 1996 [25]
Crude oil, J
2.37E+16
5.40E+04
Odum 1996 [25]
Natural gas J
6.72E+14
4.80E+04
Odum 1996 [25]
Electricity, thermo
2.61E+14
1.98E+05
Odum 1996 [25]
power plants, J
Metallic minerals, gr
6.67E+11
1.00E+09
Odum 1996 [25]
Limestone, gr
4.29E+12
1.00E+09
Odum 1996 [25]
Clay, gr
8.56E+11
2.00E+09
Odum 1996 [25]
Cement production
1.20E+12
1.00E+09
Odum 1996 [25]
(estimation), gr
Other construction
8.25E+10
1.00E+09
Odum 1996 [25]
materials. G
Earth loss (No), gr
1.66E+13
1.68E+09
Vivas, Brown
[30]
IMPORTS (I) **
Coal, lignite, J
1.26E+14
4.00E+04
Odum 1996 [25]
Crude oil, J
2.98E+16
5.40E+04
Odum 1996 [25]
Electricity, J
1.06E+16
1.98E+05
Odum 1996 [25]
Urea fertilizer, gr
3.21E+10
3.80E+09
Odum 1996 [25]
Ammonium Nitrate, gr
3.60E+10
3.80E+09
Odum 1996 [25]
Phosphate fertilizers, gr
4.13E+10
3.90E+09
Odum 1996 [25]
Total Imports, $
4.17E+09
EXPORTS
Exports of minerals,
1.66E+08
fuels, etc
Total Exports $
1.08E+09
TRADE BALANCE
-3.09E+09
Remittances
1.30E+09
immigrants, $ ***
Total services, $ ****
5.72E+09
Total emergy used in Albania, sej/yr (U)
*****
GDP estimation for 2007, $ (average exchange rate for 2007: 1 US$ =90.225
Albania Emergy / GDP
Ratio, sej/$
Global emergy
produced, sej/yr
2007 Gross World
Product (GWP), $
World Emergy / GWP
Ratio sej/$
Item & Units

Source: Harizaj, 2010
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(sej/yr) *
1.36E+20
4.64E+21
3.75E+21
4.80E+15
1.49E+21
3.40E+18
2.10E+21
1.43E+21
6.67E+20
7.53E+21
7.53E+21
1.24E+20
4.23E+19
1.28E+21
5.42E+19
8.66E+19
1.12E+21
7.21E+21
2.88E+21
2.02E+21
1.39E+20
2.79E+22
8.47E+18
2.71E+21
3.51E+21
2.05E+20
2.30E+20
2.36E+20

5.87E+22
1.09E+10
5.38E+12
3.63E+25
6.49E+13
5.59E+11
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Notes:
* - The correction factor 1.68 is applied to transform the
calculation that are used in the old world emergy baseline
before the publication of Folio # 1.
** - I (imports) are considered equal to feedback from outside
the system (see Figure 1).
*** - Remittances from immigrants are used to calculate the
Albania` GDP only.
**** - Total services are expressed in money terms only
according to Albania`s Institute of statistics.
***** - Total emergy use is calculated based on the formula:
U=R+No+N1+F. In this formula some emergy flows (such as N2,
B) are not included as these data recorded but in money terms
by the Albania`s Institute of Statistics.

APPENDIX 3
In the book “Environment, Power, and Society
for the Twenty-First Century: The Hierarchy of
Energy,” page 107, in the “Planetary Life Support or
Economic Development” section, Howard T. Odum
writes:
“... People often look to planetary heat engines as
power sources for civilization in the future, as if
these energies were unused resources. Actually,
the heat engines are already in full use, converting
heat to land forms and moving and purifying
atmosphere, rivers, glaciers, and land surfaces. To
tap these sources is to take power away from their
roles in supporting civilization indirectly. Society
depends on the environmental systems that run
on planetary power. The structures and stores of
environmental units are called natural capital (e.g.,
soils, forests, mountains, reefs). Natural capital,
represented by storage symbols in figure 10, is an
essential part of renewable power sources that
keep the biosphere liveable…” [31].

On page 9 of the same book Howard T. Odum
writes: “... During the industrial regimes with
systems running mostly on fuels, people manage
affairs with technology. Even agriculture is
dominated by machinery and industries supplying
equipment, poisons, genetic varieties, and hightech services. The industrial society has respiratory
consumption greater than photosynthetic
production. The products of respiration – carbon
dioxide, metabolic water, and mineralized
inorganic waste – are discharged at rates greater
than their incorporation into organic matter by
photosynthesis. If the industrialized urban system
were enclosed in a chamber with only the air above
it at the time, it would quickly exhaust its oxygen,
be stifled with waste, and destroy itself because it
does not have the balanced recycling pattern of the
agrarian system…”.

Figure 10: Energy Circulation in geo-bio-sphere. The direction of the energy movement is the same as
the direction of materials` movement

Source: Odum, H.T, 2007.

65

ECONOMIC AND ENVIRONMENTAL APPROACHES FOR ASSESSING THE SUSTAINABLE DEVELOPMENT AND WELFARE IN ALBANIA

BIBLIOGRAPHY
[1] Report of the World Commission on Environment and Development: Our Common Future: http://
www.ask-force.org/web/Sustainability/Brundtland-Our-Common-Future-1987-2008.pdf
[2] Main Economic Indicators. Comparative Methodological Analysis: Consumer and Producer Price
Indices. Volume 2002, Supplement 2: http://www.oecd.org/sdd/prices-ppp/1947731.pdf
[3] Economic Indicators, January 2009. Research Paper 09/01: file:///C:/Users/p/Downloads/RP09-01.
pdf
[4] Anders Remme Olsen. 2009. Business cycle forecasting through economic indicators: A dynamic
approach. MSc Thesis: http://studenttheses.cbs.dk/bitstream/handle/10417/1557/anders_remme_
olsen.pdf?sequence=1
[5] Topi Tjukanov. 2011. Gross Domestic Product as a Modern-day Economic Indicator. Bachelor’s
Thesis: https://www.theseus.fi/bitstream/handle/10024/38524/Topi%20Tjukanov%20-%20Gross%20
Domestic%20Product%20as%20a%20Modern-Day%20Economic%20Indicator.pdf?sequence=1
[6] Macroeconomic Developments in Low-Income Developing Countries. October 2014. International
Monetary Fund Washington, D.C.: https://www.imf.org/external/np/pp/eng/2014/091814.pdf
[7] N. Gregory Mankiw. Macroeconomics. Chapter 8, 8th Edition, 2012, Worth Publishers, ISBN-13:
978-1429240024.
[8] INSTAT: http://www.instat.gov.al/al/statistika/
[9] https://cem.uplb.edu.ph/research-extension-training/economicissues/34-vol-1-no-1/67-laborproductivity-vs-total-factor-productivity
[10] Spangenberg, Joachim H,; Omann, Ines.; Hinterberger, Friedrich. 2002. Sustainable growth
criteria Minimum benchmarks and scenarios for employment and the environment. Ecological
Economics 42, 429-443.
https://www.researchgate.net/publication/247049331_Sustainable_growth_criteria
[11] Georgescu-Roegen, N. Energy and Economic Myths. Institutional and Analytical Economic
Essays. Pergamon Press, New York, 1976.
[12] Wackernagel Mathis Wackernagel. 2002. Tracking the ecological overshoot of the human
economy. PNAS 2002 vol. 99 no. 14, 9266–9271: http://www.pnas.org/content/pnas/99/14/9266.full.
pdf
[13] Hong Kong Ecological Footprint Report 2013 Appendix: Calculating Ecological Footprint and
Biocapacity: http://awsassets.wwfhk.panda.org/downloads/hong_kong_ecological_footprint_
report_2013_appendix.pdf
[14] Methodology for Calculating the Ecological Footprint of California, March 2013: https://www.
footprintnetwork.org/content/images/article_uploads/EcologicalFootprintCalifornia_Method_2013.
pdf
[15 ] Global Footprint Network: http://data.footprintnetwork.org/#/
countryTrends?type=BCpc,EFCpc&cn=3 .
[16] UN Human Development Report 2007/2008: http://hdr.undp.org/en/content/humandevelopment-report-20078 .
66

ECONOMIC AND ENVIRONMENTAL APPROACHES FOR ASSESSING THE SUSTAINABLE DEVELOPMENT AND WELFARE IN ALBANIA

[17] http://hdr.undp.org/sites/default/files/Country-Profiles/ALB.pdf
[18] World Population by Country:
https://docs.google.com/spreadsheets/d/1lWgcRwFBF0bbYTocH4RHsJU5edtB0TpbC400cRe-ILo/
edit#gid=10
[19] Ecological footprinting - methods and limitations: http://www.acrewoods.net/environment/
ecological-footprinting
[20] Shepon, A. 2016. Energy and protein feed-to-food conversion efficiencies in the US and potential
food security gains from dietary changes. Environ. Res. Lett. 11 105002: http://iopscience.iop.org/
article/10.1088/1748-9326/11/10/105002/pdf
[21] Food chains & food webs: https://www.khanacademy.org/science/biology/ecology/intro-toecosystems/a/food-chains-food-webs
[22] National Research Council. Subcommittee on the 10th edition of the RDAs. 1989. Recommended
dietary allowances. National Academy Press, Washington, D.C. page 283.
[23] https://www.nobelprize.org/prizes/economic-sciences/2018/press-release/
[24] Limits to Growth – The 30-Year Update.2004. Meadows, Donella; Randers, Jorgen; Meadows,
Dennis. Printed and bound in the UK by Bath Press, ISBN-10: 1-84407-144-8, Authors’ Preface, page
xi: http://www.peakoilindia.org/wp-content/uploads/2013/10/Limits-to-Growth-updated.pdf
[25] Odum, H.T.1996. Environmental Accounting, Emergy and Environmental Decision Making. ISBN
0-471-11442-1, Publisher: John Wiley & Sons, Inc., 605 Third Avenue,New York, NY, 10158-0012.
[26] Harizaj, P. 2011. Can the Emergy Sustainability Index be improved? Ecological Modelling, Volume
222, Issue 12, 24 June 2011, Pages 2031-2033
[27] Harizaj, P. 2010. Emergy Synthesis of Albania for 2007. Proceedings from the Sixth Biennial
Emergy Conference, January 14 – 16, 2010, Gainesville, Florida:
https://cep.ees.ufl.edu/emergy/documents/conferences/ERC06_2010/ERC06_2010_Chapter_36.pdf .
[28] Lowrance, Richard, Hendrix, Paul F.; Odum; Eugene P. 1986. A hierarchical approach to
sustainable agriculture. American Journal of Alternative Agriculture, Vol. 1, No. 4, pp. 169-173. http://
www.eap.mcgill.ca/MagRack/AJAA/AJAA_4.htm
[29] Harizaj, P.; Hebibasi, J. 2017. Vlerësimi i ciklit jetësor të bimës së misërit në këndvështrimin
bioenergjitik, ekonomik dhe mjedisor. Disertacion në kërkim të gradës shkencore “Master i
Shkencave në Energjitë e Rinovueshme”. Universiteti Bujqësor i Tiranës, Fakulteti i Bujqësisë dhe
Mjedisit.
[30] Vivas, M.B.; Brown, M.T. 2006. Report Submitted to the Arkansas Soil and Water Conservation
Commission Under the Sub-grant Agreement SGA 104. Howard T. Odum Center for Wetlands.
University of Florida, Gainesville, Florida.
[31] Odum, H. T. 2007. Environment, Power, and Society for the Twenty-First Century: The Hierarchy of
Energy. Publisher: Columbia University Press, ISBN: 0231128878.

67

PUBLIC SECTOR
CLASSIFICATION PROCESS
IN ALBANIA
ELTON ALIKO, INSTITUTE OF STATISTICS
EAliko@instat.gov.al

Abstract
Statistical classifications are a very important
element for production of statistics. They serve
to ensure the consistency of various statistical
indicators at the national and international level.
The Statistical Institute of Albanian is the main
institution that ensures that all economic and
social classifications are consistent and based
on international methodological standards.
This article aims to introduce a classification’s
element; the one of entities by institutional
sector, and more specifically that of the Public
Sector. The article focuses on the classification
process, explaining the main steps, basic
criteria used and the importance of maintaining
this classification.
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PUBLIC SECTOR CLASSIFICATION PROCESS IN ALBANIA

1. INTRODUCTION
The official statistics at the base of their work
have statistical registers. These registers
are an essential part of a country’s statistical
infrastructure. The main function for using
statistical registers is the creation of sampling
based on various statistical surveys.
Focusing mainly on the Enterprise Statistical
Register, we can say that it plays a key role in the
production of statistics for economic indicators,
both in the way these statistics are produced, as
well as their content and quality. A high quality of
Statistical Business Register meets the needs of
the user and is based on international concepts,
definitions and classifications.
This article is based on the classification used by
the National Accounts for Institutional Sectors.
The aim of National Accounts is to describe what
is happening in the national economy. They provide
a broad and integrated framework for describing
the economy. The System of National Accounts
describes all transactions between the sectors
of the economy for a given period, identifying
stakeholders belonging to each institutional
sector. The classification of institutional units is
an important part for the production of national
accounts.
This article describes the process followed to
classify entities belonging to the public sector in
Albania. Public sector, as an integrated part of
the Institutional Sectors, consists of institutions
that perform non-market activities and are
administered by the government. The classification
process is based on the ESA 2010 methodology,
which is a legal requirement for the compilation of
National Accounts for EU member states, but also
an obligation for countries aspiring to be part of the
EU.

2. CONTEXT OF
CLASSIFICATION DECISIONS
The classification of the Public Sector units is
based on the ESA 2010 methodology, which is
in line with the Manual on Government Deficit
and Debt (MGDD). This process is the first step
to assess the government financial statistics
and public debt according to the requirements
of Regulation EC No. 479/2009, as amended by
Regulation No. 679/2010 and No. 220/2014. This
regulation requires the EU member states to report
to Eurostat data of the Excessive Deficit Procedure

(EDP) twice a year. The data should be reported to
the harmonized tables, which are formulated and
build to be consistent with the government financial
data.
Government Financial Statistics at the country level
based on national accounting standards are clearly
defined in the law on budget implementation.
Government Financial Statistics for purposes of
reporting in the EU are based on the European
System of Accounts (ESA 2010). For the transition
from national to international standards required
by ESA 2010, a separate classification process is
carried out, where transactions are expressed in
international standards. Standardized statistical
indicators are used by the European Commission to
monitor the economic stability of the EU member
states, or potential, based on the Maastricht Treaty
criteria for government debt and deficit.
The international statistical manuals provide
a broad framework based on the principles for
classifying different units and transactions. These
include:
• The European System of Accounts (ESA 2010),
produced by Eurostat and the concepts are in line
with the System of National Accounts (SNA 2008).
• Accompanying Manual on Government and Debt
Deficit (MGDD), produced by Eurostat, based on the
principles of ESA 2010.
• The System of National Accounts (SNA
2008) produced by the European Commission,
International Monetary Fund, Organization
for Economic Co-operation and Development,
United Nations and the World Bank - which is the
foundation of ESA.
Classifications in National Accounts are very
important for economic statistics, and decision’s
classifications are taken in an independent form,
fully compliant with ESA 2010 rules and additional
relevant statistical guidelines. It should be made
clear that the European System of Accounts does
not have any political impact or trade in rating
decisions.
To ensure accurate classifications of institutional
units and related transactions, the guidelines given
in the above manuals are used. Any classification
or decision is taken based on the characteristics
of the subject or transaction by analysing it in the
context of these international guidelines.
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3. PUBLIC SECTOR
The economy consists of several key sectors:
Non-Financial Corporations (S.11), Financial
Corporations (S.12), General Government (S.13),
Households (S.14), NPISHs - Non-Profit Institutions
Serving Households (S.15) and the Rest of the
World (S.2). These sectors are the total economy of
a country, which as the counterpart have the rest of
the world sector (S.2).
Although classifications in national accounts
are of major importance within the government,
what needs to be clear is that ESA has no political
or trade impact when making classification
decisions and the Institute of Statistics (INSTAT)
as an independent statistics office ensures that
classification decisions are fully in accordance
with the rules of ESA 2010 and additional relevant
statistical guidelines.
Based on the ESA 2010 methodology, the public
sector includes units classified in the General
Government sector such as: Central Government,
State Government1, Local Government, Insurance
Funds, Non-financial Corporations, Public Finance
Corporations, Central and Local Extra-Budgetary
Units.

The public sector classification in Albania was
conducted by the working group between the three
institutions; the Institute of Statistics (INSTAT), the
Ministry of Finance and Economy and the Bank
of Albania (BoA). Each institution has defined the
duties and responsibilities to enable the public
sector classification in Albania.
The working group is responsible for managing the
classification process for identifying, registering
and prioritizing cases by gathering the required
information, while analysing each institutional
unit separately, communicating the decisions and
ensuring their implementation in the INSTAT’s
statistics. In this way, the working group facilitates
decision-making and ensures that decisions are
communicated and implemented.

4. CLASSIFICATION PROCESS
INSTAT follows a process to define and classify
units that are part of the public sector. This process
is summarized in Figure 2.

Figure 1: Public Sector in Albania

PUBLIC INSTITUTIONAL SECTORS / SUB - SECTORS
Central Government

Local Government

Public Non-Finanacial
Corporations

Public Financial
Corporations

Social Security Funds

Central Bank

EXTRA - BUDGETARY PUBLIC INSTITUTIONAL SECTORS/SUB - SECTORS
Extra-Budgetary Central
Government

Extra-Budgetary Local
Government

1 The State Government is not present in Albania, but this subsector is part of the general government in several other
countries such as Germany, Belgium, Austria and Spain
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Figure 2: INSTAT classification process

IDENTIFICATION

• The classification of units that are part of the public sector is done by INSTAT, in
cooperation with Treasury in the Ministry of Finance and Economy.
• The classification of units that are part of the public sector, INSTAT is based on the
existing units and the identification of new units that exercise their activity in Albania.
• The Ministry of Finance and Economy may submit proposals and suggestions and
other institutions regarding the classification of units that are part of the public sector.

PRIORITIES

• Resources available for classifying entities that are part of the public sector may be
limited and take time to make a correct decision.
• Impact on key statistics (such as Gross Domestic Product, Government Debt,
Government Deficit, Public Sector Employment, etc.) and meeting the interests of
stakeholders (such as the Bank of Albania, Eurostat, or others including INSTAT) are
another important priority.
• Evaluation of indicators for the public sector based on ESA 2010 methodology.

GATHER
INFORMATION

• The work group for the classification of units that are part of the public sector
gather information on the characteristics of the unit or transactions, identify and
provide the necessary instructions and describe them.
• The classification of units that are part of the public sector requires the use of
various sources of information, identification of activities and their purpose,
agreements with the government, etc. provide much of the information needed.
• Additional information will be required more often in the Department of Treasury for
classification of units that are part of the public sector.

COMMUNICATE
DECISION

• Every month updates are made "the exchange of information that can assist in the
classification process of units that are part of the public sector".
• In cases when the instructions and application of the units are clear, the working
group propose the classification of units in the respective sector.
• In the case of complex units and units that have a large statistical impact, the
working group discuss and collect details of their classification by consulting with
experts and based on their experience to do a more precise classification of units.

EVALUATION
OF INDICATORS

• The assessment of public sector indicators requires the evaluation of
macroeconomic indicators for GG such as: Gross Domestic Product, Government Final
Consumption, Taxes, Subsidies, etc. by national and international bodies in quarterly
and annual terms.
• Evaluation of EDP (Extended Deficit Procedure) and Government Debt for the Public
Sector.
• Dispatch of tables to Eurostat as defined by the ESA 2010 TP of the Public Sector
Indicators.
• Preparation of additional materials to describe classifications and methods of
assessing indicators for the public sector.
• Control of classifications, transactions and estimated indicators taking into account
the suggestions of EUROSTAT experts and the International Monetary Fund (IMF) for
entities that are part of the public sector in Albania.

PUBLICATION

• Each year, INSTAT publishes a list of entities that are part of the public sector, giving
information to the public or other interested parties about the public sector classification process in Albania.
• Publication of the list describes the units that are part of the public sector, the new
units and those that have changed the sector or are closed and the characteristics for
each unit on its own.
• INSTAT has a key role to inform the interested parties.
• INSTAT may choose to publish more detailed information on the classification
decision in an accompanying article while maintaining the confidentiality of the data.
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5. CONCLUSIONS
The list will serve as a basis for the public sector
classifications in Albania. All producers of public
sector statistics, such as the Ministry of Finance
and Economy, Bank of Albania or INSTAT itself will
be able to use this list for their analysis, to ensure
consistency between statistics produced in term of
national or international purposes. The information
is the most important element of the classification
process.
The analysis, control and classification results are
carried out at a very detailed level, at the unit or
institution level, ensuring the quality of the final
products. Consequently, it is necessary to provide
the information at a more detailed level, so that it
can be carried out qualitative analysis of controlling
but also other elements to each unit. This requires
the engagement of the three institutions and
mainly the Ministry of Finance and Economy as the
main provider of information in this difficult and
important process.
A recommendation would be to engage more
experts in the field of classification, for a better
classification for specific units, to ensure a greater
treatment of available information, and to evaluate
border line cases that need further analysis.
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Abstract
Short Term Statistics (STS) is a quarterly survey
where the survey unit are enterprises selected
by the Statistical Business Register. The main
variables requested are turnover, industrial
production (in industry and construction),
number of persons employed, gross wages and
salaries, working hours.
A challenge for Institute of Statistics future
(INSTAT) is to reduce the respond burden of
the enterprises that fulfil the questionnaires
by increasing the use of administrative data
for statistical purposes without reducing the
quality of official statistics produced.
This article provides the results of using
administrative data from the file of Value
Added Tax (VAT) and Social Insurance file as
an alternative source for producing statistical
indicators that meanwhile are produced from
Short Term Statistics (STS) conducted by
INSTAT.
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Added Tax (VAT); Social Insurance file
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1. INTRODUCTION

2. ADMINISTRATIVE SOURCES

Short Term Statistics1 shows the trend of economic
development of a country in quarterly periods.
These statistics are used by policy-makers to
forecast the near future. The main purpose of STS
survey is to present the performance of the main
economic indicators of enterprises in quarterly
periods.

For the production of official statistics based
on Official Statistics Programme, INSTAT can
develop, negotiate and sign memorandums of
understanding with the institutions that can provide
these data.

Short Term Statistics survey has started for the
first time in 2003. In 2008 the sampling method
passed from listing methods in combined method
(with sampling and listing). Enterprises with 1-9
employees are sampled, while enterprises with
more than 10 employees are chosen with listing
without changing the scope of coverage. In 2012,
the population of STS survey changed as a result
of updating the Register of Enterprises with the
results of the Economic Enterprises Census
2010. In 2014 STS implemented nomenclature
of economic activities, NACE Rev. 2, updated the
weights and changed the structure of the base
period of the indices from 2005 to 2010. All these
changes in the indices series are not disconnected,
but the indices are back casted. These changes are
reported in the methodological explanations that
accompany respective publications. The sampling
frame for STS includes enterprises which operate
in the main activities as follows:
• Industry, ( Mining and Quarrying and
Manufacturing )
• Electricity, gas, and steam
• Water supply; sewerage, waste management and
remediation activities
• Construction
• Total sale and repair of motor vehicles
• Retail Trade
• Wholesale
• Transportation and Storage (is included and the
Postal and courier activities)
• Hotels
• Information and Communication
• Architectural and Engineering activities
• Travel Agencies
The data collected in Short Term Statistics survey
are collected directly from the enterprises based in
face to face interviews.

In this context INSTAT, regarding the Value Added
Tax (VAT) and Social Insurance data has signed
a memorandum of understanding with General
Directorate of Taxation. These administrative data
are officially sent in electronic form according to
agreed deadlines between the institutions.
Administrative sources can be used for producing
official statistics as follows:
• Produce direct official statistics from the
administrative data;
• Auxiliary information at micro or aggregated
level;
• To maintain and update statistical registers;
• To assess the quality indicator (Coherence and
Comparability)
In short term statistics administrative sources are
used in two main processes:
• To assess the statistical data, to compare the
turnover value declared by the enterprise in the
questionnaire with VAT data;
• To edit and impute the turnover value when they
are missing or out of range.

3. RESPOND BURDEN
In INSTAT, the number of questionnaires per
respondent is used to assess the reporting burden
of the enterprises. All the enterprises that are part
of INSTAT surveys are selected from the Statistical
Business Register and are classified according to
the nomenclature NACE Rev.2. The percentage
distribution of the number of questionnaires by
size of the enterprise for the years 2015, 2016,
2017 taking into consideration all the surveys at the
economic enterprises that INSTAT realized is given
in the following table.

1 http://www.instat.gov.al/en/themes/industry-trade-and-services/short-term-statistics/#tab4
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Table 1: The percentage of fulfilling INSTAT questionnaire from economic enterprises
Year
/number of
person
employees
2017

1_9 employees

10_19 employees

20_49 employees

50+ employees

No
questionnaire

At least one
questionnaire

No
questionnaire

At least one
questionnaire

No
questionnaire

At least one
questionnaire

No
questionnaire

At least one
questionnaire

89%

11%

10%

90%

17%

83%

16%

84%

2016

98%

2%

13%

87%

20%

80%

28%

72%

2015

100%

0%

44%

56%

30%

70%

33%

67%

Source: Extracted by the author, based on INSTAT information
100.0
90.0

80.0In

92,3

94,1

82,2

80,8

2017, around 11 % of enterprises with 1 to 9
69,6
70.0employees have fulfilled at least one questionnaire
60.0for INSTAT. Around 84 % of enterprises with 50+
50.0employees have fulfilled at least one questionnaire
39,3
31,2
40.0
for INSTAT.
30.0

46,2

quality principles. One of these principles in the
statistical law3 No. 17/2018 is “Coherence” which
52,1 to the adequacy of the data, to be reliably
refers
combined in various ways 34,3
and for numerous
35,2
multiple uses.

20.0

10.0It

is noted that the number of questionnaires
Eurostat 2010,4 to measure the Coherence suggests
fulfilled
by
enterprises,
not
taking
into
the indicator “number of common unit across
Transport and
Hotels
Information Architectural Travel
Water supply Construction Trade
Mining and Manufacturing Gas
consideration
their
size,
has
increased
as
a
result
survey
data
andandadministrative
sources”. This
Engeneering agency
Storage
and
quarrying
Electricity Sewerage
Communication
of an increase in theSteam
numberWaste
of surveys from 12
indicator
is used activities
when the administrative data is
Management
surveys in 2015 to 15 in 2017.
combined with survey data:
• Data on unit level are obtained from both the
96,0
99,0
2
100.0One of
the strategic objectives
of INSTAT
for
years
survey and one or92,9
more administrative source
89,9
90.0
81,3 data sources
79,0
2017-2030 is to use appropriate
(some
variables
come
from the survey and other
68,9
73,0
80.0
66,4
70,6
and
instruments
to
improve
the
production
and
variables
from
the
administrative
data)
70.0
56,5
quality
of
indicators
and
statistical
services.
•
When
data
for
part
of
the
units
come
from survey
60.0
50.0More detailed Objective: 2.1 “Increased use of
data and for another part of the units from one
40.0administrative data, administrative records for
or more administrative sources. The indicator
30.0
statistical
purposes”.
Based
on
the
strategic
provides an idea of completeness/coverage of
20.0
objectives
and
on
the
respond
burden
of
economic
the sources – to what extent units exist in both
10.0
enterprises,
INSTAT
will
focus
on
the
possibilities
administrative data and survey data. This indicator
Travel
Transport and
Hotels
Water supply Construction Trade
Mining and Manufacturing Gas
of using
administrative
data
for
statistical
does
notInformation
apply
ifArchitectural
administrative
data is used only
and
Engeneering agency
Storage
and
quarrying
Electricity Sewerage
activitieswithout being combined with
Communication
Waste
analysis by reducingSteam
the cost
needed
to
collect
to
produce
estimates
Management
data. The combination of different sources in
survey data.
the compilation of indicators in official statistics
will improve the quality of these indicators both
Working report for the quality of administrative
in terms of coverage and timeliness, enabling
sources, Quality in Multisource Statistics 2015,
better adaptation to international methodologies.
analyse that substitution and supplementation can
Adapting methodologies for integrating data from
involve more than one administrative data source
many sources is seen as a key tool for the future.
and hence the coherence indicator of common units
across two or more administrative sources is also
relevant.

4. COVERAGE OF STS
SAMPLING FRAME FROM
ADMINISTRATIVE SOURCES

In this paper we will use the ESS Quality and
Performance Indicators (QPI) - Common units proportion, from ESS Handbook for Quality Reports
– 2009 Edition” (Eurostat) calculated as follow:

To ensure the quality of production, official
statistics shall be developed, produced and
disseminated guided by the unified standards and
harmonized methodologies by following these
2 http://www.instat.gov.al/media/3986/development-strategy-of-instat-2017-2030.pdf
3 http://www.instat.gov.al/media/3972/law-no17-2018-on-official-statistics.pdf
4 https://ec.europa.eu/eurostat/documents/64157/4373903/02-ESS-Quality-and-performance-Indicators-2014.
pdf/5c996003-b770-4a7c-9c2f-bf733e6b1f31
75

Year
1_9 employees
10_19 employees
USE
OF ADMINISTRATIVE
DATA ON SHORT-TERM STATISTICS
/number of
No
At least one
No
At least one
person
questionnaire questionnaire
questionnaire
questionnaire
employees
The
figure below provides
the coverage
of the STS
2017
89%
11%
10%
90%

frame from the administrative source by economic
2016
98%
2%
13%
activity.
2015

100%

0%

44%

20_49 employees

50+ employee

No
questionnaire

At least one
questionnaire

No
questionnaire

17%

83%

16%

87%

20%

80%

28%

56%

30%

70%

33%

Figure 1: The coverage of the STS frame from the administrative source
100.0

94,1

92,3

90.0

82,2

80,8

80.0

69,6

70.0
60.0
50.0

39,3

40.0

Year
/number of
20.0
person
10.0
employees
2017 Mining and
30.0

2016

46,2

quarrying

31,2

1_9 employees
No
questionnaire
Manufacturing
89%

98%

At least one
questionnaire

Water supply
Gas 11%
Electricity Sewerage
Steam 2% Waste
Management

Source:
calculation
2015 INSTAT, author’s
100%

0%

20_49 employees

50+ employee

No
questionnaire

No
questionnaire

No
questionnaire

Construction
Trade
10%

13%
44%

activities
(82.2%). Activities that have smaller
50.0
30.0
coverage
are: Trade39,3
(31.2 %), Travel agency (34.3 %)
40.0
20.0
and
Information
and
Communication (35.2 %).
10.0
30.0
20.0

Figure 2Mining
analyses
the sampleGas
of STS
survey
the
Construction
Water
supply for
and Manufacturing
10.0
quarrying
Electricity Sewerage
first quarter
2018 and the administrative
source
Waste
Steam
regarding
theand
coverage
of each
activity.
Management
Construction
Water supply
Mining
Manufacturing
Gas economic
Electricity
Steam

34,3

35,2

10_19 employees

96,0
99,0
100.0
Around 36.7 % of economic enterprises that 89,9
90.0
81,3
are
STS frame can also
94,1be found in the
100.0part of92,3
73,0
80.0
administrative
source. Activities that have better
90.0
80,8
70.0
coverage
from
the administrative source are:
80.0
60.0
69,6
Electricity,
Gas, Steam (94.1 %), Mining and
70.0
50.0
quarrying
(92.3 %), Architectural and Engineering
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Around 73.4 % of economic enterprises that
are part of STS sample are also part of the
administrative sources. Activities that have better
coverage from the administrative source are:
Electricity, Gas, Steam (99 %), Mining and quarrying
(96 %), Architectural and Engineering activities
(92.9 %), Construction (89.9 %), Water supply;
Sewerage, Waste management and Remediation
activities (81.3 %) and Transport and Storage
(79 %). Activities that have a smaller coverage
are: Travel agency (56.5 %), Information and
Communication (66.4 %) and Trade (68.9 %).
The analysis is focused on enterprises that have
10 or more employees since in the STS survey they
are surveyed exhaustively and the respond burden
of these enterprises that fulfil at least one INSTAT
questionnaire from 2015 to 2017 is increased from
64.3 % to 85.7 %.

5. PRODUCTION OF STS
INDICATORS USING
ADMINISTRATIVE DATA
The following section will present estimates of
indicators calculated from the administrative
source and survey data for all economic activities
covered at STS.
To analyse the difference between STS indicators
provided form survey data and indicators provided
from administrative data, is used the “Relative
Mean Absolute Revision” indicator suggested by
the OECD5, to analyse the preliminary and final
results of a statistical survey. Since there is no
indicator in literature that measures the impact of
the administrative source, the author will use this
indicator.

Figure 3: The coverage of STS sample from administrative sources for enterprises that are
surveyed exhaustively
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Figure 4 shows that for turnover indicator for STS
activities such as: Information and Communication,
Transport and storage, Electricity, Gas, Steam,
Hotels, Architectural and Engineering activities and
Trade, data from the STS survey are higher than
administrative source.
Figure 5: Relative Mean Absolute Revision between STS and administrative source for the
employees’ indicator
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Figure 5 shows that the Employees’ indicator for
economic activities cover in STS is lower than the
indicator produced with administrative data.
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6. CONCLUSIONS
One of the strategic objectives of INSTAT is to
reduce the respond burden through the usage
of new methods of data collection and the use
of administrative sources. This analysis was
conducted in the context of assessing the use of
alternative sources in the production of statistical
indicators.
The results of this analysis showed that the
STS frame is covered around 36.7 % by the
administrative source, which is an insufficient
coverage for the production of statistical indicators
based solely on administrative data. The part of the
STS sample which is fully surveyed has coverage
of around 94.2 %. The high level of coverage is an
essential indicator in the process of considering
the use of administrative data for the production
of statistical indicators. For the part of the sample
that is fully surveyed, the indicators calculated
using the survey data, as well as the calculations
using the administrative data are generally
consistent. Larger differences appear on branches
with a lower coverage than the average coverage
percentage. This analysis should continue with the
parallel calculation of indicators, based on both
data sources, for at least one calendar year, to
achieve more sustainable conclusions.
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Abstract
Population dynamics like population size, age
structure, fertility, mortality, urbanization,
migration, etc., are closely related to national
and international development challenges.
No challenge can be solved without paying
attention to the Population Dynamics. The
focus based on human rights, seeing the
individual and their needs beyond the simple
number of population trends, is a fundamental
process in development plans. Statistical
indicators are widely used in many different
areas and play an important role in presenting
problems, identifying trends and contributing
to policy design, evaluating and monitoring
the progress. The use of statistical indicators
helps in assessing and achieving objectives for
sustainable development and can be used both
at national and regional level. This article aims
to present the role of indicators in designing an
integrated Regional Monitoring Framework that
is consistent with the Sustainable Development
80

Goals (SDG). The Monitoring Framework
belongs to the UNECE1 Region and contributes
to the progress of the implementation of the
International Conference on Population and
Development (ICPD) programme.

KEYWORDS:
ICPD; SDG; Programme of Action (PoA);
Population Dynamics
1 The UNECE Region includes countries from Europe,
Central Asia, North America and Israel.
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1. INTRODUCTION
Population dynamics and reproductive health
are very important and should be part of the
development plans and poverty reduction
strategies. The Millennium Development Goals,
particularly the eradication of extreme poverty and
hunger, will not be achieved if issues of population
and reproductive health are not appropriately
addressed. The International Conference on
Population and Development (ICPD), held in 1994,
presented a bold new vision about the relationship
between population, development and individual
well-being. The Conference adopted a 20-year
Programme of Action (PoA) recognizing that the
population issue has nothing to do with numbers,
but with people. Social, economic and political
equality, including sexual and reproductive health
and rights, is the basis for individual well-being and
sustainable development. The process is reviewed
twenty years later, to address the gaps and present
emerging challenges, carrying out a review of the
PoA at the regional and global level. The review
of the ICPD program beyond 2014 in the UNECE
Region was achieved by obtaining information on
indicators at national level and the information
provided by member states from a global survey
conducted for the implementation of the ICPD
programme, contributing so to the Global Study on
the implementation of the ICPD program.
The Review culminated with the Regional
Conference on ‘Population Priorities for the 21st
Century’ organized jointly by UNECE and UNFPA on
1-2 July 2013. The conference produced a summary
of issues highlighting the progress achieved in the
Region. This conference assessed the progress
made in implementing the ICPD PoA and made
recommendations on the further implementation
of the ICPD PoA in the UNECE region beyond 2014.
These recommendations were prepared during
the consultations with the UNECE Member States
and were documented in the Chair’s summary
as the outcome document of the conference
(UNECE, 2013). The document contributed to
the implementation of a Regional Monitoring
Framework in 2018, which serves as a mechanism
to control the ICPD Programme implementation
progress in the UNECE Region beyond 2014.

2. THE ROLE OF THE
MONITORING FRAMEWORK
FOR THE FOLLOW-UP OF THE
ICPD PoA IMPLEMENTATION
The design of the Monitoring Framework for the
ICPD Programme of Action is based on three main
thematic areas derived from the recommendations
of the Conference ‘Population Priorities for the
21st Century’. Three thematic areas analysed
are: “Population Dynamics and Sustainable
Development”, “Inequalities, Social Inclusion and
Rights” and “Families, Sexual and Reproductive
Health over the Life Course”. These thematic
areas were underlined as a result of the needs
for better integration of population dynamics into
development planning at the national and regional
levels in order to ensure a comprehensive response
to demographic changes (UNECE and UNFPA,
2017).
To address these highlighted issues the need for
reliable data and data systems was emphasised, in
order to capture all the population groups.
The Monitoring Framework developed as part of
the Joint Project of the UNECE Region and the
UNFPA Regional Office for Eastern Europe and
Central Asia.
The purpose of the monitoring framework reflects
the reviewed priorities and thematic areas as well
as the ongoing follow-up of the ICPD PoA providing
a methodology and a structure for periodic,
systematic and continuous monitoring of national
and regional progress (UNECE and UNFPA, 2018).
Determination of indicators measuring outcomes
and progress has been made in line with other
monitoring systems such as Agenda 2030 and
the Global Monitoring Framework of ICPD. The
development of the monitoring framework in
the UNECE Region not only helps to assess
the progress but also to identify the gaps
and challenges beyond 2014. This Monitoring
Framework serves as input to the UNECE Region
Report on ICPD + 25. This Report is a product of
UNECE Regional Conference “Population Dynamics
and Sustainable Developments” which concluded
the five-year periodic assessment in October 2018
(UNECE and UNFPA, 2018, Concept Note).
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3. CONTRIBUTION OF
STATISTICAL INDICATORS IN
THE ICPD POA MONITORING
FRAMEWORK AND DATA
SOURCES USED TO SELECT
THEM
The Monitoring Framework of the ICPD PoA is
based on the quantitative assessment of progress
through the indicators. The Monitoring Framework
represents indicators related to the individual
behaviour, lifestyle and opportunities.
Such results are measured through SDG indicators
or indicators from the United Nations or other
international reporting systems. For this, a
particular importance is the accurate and reliable
measurement of these indicators as well as their
updating.
Measurements of developments are achieved
not only through these indicators but particular
importance has also the policy-related indicators.
Monitoring of progress, in this case, is achieved
through legislation, policies, programs,
partnerships and international cooperation.
The review of progress using policy-related
indicators has limitations, as there is little
systematic policy reporting on the thematic areas
of the ICPD PoA. For these reason the policyrelated indicators included in the Monitoring
Framework are mostly relevant SDG indicators for
which data might be systematically collected in the
future (UNECE and UNFPA, 2018).
The selection of statistical indicators that
contribute to the Monitoring Framework are based
on several criteria but in the case of limited data
availability, indicators fulfilling just three of the first
four following criteria were accepted (UNECE and
UNFPA, 2018):
• The indicator is listed among SDG indicators;
• The indicator exists in national or other relevant
data collection systems without creating new needs
in data collection;
• The indicator is available for most countries of
the UNECE Region;
• The indicator is available in a methodologically
harmonized format, in the countries of the UNECE
Region, for its calculation;
• The indicator has sufficient data coverage in the
region (this is a problem for indicators that use
data from surveys such as DHS (Demographic and
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Health Survey) which are largely unavailable for
UNECE countries;
• The indicator has data available for several points
in time to capture trends;
• The indicator has data available for 2013 or more
recently;
• The indicator should be complementary and
not overlapping. Exceptions to this rule are SDG
indicators for which data are unavailable but do
have an equivalent (usually an estimated model).
The selection of indicators, consistent with the
core topics of the ICPD PoA and these criteria, has
been carried out by exploring statistical databases
or other monitoring systems. Some indicators
and data are available only for a small number
of countries in the UNECE Region, mostly from
European Union or OECD member countries. Most
of Eastern European and Central Asian countries
are not included in comparative surveys or data
gathering.
A special contribution to the selection of indicators
and their source for the ICPD PoA monitoring
framework was provided by a group of experts from
representatives of national governments, national
statistical offices, non-governmental organizations,
academia, etc. who belonged to the UNECE Region.
The work of Experts Group provided a stronger
linkage for monitoring and reporting the ICPD and
SDG program in Eastern Europe and Central Asia.
A continued contribution of the group was given
at the first meeting in December 2017 and during
2018, which served as an input for the drafting of
the ICPD PoA Monitoring Framework. Albania was
represented by an expert in the field of statistics.
Table 1 shows the number of indicators according
to themes and sub-themes analysed in the
Monitoring Framework. It is noted that 61 out of
79 indicators that are included in the Monitoring
System are available in the UNECE Region.
To create a linkage between the 2030 Agenda and
the UNECE Monitoring Framework of ICPD PoA
were taken in consideration 41 SDG indicators.
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Table 1: Number of indicators by themes and sub-themes as part of the Monitoring
Framework

Theme

Sub-theme

1. Population Dynamics and
Sustainable Development

1.1. Development of capabilities

Total

1.2.1. Fulfilling potentials: Health and wellbeing across the life course
1.2.a Fulfilling potentials: Health and wellbeing across the life course
1.2.b Fulfilling potentials: Access to
employment opportunities
1.2.c Fulfilling potentials: Participation in
decision-making
1.3. Intergenerational equity
1.4. Population-environment linkages:
Sustainable use of resources
1. Population Dynamics and Sustainable Development Total
2. Families, Sexual and
2.1. Access to SRH information
Reproductive Health over the
Life Course
2.2. Meeting the need for SRH services
2.3. Family planning
2.4.a SRH: Prevention of maternal deaths and
morbidity
2.4.b SRH: Prevention of STIs
2. Families, Sexual and Reproductive Health over the Life Course Total
3. Inequalities, Social
3.1. Gender equality and women’s
Inclusion and Rights
empowerment
3.2. Poverty and socio-economic inequalities
3.3. Social exclusion of marginalized and
vulnerable groups
3. Inequalities, Social Inclusion and Rights Total
4. Cross-cutting Issues
4. Cross-cutting Issues Total
Grand Total

6

Data
available
6

1

1

9

9

3

2

2

1

4
3

4
1

28
3

24
0

3
4
5

2
4
5

7
22
13

4
15
10

8
5

6
5

26
3
3
79

21
1
1
61

Source: UNECE - UNFPA 2018, “UNECE Monitoring Framework for the ICPD Programme of Action beyond 2014
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Table 2: Number of SDG indicators by themes and sub-themes as part of the Monitoring
Framework

Theme

Sub-theme

1. Population Dynamics and
Sustainable Development

1.1. Development of capabilities

Total

1.2.1. Fulfilling potentials: Health and wellbeing across the life course
1.2.a Fulfilling potentials: Health and wellbeing across the life course
1.2.b Fulfilling potentials: Access to
employment opportunities
1.2.c Fulfilling potentials: Participation in
decision-making
1.4. Population-environment linkages:
Sustainable use of resources
1. Population Dynamics and Sustainable Development Total
2. Families, Sexual and
2.1. Access to SRH information
Reproductive Health over the
Life Course
2.2. Meeting the need for SRH services
2.3. Family planning
2.4.a SRH: Prevention of maternal deaths and
morbidity
2.4.b SRH: Prevention of STIs
2. Families, Sexual and Reproductive Health over the Life Course Total
3. Inequalities, Social
3.1. Gender equality and women’s
Inclusion and Rights
empowerment
3.2. Poverty and socio-economic inequalities
3.3. Social exclusion of marginalized and
vulnerable groups
3. Inequalities, Social Inclusion and Rights Total
4. Cross-cutting Issues
4. Cross-cutting Issues Total
Grand Total
Source: UNECE - UNFPA 2018, “UNECE Monitoring Framework for the ICPD Programme of Action beyond 2014”
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3

Data
available
3

1

1

5

5

2

1

1

0

3

1

15
1

11
0

1
3
3

0
3
3

1
9
7

0
6
4

4
3

2
3

14
3
3
41

9
1
1
27
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Table 2 shows the number of SDG indicators across
the themes and sub-themes of the Monitoring
Framework where only 27 of the 41 SDG indicators
have data available in the UNECE Region.
Indicators for which data are currently not available
and are included in the Monitoring Framework are
presented, since there is a prospect in the near
future that the data will be available. The sources
used in the selected indicators for monitoring
the ICPD PoA were taken from the United
Nations Agencies, the Organization for Economic
Cooperation and Development (OECD) and data
from the European Union.

4. CONCLUSIONS
The Monitoring Framework serves as a mechanism
to control the progress of the ICPD Program
implementation in the UNECE Region beyond 2014
and is designed in accordance with Agenda 2030
and its Sustainable Development Goals (SDG) and
the Global Monitoring Framework of the ICPD PoA.
Statistical indicators have a very important role
in Monitoring and Developing the ICPD PoA. The
majority of statistical indicators in monitoring
ICPD PoA in the UNECE Region are SDG indicators.
For this reason, National Statistical Authorities
together with UNECE Region coordinate their
efforts to provide timely and qualitative data
at national and regional level for Sustainable
Development Goals (SDGs) and Monitoring the
ICPD Programme of Action.

BIBLIOGRAPHY
UNECE, (2013). Enabling choices; Population Priorities for the 21st Century,
Chair´s Summary, UNECE Regional Conference,1-2 July 2013, Geneva.
UNECE and UNFPA, (2017). Towards a Regional Monitoring Framework for ICPD
beyond 2014. Meeting Report. Expert Group Meeting 13-14 December 2017,
Geneva.
UNECE and UNFPA, (2018). Enabling choices: Population Dynamics and
Sustainable Development. Concept Note. UNECE Regional Conference on ICPD+25.
1-2 October 2018, Geneva.
UNECE and UNFPA, (2018). UNECE Monitoring Framework for the ICPD
Programme of Action beyond 2014, page 4-12.

85

WHY AND HOW CITIES CAN
DRIVE THE SUSTAINABLE
DEVELOPMENT GOALS
THE CASE OF TIRANA
VALMIRA BEBRI, TIRANA MUNICIPALITY
valmira.bebri@tirana.al
ELDA MAÇI, TIRANA MUNICIPALITY
elda.maci@tirana.al
GENC SALJA, TIRANA MUNICIPALITY
genc.salja@tirana.al

Abstract
As Albania makes its way towards European
Integration, a number of management
methodologies are adopted to deal with
challenges directly related to this process and
other areas of public management interest.

like ISO37120 and ISO37122. The first standard
measures the performance of city services and
quality of life, while the second one measures
the indicators of the management framework,
so-called smart cities.

Lately, Albania is also committed to a universally
applicable agenda that ensures progress on
different global development realities such
as Sustainable Development Goals. The
article deals mainly with this framework and
emphasizes the importance of decentralization
of this process into local and regional levels
with a layered commitment as well. A special
focus is put on Geospatial analysis enabled
by ICT tools like Geographical Information
Systems that serves as an important facilitator
of the whole process and brings a transformed
perspective of management through integrating
multileveled sets of data to provide visualized
realities to help monitor the progress done
on the implementations of SDGs as the first
objective and continuously monitor indicators
related to SDGs.

Each goal of SDGs package has targets and
indicators which are directly connected to
urban policies and have a clear impact on cities
and human settlements while the eleventh goal
(SDG11) is fully dedicated to help cities and
human settlements become more inclusive,
safe, resilient and sustainable.

Based on our opinion, it is very important to
prioritize the SDGs locally (contextualization)
to fully comply with international standards
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In addition to the importance of localizing
SDGs, the article will be concentrated into the
Geospatial Analysis role on implementing and
Monitoring SDGs and then the remaining of the
article will bring a list of key urban projects
that are considered strategic in respect to
SDG11 which will be represented by geospatial
figures/maps.

KEYWORDS:
Sustainable Development Goals; SDGs;
Localizing SDGs, Urban planning; GIS;
Geospatial analysis; Maps
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1. INTRODUCTION
There is a global mobilization in terms of setting
priorities, agreeing on target numbers and
putting in place a set of initiatives on issues like:
hunger, poverty, discrimination, environment
degradation, gender inequality etc. In order to
provide the common grounds for all the actors,
a standardization approach was followed. All
above mentioned was integrated in a set of goals
packages named Millennium Development Goals.
In the light of substantial progress done due to this
global mobilization, it was important to find some
mechanism to make them sustainable. So, a shift
was done from Millennium Development Goals to
Sustainable Development Goals. Albania is one the
countries that is committed to those goals.
During the last years, Albania has successfully
achieved significant results in implementing
the Millennium Development Goals (MDGs),
particularly to end poverty, working on gender
equality and empowerment of women, ensuring
high quality basic education and diminish the
risk of social exclusion. Nowadays Albanian
Government has embraced the Global Partnership
and is now committed to implement the
Agenda 2030 through the National Strategy for
Development and Integration and the process of
European Integration. Firstly, MDGs and now SDGs
are measurable and time-bounded objectives,
so for all professionals related to these areas
of interest is easier to gather data and produce
statistics to monitor the different components of
those objectives.
The Sustainable Development Goals (SDGs)1 is a
package with a set of 17 goals, where each goal
has a number of targets (169 targets in total) and
a number of indicators (241 in total), that must be
achieved not just in global and national level but
subnational levels too. This scalable system invites
the local governance to play a very important role
to achieve those goals in local level and meantime
to contribute in national and global levels. All goals
contain targets that can be localized. Despite that,
the eleventh goal on Sustainable Development is
a stand-alone goal totally dedicated on making
Cities and Human Settlements inclusive, safe and
sustainable.
The Global Taskforce of Local and Regional
Governments, UNDP and UN Habitat have

collaborated to draw up a roadmap for localizing
the SDGs2 as a support for local government to
deliver the 2030 Agenda. What the road map mean
with “Localization” is the relation on how local and
regional governments can support the achievement
of the SDGs through action from the bottom up and
also shows how the SDGs can provide a framework
for local development policy.
In each goal there are several relevant targets for
local government; so for being more concrete, 92
SDG targets (54 %) are tied to local government.
SDG11 targets are fully linked (100 %) with
local government that is why this article pays
special attention to SDG11 and the advantages
of utilizing geospatial analysis to support the
implementation of the Sustainable Development
Goals, by facilitating the link that exists between
sustainability policies and urban-planning
practices.

2. ALBANIAN PROGRESS ON
SDGs AND THE PROCESS OF
LOCALIZING THEM
The Voluntary National Review3 for Albania is
a self-evaluation document that emphases the
Albanian progress on implementing SDGs for the
period 2015–2017. It marks initiatives undertaken
and shows the progress that Albania has made
towards SDGs. SDG Baseline Report represents an
actual image of the progress. The results of report
indicate that 140 SDG targets or 83 percent4, are
directly linked to a specific component of main
backbones of National Strategy for Development
and Integration 2015–2020.
Albania’s Baseline Report on SDGs indicates that
Goal 11 is 59 percent aligned with the national
policies, particularly with the fourth pillar of
National Strategy for Development and Integration.
In more details, out of 10 targets of Goal 11:
-One target is not applicable in Albania (11.c),
-Two targets are fully aligned (11.4, 11.a),
-Seven targets are partially aligned (11.1, 11.2,
11.3, 11.5, 11.6, 11.7, 11.b).
By the end of 2013, the Albanian government
started to compile the first draft of National Spatial
Plan 2030 through a cross-sectorial process

1 https://sustainabledevelopment.un.org
2 https://sustainabledevelopment.un.org/content/documents/commitments/818_11195_commitment_ROADMAP%20
LOCALIZING%20SDGS.pdf
3 https://sustainabledevelopment.un.org/content/documents/20257ALBANIA_VNR_2018_FINAL2.pdf
4 Albania Baseline Report on the Sustainable Development Goals, January 2018, p. 26.
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involving wide range of actors, at all levels of
governance. The government is playing a crucial
and very helpful role by initiating new integrated
planning instruments and implementing the
supporting policies. The National Spatial Plan was
put in place by government in December 2016 with
a direct contribution on Goal 11(Sustainable cities
and communities).
Drafting the National Monitoring Platform is the
next step into the implementation of the spatial
planning and development documents. This
platform will comprise a set of indicators grouped
into four main pillars:
• Social cohesion and quality of life;
• Integrated spatial development;
• Sustainable management of environmental
resources;
• Economic competitiveness and adaptability.
The level of Albanian government spending on the
Goal 11 based on treasury data of the Ministry of
Economy and Finance, has been 1.4 % for year
2015, 1.6 % for year 2016 and 3.4 % for year 2017 of
the budget designated for all SDG’s5.

3. WHY SDGS LOCALIZING IS
IMPORTANT?
A lesson learned from the Millennium Development
Goals was the expanding of the monitoring process
at a local level, localizing SDGs.
The term “Localizing” is used in the context of
subnational commitment to SDGs achievement
for the 2030 Agenda. Furthermore the process
includes: the process of setting the goals and
targets; determining the action needed to be
undertaken for implementation; using indicators to
measure and monitor progress done locally.
As we have emphasized already, the process of
localizing SDGs has an exchangeable contribution!
SDGs can provide a framework for local
development policies and the local governments,
on their turn, can support the achievement of the
SDGs.
Sustainable Development Goals have targets
directly related to the responsibilities of local
governments, particularly to their role in delivering
basic services. Equally important for local
government is identifying and building on synergies
5 Voluntary National Review on Sustainable Development Goals
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and links with national SDGs strategies as well as
to establish priorities related to the 92 local targets
of 17 SDGs.

4. DESCRIPTION OF
REASON WHY GOAL 11 IS
PARTICULARLY TREATED INTO
THE ARTICLE?
One of the elements of localizing process is
identification and prioritization of the local targets.
SDG11 is fully linked locally and will be a
fundamental part of the process of localizing
SDGs. The rest of the goals have targets which
are applicable only on regional level and upwards.
Implementation of SDG11 not only affects
exclusively the cities performance on services
offered and the quality of life, but is also the goal
that mostly affects local communities.

5. HOW URBAN PLANNING
IMPACT THE ACHIEVEMENT OF
SDG11?
Challenges faced over SDG11 implementation
are very similar to today’s common urban issues.
Below are mentioned some of them:
• Avoidance or mitigation of climate change effects
for making the city a healthier place to live in;
• Enable integrated and connected cities and
territories;
• Promotion of social inclusiveness;
• Protection of the things people love about the
place where they live like open space, natural
beauty, historic character, green space etc.;
• Incompatible development in historic areas;
• Reducing the limitation on housing choices or
unaffordable prices;
• Increase the number of transportation options;
• Creation of strategies on planning capacity etc.
Based on those similarities we found very strong
ties between actual issues of our communities
and the SDGs scope. It provides the required
guidance on urbanization and development to
improve communities’ life. A specific target of
SDG11, which is addressed with urban planning, is
11.3 – “By 2030, enhance inclusive and sustainable
urbanization and capacity for participatory,
integrated and sustainable human settlement
planning and management in all countries”.
What we consider as most basic roles of urban
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planning is addressing rapid urbanization as well
as sustainable urban development and climate
change.
To address sustainable urban development it is
needed to be undertaken several actions like:
- Developing cities without slums.
- Smart growth and transit-oriented development;
- Integrating land use;
- Integrating transportation;
- Strategic spatial planning;
- Strategic infrastructure planning;
- Integrating urban management and development
plans;
- Distributing power and water systems etc.
Actions above show the effort of a local government
on having the same typology, offering the same
and simultaneous services and facilities for all
neighbourhoods in the city. As a response to the
impact of above actions, urban areas need to take
two types of actions: mitigation and adaptation. The
land planned to be used is a key consideration in
all urban planning policies. Land dedicated to rural
usage (without services and which is not possible to
urbanize), urban land (urbanized and with services)
and land for expansion (land already earmarked to
be urbanized and provided with services) are the
most important differentiated areas; these can be
detailed with zoning, amenities and structures.

6. STATE THE FACILITIES THAT
GIS BRINGS IN THIS PROCESS
The definition of a GIS platform has changed
over time in response to the broad purposes
it is now used for. ESRI 2008 [1] “…integrates
hardware, software, and data for capturing,
managing, analysing, and displaying all forms of
geographically referenced information.”
As a system, GIS has different applications
integrated within a platform that facilitate the
whole process despite the user’s role. GIS allows
users firstly to create interactive queries, secondly
to analyse spatial information, and lastly, presents
the results of all these operations among all kind
of stakeholders for enhancing effective urban
planning and management, as well as efficiency
and transparency through geospatial analysis.
The GIS platform can help the visualization of data
gathered for SDGs and analysing which goal and/or
target has gone in the right direction and which one
hasn’t. GIS functionalities that help in this direction
are:
• Data Management;

• Analysis and Understanding;
• Enhanced Collaboration;
• Sustainable Design and Planning;
• Informed Decision-making;
• Online Mapping and Analysis.
ESRI 2018 [2] “With its movement to web and
cloud computing, and integration with real-time
information via the Internet of Things, GIS has
become a platform relevant to almost every human
endeavour—a nervous system of the planet. As our
world faces problems from expanding population,
loss of nature and pollution, GIS will play an
increasingly important role in how we understand
and address these issues and provide the means to
communicate solutions using a common language
of mapping”.
For all the reasons mentioned above, GIS has
an important role, if not the most important, to
uncover the meanings and insights from within
data by evolving and providing a whole new
framework of understanding.

7. CONCLUSIONS AND
RECOMMENDATION
This article emphasise the importance of
decentralization process on achievement of 2030
Agenda. The commitment of Albanian government
to the 2030 Agenda should be done in a close
collaboration with the local government, for two
main reasons:
• More than half of SDGs targets (92 from 169 or 54
%) are tied to local government
• SDG 11 is fully dedicated in making cities and
human settlements inclusive, safe, resilient and
sustainable.
The execution of exclusive competences defined
on Law No 139/2015, “On the Organization and
Functioning of Local Government” plays a crucial
role on the achievement of SDGs targets. So,
there is a matrix correlation between exclusive
competences of the municipalities and the ten
targets of SDG11. Every target can be achieved by
execution of one or some exclusive competences
while the execution of one exclusive competence
affects at least one of SDGs targets.
By studying that relationship between exclusive
competences and SDG11 targets we demonstrated
that urban planning affects almost all the
targets. That is why in the article we have chosen
the urban planning as an instrument to start
the implementation of SDG11 targets and
utilizing GIS as a tool to share information for
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planning, monitoring implementing, and tracking
accountability.
To having a more sustainable, resilient and smart
community it is important that the strategies
are translated into operational steps and those
operational steps into actions. Municipality of
Tirana actually has undertaken a number of actions
related to the urban planning which has had a
direct or indirect contribution on SDG11 targets
like:
• Increased the overall green spaces in the city;
• Increased the city’s tree canopy and creation of
Orbital Forest;
• Several unused spaces of the city are made more
attractive by converting them into green spaces and
equipping them with mobile facilities;
• Reducing air pollution by several car free days
within a year and turning a huge roundabout into a
pedestrian zone;
• Introducing the environmentally friendly buses
(green vehicles) and switching almost all taxis from
fuel based to electric via regulation and incentives;
• Redesigned mobility lanes to prioritize public
transport and non-fuel vehicles like bicycles and
constructed rumps to increase accessibility by
disabled people;
• Housing schemes as a mixture of social and
private housing offers in combination with public
facilities and green spaces as a commitment to
avoid ‘ghettoization’;
• “Polycentric Tirana Project”, has prioritized
polycentric urban structures by diversification and
complementary urban functions. This will allow the
decentralization and distribution of multi-modal
network schemas with well-connected and efficient
interchanges in nodes;
• Introducing multipurpose and climate-adaptable
buildings;
• The project of green building roofs, etc.
Despite the actions mentioned above we are
listing some suggestions that can be taken into
consideration by city councils in the future related
to urban planning.
•Web-GIS platform actually used for internal
purposes by Municipality of Tirana should be used
as platform for data sharing among all units and all
stakeholders in society;
• Industrial sites relocation to release space for
technological and green industries;
• Incorporate fiscal impact analysis in development
reviews;
• Use cluster development for transition from town
to countryside;
• Incentive schema for every actor that use
appropriate renewable equipment and green
building approaches;
• Foster strategic positioning of trees around
90

buildings;
• Give priority to public transport by removing
private cars from the main streets during certain
hours in the morning and evening;
• Better connection of residential areas with
related economic/business areas (for example
Tirana-Durrës highway) to allow all citizens to use
public transport to commute for work;
• Connect low-income with higher-income areas in
favour of development and social inclusion across
the city;
• Enforce policies that protect agricultural and
sensitive natural areas etc.
Sustainability is all about making better decisions!
Whether analysing potential development, enabling
better management, or just facing the today’s
common urban challenges, GIS has a vital role in
mapping a more sustainable future.
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Abstract
Sustainable development has become one of the
most important economic topics because of its
comprehensive content and the fact that takes
into account the future impact of every action.
The measurement of sustainable development
is useful to determine the progress of countries
and to improve policy-making, but still there
is not a unified method to measure it. This
article is descriptive and methodological. In
the article are presented the alternative ways
of sustainable development measurement, the
international determined objectives that must
be reached to have sustainable development
and the indicators that statistical offices have
to estimate. Furthermore, there are presented
the indicators that are measured in Albania in
the function of sustainable development, noting
their compliance with the methodology set by
international organizations.
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1. INTRODUCTION
Development comes as a result of the current
economic or social needs that society have, but
while focusing in current needs it is not given
enough attention to the long run impact of
decisions. The consequences of these development
practices are present in various forms, from
the financial crisis that countries may face, to
climate change and dependence on the use of
non-renewable energy sources. To avoid negative
consequences in the future, it is advisable to
develop more sustainable development oriented
policies.
According to the WCED, sustainable development
is “development that meets the needs of the
present without compromising the ability of
future generations to meet their own needs.”
Consequently, the concept of sustainability is
formulated as follows: Sustainability means
managing social, economic, scientific and
ecological resources in the way that the system
remains equilibrated in space and in time (WCED,
1987).
The necessity for obtaining information on
sustainable development belongs to all levels of
decision-makers, from local ones to international
ones (Ortrud, 2012). The involvement of
governments in this process, leads to easier
coordination of sustainable development efforts.
Globalization has increased the interdependence
of countries and this brings the necessity to
coordinate the sustainable development policies at
the regional, national and international level.

2. BEYOND GDP
Gross Domestic Product (GDP) is considered
to be one of the most important indicators of
measurement and comparison of the economic
performance of the countries. However, the
traditional economic growth model of per capita
income or GDP is not the only way to properly
measure sustainable development. The reason
behind this is that economic inequalities and
situations where the poor become poorer in spite
of GDP growth can be overcome (UN, 2008). To
measure the elements of sustainable development
different approaches that complement or offer
alternatives to GDP have been undertaken. Some of
them are mentioned below.
The Genuine Progress Indicator (GPI) measures the
well-being of a country based on various economic,
social and environmental indicators. This index

considers everything that is counted in GDP and
also adds other indicators that represent the cost
of negative effects of the activity. So combines the
positive and negative economic growth outcomes to
examine whether or not there is a benefit in total.
(Kubiszewski, 2013)
The formula for GPI estimation is:
GPI =Cadadj +Gndnd +W – D – E − N
where:
Cad j = personal consumption expenditures
Gnd = government expenditures, excluding
defensive ones (such as street and highway costs)
W = non-monetary contributions to welfare (such
as the value of housework)
D = defensive private spending
E = costs of environmental degradation
N = depreciation of natural resources
The Human Development Index (HDI) was created
to emphasize that the main standard for assessing
a country’s development must be its people and
skills, not just the economic growth indicators.
This index focuses on three key elements: long
and healthy life, education and standard of living.
HDI is a statistical indicator that determines the
lowest (0) and highest (1) development limit, as
well as the position of a country between these
two boundaries. The development of a country is
classified as high when the HDI receives values
above 0.8, average between 0.5-0.8 and low when
lower than 0.5 (UNDP, 1999). Calculation of HDI is
based on three separate indicators for each of the
three dimensions. These dimensional indicators
(one for a long and healthy life, one for knowledge
and one for a good standard of living) are then used
to calculate the global HDI. The formula to estimate
HDI is:
HDI = (life expectancy index + education index +
lifestyle index) / 3 (UNDP, 2015).
Green GDP focuses on environmental sustainability
and adjusts GDP to take into account the
environmental costs of economic activity. GDP is
based on the market value of goods and services
and thus does not consider the things that are not
bought and sold in market, such as unpolluted air.
Therefore, the Green GDP indicator is considered
as a traditional indicator of GDP, subtracting the
cost of natural resource consumption and the cost
of misuse of the environment (Tomić & Škare,
2017).
The Happy Planet Index (HPI) combines four
elements to show how efficiently the environmental
resources are used, to achieve a long and happy
life. The formula for calculating this index is:
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HPI = (welfare + life expectancy + income inequality)
/ ecological footprint. (Happy Planet Index, 2016)

women in wage employment internet usage rate,
fix and mobile phones usage, gross domestic
expenditure on R&D, tourism contribution to GDP.

3.SUSTAINABLE
DEVELOPMENT INDICATORS

Global economic partnership, with indicators:
Current account deficit as percentage of GDP,
share of imports from developing and least
developed countries, average tariff barriers
imposed on exports from developing and least
developed countries, foreign direct investment,
remittances.

Sustainable development is not measured by
a specified formula, so its estimation is based
on indicators. The Sustainable Development
Commission has set out an extensive list of
indicators highlighting its multidimensional
character (economic development, social
development and environmental protection).
Sustainable development indicators are welldefined in Agenda 21 (UNCED, 1992). Although later
editions may not follow the same structure with
Agenda 21, the indicators are directly or indirectly
related to it. These indicators are important
for monitoring the development of countries at
national level, as well as in their international
commitments and objectives. Below are briefly
presented all themes and indicators of sustainable
development based on United Nations guidelines
and methodologies (UN, 2007).
Poverty, with indicators: proportion of population
living below national poverty line, ratio of share
in national income, share of households without
electricity access, proportion of urban population
living in slums.
Governance, with indicators: Corruption
(percentage of population having paid bribes),
crime (number of intentional homicides per
100,000 population).
Health, with indicators: Under-five mortality rate,
life expectancy at birth, percentage of population
with access to primary health care facilities,
immunization against infectious childhood
diseases, morbidity of major diseases such as HIV/
AIDS, malaria, tuberculosis, prevalence of tobacco
use, suicide rate.
Education, with indicators: Net enrolment ratio
in primary education, adult secondary (tertiary)
schooling attainment level, lifelong learning, adult
literacy rate.
Biodiversity, measured by the indicators of natural
ecosystems and species.
Economic development, with indicators: Gross
Domestic Product per capita, investment share
in GDP, gross savings, inflation rate, public debt,
employment rate, labour productivity, share of
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Demographics, with indicators: Population growth
rate, fertility rate, ratio of local residents to tourists
in major tourist regions.
Natural hazards, with indicators: Percentage of
population living in hazard prone areas, human and
economic loss due to natural disasters.
Atmosphere, with indicators: Emissions of
greenhouse gases, consumption of ozone depleting
substances, ambient concentration of air pollutants
in urban areas.
Land, with indicators: Land use change, land
degradation, land affected by desertification, use
of agricultural pesticides, proportion of land area
covered by forests, area of forest under sustainable
forest management.
Oceans, seas and coasts, with indicators:
Percentage of total population living in coastal
areas, bathing water quality, proportion of fish
stocks within safe biological limits, proportion
of marine area protected, area of coral reef
ecosystems.
Freshwater, with indicators: Proportion of total
water resources used, water use intensity by
economic activity, water quality. (UN, 2007)

4. SDGs AND INDICATORS
MEASURED IN ALBANIA
The Sustainable Development Goals (SDGs) are
a set of 17 global goals, developed through an
intensive inclusive process and globally accepted
by all governments. The SDGs are a continuation of
Millennium Development Goals (MDGs), expanding
the challenges that must be solved to eliminate
poverty and embracing a wide range of topics
related with sustainable development (UN, 2018).
These goals aim to end poverty and hunger, achieve
food security, and promote sustainable agriculture,
in order to ensure healthy life and well-being for
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all ages. Qualitative education and empowerment
of women are among the most important goals.
Priority has also been given to water management,
access to energy sources, infrastructure and
innovation, reduction of inequalities, global
cooperation and peacekeeping.
Countries determine the indicators that they
chose to estimate based on national needs, data
availability and data relevance. In Albania, the main
source of data collection and measurement of
these indicators is Albanian Institute of Statistics
(INSTAT). INSTAT refers to the internationally
accepted SDG monitoring framework in order
to report the latest information for all indicators
currently being monitored in the country. The data
collected and published by INSTAT in most cases
meets the requirements of the UN methodology
(UN, 2018). INSTAT publishes a considerable
number of the indicators used to measure
sustainable development. Concerning alignment,
34.8 % of these indicators are fully aligned with the
required methodology, 42.2 % are partially aligned,
11 % are not aligned and 12 % are not relevant for
our country (Baseline Report, 2018). The indicators
estimated for each objective are shown in Table 1.
Table 1: Indicators estimated by INSTAT

SDGs

Indicators estimated by INSTAT

End poverty in all its forms
everywhere

-Poverty and inequality indicators
-Families with economic assistance
-Pensions
- Access to basic needs by economic status

Ensure healthy lives and promote
well-being for all at all ages

Ensure inclusive and equitable quality
education and promote lifelong
learning opportunities for all

- Maternal mortality ratio
-Proportion of births attended by skilled health personnel
- Maternal mortality
-Incidence rate of infection diseases (HIV/AIDS,
tuberculosis)
- Road traffic deaths rate
- Adolescent birth rate
-Educational attainment
-Number of students by ISCED level of education
-Tertiary education graduates in mathematics, science and
technology
-Percentage of schools with access to electricity, sanitation
and other similar services

Achieve gender equality and empower
all women and girls

-Proportion of seats held by women in national parliament

Ensure access to affordable, reliable,
sustainable and modern energy for all

-Percentage of population with electricity access
-Primary energy production (share of coal and lignite, oil
and natural gas, other)

Promote sustained, inclusive and
sustainable economic growth, full and
productive employment and decent

- GDP per capita at current market prices
- Employment rate (by gender; by age group)
- Employment by economic activity
- Average monthly wage and salary per employee by
economic activities
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-Percentage of schools with access to electricity, sanitation
and other similar services
Achieve gender equality and empower
all women and girls

-Proportion of seats held by women in national parliament

Ensure access to affordable, reliable,
sustainable and modern energy for all
SDGs

-Percentage of population with electricity access
-Primary energy production (share of coal and lignite, oil
and naturalestimated
gas, other)by INSTAT
Indicators
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End
poverty
in all itsinclusive
forms and
Promote
sustained,
everywhere
sustainable economic growth, full and
productive employment and decent
work for all
Ensure healthy lives and promote
well-being for all at all ages
Build resilient infrastructure, promote
inclusive and sustainable
industrialization
innovation
Ensure inclusive and
and foster
equitable
quality
education and promote lifelong
learning opportunities for all
Protect, restore and promote
sustainable use of terrestrial
Achieve
gender
equality and
empower
ecosystems,
sustainably
manage
all
women
and girls
forests,
combat
desertification, and
halt and reverse land degradation and
Ensure
access toloss
affordable, reliable,
halt biodiversity
sustainable and modern energy for all

- GDP perand
capita
at current
market prices
-Poverty
inequality
indicators
- Employment
(by gender;
by age group)
-Families
with rate
economic
assistance
--Pensions
Employment by economic activity
Averagetomonthly
wageby
and
salary per
employee by
- Access
basic needs
economic
status
economic activities
--Unemployment
Maternal mortality
rateratio
(by gender; youth unemployment by
-Proportion
of births attended by skilled health personnel
gender)
--Employment
Maternal mortality
by economic activity (Agriculture, Industry
-Incidence
rate
of Services)
infection diseases (HIV/AIDS,
and construction,
tuberculosis)
-Length
of main
transport
- Road traffic
deaths
rate networks
- Road
and railway
network density
Adolescent
birth rate
- Inland and sea freight transport
-Educational
attainment
- Mobile phone
subscriptions
-Number
of students
by ISCED level of education
- Fixed telephone
lines
-Tertiary
education
mathematics, science and
- Enterprises
havinggraduates
access to in
internet
technology
- Internet use by individuals
-Percentage of schools with access to electricity, sanitation
-and
Proportion
of land
area covered by forest
other similar
services
-Endangered species
-Proportion of seats held by women in national parliament
-Percentage of population with electricity access
-Primary energy production (share of coal and lignite, oil
and natural gas, other)

GDP per capita at current market prices
These indicators help to monitor the progress- of
Employment rate (by gender; by age group)
the development of each objective at national level
sustained,
inclusive
and
Promote
Employment by economic activity
and further comparison at the international level.
economic
growth,
full
and
sustainable
Average monthly wage and salary per employee by
Also, the indicators are in function of policy-making
employment
and
decent
productive
economic
activities
process to achieve sustainable economic, social
for all
work
-Unemployment rate (by gender; youth unemployment by
and
environmental
development.
gender)
-Employment by economic activity (Agriculture, Industry
and construction, Services)

5. CONCLUSION

At the end of the article is concluded that
-Length of main transport networks
sustainable development can be measured in
- Road and railway network density
different
methods,
beyond the traditional
of
Build resilient
infrastructure,
promotemodel
Inland and sea freight transport
GDP. Among them are the HDI index, the GPI index,
inclusive and sustainable
the Happy Planet index and Green GDP, which- Mobile phone subscriptions
industrialization and foster innovation
Fixed telephone lines
estimate the development in economic, social- and
Enterprises having access to internet
environmental aspect.
- Internet use by individuals
In order to have a more accurate estimation of
Protect, restore
and promote
sustainable
development
it is defined a list of - Proportion of land area covered by forest
sustainable
use
of
terrestrial
-Endangered species
indicators, which are grouped according to different
ecosystems,
sustainably
manage
themes. These indicators are also evaluated in
combat
forests,
our
country,
wheredesertification,
the main sourceand
of data and
measurement
is theland
Institute
of Statistics.
degradation
and Most of
halt and reverse
the
data
collected and
biodiversity
losspublished by the Institute
halt
of Statistics is aligned with the requirements
of the methodology defined by international
organizations.
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