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Abstract

The economic literature, referred to the economies in transition, is a testimony of a connection cause-effect between Foreign Direct Investment (FDI) and economic growth. When we speak about the significance of FDI-s, for the transition economies of Southeastern Europe, we mainly think of two important effects of FDI: effect on economic growth and effect on export performances. Both economic features (grwoth and export performance) are important for the transition economies in sense of European Union (EU) accession propspect. The experience of Central European Countries, now member of EU, shows that FDI inflows from EU countries were indicator of country’s reform progress. 

During the process of Albanian integration in EU, FDI are a more important issue. It is still to be done to promote the potential investors to make them consider Albania as a destination for their investments and for more advantages that our country offers. In this paper it is given a general view of Albanian situation in FDI and they are introduced some directions to make Albania an attractive which should consist in: reduction of the administrative barriers, which besides its positive effects in investment clime will increase the efficiency of public administration, telling the world that Albania is a good country to invest in. 

Albanians should not only have very good laws, but they have to try to implement and respect the law and the property rights against the corruption and informality. Only in this way the foreign investors will trust their money in investments at our country. 

Empirical study shows that the more FDI in Albania, the bigger economic growth, and in this way and shorter the economical distance between Albania and EU. 

As it is already proven empirically there is a big variability of coefficient of determination and there is no significant statistical relationship between influxes of FDI and growth rates of South East European Countries.  

What governments should do to promote FDI, is directly connected with   efforts to increase the efficiency of state institutions, simplify of the administrative practices, the creation of a stable regime, and everything else to low down costs of investments. 

INTRODUCTION

 When it is the word for the importance of the Foreign Direct Investments (FDI) for the transition economies, everybody thinks on the main effect that FDI have on the economic development of a country. 

Based on the foreign investitures point of view, every country is considered to be a proper one for them, if the earning in return of their investments is guaranteed and when there is a low political and financial risk.  

Investitures are looking for a legal framework which assures them the right of ownership, without discrimination and in low taxes, a place with a high level of security, no corruption and a political stability. The main interest for all the regional countries, but especially for western Balkan countries, is to increase green field investments compared with privatization of state owned companies.

Albania is going through its own path towards process of integration in EU, and is trying to increase FDI inflows, this is a challenge and of course there are some non favorable factors affecting this process. All the efforts of every actor included in this process should be concentrated in composing and implementation of a policy which should be first of all an effective one in promoting FDI, in increasing the efficiency of the institutions, simplifying of the administrative practices, setting up of a stable fiscal regime, in order to low down in overall the cost of an investment. 

In this point of view, it is above all, the Government’s responsibility to compose and to implement a legal, regulatory and institutional framework.

1. WHAT IS FOREIGN DIRECT INVESTMENT IN ECONOMIC THEORY?

International equity flows and loans are the main feature of the recent globalization of capital markets both in developing and in developed economies. These flows take two major forms: Foreign Direct Investments (FDI) and Foreign Portfolio Investments (FPI). 

The two main definitions of FDI are given in the Balance of Payments Manual: Fifth Edition (BPM5) (Washington, D.C., International Monetary Fund, 1993) and the Detailed Benchmark Definition of Foreign Direct Investment: Third Edition (BD3) (Paris, Organisation for Economic Co-operation and Development, 1996). In accordance with the BPM5, FDI refers to an investment, which is made to acquire lasting interest in enterprises operating outside of the economy of the investor. 

In other words, the basic distinguish between the FDI and FPI is that in cases of FDI is that the investor’s purpose is to gain an effective voice in the management of the enterprise. Thus, the foreign entity or group of associated entities that makes the investment is termed the "direct investor". The unincorporated or incorporated enterprise - a branch or subsidiary, respectively, in which direct investment is made - is referred to as a "direct investment enterprise". Some degree of equity ownership is almost always considered to be associated with an effective voice in the management of an enterprise; the BPM5 suggests a threshold of 10 per cent of equity ownership to qualify an investor as a foreign direct investor. However, if we take Malaysia as an example, the foreign controlled companies are those in which non-residents hold more than 50 percent of the equity capital.

Another example is New Zealand – the percentage of shares or voting rights, which are classified to be the FDI, is 25%.  

Meanwhile there are some countries which have not any limit in identifying a Foreign Direct Investment, but they call FDI every foreign investment at any size, as it is the case of Albania.  To conclude on this issue, it is important to point out the fact that a characteristic of an FDI is not only the goal it has to assure some profits, but as well to gain an effective voice in the management of the enterprise.  

2. EFFECTS OF FOREIGN DIRECT INVESTMENT IN ECONOMICAL DEVELOPMENT OF THE COUNTRY 

For each economy, which is in the process of integration, as it is Albanian case, FDI have the potential to generate employment, increase productivity and exports, to transfer capacities and technology; and to contribute in the long term economic development of the country. Speaking in particular for Albania, FDI can improve and enforce the economic performance in three ways:  

1. They can contribute directly in accumulation of the capital, softening in this way the consequences which born as a result of a low level of national savings and limited financial budgets

2. They can stimulate the progress in restructuring of the enterprises, increasing in this way the productivity and the performance of the exports, and lowering the trade deficit. 

3. They can assure technological and organizational advantages for foreign and domestic firms 

FDI affect as well the behavior of the domestic enterprise toward market. In Albania it is achieved through simulation of a greater competitiveness, enforcing in this way the domestic enterprises to have high standards and a more credible performance in national and international market

Economic theory defines some effects of FDI, whose results is the economic development of the host country: 

· FDI is a form of import of capital- In this way the domestic investment can be greater than the import of capital, and this must increase the economic growth rate. But lately, being in the globalization time and in the process of EU integration, there some changes on this:
  
Firstly: Import of capital can truly increase the rate of investment, or it is present the risk of leaving out or substituting of the domestic savings, which now can be translated in correct expenditure? This would create possibilities for high level of standard living in developing countries. 

Secondly: A greater rate of investments will result definitely in a more quick increase of economic increase; with other words in economical development; the economical development is the result not only to the level of investment but as well to their efficiency

· Foreign capital import (through FDI or anther forms of investments) make possible the financing of the deficit of current. This allows time for a country to make the necessary structural transforms. The reconstruction of the economy is very well connected with the economical development (increase/decrease), unemployment rate, and social situation act. There are all this elements which are affected by FDI, but in the same time there are economical parameters which encourage/discourage the foreign investitures to invest in these countries or not.

· Establishment of new branch of foreign enterprise contributes in the increase of the level of competitiveness.  This improves the consumers’ choices, encourage the domestic producers “to play the game with the market’s rules” in a more active way, through out structuring the costs, improvement of the quality, notations act. But for developing countries which are in the process of EU integration, as Albania is, it is present the risk that the foreign enterprises may destroy domestic inefficient enterprises. This may cause economical and social short term problems for the host country. 

· FDI represent a very important channel of transferring of the contemporary technology and in increasing of the level of employment. The technological level growth in the domestic sector through FDI may be transmitted at the other part of the domestic economy through chain effect. 
3. FACTORS THAT DO (NOT) ATTRACT FOREIGN DIRECT INVESTMENTS IN ALBANIA 

FDI inflows in a country depend on a lot of factors as: the power of demand, profits capacity, openness and integration of the market, the financial sector development, credits capacity of the country, investment and political risk, privatization, political and social stability, social situation, legal system , fiscal system, customs system ect. 

The transition development, the process of economical integration of Albania in EU, the process of privatization during years, creates new opportunities for foreign investors, who after 1990 have invested FDI in a lot of sectors: 

      3.1 Main factors which makes Albania an attractive country for FDI  are: 

1)  Assignment of Stabilization and Association Agreement and the development of the integration process:   Around 90% of the Albanian exports are designated toward EU markets. We shall keep in mind that the export index is a very important factor for the economical growth. 
2) Assignment of the Free Trade Agreement with the Balkan’s countries. Albania has assigned FTA with all the Balkan countries. Investors can produce in Albania in order to export their products in 50 million markets in Balkan and in EU. 
3)  Low cot of work. Albania offers low payments for the employment forces comparing with other regional countries. The social security level, which is considered as a cost for Albania is the lowest in the region and it is only 30.7% of the gross salary. 
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Source: National Statistics 2005-2006
4) Qualified and flexible labor power: Labor power in Albania is composed by more than 2 million people, and its median age is lower than the European standards, only 29 years old; compared with the median age of 40 years old in Italy. A good part of the persons with the age under 40 years old, speak 2 foreign languages, and a lot of them have studied in western universities. The unemployment rate of 15%, shows that there is a market labor in the country, meanwhile there are a lot of graduated students in social sciences, business and legal affairs 

5)  Foreign languages knowledge’s. The majority of Albanians learn Italian or Greek since they are children. The new Generation learns English, which is the first international language taught in the Albanian education system. 
6)  Albania has great natural resources; which must and can be used by foreign investors, mainly in the field of mineral industry and oil one.

Promoting the FDI, the role of Government is a primary, especially in the composement of  a legal, institutional and regulatory framework. The decision which increase teh effectiveness of  the incorgaement of teh FDI is the increase of the efficiency of the institutions, simplyfing the administrative procedures, the creation of a stable fiscal regime, all this decisions can reduce the cost of investments 

In Albania, FDI have not known yet an increase in quantity or quality point of view. And we are still far away from the regional countries on this issue. For Albania, the FDI inflow to GDP, is 3.6 % and for the year 2005, they are 224 mln Euro(1)). Even for 2006, FDI comes mainly as the consequence of privatization procces.
3.2 Main factors which do not favorize FDI in Albania are :

a) Small local markets. Foreign investors are mainly attacted by big markets, which offer more profits. So the small Albanian domestic market is a limited factor toward attarcting FDI

b)  Privatization and restructuring of the companies. Process of privatization has contributed in the process of FDI, but during last years there is a sign of apathy in implementing this process, even though the privatization of ALBTELECOM, is suffering from transparency and it is still an issue under investigation. It is still dragging out the privatization of INSIG and it must be taken in consideration even the privatization of the distributive enterprises of electricity. Actually, the major part of FDI in Albania is focused in service field: (bank system, telephone, and insurance company)  

c) Endless process of privatization. Process of transition of Albania is not very much comfortable for foreign investors, due to the gap of formal adopted legal rules and incapability of public   institutions in implementing them, as a very important precondition to be integrated in EU.  

d)  Administrative barriers. Administrative barriers, such as customs procedures, ownership rights, abuses in the taxation system, are obstacles for attacting FDI, becasoe they increase the costs od seettlening up and management of an enteprise in Albania. 
e)  Problems in finding of industrial areas.  Such factors are very much connected with the system of the right of ownership, the not finished yet process of decentralization, difficulties in finding a  properties which belongs to a legal owner, asking for the perdition to build factories, offices, a which is a financially and timely very expensive process, insecurity because of unstable political system etc.  

____________________________________________________________________________

(1) www.albinvest.gov.al

f)  Labor legislation and its informal market. Foreign investors are very much interested to invest in countries, which have a flexible legislation of labor, especially for hiring and firing the workers. As it refers to Albania, foreign investors are attracted to the little payment of labor (salary), but it is the risk that the working labor force is not very productive due to the lack of mobility of workers. 

g) Governmental policies in promoting FDI. ALBINVEST is functionin as an promoting agency for FDI, whose activity during these 2.5 five last years is concentrated at the Governmental initiative “Albania 1 Euro”  This initiative is still not clear to Albanian, there is a lack of transparency in achievements and objectives, and  there is not identified yet an effect of this initiative

e) Corruption, organized crime and informality. Corruption is defined as misapplication of the public power to assure private profits. Based on the results of International Transparency 2007, Albania has a high corruption index. Corruption and informality leads to a failure of a country integrity, to unsecured democratic system, has negative impacts in incensement of the cost of the Albanian economy, distort market competitiveness, it generates monopoles, eliminate normal functioning of the market tools, and it result is a “poor” allocation of funds, loss of state legitimacy, and decrease of foreign investors faith, which is reflected at low level of FDI inflows In Albania

f)  Weak legal state. Albania is suffering by a fragile and weak legal system, where the politics is present at the juridical system; the courts are not independent and are not still capable to efficiently act.  

l) Problems in supplying of water and electricity.. Energetically and Water Cries in Albania, makes a very important obstacle of FDI inflows in country. 

m) An example of a contradictory legal logic is the tax on revenues of 10%, parallelized with an unreasonable increase of contributes of reference and the unreasonable increase of the referent salary over which this tax is applied. This is typically “a Balkan trick” but this time on you.  
k)  There is a lack of a legally based system to mattract and to mange FDI; menwhile there is a very old law on FDI   till 1994. 

In general a foreign investor invests at countries which are distinguished for a political stability, for successful implementation of the ownership rights, where there is a strong applicable legal system, and a very weak corruption one. As all we mention, Albania is still away from being attractive in FDI.  

4. FOREIGN DIRECT INVESTMENT IN ALBANIA AND IN SOUTH EAST EUROPE 
FDI inflows in SEE countries during 2005, were 10.5 billion Euro, or 20% less than in 2004. Croatia, Romania, Montenegro as well as Serbia have gone through an increase in FDI inflows, while for other countries FDI inflows have gone through a decreased trend. 

Table 1: FDI- in South East European Countries 

	Countries
	2001
	2002
	2003
	2004
	2005
	2006
	FDI/person (Euro) 2005

	Albania
	232
	144
	159
	279
	224
	260
	67

	Bosnie & Herzegovina
	133
	282
	338
	489
	240
	*300
	62

	Bulgari
	903
	980
	1,851
	2,727
	1,789
	*2,000
	231

	Croacia
	1,503
	1,195
	1,788
	989
	1,328
	*1,500
	299

	Macedoni
	493
	83
	84
	126
	80
	*100
	39

	Romania
	1,294
	1,212
	1,946
	5,183
	5,197
	*8,000
	240

	Serbi 
	184
	504
	1,204
	777
	1,196
	*1,000
	161

	Monte Negro
	11
	89
	39
	51
	375
	*200
	595

	All SEE Countries
	4,752
	4,496
	7,407
	10,612
	10,414
	*13,300
	205


Source: www.wiiw.ac.at   *foreseen

Main characteristic of FDI in SEE countries is that they are in small amount and are not permanent. They are also concentrated in countries like: Croatia, Bulgaria, and Romania. While for Albania, Macedonia, Serbia and Montenegro FDI inflows are in small percentage compared with other countries in the region. 

SEE countries are characterized by a small value of FDI per person. For Albania this figure is between 12.5 Euro/person to 67 Euro/person. Even it is obvious that the figure is increased; it is still lower than the rhythm of FDI increase in other developed Countries of Central Europe
Another important characteristic of FDI inflows in SEE countries is that they are due to privatization of ex-state owned companies, and in very few cases they are pure “green field investment” 

SEE countries are not very much attractive for foreign investors because of their small national and regional markets, with weak infrastructure and with an obscure prospect toward EU integration. This is the reason why after year 2000, when Croatia, Bulgaria and Romania came close up to EU, the FDI trend for these countries became positively sloped. 

4.1 An overview of FDI inflows in Albania 

 As per regard to Albania, FDI play an important role in covering the fiscal and current account deficit. These kinds of investments promote transfer of technology, they increase the opportunities of employment as well as they help in integration of domestic markets toward foreign ones.  In 2006, Albanian FDI inflows were 260 million Euros or 0% more than in 2005. This is the figure without including the contribution from strategically privatizations. 

Table 2: FDI distribution in sectors 2004-2006 (in mil USD)

	Sectors
	2004
	2005
	2006

	
	Value
	%
	Value
	%
	Value
	%

	Industry
	35
	10.7
	70
	25.3
	130
	32.5

	Transport
	40
	12.3
	55
	20
	30
	7.5

	Telecommunication.
	100
	30.7
	40
	14.5
	140
	35.0

	Services
	135
	41.5
	40
	14.5
	47
	11.8

	Others
	15
	4.8
	71
	25.7
	53
	13.2

	Total
	325
	100.0
	276
	100.0
	400
	100.0


Source: Ministry of Economy, Trade and Energy (METE)     

Graf 2: FDI (in mil Euro) 
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     Source: Bank of Albania, Annual report 2006

Over 1,000 foreign companies have their investments in Albania. They are from Italy, Germany, Austria, Turkey, England, USA ect. During 1998-2007, Albanian Governments has signed a lot of agreements with other countries to stimulate FDI inflows, as with: Ukraine, Macedonia, Slovenia, USA, Turkey, Austria, Suedia, England, Holland, Malajzi, Romania, Croatia, Bulgaria, Tunisia, Switzerland ect 

Table 3: Main Investitors in Albania (2000-2007)
	Company Name
	Place
	Sector

	Petroleum Bankers
	Kanada
	Oil and Gas production

	Darfo
	Itli
	Mines

	AMC
	Greqi
	Telekomunication

	Kurum
	Turqi
	Metalurgy

	Vodafon
	Greqi
	Telekomunication

	Edil Centro
	Itali
	Production

	Lockheed Martin
	SHBA
	Telekomunicatione

	Raiffeisen Bank
	Austri
	Bank

	Airport Partners (Hotchtief)
	Gjermani
	Infrastructure

	Alumil
	Greqi
	Production


Source: Ministry of Economy, Trade and Energy (METE)

According to the origin of FDI inflows in Albania, the most dominant countries of origin are Italy and Greece, more precisely: 51 % of the enterprises direct investments are with co-investment with foreign Italian capital and 24% with foreign Greek capital. While the third place belongs to Turkey capital present in Albania (4%) and the fourth is American capital with 3%.  

Table 4. Main origin of foreign Capital (in thousands leke).
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Source: Bank of Albania
Table 5. FDI in Albanian region.
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Source: Bank of Albania

The main sector of attracting FDI inflows in Albania is the refined industry with 36 % of the stocks of FDI at the end of 2004, and with 45% of all the foreign enterprises. Within refined industry, more than 65% of FDI is concentrated in textile and clothing industry, food refinement, furniture ect. Refining industries, using technological tools (as medical, and drug, electrical machines and tools, and electronically ones) and those with capital usage (as oil industry, chemical tools act) belong to rest part of FDI. 

Communication sector represents around 33 % of the foreign capital stock at the end of 2004. Privatization during 2000- 2001 have attracted potential investors in this field. After this, the foreign capital in this sector has had a positive trend, in the aspect of established capital of the companies; of reinvestment of the revenues as well as in investments during financial year.  

It is in a great interest to look over empirical assesment:

4.2 Correlation between FDI and growth rate of economy 

Per each studied SEE country, it is calculated how FDI and growth rate of economy are correlated. Theoritically, It does exist a strong positive correlation between these two variables, but based on the following data (table 6, table 7, and table 8), and on the calculated determination coefficient and Person one, we can understand that there is a variability of these coefficients as they regard to different countries.  We can even conclude that there is no important statistical relation between FDI and growth rate economy (coenfidence 95%) 

Tabel 6: FDI 1998-2006 (mil $)

	              Countries
	1998 
	1999 
	2000 
	2001 
	2002 
	2003 
	2004
	2005

	Albania
	45 
	41 
	143 
	207 
	135 
	178 
	325
	276

	Bosnia &Herzegovina 
	100 
	90 
	146 
	118 
	268 
	38 
	
	

	Bulgaria 
	537 
	802 
	1,001 
	813 
	904 
	1,419 
	
	

	Croatia 
	835 
	1,420 
	1,089 
	1,558 
	1,124 
	1,998 
	
	

	 Macedonia 
	128 
	32 
	174 
	441 
	77 
	94 
	
	

	Romania 
	2,040 
	1,025 
	1,037 
	1,157 
	1,144 
	1,844 
	
	

	Serbia & Monte Negro 
	113 
	112 
	25 
	165 
	475 
	1,360 
	
	

	Region
	3,798 
	3,522 
	3,616 
	4,461 
	4,128 
	7,276 
	
	


Source: Stanis, Nenad, Jankovic (2006) –“FDI an Attraction in process of accession in EU ”

Tabel 7: Economic Growth (%) 

	                       Countries
	1998 
	1999 
	2000 
	2001 
	2002 
	2003 
	2004 
	2005

	Albania
	8 
	7 
	7 
	8 
	5 
	6 
	6 
	5.6

	Bosnie & Herzegovina 
	-
	-
	6 
	4 
	4 
	3 
	5 
	

	Bulgaria 
	4 
	2 
	5 
	4 
	5 
	4 
	6 
	

	Croatia 
	3 
	0 
	3 
	4 
	5 
	4 
	4 
	

	 Macedonia 
	3 
	3 
	5 
	-5 
	1 
	3 
	3 
	

	Romania 
	-5 
	-3 
	1 
	5 
	4 
	5 
	8 
	

	Serbia & Montenefro
	3 
	-19 
	5 
	6 
	4 
	3 
	7 
	


Burimi: Stanis, Nenad, Jankovic (2006) –“FDI an Attraction in process of accession in EU”

Tabel 8: Empirical result :

	            Countries
	Pearson Coefficient
	Determination Coefficient 
	P- Value

	Albania
	-0.608 
	0.370 
	0.147

	Bosnia & Herzegovina 
	-0.193855153 
	0.03757 
	0.897

	Bulgaria 
	0.777423458 
	0.605
	*0.069

	Croatia 
	0.594574451 
	0.353518778 
	0.214

	              Macedonia 
	-0.369522669 
	0.136547003 
	0.472

	Romania 
	-0.268607186 
	0.07214982 
	0.607

	   Serbia & Montenegro
	0.315592792 
	0.09959881 
	0.542


* Statistica important on   α = 10%

Believing that every investment has its own impact on GDP a year later, it is tested that it is worthy to study the correlation between FDI of a certain year and the growth rate of economy of the successor year. This kind of procedure is very important to be followed in every statistical research dealing with FDI. In coenfidence of 90%, only for Bulgaria, it is empirically verified the theory that the growth of FDI is statistically affecting the increase of growth rate of economy (table 8).

RECCOMMANDATION and CONCLUSIONS

A. Kuadri INSTITUCIONAL: 

1. ALBINVEST is an Agency of Promoting Foreign Investments in Albania, but till now it has not have any important impact in attracting FDI inflows. And we think that this has happened mainly due to is own status: 

· Based on the experience of other countries, this Agency must have the necessary power. It must not be depending by the Ministry of Economy and Trade, as it is the situation in Albania, because in this way it has not the power over other ministries or agencies, as well as it has not enough credibility on private sector.  The Agency might be a sector which can be co-financed by the state budget and private sector; and it has to report directly at the Prime Minister or Prime Minister Office. 

· ALBINVEST should have a very wide board, which might be called Council of National Investment, composed by representatives by domestic enterprise (small, medium and big business), by foreign investors of different sectors present in Albania, representatives from central and local Government ect. 

· Albania should try to have a “one stop shop” Agency of Promoting FDI. For the moment it is not the case, because ALBINVES has not the competences and the power to do that. Only in this way, the procedures will be reduced eliminating the administrative barriers and delays of this type, and as the result more foreign investors present in the country.  This can be by creating a regular Tory system for the well functioning and competences of the Agency; but we should be very careful not to transform the initiative “one stop shop” in “one more shop”, which will be turned in obstacle for FDI inflows. 

· The Agency should be responsible not only for the initial phase, but it should take responsibility to follow up the investor and its investment, in order to help it to be adapted with the country. 

· We propose that promoting initiatives and strategies to be undertaken not only by the central Government but as well as by Local ones. A very close cooperation should be between all the actors:  the Agency, domestic and foreign business, central Government and local ones, in order to attract FDI inflows in all regions of Albania. We propose that a special position should be included in each municipality personnel structure, in order to let local Governments have direct connection with the National Agency of Promoting FDI 

· The National Agency should have close cooperation with other counterparty agencies of other countries, it should participate in the associations created but those agencies, and it should have its own representative in most important Albanian embassies in other countries, with potential to have FDI in Albania.
B. LEGAL AND PRACTICAL framework: 

1. It is of course Government’s obligation to create the proper macroeconomic conditions to attract FDI inflows in country, such as: inflation rate, interest rate, budget deficit, trade deficit, foreign loans, political stability ect. 

2. It should be solved for once and for ever the real estate property ownership issue in Albania. Foreign investors are afraid to invest in country because of one property may have many owenrs and an investment of this kind is destinated to fail. 

3. For the moment, there is in force a law of FDI which belongs to the year 1994, this law is expired now, because time is changed, and there is time to have a new progressive law. In fact, the experience of other countries in FDI, it should be perfect for Albania, a new law, especially for FDI.  But, the composition of a special law for FDI and another one for domestic investments should create the perception that the FDI are punished on some articles and in some other ones, they are the domestic investors who are punished

4. In this framework Albania should do some efforts to be member of the International Centre for the Settlement of Investment Disputes, and it should show up this membership in every promotion campaign for FDI inflows in Albania. 

5. Albania should make a lot of efforts not only in composing of proper law, but especially in implementing them. On this issue, legal system should be strengthen, and it should be respected the independence of judiciary system. 

6. The composition and the implementation of laws should be transparent. Each law and legal rule should be consulted with all interested groups (domestic and foreign business). The FDI law should be approved in both languages: in Albanian and in English, in order to be understood by foreign investors. 
7. Ex-chief of the Bank for Inter-American Development Mr. Hausmann, in FDI framework, reccomands: “If a foreign enterprise foresee a cries in the country and want to withdraw it money, it should borrow some loans within the country and either buy with this money some assets abroad, or pay the foreign debts”, follow up this recommendation, Albanian Government should offer some facilities in credits even for Foreign enterprises, which have invest in country. 
Financial incentives are divided in two groups 1. fiscal incentives, which means undertaking policies to change down the taxes levels for investments; 2. financial incentives; which means direct contributes from the Government (subsidies in capital or credits) It is proposed that Government should offer financing schemes as: common state grant or capital for those who undertake investments with high level of trade risk; governmental insurances with preferential rates; we even propose that this insurance should act as collaterals in second level banks to have facilities in case of applying for credits. 

8. It should be stressed that, being in a new era, FDI and trade should not be considered as substitution to each other, but they should be treated as issues which are determined by the same factors. If we tend a liberalization of the trade, the same policy should be follows even for the liberalization of FDI. We should keep in mind that Albanian domestic market is a small one and FDI will be orientated towards exports. 
9. In state monopoly case (as Albanian Elektro-Energitical Corporate), it should be substituted with the private initiative. So the privatization should be done on the same time with trade liberalization and as competitiveness policies; prohibited in this way the misuse of the monopolistic power, in order to increase the competitiveness. 
10. The process of privatization in Albania must be in that way that: the privatization contracts should specify the further investments that follow up the original purchase.. Change in ownership is often accompanied with additional investments in rationalization and modernization of the privatized enterprises. Privatization may come up with an increase in FDI on regulation bases, which means that the foreign investors should be asked to reinvest their profits for a certain period (some years). 
11. Empirical studies (Drensztein et al. 1999) in a regression relation between FDI and economic growth shows that there is no an important statistical relationship between these two variables.  But, when we include capital human variable and education, their relationship becomes statistical important. So, in this case we conclude that FDI contributes in economical growth only when there is enough absorbed capacity of the advanced technology in hosting country. The greater the education level of the labor force, the greater economical growth as a result of FDI. So the progress in education policies makes the FDI inflow result in an economical growth. The Albanian Government should induce companies to invest in technological researches, through incentives to eliminate the taxes and tariffs for scientific researches activities.  This policy is an opportunity for the undergraduate students to find a job, and lead Universities to a more oriented vision toward technology, inducing scientific research in certain fields. 
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As Albania is a small country having a small local market, FDI are oriented toward export. So, a very important issue is even the communication with the world; which can be done through a portal, air and road infrastructure. Albania is not only suffering from a poor infrastructure of this kind, but also it is very much expensive. Government should intrude to create an efficient transporting system, even because of the strategically location of Albania. 

Communication with the world is done even through phone lines. In SEE region, Albania is a country with the highest cost of telephonic service; and practicing a monopolistic service of fix telephony. 

Telephonic infrastructure is another field where the Governmental intervention is crucial to attract FDI inflows in Albania.

13. Another initiative we propose to Government is called: “Creation of the investment Clime”, through industrial parks (areas) (Turkey’s experience). It has to be established through a public private consortium and managed by the professional authority. Infrastructure’s financing and assuring of funds can come only from private sources. Council of Ministers can approve the establishment of Industrial Parks (areas)  (and then, people can buy and sell properties, people begin to build, the business activity has all the conditions to go on) The parks should be located at strategically points, next to ports, autostradas, ect; it should have a very good infrastructure, a very good energetically service, internet service “ Intelligent Zone”, unlimited supply of water; to be secured by fire, supplied with restaurants, environmental conditions, fiscal facilities; the personnel employed at these parks should be excluded by paying the taxes ect; they should have universities ect, ect. 

14. It is very important for Albania to have a real long term Strategy of Foreign Direct Investment each 5 years period; and based on this to compose a yearly FDI strategy.  This effort would help in enforcement of the activities of attracting FDI and in the monitoring of these activities.  In this framework, it should be identified which is “the product” that Albania offers in attracting FDI. National Competitive Advantage is a strategy that can help in realizing the objective.  Economical literature defines that no country can be competitive in all fields. Even if this country has not a competitive advantage, it should make efforts to specialize itself in creating it. Even though it has similarities with other countries, it is recommended to establish “a good name” or brand name”. It should be kept in mind, that different countries compete with each –other with their specialties and not with their similarities. 
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