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ȱ

 This paper provides information on Free Trade Agreements negotiated in Albania with other 
Balkan countries. According to the WTO agreement frameworks, individual countries can agree to 
lower custom tariffs and other trade barriers, in order to start up and keep service markets open. In 
this content, Albania is concluding free trade agreements with nine countries of the region, 
Macedonia, Croatia, Bosnia & Herzegovina, Romania, Bulgaria, Yugoslavia, Moldova, Turkey and 
Kosovo. This means free exchange of goods and services between these countries by better 
exploiting their competitive advantages. A big debate is open about these free trade agreements. 
Some argue that these trade agreements will negatively affect the Albanian products. Some others 
are concerned about the �illegal� intrusion of a greater amount of goods, and others say that this is 
an anti-Albanian policy. However, we see these trade agreements from the stimulant dimension 
point of view for the Albanian domestic production. Also, there is optimism regarding the wider 
trade, which involves approximately about 50 million consumers. This may lead to greater 
possibilities for increasing foreign investments and an increase in the economic stabilization of the 
region.  

 Free Trade Agreement, competitive advantage, product. 

ȱ

1. Brief overview of current trade performance  

Albaniaȱ hasȱ experiencedȱ aȱ tenȱ yearȱ periodȱ ofȱ transitionȱ characterizedȱ byȱ theȱ processȱ ofȱ
privatization,ȱ structuralȱ reformsȱandȱadoptionȱofȱaȱmarketȱorientedȱeconomicȱ system.ȱ Itȱnowȱ
facesȱ theȱ newȱ challengeȱ ofȱ increasingȱ itsȱ competitivenessȱ inȱ aȱ globalisedȱmarketȱ andȱ inȱ theȱ
EuropeanȱUnion.ȱ

Despiteȱ theȱ severeȱ challengesȱ resultingȱ fromȱ theȱ transitionȱ process,ȱ theȱ economicȱ andȱ socialȱ
crisesȱ inȱ 1997ȱ andȱ theȱ warȱ inȱ Kosovoȱ inȱ 1999,ȱ Albaniaȱ madeȱ substantialȱ progressȱ inȱ
macroeconomicȱstabilization.ȱInȱ1993ȱAlbaniaȇsȱgrossȱdomesticȱproductȱ(GDP)ȱgrewȱbyȱ9.6%,ȱinȱ
1994ȱ byȱ 8.3%ȱ andȱ inȱ 1995ȱ byȱ 13.3%ȱ (theȱhighestȱ growthȱ rateȱ inȱEurope).ȱ Fromȱ thisȱMacroȱ �ȱ
economicȱ stabilisation,ȱ approximatelyȱ 55%ȱofȱdomesticȱproductȱwasȱ attributedȱ toȱ agricultureȱ
thatȱwasȱwidelyȱ privatised.ȱAlthoughȱ inȱ aȱ smallerȱ percentage,ȱ aȱ goodȱ partȱ ofȱ thisȱ increaseȱ
duringȱthisȱperiodȱisȱdedicatedȱtoȱanȱincreaseȱinȱconstructionȱandȱservices.ȱAfterȱthatȱeconomicȱ
growthȱ hasȱ beenȱ unbalanced.ȱ Duringȱ 2001�2003ȱ itȱ appearsȱ toȱ haveȱ fallenȱ belowȱ theȱ 7%ȱ
estimatedȱhistoricalȱaverageȱ(inȱ2002ȱGDPȱgrowthȱwasȱ4.7%)ȱ[1].ȱ

Fromȱ1993ȱtoȱ1995ȱinflationȱdroppedȱfromȱaȱyearlyȱaverageȱofȱ30.9%ȱtoȱ7%,ȱandȱbyȱ1995ȱtheȱstateȱ
controlledȱonlyȱ40%ȱofȱtheȱtotalȱeconomy.ȱInflation,ȱfromȱ42%ȱinȱ1997,ȱdroppedȱtoȱ9%ȱinȱ1998.ȱInȱ
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1999ȱthereȱwasȱevenȱaȱmildȱdeflationȱofȱ1%.ȱInȱ2000ȱinflationȱaccountedȱforȱ4.2%ȱandȱinȱ2002ȱforȱ
2.1%ȱ[2].ȱȱ

Comparedȱwithȱ1993,ȱ theȱoverallȱ tradeȱvolumeȱofȱ theȱAlbanianȱeconomyȱhasȱalmostȱdoubledȱ
(27.8%ȱannually).ȱAlso,ȱduringȱ2002ȱtheȱforeignȱtradeȱtransactionȱshowsȱanȱenlargementȱofȱtheȱ
tradeȱactivityȱofȱAlbania.ȱTradeȱvolumeȱwasȱ1.8ȱmillionȱdollars,ȱwhichȱ representsȱ47%ȱofȱ theȱ
transactions.ȱInȱtheȱyearȱ2002ȱtheȱhighestȱlevelȱofȱtradeȱwasȱregistered,ȱwhichȱwasȱ12%ȱgreaterȱ
thanȱtheȱtradeȱinȱ2001[3].ȱInȱcomparisonȱwithȱ2001,ȱimportsȱandȱexportsȱwereȱrespectivelyȱ12%ȱ
andȱ8%ȱgreater.ȱTheȱAlbanianȱeconomyȱcontinuesȱtoȱbeȱorientedȱtowardsȱimports,ȱwhichȱhaveȱ
contributedȱ toȱ 82%ȱ ofȱ theȱ foreignȱ trade.ȱ Theȱ increaseȱ inȱ importsȱ increasedȱ theȱ tradeȱ deficitȱ
whichȱreachedȱ447.6ȱmillionȱdollarsȱinȱ2002,ȱcomparedȱtoȱ218.2ȱmillionȱdollarsȱinȱ2001.ȱForȱtheȱ
agroȬfoodȱproductsȱ theȱratioȱ importsȱoverȱexportsȱ isȱ1:8ȱ�inȱfavor�ȱofȱ theȱ imports,ȱ takingȱ intoȱ
accountȱ thatȱmoreȱ thanȱ 60%ȱofȱ theȱpopulationȱ isȱ engagedȱ inȱ theȱ agriculturalȱ sector.ȱ Importsȱ
haveȱgenerallyȱgrownȱfromȱyearȱtoȱyear,ȱbutȱsomeȱdomesticȱproductsȱhaveȱalsoȱincreasedȱtheirȱ
marketȱshareȱduringȱtheȱsameȱperiod.ȱTheȱincreasingȱdemandȱforȱimportedȱgoodsȱhasȱservedȱasȱ
aȱpositiveȱsignalȱforȱtheȱdomesticȱproduction.ȱInȱsomeȱsectors,ȱtheȱsubstitutionȱofȱimportsȱwithȱ
domesticȱproductionȱhasȱbeenȱnoticed.ȱAgriculturalȱcommoditiesȱandȱotherȱ foodȱproductsȱareȱ
potentiallyȱanȱ importantȱ sourceȱofȱexportȱ receipts,ȱbutȱhaveȱbeenȱheldȱbackȱbyȱpoorȱpackingȱ
andȱ aȱ lackȱ ofȱ emphasisȱ onȱ higherȱ valueȬaddedȱ products,ȱ suchȱ asȱ fruit,ȱ oliveȱ oil,ȱwineȱ andȱ
brandy.ȱExportsȱareȱnotȱanȱaimȱ inȱ themselves.ȱAnȱ importantȱ functionȱofȱexports,ȱbutȱnotȱ theȱ
onlyȱone,ȱisȱtoȱgenerateȱtheȱrequiredȱhardȱcurrencyȱforȱfinancingȱimportsȱofȱgoodsȱandȱservices.ȱ
Anotherȱ importantȱ functionȱ isȱ theȱ possibilityȱ givenȱ byȱ exports,ȱ asȱ aȱ processȱ forȱ economicȱ
restructuring,ȱ forȱ theȱ orientationȱ ofȱ productionȱ sourcesȱ towardsȱ moreȱ efficientȱ usesȱ andȱ
increasedȱcompetitivenessȱofȱtheȱeconomy.ȱ

Albanianȱ tradeȱ activityȱ remainsȱ orientedȱ towardsȱ Europeanȱ Communityȱ (EC)ȱ countries,ȱ asȱ
shownȱ inȱ tableȱ1.ȱ Inȱ theȱEuropeanȱCommunity,ȱ theȱmainȱ tradeȱpartnersȱofȱAlbanianȱareȱ Italy,ȱ
Greece,ȱ andȱ Germany,ȱ whileȱ inȱ theȱ regionȱ mainȱ tradeȱ partnersȱ areȱ Bulgaria,ȱ Bosniaȱ &ȱ
Herzegovina,ȱ Croatia,ȱ Yugoslavia,ȱMacedonia,ȱ Rumania,ȱ Sloveniaȱ andȱ Turkey.ȱNonetheless,ȱ
tradeȱinȱtheȱregionȱremainsȱveryȱlow,ȱasȱshownȱinȱtableȱ2[3].ȱȱ

 Main Albanian trade partners 

EC (Italy, Greece, and Germany) 76.0 83.5 83.0 80.0 77.5 71.4 75.1 

Regional countries  15.8 11.5 10.3 13.6 14.8 13.3 15.9 

EC (Italy, Greece, and Germany) 79.9 88.0 92.1 93.5 93.3 88 92 

Regional countries  8.4 9.0 4.3 4.0 4.8 5.6 4.8 

 

Albaniaȱ isȱwidelyȱknownȱasȱanȱagriculturalȱcountry.ȱTheȱagricultureȱ standsȱ forȱ33.3ȱ%ȱofȱ theȱ
GDP,ȱandȱAlbanianȱfamiliesȱspendȱ60Ȭ70%ȱofȱtheirȱincomeȱforȱfood.ȱTheȱagroȬfoodȱsectorȱisȱtheȱ
mainȱsectorȱinȱtheȱAlbanianȱeconomy;ȱitȱcontributesȱtoȱ5Ȭ8%ȱofȱtheȱGDPȱandȱengagesȱ5%ȱofȱtheȱ
laborȱforce.ȱ[4].ȱȱ

Thus,ȱ aȱ typicalȱ agriculturalȱ countryȱ isȱ mainlyȱ fedȱ byȱ importedȱ agriculturalȱ products.ȱ
Meanwhile,ȱ theȱAlbanianȱ farmersȱcomplainȱ thatȱ theyȱdon�tȱhaveȱaȱmarketȱ forȱ theirȱproducts.ȱ
Also,ȱAlbanianȱagricultureȱexportsȱfaceȱtheȱsameȱproblems.ȱ
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Thusȱaȱ legitimateȱquestionȱwouldȱbe:ȱ inȱorderȱ toȱ fixȱ thisȱnegativeȱ tradeȱbalance,ȱ isȱ itȱbetterȱ toȱ
limitȱimportsȱorȱpromoteȱexports?ȱ

 Imports with region countries in percentage to total 

Bulgaria 2.5 2.0 2.4 0.0 0.0 0.03 

Bosnia &Herzegovina 0.0 0.0 0.1 0.0 0.0 0.03 

Croatia  1.2 1.2 2.4 0.6 0.0 0.03 

Yugoslavia  1.0 0.6 1.1 2.8 3.0 2.09 

Macedonia  2.2 1.2 1.2 0.7 1.5 1.5 

Rumania  0.6 0.9 0.9 0.0 0.0 0.03 

Turkey 5.5 5.6 6.3 0.7 1.0 1.03 

Kosovo  Na 0.2 0.02 Na 3.0 1.6 

 

Anȱattentiveȱanalysisȱshowsȱthatȱpossibilitiesȱofȱreducingȱimportsȱareȱtooȱ�limited�.ȱWhy?ȱTheȱ
beginningȱofȱtransitionȱfollowedȱtheȱexplosiveȱopeningȱofȱAlbaniaȱtoȱtheȱwesternȱworld.ȱHumanȱ
contactsȱmultipliedȱ dueȱ toȱ emigration,ȱ andȱwesternȱ lifeȱ styleȱ andȱ needsȱ acknowledgedȱ thisȱ
explosion.ȱWeȱ thinkȱ thatȱ itȱwouldȱbeȱ impossibleȱ toȱ limitȱsomeȱ imports.ȱForȱ luxuryȱgoods,ȱ theȱ
demandȱ isȱ elasticallyȱ relatedȱ toȱ incomes.ȱ Also,ȱ whenȱ agricultureȱ andȱ otherȱ sectorsȱ ofȱ theȱ
economyȱstartedȱtoȱrecoverȱdomesticȱproductionȱgraduallyȱstartedȱtoȱ�substitute�ȱimportsȱ(andȱ
foreignȱ economicȱ aid).ȱ Theȱ decreaseȱ ofȱ importȱ volumesȱ didȱ notȱ followȱ thisȱ �substitution�ȱ
process,ȱbutȱ contrarily,ȱvolumesȱ increasedȱ continuouslyȱ (mainȱ inputsȱwereȱ fromȱ imports).ȱ Inȱ
additionȱ toȱ domesticȱ productionȱ growth,ȱ thereȱwasȱ anȱ increaseȱ inȱ theȱweightȱ ofȱ importedȱ
capitalȱgoods.ȱAlsoȱtheȱlowȱlevelȱofȱopennessȱofȱtheȱeconomyȱdoesȱnotȱinduceȱimportȱlimitation.ȱ
Thus,ȱtakingȱintoȱconsiderationȱtheȱtwoȱfunctionsȱofȱexportȱandȱtheȱnarrowingȱofȱtradeȱdeficit,ȱ
theȱeconomicȱdevelopmentȱstrategyȱofȱtheȱcountryȱshouldȱprimarilyȱsupportȱexports.ȱPoliciesȱofȱ
importȱ substitutionȱareȱundoubtedlyȱ importantȱbutȱ theyȱmightȱbeȱ successfulȱandȱ inȱ cohesionȱ
withȱ restructuringȱgoalsȱofȱ theȱeconomyȱonlyȱ ifȱ theseȱpoliciesȱundergoȱ theȱ strategicȱvisionȱofȱ
exportȱpromotion.ȱȱ

Theȱuseȱofȱexistingȱpotentialsȱtoȱincreaseȱtheȱexportsȱtoȱregionalȱandȱinternationalȱmarketsȱisȱtheȱ
onlyȱalternativeȱ forȱaȱ longȬtermȱeconomicȱdevelopment.ȱCompetitiveȱadvantage,ȱwhichȱ isȱ theȱ
foundationȱ conceptȱ ofȱ theȱ freeȱ tradeȱ andȱ globalization,ȱ representsȱ theȱ exportȱ potential,ȱ andȱ
powerfulȱargumentsȱ inȱ theȱ favorȱofȱAlbanianȱ freeȱ trade.ȱExploitingȱ theȱproductsȱ thatȱembodyȱ
theseȱ advantagesȱwillȱ increaseȱ theȱ competitiveȱ advantagesȱ ofȱ theȱAlbanianȱ productsȱ inȱ theȱ
regionalȱandȱEuropeanȱmarket.ȱȱ

2. The competitiveness of the Albanian agro-food trade 

AlbaniaȱhasȱestablishedȱaȱnumberȱofȱbilateralȱeconomicȱcoȬoperationȱandȱtradeȱagreementsȱwithȱ
Croatia,ȱ Bulgaria,ȱ Greece,ȱ theȱ Formerȱ Yugoslavȱ Republicȱ ofȱ Macedonia,ȱ Romania,ȱ Italy,ȱ
Sloveniaȱ andȱ Turkey.ȱ Theseȱ agreementsȱ haveȱ beenȱ complementedȱ byȱ Agreementsȱ forȱ theȱ
ReciprocalȱPromotionȱandȱProtectionȱofȱInvestments,ȱasȱwellȱasȱbyȱAgreementsȱonȱAvoidanceȱofȱ
DoubleȱTaxation.ȱAlbaniaȱisȱalsoȱaȱsignatoryȱofȱtheȱMemorandumȱofȱUnderstandingȱforȱTradeȱ
LiberalizationȱandȱFacilitationȱsignedȱinȱJuneȱ2001ȱwithȱtheȱobjectiveȱofȱcreating,ȱbyȱtheȱendȱofȱ
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2002,ȱFreeȱTradeȱAgreementsȱ (FTA)ȱbetweenȱ theȱ countriesȱparticipatingȱ inȱ theȱStabilityȱPact.ȱ
Albania,ȱ likeȱ otherȱ Easternȱ Europeanȱ countries,ȱ has,ȱ byȱ signingȱ thisȱ memorandum,ȱ
institutionalizedȱ theȱcommitmentȱ toȱbeȱaȱpartȱofȱ theȱ freeȱ tradeȱareaȱ inȱ theȱregion.ȱThisȱmeansȱ
freeȱmovementȱofȱpeople,ȱgoodsȱandȱ ideas,ȱandȱisȱfollowedȱbyȱtheȱpositiveȱ impactȱ inȱnationalȱ
incomes,ȱ byȱ benefitsȱ fromȱ usingȱ comparativeȱ advantagesȱ ofȱ theȱ countriesȱ inȱ agricultural,ȱ
livestockȱandȱindustrialȱproducts.ȱWhatȱisȱmoreȱimportantȱisȱtheȱcreationȱofȱaȱ�commonȱBalkanȱ
market�ȱ(withinȱaȱtimeȱperiodȱofȱsixȱyears)ȱwithȱoverȱ50ȱmillionȱconsumersȱandȱwithȱinterestȱforȱ
potentialȱWesternȱ investors.ȱOnȱ theȱ otherȱ hand,ȱ tradeȱ exchangesȱ ofȱAlbaniaȱwithȱ theȱ otherȱ
countriesȱ ofȱ theȱ region,ȱ involvedȱ inȱ theȱ creationȱ ofȱ theȱ freeȱ tradeȱ areasȱ process,ȱ areȱ ratherȱ
restricted.ȱ

Inȱthisȱframework,ȱAlbaniaȱisȱcurrentlyȱconcludingȱfreeȱtradeȱagreementsȱwithȱnineȱcountriesȱofȱ
theȱ region,ȱ Macedonia,ȱ Croatia,ȱ Bosniaȱ &ȱ Herzegovina,ȱ Rumania,ȱ Bulgaria,ȱ Yugoslavia,ȱ
Moldova,ȱTurkeyȱandȱKosovo.ȱTheseȱFreeȱTradeȱAgreementsȱ(FTA)ȱareȱnegotiatedȱandȱagreedȱ
uponȱbetweenȱpartiesȱwithȱtheȱtradeȱliberalizationȱobjective.ȱTheȱliberalizationȱisȱimmediateȱforȱ
theȱ productsȱ withȱ evidentȱ competitiveȱ advantageȱ andȱ gradualȱ forȱ theȱ sensitiveȱ productsȱ
towardsȱ imports.ȱ Forȱ theseȱ productsȱ theȱ agreementsȱ foreseeȱ aȱ progressiveȱ reductionȱ ofȱ theȱ
customȱ tariffsȱ andȱ theirȱ abolishmentȱ throughȱ timeȱ leadingȱupȱ toȱ theȱ establishmentȱ ofȱ aȱ freeȱ
tradeȱarea.ȱ

Althoughȱ inȱ anȱ FTAȱ theȱ objectivesȱ areȱ concreteȱ andȱmeasurable,ȱ FTAȱ isȱ flexible;ȱ itȱ hasȱ theȱ
adaptiveȱmechanismsȱtowardsȱtheȱeventualȱchangesȱinȱtheȱpreȬnegotiationȱperiod.ȱTheȱprincipalȱ
objectiveȱ ofȱ theȱ agreementȱ isȱ theȱ gradualȱ establishmentȱ ofȱ aȱ freeȱ tradeȱ areaȱ inȱ aȱ transitionalȱ
periodȱ lastingȱaȱmaximumȱofȱsixȱyears.ȱThisȱmeansȱ thatȱafterȱ theȱyearȱ2008ȱnoȱmoreȱcustomsȱ
tariffsȱwillȱbeȱimposedȱinȱtheȱexchangeȱofȱgoods.ȱȱ

Fromȱtheȱdateȱofȱentryȱintoȱforceȱofȱtheȱagreementsȱnoȱnewȱcustomsȱdutiesȱonȱimportsȱshallȱbeȱ
introduced,ȱ norȱ shallȱ thoseȱ alreadyȱ appliedȱ beȱ increasedȱ inȱ theȱ tradeȱ betweenȱ contractingȱ
parties.ȱ Theȱ customȱ dutiesȱ onȱ imports,ȱ appliedȱ inȱ theȱ Republicȱ ofȱ Albaniaȱ onȱ products,ȱ
originatingȱfromȱtheȱotherȱcountries,ȱshallȱbeȱprogressivelyȱreducedȱandȱabolishedȱaccordingȱtoȱ
theȱ timetable.ȱ Inȱ theȱsameȱway,ȱcustomsȱdutiesȱonȱ imports,ȱappliedȱ inȱ theȱotherȱcountriesȱonȱ
products,ȱoriginatingȱ inȱtheȱRepublicȱofȱAlbaniaȱshallȱbeȱprogressivelyȱreducedȱandȱabolishedȱ
accordingȱtoȱtheȱtimetable.ȱAllȱthisȱisȱdoneȱbyȱtakingȱintoȱaccountȱtheȱroleȱofȱagricultureȱinȱtheirȱ
economies,ȱtheȱdevelopmentȱofȱtradeȱ inȱagriculturalȱproductsȱbetweenȱtheȱcontractingȱparties,ȱ
theȱparticularȱsensitivityȱofȱtheȱagriculturalȱproducts,ȱtheȱrulesȱofȱtheirȱagriculturalȱpolicies,ȱandȱ
theȱ consequencesȱ ofȱ theȱ multilateralȱ tradeȱ negotiationsȱ underȱ theȱ GATTȱ andȱ theȱ WTO,ȱ
examiningȱtheȱpossibilitiesȱofȱgrantingȱeachȱotherȱfurtherȱconcessions.ȱ

TheȱFTAȱdifferentiatesȱindustrialȱfromȱagriculturalȱgoods.ȱAgriculturalȱproductsȱareȱmoreȱlikelyȱ
toȱ beȱ partiallyȱ orȱ fullyȱ protected,ȱwhileȱ industrialȱ productsȱ areȱ subjectȱ toȱ progressiveȱ tariffȱ
reduction,ȱwithȱaȱfewȱexceptions.ȱThereȱareȱthreeȱmainȱelementsȱinȱanȱagreement:ȱfirstȱisȱtheȱlistȱ
ofȱ theȱproductsȱ subjectȱ toȱ theȱ concessionsȱ (mainlyȱ forȱ theȱ agriculturalȱproducts)ȱwhichȱ takesȱ
intoȱ considerationȱ theȱ interestȱ ofȱ theȱ businessȱ ofȱ eachȱ country;ȱ secondȱ isȱ anotherȱ list,ȱ forȱ theȱ
countriesȱwhichȱ haveȱ agreedȱ uponȱ aȱ productȱ exchangeȱwithȱ zeroȱ tariffȱ beginningȱ fromȱ theȱ
momentȱwhenȱ theȱ agreementȱwillȱ enterȱ intoȱ force;ȱ thirdȱ isȱ theȱ listȱ ofȱproductsȱ forȱwhichȱ anȱ
agreementȱhasȱbeenȱmadeȱforȱaȱgradualȱreducedȱtariffȱsystemȱofȱupȱtoȱsixȱyearsȱ(dependingȱonȱ
theȱcountry).ȱ

Toȱ achieveȱ aȱ rightfulȱ FTAȱ theȱ economicȱ developmentȱ differencesȱ mustȱ beȱ reflectedȱ
asymmetricallyȱinȱtheȱinterestȱofȱtheȱlessȱdevelopedȱcountry.ȱThisȱisȱalsoȱtheȱWTOȱphilosophyȱ
onȱtheȱrelationsȱofȱtheȱdevelopedȱandȱlessȱdevelopedȱcountries.ȱȱ
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Theȱ firstȱAlbanianȱFTAȱwasȱdrawnȱupȱwithȱMacedonia.ȱTheȱnegotiationsȱopenedȱ inȱ1999ȱandȱ
theȱ agreement,ȱ afterȱdifferentȱphases,ȱ enteredȱ intoȱ forceȱ onȱ fifteenthȱ ofȱ July,ȱ 2002.ȱ Fromȱ theȱ
politicalȱpointȱofȱview,ȱtheȱfreeȱtradeȱagreementȱwithȱMacedoniaȱmeansȱaȱmoreȱintensiveȱtradeȱ
withȱtheȱAlbaniansȱ livingȱinȱMacedonia.ȱAlso,ȱ inȱtermsȱofȱgainingȱexperience,ȱtheȱcountryȱhasȱ
nowȱaȱwellȬequippedȱ teamȱofȱexpertsȱandȱaȱprocess,ȱwhichȱconsultsȱandȱ involvesȱ theȱprivateȱ
sector.ȱThisȱagreementȱdealsȱwithȱtheȱnegotiationsȱofȱtheȱcustomsȱtariffsȱinȱimport,ȱforȱindustrialȱ
productsȱ originatingȱ fromȱ theȱRepublicȱ ofȱMacedonia,ȱ forȱwhichȱ theȱ eliminationȱ ofȱ customsȱ
tariffsȱcouldȱbeȱrealizedȱwithinȱtheȱ6ȱyearȱtransitoryȱperiod.ȱItȱalsoȱdealsȱwithȱtheȱcustomsȱtariffsȱ
inȱ import,ȱforȱ industrialȱproducts,ȱappliedȱ inȱtheȱRepublicȱofȱMacedonia,ȱoriginatingȱfromȱtheȱ
RepublicȱofȱAlbania,ȱwithȱtheirȱphasedȱreductionȱinȱ4ȱandȱ6ȱyearsȱ(reflectingȱtheȱasymmetryȱofȱ
theȱagreementȱinȱfavorȱofȱtheȱAlbanianȱtrade).ȱThereȱareȱ10824ȱindustrialȱitems,ȱwhoseȱtariffȱisȱ
phasedȱ outȱ immediatelyȱ uponȱ entryȱ intoȱ forceȱ ofȱ theȱ Agreement,ȱ fromȱ whichȱ 10400ȱ areȱ
liberalizedȱandȱ424ȱwillȱbeȱ liberalizedȱbyȱ theȱ firstȱofȱNovemberȱ2008.ȱSo,ȱ thereȱ96.06%ȱofȱ theȱ
productsȱareȱliberalizedȱuponȱentryȱintoȱforceȱofȱtheȱagreement.ȱTheȱmainȱAlbanianȱagriculturalȱ
productsȱthatȱwillȱbeȱexportedȱwithoutȱquantitativeȱlimitationsȱbutȱwithȱcustomsȱtariffsȱareȱfishȱ
andȱmollusks,ȱolivesȱandȱoliveȱoil,ȱbeans,ȱ figsȱandȱdates.ȱTheȱproductsȱ thatȱwillȱbeȱ exportedȱ
withȱquantitativeȱ limitationsȱareȱwatermelons,ȱ tomatoes,ȱ cucumber,ȱpotatoes,ȱcarrots,ȱ cognac,ȱ
whiteȱcheese,ȱkashkaval,ȱandȱsalami.ȱ

Untilȱnow,ȱthereȱhasȱbeenȱaȱlowȱlevelȱofȱexploitationȱofȱtheȱnegotiatedȱquotas.ȱTheȱtradeȱvolumeȱ
isȱ lessȱ thatȱ 10%ȱ ofȱ theȱ negotiatedȱ quotasȱ [5].ȱ Oneȱ hundredȱ andȱ fiftyȱ tonsȱ ofȱ tomatoesȱ areȱ
exported,ȱwhichȱareȱalsoȱ theȱnegotiatedȱquota,ȱoneȱ thirdȱofȱ theȱquantityȱnegotiatedȱ forȱapple,ȱ
andȱ 1.5%ȱ ofȱ theȱ negotiatedȱ quantityȱ forȱ sweets.ȱ Forȱ theȱ otherȱ negotiatedȱ products,ȱ theȱ
negotiatedȱquotasȱareȱnotȱexploitedȱatȱall.ȱȱ

TheȱnegotiationsȱforȱtheȱfreeȱtradeȱagreementȱbetweenȱAlbaniaȱandȱCroatiaȱstartedȱ inȱJanuaryȱ
2002,ȱandȱenteredȱ intoȱ forceȱonȱ Julyȱ1,ȱ2003.ȱForȱ theȱ industrialȱproductsȱoriginatingȱ fromȱ theȱ
RepublicȱofȱCroatiaȱ theȱcustomsȱ tariffsȱ inȱ importȱappliedȱwithinȱ theȱRepublicȱofȱAlbaniaȱandȱ
viceȱversa,ȱwillȱbeȱ reducedȱwithinȱ6ȱyears.ȱForȱ eachȱyearȱCroatiaȱwillȱ enforceȱaȱgreaterȱ tariffȱ
reduction,ȱcomparedȱwithȱAlbania.ȱThisȱagreementȱ isȱexpectedȱ toȱhaveȱaȱgreaterȱeffectȱ inȱ theȱ
tradeȱ betweenȱ theȱ twoȱ countriesȱ thanȱ theȱ agreementȱwithȱMacedonia.ȱ Croatiaȱ hasȱ aȱmoreȱ
developedȱ economyȱ thanȱ Macedoniaȱ andȱ theȱ Croatianȱ firmsȱ areȱ moreȱ competitiveȱ inȱ theȱ
internationalȱmarket.ȱ

Theȱnegotiationsȱ forȱ theȱagreementȱbetweenȱAlbaniaȱandȱYugoslaviaȱstartedȱonȱAprilȱ3,ȱ2002.ȱ
TheȱsigningȱofȱtheȱagreementȱbyȱtheȱrelevantȱministersȱwasȱonȱJanuaryȱ3rdȱ2003,ȱandȱactuallyȱtheȱ
agreementȱ isȱcurrentlyȱbeingȱdiscussedȱ inȱparliamentaryȱcommissions.ȱTheȱcustomsȱ tariffsȱonȱ
importȱforȱindustrialȱproductsȱoriginatingȱfromȱbothȱcountriesȱwillȱbeȱeliminatedȱwithinȱtheȱ5Ȭ
yearȱtransitoryȱperiod.ȱAȱnoteȱofȱunderstandingȱisȱincludedȱinȱthisȱagreement,ȱwhichȱdealsȱwithȱ
theȱusageȱ ofȱ roadȱ taxȱDurresȱ ȬȱKosovoȱ andȱ theȱutilizationȱ fromȱ theȱYugoslavianȱ sideȱ ofȱ theȱ
customsȱ tariffȱ serviceȱ ofȱ 0.5ȱ%.ȱThereȱ areȱ 10824ȱ industrialȱ goods,ȱwhoseȱ tariffȱ isȱphasedȱoutȱ
immediatelyȱuponȱentryȱintoȱforceȱofȱtheȱagreement,ȱfromȱwhichȱ421ȱwillȱbeȱliberalizedȱbyȱtheȱ
firstȱ ofȱ Januaryȱ 2007ȱ andȱ 10403ȱ orȱ 96.11%ȱwillȱ beȱ liberalizedȱ uponȱ entryȱ intoȱ forceȱ ofȱ theȱ
agreement.ȱȱ

TheȱnegotiationsȱbetweenȱAlbaniaȱandȱBosniaȱ&ȱHerzegovinaȱstartedȱonȱMarchȱ2002.ȱCurrentlyȱ
theȱ agreementsȱ areȱ signedȱ byȱ relevantȱministersȱ andȱ areȱ inȱ theȱ parliamentaryȱ commissions.ȱ
Differentȱfromȱtheȱotherȱagreementsȱsignedȱsoȱfar,ȱthisȱagreementȱforȱindustrialȱproductsȱdoesȱ
notȱincludeȱlistsȱwithȱphasedȬoutȱimportedȱproducts,ȱbutȱprovidesȱforȱtheȱfurtherȱphasingȱforȱallȱ
theȱindustrialȱproducts,ȱreciprocallyȱandȱwithoutȱexclusion.ȱInȱtheȱfirstȱyear,ȱthereȱwillȱbeȱaȱ20ȱ%ȱ
reductionȱinȱtheȱbasicȱtariffȱ(uponȱentryȱintoȱforceȱofȱtheȱagreement).ȱInȱtheȱsecondȱyear,ȱthereȱ
willȱbeȱaȱ40ȱ%ȱreductionȱinȱtheȱbasicȱtariffȱ(Januaryȱ1stȱ2004).ȱInȱtheȱthirdȱyearȱaȱ60ȱ%ȱreductionȱ
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inȱtheȱbasicȱtariffȱwillȱbeȱenforcedȱ(Januaryȱ1stȱ2005).ȱInȱtheȱfourthȱyearȱtheȱbasicȱtariffȱreductionȱ
willȱbeȱ80ȱ%ȱ(Januaryȱ1stȱ2006)ȱandȱinȱtheȱfifthȱyearȱthereȱwillȱbeȱaȱ100ȱ%ȱreductionȱofȱbasicȱtariffȱ
(Januaryȱ1stȱ2007).ȱAlsoȱ inȱ theȱ caseȱ forȱagriculturalȱproductsȱ theȱFreeȱTradeȱAgreementȱwithȱ
BosniaȱandȱHerzegovinaȱisȱexperiencingȱtheȱlackȱofȱconcessionsȱinȱagriculturalȱproductsȱasȱwellȱ
asȱaȱsymmetricȱtreatmentȱofȱtradeȱexchangesȱandȱitsȱliberalization.ȱȱ

ForȱtheȱagreementȱAlbaniaȱ�ȱRomaniaȱtheȱnegotiationsȱstartedȱonȱtheȱsixthȱofȱNovemberȱ2002.ȱ
Theȱ relevantȱministersȱ haveȱ signedȱ theȱ agreementȱ andȱ itȱ isȱ currentlyȱ inȱ theȱ parliamentaryȱ
commissionsȱ forȱ discussions.ȱ Theȱ reductionȱ ofȱ customsȱ tariffsȱ willȱ takeȱ effectȱ duringȱ theȱ
transitoryȱ periodȱ ofȱ 5ȱ yearsȱ forȱ industrialȱ productsȱ appliedȱ inȱ theȱ Republicȱ ofȱ Albania,ȱ
originatingȱ fromȱ Romaniaȱ andȱ inȱ Romaniaȱ fromȱ theȱ Republicȱ ofȱ Albania.ȱ Thereȱ areȱ 10824ȱ
industrialȱproductȱ itemsȱ fromȱwhichȱ 97.69%ȱwillȱ beȱ liberalizedȱuponȱ entryȱ intoȱ forceȱ ofȱ theȱ
agreement.ȱȱ

Theȱ agreementȱ AlbaniaȬBulgariaȱ includesȱ aȱ listȱ ofȱ industrialȱ productsȱ originatingȱ fromȱ theȱ
RepublicȱofȱBulgaria,ȱ toȱbeȱ importedȱ inȱtheȱRepublicȱofȱAlbaniaȱandȱviceȱversa,ȱ forȱwhichȱ theȱ
eliminationȱofȱcustomsȱtariffsȱshallȱbeȱrealizedȱwithinȱtheȱtransitoryȱperiodȱofȱ5ȱyears.ȱFromȱtheȱ
industrialȱproducts,ȱ97.67%ȱwillȱbeȱliberalizedȱuponȱentryȱintoȱforceȱofȱtheȱagreement.ȱȱ

Theȱ agreementȱ Albaniaȱ �ȱ Kosovoȱ isȱ plannedȱ toȱ enterȱ intoȱ forceȱ inȱ Septemberȱ 2003.ȱ Thisȱ
agreementȱ isȱ theȱ onlyȱ oneȱ thatȱ didn�tȱ haveȱ contestationsȱ fromȱ theȱ deputyȱ ofȱ theȱAlbanianȱ
businessmenȱ andȱ theȱparliamentaryȱ commission.ȱTheȱ tradeȱ balanceȱAlbaniaȱ �ȱKosovoȱ isȱ theȱ
onlyȱoneȱthatȱisȱpositive.ȱThisȱisȱtheȱreasonȱwhyȱtheȱliberalizationȱofȱthisȱmarketȱwillȱnotȱdamageȱ
theȱAlbanianȱbusiness,ȱbutȱ inȱ contrary,ȱwillȱ stimulateȱ theȱ tradeȱ relations.ȱTheȱ customsȱ tariffsȱ
fromȱ theȱAlbanianȱ customsȱwillȱbeȱ reducedȱwithinȱ5ȱyearsȱ forȱ theȱproductsȱoriginatingȱ fromȱ
Kosovo.ȱTheȱ customȱ tariffsȱ fromȱ theȱKosovoȱ customȱwillȱ beȱ reducedȱwithinȱ 7ȱ yearsȱ forȱ theȱ
productȱoriginatingȱfromȱAlbania,ȱreflectingȱtheȱasymmetryȱofȱtheȱagreementȱinȱtheȱfavorȱofȱtheȱ
Kosovo.ȱThisȱasymmetryȱisȱdueȱtoȱtheȱlessȱdevelopedȱeconomyȱofȱKosovo.ȱȱ

AccordingȱtoȱtheȱneoȬclassicȱschoolȱofȱthought,ȱeachȱeconomyȱmustȱspecializeȱinȱthoseȱactivitiesȱ
forȱwhichȱ itȱ hasȱ competitiveȱ advantages.ȱ Ifȱ thisȱ happens,ȱ theȱ outputȱ ofȱ eachȱ economyȱ andȱ
consequently,ȱ theȱglobalȱoutputȱ isȱ theȱmaximal.ȱ Inȱ thisȱwayȱ theȱagreementȱbecomesȱeffective.ȱ
Theȱcompetitiveȱadvantagesȱofȱagriculturalȱproducts,ȱamongȱothers,ȱfollowȱasȱaȱconsequenceȱofȱ
costsȱstructure,ȱwhichȱisȱmoreȱfavorableȱforȱaȱcountryȱorȱaȱgroupȱofȱcountriesȱtowardsȱaȱcountryȱ
orȱaȱgroupȱofȱotherȱcountries.ȱSo,ȱitȱcanȱbeȱclamedȱthatȱ(a)ȱtheȱcompetitivenessȱissueȱisȱrelatedȱtoȱ
theȱproductionȱandȱcostȱlevel,ȱwithȱwhichȱtheȱproductȱentersȱtheȱmarket.ȱInȱAlbania,ȱaȱbigȱpartȱ
ofȱtheȱexpensesȱareȱforȱtheȱimportedȱinputs,ȱwhichȱdirectlyȱinfluenceȱtheȱcompetitivenessȱofȱtheȱ
Albanianȱproductsȱcomparedȱtoȱotherȱcountriesȱofȱtheȱregion.ȱAlsoȱthereȱexistsȱaȱbigȱdifferenceȱ
inȱpercentageȱbetweenȱvariableȱ costsȱ andȱ fixedȱ costsȱ inȱ theȱ agriculturalȱproduction.ȱTheȱ lowȱ
levelȱofȱtheȱfixedȱcostsȱhasȱarisenȱbecauseȱofȱtheȱsmallȱcapacityȱofȱtheȱmainȱproducers,ȱwhoȱareȱ
mainlyȱ familiesȱwhoȱ includeȱaȱpartȱofȱ theirȱ fixedȱcostsȱ inȱ theȱ familyȱcostsȱorȱdoȱnotȱcalculateȱ
themȱ atȱ all.ȱ (b)ȱTheȱ competitivenessȱ ofȱ aȱ countryȱproductȱ towardsȱ theȱ analogueȱproductsȱ isȱ
relatedȱtoȱtheȱdirectȱorȱindirectȱmarketingȱpoliciesȱandȱtheirȱefficacyȱlevel.ȱInȱgeneral,ȱinȱAlbania,ȱ
theȱmarketingȱ costsȱ areȱ lowȱ orȱ don�tȱ existȱ atȱ all.ȱAȱ tendencyȱ existsȱ toȱ payȱ attentionȱ toȱ theȱ
marketingȱwhenȱtheȱproducersȱhaveȱachievedȱaȱcertainȱlevelȱofȱproductionȱandȱneedȱfacilitiesȱtoȱ
tradeȱ theȱ productȱ noȱ moreȱ inȱ theȱ occasionalȱ marketsȱ [6],ȱ orȱ (c)ȱ theȱ favorableȱ competitiveȱ
positionȱofȱsomeȱproductsȱarisesȱasȱaȱconsequenceȱofȱaȱ rightfulȱpositionȱ inȱ theȱ regionalȱ tradeȱ
agreements.ȱTheȱ literatureȱ identifiesȱaȱlargeȱnumberȱofȱ indicatorsȱofȱcompetitivenessȱbutȱsinceȱ
theȱcompetitiveȱadvantageȱisȱtheȱfoundationȱconceptȱofȱfreeȱtradeȱandȱglobalization,ȱtoȱfindȱtheȱ
complementaritiesȱbetweenȱ theȱeconomiesȱofȱ theȱcountriesȱ involvedȱ inȱ theȱFTAȱwithȱAlbania,ȱ
weȱwillȱuseȱtheȱTradeȱPerformanceȱIndexȱ(TPI)ȱofȱtheseȱcountries.ȱ
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ITCȱ(InternationalȱTradeȱCenter)ȱdevelopedȱtheȱTradeȱPerformanceȱIndexȱ(TPI)ȱwithȱtheȱaimȱofȱ
assessingȱ andȱ monitoringȱ theȱ multiȬfacetedȱ dimensionsȱ ofȱ exportȱ performanceȱ andȱ
competitivenessȱ byȱ sectorȱ andȱ byȱ country.ȱAtȱ present,ȱ theȱ TPIȱ coversȱ 184ȱ countriesȱ andȱ 14ȱ
differentȱexportȱsectorsȱatȱtheȱproductȱlevel.ȱOriginalȱdataȱusedȱinȱtheȱcomputationȱisȱatȱtheȱ5Ȭ
digitȱ levelȱofȱ theȱSITCȱnomenclature,ȱ correspondingȱ toȱ someȱ3,500ȱproductsȱasȱaȱwhole.ȱTheȱ
indexȱ calculatesȱ theȱ levelȱofȱ competitivenessȱ andȱdiversificationȱofȱ aȱparticularȱ exportȱ sectorȱ
usingȱ comparisonsȱ withȱ otherȱ countries.ȱ Inȱ particular,ȱ itȱ bringsȱ outȱ gainsȱ andȱ lossesȱ inȱworldȱ
marketȱsharesȱandȱshedsȱlightȱonȱtheȱfactorsȱcausingȱtheseȱchanges.ȱMoreover,ȱitȱmonitorsȱtheȱ
evolutionȱofȱexportȱdiversificationȱforȱproductsȱandȱmarkets.ȱForȱeachȱcountryȱandȱeachȱsector,ȱ
theȱ TPIȱ providesȱ threeȱ typesȱ ofȱ indicators:ȱ aȱ generalȱ profile,ȱ aȱ countryȱ positionȱ forȱ theȱ latestȱ
availableȱyearȱandȱ changesȱ inȱexportȱperformanceȱ inȱ recentȱyears.ȱTheȱRevealedȱComparativeȱ
Advantageȱ(RCA)ȱisȱoneȱofȱtheȱdescriptiveȱindicators,ȱwhichȱwillȱnotȱbeȱusedȱinȱtheȱcalculationȱ
ofȱtheȱrankingȱofȱtheȱcountries.ȱButȱitȱisȱworthȱcomputingȱitsȱvaluesȱsinceȱitȱprovidesȱvaluableȱ
additionalȱinformationȱforȱtradeȱperformanceȱanalysis.ȱ

Inȱtradeȱflowsȱanalysis,ȱanȱindicatorȱofȱcomparativeȱadvantageȱaimsȱatȱmeasuringȱspecialization.ȱ
Theȱspecializationȱofȱaȱcountryȱisȱanȱindicationȱofȱhowȱaȱgivenȱcountryȱallocatesȱitsȱresourcesȱtoȱ
itsȱ variousȱ industries,ȱ underȱ theȱ assumptionȱ ofȱ aȱ balancedȱ totalȱ trade.ȱ Theȱ rationaleȱ
underpinningȱ thisȱ assumptionȱ isȱ thatȱ theȱ contributionȱ ofȱ anyȱ productȱ orȱ industryȱ toȱ theȱ
theoreticalȱ levelȱofȱspecializationȱmustȱbeȱ isolatedȱ fromȱbusinessȱcycleȱrelatedȱeffects,ȱsuchȱasȱ
theȱimpactȱonȱtradeȱofȱchangesȱinȱtheȱrealȱexchangeȱrate.ȱTheȱindex,ȱmeasuredȱinȱthousandȱpartsȱ
ofȱ trade,ȱgivesȱ theȱ contributionȱofȱeachȱ sectorȱ (andȱmarket)ȱ toȱ theȱoverallȱ tradeȱbalance.ȱ Itȱ isȱ
calculatedȱasȱtheȱdifferenceȱbetweenȱtheȱactualȱnetȱbalanceȱandȱtheȱtheoreticalȱnetȱbalance.ȱTheȱ
theoreticalȱnetȱbalanceȱcorrespondsȱtoȱtheȱnetȱvalueȱthatȱtheȱsectorȱ(orȱmarket)ȱunderȱanalysisȱ
wouldȱregisterȱwhenȱglobalȱequilibriumȱoccursȱinȱtheȱcountry�sȱtrade.ȱTheȱaimȱofȱthisȱindexȱisȱtoȱ
identifyȱ forȱ eachȱcountryȱ thoseȱ sectorsȱwithȱ theȱhighestȱ levelsȱofȱ specialization,ȱ ratherȱ thanȱ toȱcompareȱ
countries.ȱȱ

Tableȱ 3ȱ showsȱ informationȱ onȱ theȱ specializationȱ index,ȱ whichȱ measuresȱ theȱ Revealedȱ
ComparativeȱAdvantagesȱ(RCA),ȱforȱtheȱAlbanianȱproductsȱthatȱbelongȱtoȱtwoȱprincipalȱgroupsȱ
ofȱexport,ȱagriculturalȱproductsȱandȱ foodȱ industryȱproducts.ȱValuesȱaboveȱ1ȱ indicateȱ thatȱ theȱ
countryȱisȱspecializedȱinȱtheȱsectorȱunderȱreview.ȱWeȱcanȱseeȱthatȱtheȱRCAȱforȱtheȱmajorityȱofȱ
productsȱandȱalmostȱforȱtheȱwholeȱperiodȱexaminedȱisȱnegative.ȱ

Aȱmoreȱcarefulȱlookȱwouldȱalsoȱidentifyȱsomeȱpositiveȱtendencies,ȱbutȱwhichȱareȱstillȱweak.ȱForȱ
example,ȱinȱclassesȱ8ȱandȱ9ȱtheȱRCAȱinȱtheȱforeignȱmarketȱmaintainȱitsȱsameȱvalue,ȱwhileȱfromȱ
theȱyearȱ2000,ȱfoodȱproductsȱaccumulateȱincreasingȱadvantages.ȱȱ

Weȱ canȱnoticeȱ aȱRCAȱ inȱ theȱ firstȱ classȱ (theȱ fish)ȱ forȱ theȱ yearȱ 1996Ȭ1997ȱ andȱ thenȱ aȱnegativeȱ
coefficient,ȱwhichȱmeansȱ thatȱ inȱ theseȱ yearsȱ thisȱ productȱ groupȱdoesn�tȱ haveȱ aȱ comparativeȱ
advantageȱ anymore.ȱThisȱ isȱprobablyȱbecauseȱofȱ theȱ exportȱ restrictionsȱ relatedȱwithȱ theȱ afftaȱ
epizodikeȱepidemicȱinȱAlbaniaȱandȱtheȱBalkansȱatȱthatȱtime.ȱ

Let�sȱseeȱtheȱspecializationȱindexȱforȱallȱtheȱcountriesȱofȱinterestȱ(theȱdataȱonȱtheȱtableȱshowsȱtheȱ
RCAȱ andȱ theȱ rankingȱ ofȱ industriesȱ calculatedȱ forȱ eachȱ country.ȱ Suchȱ anȱ approachȱ differsȱ
significantlyȱ fromȱ theȱ rankingsȱ ofȱ countriesȱ forȱ aȱ givenȱ industry,ȱ asȱ referredȱ toȱ above.ȱ Theȱ
figuresȱinȱtheȱcolumnȱ�revealedȱcomparativeȱadvantage�ȱareȱspecificȱtoȱeachȱcountryȱandȱshouldȱ
notȱbeȱcomparedȱwithȱotherȱcountries).ȱ

Asȱcanȱbeȱseenȱfromȱtableȱ4,ȱtheȱcountriesȱareȱnotȱspecialized,ȱinȱallȱthoseȱproducts.ȱAmongȱtheȱ
selectedȱproducts,ȱAlbaniaȱhasȱhighȱRCAȱ inȱLeatherȱproducts,ȱClothing,ȱWoodȱproducts,ȱandȱ
Freshȱ foodȱ accordingȱ toȱ theirȱ positive,ȱ aboveȱ one,ȱ index.ȱ Albaniaȱ hasȱ theȱ highestȱ RCAȱ inȱ
Leatherȱproductsȱ(RCA=24.62)ȱwhichȱmeansȱthatȱAlbaniaȱcanȱmakeȱtheȱbestȱreallocationȱofȱtheȱ
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resourcesȱ inȱ thatȱ sector.ȱBulgariaȱandȱCroatiaȱhaveȱ theȱhighestȱRCAȱ forȱLeatherȱproducts.ȱ Inȱ
YugoslaviaȱtheȱsectorȱwithȱtheȱhighestȱRCAȱisȱBasicȱmanufacturesȱitȱhasȱtheȱRCA=3.84.ȱBosniaȱ
andȱHerzegovina,ȱMacedonia,ȱRumania,ȱTurkeyȱandȱGreeceȱshowȱaȱhighȱlevelȱofȱspecializationȱ
inȱtheȱClothingȱsectorȱofȱtheirȱeconomyȱwhileȱMoldaviaȱtheȱhighestȱRCAȱinȱprocessedȱfood.ȱ

 Revealed comparative advantages (RCA) on some categories of Albanian agriculture  
and foodstuff products 

1 0.3 0.1 0.0 -0.1 -0.5 -0.5 

2 Dairy products -1.0 -1.0 -1.0 -1.0 -0.9 -0.9 

3 0.7 0.1 0.5 0.4 -0.9 -0.6 

4 0.3 0.3 -0.5 -0.8 0.1 -0.9 

5 Edible vegetables -0.6 -0.5 -0.6 -0.7 -0.7 -0.8 

6 Edible fruits and nuts -1.0 -1.0 -1.0 -1.0 -1.0 -1.0 

7 Cereals -1.0 -1.0 -1.0 -1.0 -1.0 -1.0 

8 0.8 0.9 0.8 0.7 0.7 0.9 

9 0.3 0.6 -0.5 0.5 0.7 0.6 

10 Vegetable painting materials 1.0 -1.0 -0.9 -1.0 -1.0 -1.0 

11 -0.9 0.0 -0.2 0.0 0.3 0.4 

12 Malt extract, food preparations of flour, meal. -1.0 -1.0 -1.0 -1.0 -1.0 -1.0 

13 Preparations of vegetables, fruits, nuts or other -0.9 -1.0 -1.0 -0.9 -0.8 -0.8 

14 Miscellaneous edible preparations -1.0 -0.7 -0.9 -0.9 -0.9 -0.9 

15 Beverages, spirits and vinegar -1.0 -1.0 -0.9 -0.9 -0.9 -0.9 

16 Residues and waste from the food industry -1.0 -0.8 -0.9 -1.0 -1.0 -0.7 

 

 The specialization index analysis which measures the Revealed Comparative Advantages 
(RCA) for the selected countries. 

         

Leather products 24.62* 7.06* 2.80 2.68 7.24 3.01 3.24 Na 0.54 0.68 

Clothing 10.86 4.01 4.91* 8.41* 7.36* 2.50 3.16 Na 6.44* 4.11* 

Wood products 1.04 5.37 1.15 0.28 1.74 1.89 2.03 Na 0.36 0.40 

Basic manufactures 0.93 3.27 3.11 3.83 1.82 3.84* 1.19 0.39 2.02 2.06 

Miscellaneous manufacturing 0.48 1.12 0.78 0.19 0.84 0.57 0.82 Na 0.51 0.58 

Non-electronic machinery 0.18 0.34 0.61 0.06 0.59 0.47 0.48 0.36 0.48 0.35 

Processed food 0.72 0.49 1.52 2.21 0.32 3.48 1.79 10.90* 1.34 3.28 

Fresh food 1.50 0.93 1.26 1.90 0.64 1.35 0.69 Na 1.82 3.46 

Minerals 0.28 0.75 0.92 0.40 0.70 Na 0.95 Na 0.84 0.78 

* RCA greater than one, product with the greatest specialization index. 

DuringȱnegotiationsȱofȱaȱFTAȱoneȱmustȱconcentrateȱonȱtheȱfactȱthatȱtheȱnegotiationȱmustȱserveȱ
toȱ increaseȱ theȱ tradeȱ flowȱ betweenȱ partiesȱ andȱ theȱ economicȱ growthȱ ofȱ bothȱ countries;ȱ thisȱ
occursȱwhenȱaȱnegotiatedȱFTAȱreflectsȱtheȱexistingȱcomplementaritiesȱbetweenȱtheȱeconomiesȱofȱ
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bothȱcountries.ȱToȱdetermineȱwhichȱexportȱsectorȱhasȱaȱcompetitiveȱadvantageȱamongȱcountriesȱ
weȱwillȱnotȱenterȱinȱdetailsȱcomparingȱallȱtheȱindicatorsȱbutȱonlyȱtheȱgeneralȱrankingȱaccordingȱ
toȱ Tradeȱ Performanceȱ Indexȱ [8].ȱ Theȱ finalȱ rankingȱ isȱ aȱweightedȱ averageȱ ofȱ theȱ individualȱ
rankingsȱforȱeachȱofȱtheȱdifferentȱindicesȱforȱtheȱpositionȱandȱevolution.ȱLetȱusȱincludeȱGreeceȱtoȱ
determineȱ theȱ comparativeȱadvantagesȱ forȱ theȱproductsȱ takenȱ inȱ considerationȱ forȱaȱpossibleȱ
tradeȱagreementȱbetweenȱAlbaniaȱandȱGreece.ȱȱ

Tableȱ5ȱshowsȱtheȱfinalȱrankingȱaccordingȱtoȱTPIȱforȱtheȱcountriesȱthatȱweȱareȱinterestedȱin.ȱTheȱ
dataȱ pointȱ outȱ aȱ comparativeȱ advantageȱ ofȱAlbaniaȱ overȱ Bulgarianȱ andȱMacedonianȱWoodȱ
products.ȱItȱalsoȱhasȱaȱcomparativeȱadvantageȱoverȱBosniaȱandȱHerzegovina,ȱBulgaria,ȱCroatiaȱ
andȱGreeceȱ inȱ leatherȱ products,ȱ andȱ overȱ Bulgariaȱ inȱ basicȱmanufacturedȱ products.ȱAmongȱ
theseȱcountriesȱAlbaniaȱhasȱtheȱhighestȱtradeȱperformanceȱforȱtheseȱproductsȱwhichȱmeansȱthat,ȱ
thoseȱexportȱsectorsȱareȱmoreȱcompetitive,ȱbothȱfromȱaȱstaticȱandȱdynamicȱperspective.ȱȱ

 Trade performance Index (TPI) of the selected countries. 

 

 
 
 

y 

g 

Albania 107 142 59 42 68 60 69 78 168 

B & H 99 74 51 47 59 41 47 67 81 

Bulgaria 77 64 61 49 76 57 na 68 73 

Croatia 79 77 52 44 59 41 58 62 72 

Greece 61 60 55 49 63 45 51 58 71 

Moldavia na 70 na na 65 56 na na na 

Macedonia 91 78 63 50 52 52 47 75 84 

Turkey 51 58 51 31 43 50 47 55 76 

Source: ITC calculations based on COMTRADE of UNSD ** ranking out  
of all exporting countries (number) 

TheȱfactorsȱcontributingȱtoȱtheȱcompetitiveȱadvantagesȱofȱtheȱAlbanianȱeconomyȱareȱtheȱgoodȱ
reputationȱofȱAlbaniaȱasȱaȱpartnerȱcountryȱforȱsomeȱsectorsȱandȱproducts,ȱ(likeȱlaborȱintensiveȱ
stepsȱ ofȱ productionȱ inȱ theȱmanufactureȱ ofȱ garmentsȱ forȱ theȱ supplyȱ ofȱmedicinalȱ herbsȱ andȱ
tobaccoȱ orȱ asȱ anȱ exporterȱ ofȱ woodȱ andȱ woodȬbasedȱ products)ȱ orȱ theȱ favorableȱ naturalȱ
conditionsȱ (forȱ theȱ collectionȱofȱmedicinalȱplansȱandȱ forȱ theȱproductionȱofȱ certainȱvegetablesȱ
duringȱtheȱoffȬseasonȱofȱCentralȱEurope).ȱAlso,ȱAlbanianȱagriculturalȱproductsȱareȱconsideredȱtoȱ
beȱBIOȱproductsȱ(i.e.ȱ likeȱoliveȱoilȱetc)ȱandȱthisȱcanȱbeȱconsideredȱaȱcomparativeȱadvantageȱofȱ
Albanianȱagriculturalȱproductsȱatȱtheȱtimeȱwhenȱtheȱriskȱfromȱgeneticallyȱmodifiedȱproductsȱisȱ
veryȱhigh.ȱ

Otherȱ factorsȱ areȱ theȱ existenceȱ ofȱ skilledȱ laborȱ inȱ someȱ sectorsȱ suchȱ asȱ theȱmanufactureȱ ofȱ
garments,ȱtheȱexistenceȱofȱfacilitiesȱforȱstorageȱand/orȱtheȱprocessingȱavailableȱinȱsomeȱlinesȱofȱ
tradeȱ (medicinalȱ plants,ȱ freshȱ fishȱ andȱ fishȱ processing),ȱ theȱ existenceȱ ofȱ portȱ infrastructureȱ
whichȱisȱimportantȱforȱtheȱsupplyȱofȱorganicȱproducts,ȱforȱwhichȱphilosophyȱgenerallyȱrulesȱoutȱ
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airȱtransportȱthatȱfacilitatesȱtheȱshipmentȱofȱgoodsȱbyȱseaȱtoȱItalyȱand,ȱfromȱthere,ȱtowardsȱotherȱ
EUȱ countries.ȱ Theȱ importanceȱ givenȱ toȱ theȱmodernizingȱ ofȱ agriculturalȱ productionȱ andȱ toȱ
increasingȱagriculturalȱexportsȱisȱalsoȱanȱimportantȱfactorȱinȱincreasingȱcomparativeȱadvantageȱ
ofȱourȱexportsȱtakingȱintoȱaccountȱtheȱqualityȱofȱtheȱproductȱinȱtheȱagriculturalȱproductȱexport.ȱ
Theȱ lowȱwageȱ rateȱ inȱ theȱ countryȱ andȱ existenceȱ ofȱ skilledȱ labourȱ inȱ someȱ exportȬorientedȱ
sectors,ȱaffectingȱtheȱcostsȱofȱproduction,ȱcontributeȱtoȱcomparativeȱadvantageȱofȱourȱproducts.ȱȱ

2.1 In favour or against Free Trade Agreements? 

Frequently,ȱtheȱmassȱmediaȱpresentȱusȱwithȱvaryingȱopinionsȱregardingȱfreeȱtradeȱagreements.ȱ
FromȱtheȱsignatureȱofȱmembershipȱinȱtheȱWorldȱTradeȱAgreementȱtillȱtheȱlatestȱassignmentsȱofȱ
Freeȱ TradeȱAgreementsȱwithȱ theȱ regionȱ countries,ȱ concerns,ȱ suggestions,ȱ andȱ euphoriaȱ areȱ
presentȱinȱtheȱpressȱandȱinȱtheȱinstitutionsȱdirectlyȱorȱindirectlyȱaffectedȱbyȱtheȱeffectsȱofȱtheseȱ
agreements.ȱ

Inȱ theȱ beginning,ȱ theȱ businessȱ communityȱ reactedȱ clearlyȱ andȱ firmlyȱ againstȱ freeȱ tradeȱ
agreements.ȱ Theȱ argumentsȱ thatȱ itȱ presentedȱ mainlyȱ dealtȱ withȱ theȱ disparityȱ inȱ economicȱ
developmentȱ existingȱ betweenȱ countries.ȱ Theȱ businessȱ communityȱ wasȱ concernedȱ thatȱ
Albanianȱ outputȱ capacitiesȱ wouldȱ sufferȱ damageȱ fromȱ anȱ overflowȱ ofȱ importsȱ fromȱ otherȱ
countries,ȱlikeȱMacedoniaȱsinceȱtheȱfirstȱtradeȱagreementȱwasȱwithȱthisȱcountry.ȱȱ

Mr.ȱLuanȱBregasi,ȱheadȱofȱtheȱNationalȱChamberȱofȱCommerceȱ inȱTirana,ȱsays,ȱ�Theȱbusinessȱ
communityȱsupportsȱtheȱ initiative,ȱalthoughȱ itȱisȱnotȱsatisfiedȱwithȱtheȱprocess.ȱWeȱhaveȱbeenȱ
askingȱ theȱ governmentȱ toȱ identifyȱ theȱ domesticȱ producingȱ enterprisesȱ andȱ theirȱ producingȱ
quotas�(EconomicȱJournalȱofȱMonitor,ȱ2003,ȱpagesȱ16ȱ�ȱ17).ȱ

Also,ȱMr.ȱ Samiȱ Gjergji,ȱ presidentȱ ofȱ Floryhenȱ Ltd,ȱ aȱ leadingȱ companyȱ inȱ chickenȱ andȱ eggȱ
production,ȱ hasȱ saidȱ thatȱ theȱ businessȱ communityȱ wasȱ onlyȱ superficiallyȱ involvedȱ inȱ theȱ
processȱofȱevaluatingȱFreeȱTradeȱAgreements:ȱ�Weȱwereȱgivenȱnoȱinformationȱonȱtheȱmarketsȱofȱ
otherȱ countries.ȱ Thereforeȱweȱ couldȱ notȱmakeȱ anyȱ calculationȱ andȱ seeȱ theȱ feasibilityȱ ofȱ thisȱ
process,ȱwhichȱ Iȱ considerȱ theȱ futureȱofȱourȱnationalȱeconomy,�ȱheȱ saidȱ (Economicȱ Journalȱofȱ
Monitor,ȱ2003,ȱpagesȱ16ȱ�ȱ17).ȱButȱatȱ theȱendȱofȱ theȱnegotiatingȱprocessȱandȱwithȱ theȱofficialȱ
signingȱofȱtheȱagreementsȱthereȱwasȱmoreȱconsensusȱamongȱallȱtheȱplayersȱinȱthisȱagreement,ȱasȱ
theȱstrategyȱimplementedȱinȱcompilingȱtheȱagreementȱwasȱbasedȱonȱtheȱlongȬtermȱprotectionȱofȱ
Albania�sȱeconomicȱdevelopmentȱinterest.ȱȱ

Theȱ increaseȱofȱ theȱcompetentȱpersonsȱ inȱ specializedȱ institutionsȱ involvedȱ inȱ theseȱdebatesȱ isȱ
veryȱpositive,ȱbutȱonȱtheȱotherȱhand,ȱeachȱpersonȱthatȱneedsȱtoȱexpressȱhisȱopinionȱinȱpublic,ȱinȱ
theȱ interestȱ ofȱdevelopmentȱ orȱ justȱ toȱ protectȱ aȱ certainȱ business,ȱmustȱ knowȱ thisȱ processȱ inȱ
detail.ȱȱ

Takingȱ intoȱ considerationȱ thatȱ theȱ publicȱ isȱ notȱ wellȱ informedȱ aboutȱ theseȱ Freeȱ Tradeȱ
Agreementsȱorȱaboutȱtheȱnegotiationȱprocedures,ȱtheȱpossibilitiesȱforȱoneȱtoȱsoundȱ�competent�ȱ
areȱgreat.ȱForȱ thisȱ reason,ȱ inȱ theȱnewspapersȱweȱ canȱ readȱ titlesȱ like:ȱ �theȱpoliciesȱ appliedȱ inȱ
Albaniaȱ forȱ theȱopeningȱofȱ trade,ȱandȱ integrationȱ inȱgeneral,ȱhasȱbeenȱveryȱantiȬAlbanian�ȱorȱ
�weȱcannotȱacceptȱourȱfactoriesȱtoȱbeȱclosedȱbecauseȱtheȱYugoslavianȱfactoriesȱshouldȱgrindȱtheȱ
wheatȱandȱ thenȱbringȱ theȱ flourȱhereȱ�.ȱwhyȱmakeȱ theseȱconcession?ȱThisȱ isȱ tradeȱ invasion!�ȱ
(AdrianȱCivici,ȱEconomicȱJournalȱofȱMonitor,ȱ2002,ȱpagesȱ12�13)ȱ

Theȱconsumersȱwillȱaskȱtheȱquestion:ȱ�goodsȱhaveȱaȱcheaperȱprice,ȱsoȱtheȱproducersȱwillȱhaveȱ
cheaperȱ inputs....ȱ so,ȱwhatȱ isȱ theȱproblem?�ȱAndȱhereȱ startsȱ theȱcontradiction.ȱWhyȱdon�tȱ theȱ
producersȱwantȱcheaperȱinputs?ȱȱ
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Let�sȱconsiderȱtheȱcaseȱofȱbread,ȱsinceȱinȱAlbaniaȱitȱisȱaȱproductȱconsumedȱmoreȱthanȱinȱotherȱ
countries.ȱWouldn�tȱ itȱ beȱ betterȱ ifȱ theȱ priceȱ ofȱ thisȱ productȱ wasȱ lowȱ inȱ Albania,ȱ whereȱ aȱ
considerableȱnumberȱofȱtheȱpopulationȱhasȱaȱlowȱincome?ȱȱ

Let�sȱseeȱwhatȱwouldȱhappenȱinȱtheȱAlbanianȱmarketȱifȱ10000ȱtonnesȱofȱwheatȱandȱ5000ȱtonnesȱ
ofȱgrainȱwereȱtoȱenterȱtheȱmarket.ȱTheȱbenefitsȱwouldȱbe:ȱTheȱAlbanianȱconsumersȱwouldȱhaveȱ
accessȱ toȱ aȱ cheaperȱproduct,ȱ theȱproducersȱwouldȱhaveȱ cheaperȱ inputs,ȱ andȱ theȱgovernmentȱ
wouldȱbeȱ freeȱ fromȱ theȱpreoccupationȱofȱ findingȱ theȱ financialȱ sourcesȱ toȱ stimulateȱ theȱgrainȱ
production.ȱTheȱ losses,ȱonȱtheȱotherȱhandȱwouldȱbe:ȱTheȱwheatȱfactoriesȱwouldȱbeȱaffectedȱ inȱ
theirȱprofitsȱandȱtheirȱrentability,ȱandȱgrainȱproducersȱwouldȱcomeȱfaceȱtoȱfaceȱwithȱaȱstrongerȱ
competitiveness.ȱȱ

Weȱ argueȱ thatȱ 10000ȱ tonnesȱofȱwheatȱ andȱ 5000ȱ tonnesȱofȱgrainȱ areȱdefinitelyȱnotȱ enoughȱ toȱ
affectȱ theȱ marketȱ mechanism,ȱ inȱ orderȱ toȱ affectȱ aȱ priceȱ change.ȱ Sinceȱ Albaniaȱ consumesȱ
approximatelyȱ 800Ȭ1000ȱ tonnesȱ ofȱ flourȱ perȱ day,ȱ 10000ȱ tonnesȱ ofȱ flourȱ areȱ equivalentȱ toȱ aȱ
consumptionȱofȱonlyȱ 10Ȭ11ȱdays.ȱTherefore,ȱ theȱquantityȱ arguedȱ (10000ȱ tonnesȱofȱwheatȱ andȱ
5000ȱtonsȱofȱgrain)ȱthatȱwouldȱenterȱwithȱzeroȱtariffȱconstituteȱ1.9ȱandȱ2.1ȱpercentȱrespectivelyȱofȱ
theȱ flourȱ consumedȱ inȱ theȱ lastȱ twoȱ years,ȱ or,ȱ merelyȱ 8Ȭ10ȱ percentȱ ofȱ theȱ flourȱ imported.ȱ
Meanwhile,ȱtheȱannualȱquantityȱproducedȱforȱtheȱyearȱ2000ȱandȱ2001,ȱ10000ȱtonnesȱofȱwheatȱorȱ
13000ȱtonnesȱofȱgrain,ȱconstituteȱ2.5%ȱandȱ2.9%ȱrespectively.ȱFromȱtheȱlastȱdata,ȱonlyȱ46%ȱofȱtheȱ
Albanianȱ needsȱ forȱ grainȱ andȱwheatȱwouldȱ beȱ fulfilledȱ byȱ internalȱ productȱ andȱ 54%ȱ fromȱ
imports.ȱInȱaddition,ȱthatȱcomparedȱwithȱtheȱ90�s,ȱtheȱsurfaceȱplantedȱwithȱgrainȱhasȱfallenȱbyȱ
50%,ȱtheȱproductionȱbyȱmoreȱthanȱ60%,ȱandȱtheȱwheatȱproductionȱhasȱdecreasedȱbyȱ3.5ȱtimes.ȱ
Thus,ȱ whyȱ shouldȱ oneȱ beȱ againstȱ theȱ cheaperȱ importsȱ (Albanianȱ Ministryȱ ofȱ Agriculture,ȱ
Annualȱreport,ȱ2002)?ȱ

TheȱproblemȱisȱthatȱinȱAlbaniaȱtheȱcustomsȱandȱtheȱinformationȱtheyȱprovideȱleaveȱmuchȱtoȱbeȱ
desiredȱandȱtheȱ illegalȱentranceȱofȱexcessȱquantitiesȱ isȱreal.ȱButȱ isȱthisȱtheȱconsequenceȱofȱfreeȱ
tradeȱagreements?ȱCouldȱweȱlimitȱourȱtradeȱopeningȱtoȱaȱlackȱofȱinstitutionalȱcapacity?ȱȱ

Itȱ isȱ trueȱ thatȱaȱminimalȱproblemȱwillȱbeȱcreatedȱbyȱtheȱentranceȱwithȱzeroȱ tariffȱofȱgrainȱandȱ
wheat,ȱbutȱatȱtheȱsameȱtimeȱfromȱtheseȱfreeȱtradeȱagreementsȱnewȱmarketsȱwillȱbeȱopenedȱforȱ
hundredsȱofȱotherȱproducers,ȱlikeȱtheȱproducersȱofȱtheȱgreenȱhouseȱvegetables,ȱmineralȱwater,ȱ
beer,ȱwine,ȱcognac,ȱfruitȱȬȱ juice,ȱcheeseȱ(thisȱproductionȱfulfillsȱ100%ȱofȱtheȱinternalȱneedsȱandȱ
thisȱyearȱtheȱfirstȱsignsȱofȱcrisesȱappearedȱinȱthisȱsectorȱifȱexportȱmarketsȱcan�tȱbeȱfound).ȱInȱtheȱ
cheeseȱsector,ȱmillionsȱofȱdollarsȱmightȱbeȱgainedȱorȱlost,ȱmanyȱtimesȱgreaterȱthanȱtheȱ�relativeȱ
lossesȱofȱtheȱgrindȱindustry.ȱ(TheȱongoingȱofȱtheȱsupplyȱofȱtheȱAlbanianȱagroȬfoodȱproductsȱandȱ
theȱmoreȱeffectiveȱpoliciesȱ toȱ increaseȱ theirȱcompetitivityȱ inȱ theȱmarket,ȱRuralȱStudiesȱCenter,ȱ
2001).ȱȱ

Whatȱ aboutȱ theȱ consumersȱ inȱ thisȱ analysis?ȱ Consumers�ȱ interestsȱ areȱ hardlyȱ takenȱ intoȱ
considerationȱ becauseȱ theyȱ areȱ lessȱ organizedȱ thanȱ thoseȱ ofȱ theȱ businessȱ community.ȱWhoȱ
speaksȱonȱbehalfȱofȱtheȱAlbanianȱconsumers?ȱȱ

Itȱmustȱ beȱ stressedȱ thatȱ justȱ theȱ factȱ thatȱ theȱmarketȱ isȱ openingȱ andȱ thatȱ newȱ operatorsȱ areȱ
enteringȱ theȱmarket,ȱwillȱ breakȱ aȱmonopolisticȱ situationȱ inȱ imports,ȱmakingȱ theȱ consumersȱ
benefitȱdirectly.ȱ

ProtectionismȱhasȱneverȱbeenȱappropriateȱforȱsmallȱcountriesȱlikeȱAlbania.ȱOnȱtheȱcontrary,ȱthisȱ
hasȱcausedȱaȱdecreaseȱinȱtheȱselectivityȱ inȱtheȱeconomy.ȱTheȱfactȱisȱthatȱbyȱhavingȱaȱrestrictedȱ
andȱartificiallyȱnotȱcompetitiveȱmarket,ȱweȱcannotȱaffordȱtheȱworldȱtradeȱpricesȱandȱtheȱlossȱwillȱ
beȱatȱtheȱexpenseȱofȱtheȱconsumers.ȱȱ
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Thereȱ isȱ aȱ lotȱ ofȱ debateȱ roundȱ theȱ geneticallyȱmodifiedȱ products,ȱ whichȱ directlyȱmayȱ theȱ
consumers�ȱ healthȱ and,ȱ indirectly,ȱ theȱ Albanianȱ exports.ȱ Iȱ haveȱmentionedȱ inȱ theȱ previousȱ
chapterȱthatȱoneȱofȱtheȱAlbanianȱagriculturalȱproducts�ȱcomparativeȱadvantagesȱisȱthatȱtheyȱareȱ
stillȱconsideredȱasȱBIOȱproducts.ȱBut,ȱsinceȱ theȱpossibilityȱofȱentranceȱofȱgeneticallyȱmodifiedȱ
productsȱexists,ȱtheȱnegotiatingȱgroupsȱshouldȱbeȱveryȱcarefulȱinȱdeterminingȱtheȱrulesȱofȱoriginȱ
toȱ protectȱ theȱ consumers,ȱ theȱ internalȱ agriculturalȱ productsȱ andȱ oneȱ ofȱ theȱ importantȱ
comparativeȱadvantagesȱofȱtheȱAlbanianȱproductsȱinȱtheȱveryȱstrictȱEuropeanȱmarket.ȱ

2.2 The advantages and disadvantages of FTAs  

Naturally,ȱAlbania,ȱdespiteȱitsȱdifficultȱpositionȱimposedȱbyȱitsȱeconomicȱparametersȱcomparedȱ
toȱotherȱborderingȱcountries,ȱcouldn�tȱbeȱindifferentȱtoȱgainingȱmoreȱoutȱofȱtheȱstabilizingȱandȱ
liberalizingȱprocess.ȱ

TheȱSouthȱEasternȱEuropeanȱregion,ȱwhichȱAlbaniaȱbelongsȱtoȱgeographically,ȱbutȱalsoȱbecauseȱ
ofȱ theȱ factȱ thatȱ itȱ isȱcomprisedȱofȱsmallȱandȱrelativelyȱ�isolated�ȱcountriesȱ fromȱ theȱeconomicȱ
pointȱofȱview.ȱThisȱconstitutesȱaȱproblem,ȱtakingȱintoȱconsiderationȱtheȱfactȱthatȱtheȱstabilizationȱ
inȱ generalȱ termsȱ isȱ enabledȱ onlyȱ ifȱ anȱ advancedȱ developmentȱ andȱ integrationȱ levelȱ inȱ theȱ
economicȱfieldȱareȱattained.ȱTheȱ�isolation�ȱofȱtheȱcountriesȱisȱ justȱoneȱofȱtheȱmainȱbarriersȱofȱ
stabilization.ȱȱ

Inȱgeneralȱ terms,ȱ itȱ isȱacceptedȱ thatȱ theȱ establishmentȱofȱaȱ freeȱ tradeȱ zoneȱ inȱ theȱ regionȱwillȱ
assistȱtheȱovercomingȱofȱthisȱisolation,ȱbecauseȱtheȱproducedȱgoodsȱwillȱhaveȱtheȱadvantageȱofȱ
facingȱ aȱmarketȱwithȱmoreȱ thanȱ 50ȱmillionȱ consumers.ȱ Ifȱ theȱ establishmentȱ ofȱ thisȱ zoneȱ isȱ
consideredȱasȱanȱeventȱseparateȱfromȱtheȱothers,ȱ itȱdoesn�tȱseemȱtoȱbeȱaȱsubstantiallyȱpositiveȱ
effectȱinȱtheȱeconomicȱdevelopmentȱofȱtheȱregion.ȱȱ

EmpiricalȱstudiesȱshowȱthatȱtheȱshortȬtermȱeconomicȱimplicationsȱareȱdoubled.ȱNevertheless,ȱitȱ
seemsȱthat:ȱ(a)ȱForeignȱDirectȱInvestmentsȱareȱexpectedȱtoȱincreaseȱ(b)ȱtheȱindustrializationȱlevelȱ
ofȱ theȱ regionalȱ countriesȱ willȱ increase;ȱ (c)ȱ consideringȱ thatȱ theȱ regionalȱ countriesȱ shareȱ aȱ
resemblanceȱinȱtheirȱeconomies,ȱtheȱmarketȱdiversificationȱmightȱbeȱprofitableȱforȱtheȱcountriesȱ
thatȱ haveȱ aȱ competitiveȱ advantage;ȱ (d)ȱ fiscalȱ stabilization,ȱ throughȱ customsȱ andȱ taxȱ systemȱ
harmonization,ȱmightȱplayȱaȱcentralȱ roleȱ inȱ increasingȱ theȱ stabilityȱ inȱ theȱ region,ȱand;ȱ (e)ȱ theȱ
pricesȱareȱexpectedȱtoȱdecrease.ȱ

Atȱ zeroȱ tariffs,ȱ theȱAlbanianȱ investorsȱwillȱbuyȱmoreȱ advancedȱ technology,ȱ comparedȱ toȱ theȱ
olderȱ ones,ȱ forȱ whichȱ theyȱ haveȱ paidȱ tariffs,ȱ andȱ theȱ inputsȱ willȱ beȱ ofȱ betterȱ qualityȱ andȱ
quantity;ȱ also,ȱ theyȱwillȱ haveȱ accessȱ toȱ foreignȱ capitalȱ forȱ investments.ȱ Theȱ resultȱwillȱ beȱ aȱ
growthȱofȱ effectivity,ȱqualityȱ andȱ competitivenessȱofȱdomesticȱproducts.ȱThroughȱFTAsȱ theyȱ
willȱhaveȱaccessȱtoȱforeignȱcapitalȱforȱ investments.ȱItȱwillȱturnȱoutȱtoȱbeȱaȱfatalityȱ ifȱweȱproveȱ
unableȱ toȱ takeȱ advantageȱ ofȱ theseȱ opportunitiesȱ thatȱ integrationȱ givesȱ us.ȱ Tillȱ today,ȱ theȱ
EuropeanȱCommunityȱhasȱgivenȱusȱaȱpreferentialȱregime,ȱwhichȱallowsȱusȱaȱcertainȱquantityȱofȱ
exportsȱ atȱ zeroȱ tariffs.ȱ Weȱ cannotȱ totallyȱ exploitȱ thisȱ regimeȱ becauseȱ weȱ don�tȱ haveȱ theȱ
appropriateȱproductionȱvolumeȱtoȱfulfillȱthisȱquota.ȱ

Also,ȱevenȱthoughȱtheyȱcannotȱbeȱmeasuredȱbyȱquantityȱofȱmoney,ȱaȱnumberȱofȱnonȬeconomicȱ
implicationsȱ areȱ veryȱ important.ȱ Someȱ ofȱ themȱ are:ȱ (a)ȱ increasingȱ theȱ securityȱ throughȱ
cooperation,ȱ (b)ȱ decreasingȱ theȱ bureaucraticȱ andȱ corruptionȱ level,ȱ (c)ȱ socialȱ integration;ȱ (d)ȱ
creationȱandȱconsolidationȱofȱinstitutions;ȱ(e)ȱenvironmentalȱandȱpublicȱhealth,ȱandȱintellectualȱ
propertyȱ protectionȱ improvements;ȱ (f)ȱ increaseȱ inȱ competition;ȱ (g)ȱ betterȱ fulfillmentȱ ofȱ
consumersȱneeds.ȱRelatingȱtoȱtheȱFTAs,ȱconsumersȱwillȱhaveȱaȱgreaterȱopportunityȱofȱproductȱ
choice.ȱTheyȱwillȱbeȱmoreȱprotectedȱbyȱconsumingȱproductsȱwithȱguaranteedȱqualityȱandȱwillȱ
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enjoyȱanȱ increasedȱstandardȱofȱ living.ȱAlbanianȱconsumersȱshallȱalsoȱbenefitȱfromȱaȱstabilizedȱ
offerȱofȱqualitativeȱproducts.ȱȱ

Besidesȱ theȱ positiveȱ effectsȱ aȱ Freeȱ Tradeȱ Agreementȱ brings,ȱ inȱ theȱ caseȱ ofȱ Albania,ȱ itȱ isȱ
accompaniedȱbyȱseveralȱnegativeȱeffects,ȱwhichȱareȱconnectedȱtoȱoldȱtechnology,ȱdeficienciesȱinȱ
marketingȱ strategies,ȱappearanceȱofȱ theȱcontrabandsȱ inȱ theȱ formȱofȱabusingȱ rulesȱofȱorigin,ȱaȱ
decreaseȱ inȱ theȱ internalȱ production,ȱ asȱ aȱ consequenceȱ ofȱ theȱ competitionȱ fromȱ foreignȱ
production,ȱ andȱ aȱ decreaseȱ inȱ theȱ budgetȱ revenue,ȱ asȱ aȱ consequenceȱ ofȱ theȱ decreaseȱ inȱ theȱ
importȱtariffs,ȱetc.ȱȱ

Takingȱallȱtheȱaboveȱintoȱconsideration,ȱweȱcanȱsayȱthatȱwithoutȱanȱoverallȱstrategyȱofȱeconomicȱ
developmentȱ andȱ steadyȱ producingȱ factors,ȱ signatureȱ ofȱ Freeȱ Tradeȱ Agreements,ȱ will,ȱ
undoubtedlyȱ leadȱusȱ towardsȱ continuousȱ riskȱofȱ competition.ȱWhatȱweȱ allȱ askȱ isȱ �Whatȱ canȱ
Albaniaȱ doȱ toȱ effectivelyȱmanageȱ theȱwholeȱ openingȱ processȱwithoutȱ losingȱ theȱ longȬtermȱ
objective�?ȱWhatȱweȱcanȱdoȱisȱtoȱrespectȱtheȱnonȬdiscriminationȱprinciple,ȱinciteȱtheȱapplicationȱ
ofȱaȱlegislationȱencouragingȱcompetition,ȱrespectȱantiȬdumping,ȱprotectȱconsumers,ȱenforceȱnewȱ
tradeȱpoliticsȱbetweenȱcountries,ȱprohibitȱtradeȱstateȱmonopoly,ȱandȱeliminateȱallȱexportȱtaxes.ȱ

Weȱshouldȱnotȱ forgetȱ thatȱAlbaniaȱwouldȱbeȱ facedȱwithȱcountriesȱeconomicallyȱstrongerȱ thanȱ
itself,ȱ andȱ withȱ anȱ agriculturalȱ overproductionȱ forȱ manyȱ years,ȱ (likeȱ France,ȱ Germany,ȱ
Netherlandsȱ etc).ȱ Theȱ integrationȱ withȱ theseȱ countriesȱ meansȱ thatȱ ourȱ economyȱ willȱ faceȱ
costlessȱproductionsȱcomparedȱtoȱthoseȱfromȱregionȱcountries.ȱ

3. Conclusions  

InȱtheȱactualȱeconomicȱsituationȱofȱAlbaniaȱwhenȱagricultureȱandȱotherȱsectorsȱofȱtheȱeconomyȱ
startedȱ toȱrecover,ȱ theȱeconomicȱdevelopmentȱstrategyȱofȱAlbania,ȱandȱ inȱ thisȱ framework,ȱ theȱ
narrowingȱofȱtradeȱdeficitȱshouldȱsupportȱexportsȱprimarily.ȱAlso,ȱtheȱuseȱofȱtheȱexistingȱpotentialȱ
toȱincreaseȱtheȱexportsȱtoȱregionalȱandȱinternationalȱmarketsȱisȱtheȱonlyȱalternativeȱforȱaȱlongȬ
termȱeconomicȱdevelopment.ȱCompetitiveȱadvantageȱ representsȱ theȱexportȱpotentialsȱandȱ theȱ
powerfulȱAlbanianȱargumentsȱinȱtheȱfavorȱofȱfreeȱtrade.ȱEvidencingȱandȱexploitingȱtheȱproductsȱ
thatȱ embodyȱ theseȱ advantagesȱ willȱ increaseȱ theȱ competitiveȱ advantagesȱ ofȱ theȱ Albanianȱ
productsȱinȱtheȱregionalȱandȱEuropeanȱmarket.ȱȱ

InȱAlbania,ȱaȱbigȱpartȱofȱtheȱexpensesȱcomeȱfromȱtheȱimportedȱinputs,ȱwhichȱdirectlyȱinfluenceȱ
theȱcompetitivenessȱofȱtheȱAlbanianȱproductsȱcomparedȱwithȱregionȱcountries.ȱAlso,ȱthereȱexistsȱ
aȱ bigȱ differenceȱ inȱ percentageȱ betweenȱ variableȱ costsȱ andȱ fixedȱ costsȱ inȱ theȱ agriculturalȱ
production.ȱTheȱ lowȱ levelȱofȱ theȱ fixedȱ costsȱarisesȱbecauseȱofȱ theȱ smallȱ capacityȱofȱ theȱmainȱ
producers,ȱwhichȱareȱmainlyȱfamiliesȱthatȱincludeȱaȱpartȱofȱtheȱfixedȱcostsȱinȱtheȱfamilyȱcostsȱorȱ
doȱnotȱcalculateȱthemȱatȱall.ȱInȱgeneral,ȱtheȱcostsȱforȱmarketingȱareȱlowȱorȱdoȱnotȱexistȱatȱall.ȱAȱ
tendencyȱexistsȱtoȱpayȱattentionȱtoȱtheȱmarketingȱwhenȱtheȱproducersȱhaveȱachievedȱaȱcertainȱ
levelȱofȱproductionȱandȱtheyȱneedȱfacilitiesȱtoȱtradeȱtheȱproductȱnotȱanymoreȱinȱtheȱoccasionalȱ
markets.ȱ

Toȱ identifyȱ theȱ productsȱ thatȱ haveȱ comparativeȱ advantages,ȱ theȱ Revealedȱ Comparativeȱ
Advantageȱ(RCA)ȱ isȱaȱveryȱusefulȱindexȱwhenȱweȱconsiderȱtheȱcountriesȱseparately.ȱWhereas,ȱ
whenȱweȱ needȱ toȱ compareȱ theȱ competitiveȱ advantagesȱ ofȱ differentȱ countriesȱweȱ useȱ Tradeȱ
PerformanceȱIndex.ȱForȱtheȱmajorityȱofȱAlbanianȱproductsȱandȱalmostȱforȱtheȱwholeȱperiod,ȱtheȱ
specializationȱ indexȱ isȱ negative.ȱNevertheless,ȱ thereȱ areȱ alsoȱ someȱ positiveȱ tendencies,ȱ butȱ
whichȱ areȱ stillȱweak,ȱ inȱproductsȱ likeȱoilȱ seeds,ȱoleaginousȱ fruits,ȱ lack,ȱnaturalȱgums,ȱ resins,ȱ
gumȱ resins,ȱ etc.ȱ Theȱ RCAȱ inȱ theȱ foreignȱmarketȱ areȱ kept,ȱwhileȱ fromȱ theȱ yearȱ 2000,ȱ foodȱ
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productsȱareȱaccumulatingȱincreasingȱadvantages.ȱInȱtheȱregionalȱmarket,ȱAlbaniaȱhasȱshownȱaȱ
highȱcomparativeȱadvantageȱforȱwood,ȱleatherȱandȱbasicȱmanufacturedȱproducts.ȱȱ

Theȱ Albanianȱ productionsȱ haveȱ comparativeȱ advantagesȱ becauseȱ ofȱ theȱ favorableȱ naturalȱ
conditionsȱandȱparticularlyȱbecauseȱofȱtheȱcollectionȱofȱmedicinalȱplansȱandȱtheȱproductionȱofȱ
certainȱ vegetablesȱ duringȱ theȱ offȬseasonȱ ofȱ Centralȱ Europe.ȱ Also,ȱ Albanianȱ agriculturalȱ
products,ȱ likeȱ oliveȱ oilȱ etc,ȱ areȱ consideredȱ BIOȱ products,ȱ andȱ thisȱ canȱ beȱ consideredȱ aȱ
comparativeȱ advantageȱ ofȱ theȱAlbanianȱ agriculturalȱproductȱ atȱ theȱ timeȱwhenȱ theȱ riskȱ fromȱ
geneticallyȱmodifiedȱproductsȱisȱveryȱhigh.ȱAnotherȱfactorȱisȱtheȱgoodȱreputationȱofȱAlbaniaȱasȱ
aȱpartnerȱcountryȱforȱsomeȱsectorsȱandȱproducts.ȱOtherȱfactorsȱareȱtheȱexistenceȱofȱskilledȱlaborȱ
inȱ someȱ sectorsȱ suchȱ asȱ theȱmanufactureȱ ofȱ garments,ȱ theȱ existenceȱ ofȱ facilitiesȱ forȱ storageȱ
and/orȱ theȱ processingȱ availableȱ inȱ someȱ linesȱ ofȱ tradeȱ (medicinalȱ plants,ȱ freshȱ fishȱ andȱ fishȱ
processing),ȱ theȱ existenceȱofȱportȱ infrastructureȱwhichȱ isȱ importantȱ forȱ theȱ supplyȱofȱorganicȱ
products,ȱandȱtheȱ lowȱwageȱrateȱ inȱtheȱcountryȱ inȱsomeȱexportȬorientedȱsectors,ȱwhichȱaffectsȱ
theȱcostsȱofȱproductionȱandȱcontributesȱtoȱcomparativeȱadvantageȱofȱAlbanianȱproducts.ȱȱ

ApartȱfromȱtheȱbigȱdebateȱregardingȱtheȱfreeȱtradeȱagreementsȱofȱAlbaniaȱwithȱregionȱcountriesȱ
weȱ seeȱ theseȱ tradeȱagreementsȱ fromȱ theȱ stimulantȱdimensionȱpointȱofȱviewȱ forȱourȱdomesticȱ
production.ȱThisȱmeansȱanȱincreaseȱinȱtheȱcompetitivenessȱofȱAlbanianȱproducts.ȱAlso,ȱweȱareȱ
optimisticȱbecauseȱofȱ theȱbiggerȱ tradeȱcreatedȱwithȱaboutȱ50ȱmillionȱconsumers,ȱwhichȱmeansȱ
biggerȱ possibilitiesȱ forȱ increasingȱ foreignȱ investmentsȱ andȱ anȱ increaseȱ inȱ theȱ economicȱ
stabilizationȱofȱtheȱregion.ȱOtherȱprofitsȱfromȱfreeȱtradeȱagreementsȱwillȱbeȱtheȱincreaseȱofȱfiscalȱ
stabilizationȱ throughȱ customsȱ andȱ taxȱ systemȱ harmonization.ȱ Theȱ pricesȱ areȱ expectedȱ toȱ
decrease,ȱ theȱ competitionȱ willȱ increase,ȱ consumersȱ needsȱ willȱ beȱ betterȱ fulfilledȱ andȱ
environmentalȱandȱpublicȱhealthȱsectorsȱwillȱbeȱimproved.ȱ

List of abbreviations  

ECȱ�ȱEuropeanȱCommunityȱȱ
FTAȱ�ȱFreeȱTradeȱAgreementȱ
GDPȱ�ȱGrossȱDomesticȱProductȱ
ITCȱ�ȱInternationalȱTradeȱCentreȱȱ
RCAȱ�ȱRevealedȱComparativeȱAdvantagesȱȱ
TPIȱ�ȱTradeȱPerformanceȱIndexȱ
WTOȱ�ȱWorldȱTradeȱOrganisationȱ
ȱ
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