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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 3.2 million
GDP (PPP): $26.1 billion
1.3% growth in 2012
5-year compound annual growth 3.7%
$8,052 per capita
Unemployment: 15.0% (2008)
Inflation (CPI): 2.0%
FDI Inflow: $957.0 million
Public Debt: 60.6% of GDP
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ALBANIA

World Rank: 54  Regional Rank: 25

A lbania’s economic freedom score is 66.9, making its econ-
omy the 54th freest in the 2014 Index. Its overall score has 

increased by 1.7 points, with notable improvements in invest-
ment freedom and trade freedom. Albania is ranked 25th 
among the 43 countries in the Europe region, and its overall 
score is above the world average.

Over the 20-year history of the Index, Albania has advanced its 
economic freedom score by about 17 points, a top 20 improve-
ment. With score increases in nine of the 10 economic free-
doms, Albania has risen gradually into the “moderately free” 
category. Notable structural reforms have included trade lib-
eralization, privatization, implementation of competitive flat 
tax rates, and modernization of the regulatory environment. 
Along with the effective maintenance of low inflation, greater 
monetary stability has also been achieved.

The judiciary remains subject to political interference, and 
deeper institutional reforms to eradicate lingering corrup-
tion and increase judicial independence are critical to ensur-
ing greater economic freedom in Albania. Rising fiscal deficits 
in recent years have increased public debt to above 60 percent 
of GDP, the legal limit set in 2008.

BACKGROUND: Communist rule in Albania ended in 1992. 
Socialist Edi Rama was elected prime minister in June 2013, 
defeating conservative incumbent Sali Berisha, who had been 
prime minister since 2005. Rama campaigned on a promise 
to secure European Union candidacy status within a year. 
Albania achieved full membership in NATO in April 2009 and 
continues to make a small contribution to the NATO-led mis-
sion in Afghanistan. Despite some reforms, Albania is one of 
Europe’s poorest countries. Transportation and energy infra-
structure are poor by European standards. The economy is 
dominated by agriculture and services, including tourism.
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THE TEN ECONOMIC FREEDOMS

A weak regulatory environment, opaque government procurement rules, a culture of impunity, 
and political interference make it difficult for the judiciary to deal with high-level and deeply 
rooted corruption in Albania, a major transit country for human trafficking and illegal arms 
and narcotics. Protection of intellectual property rights is weak, and Albania still lacks a clear 
property rights system, particularly for land tenure.

The efficient regulatory framework supports business formation. The number of days needed 
to start a business has been cut to four, with no minimum capital required. Despite efforts to 
increase flexibility in the labor market, relatively rigid employment regulations hinder pro-
ductivity growth and dynamic job creation. Price controls and state subsidies distort domestic 
prices for electricity, water, and railroad transportation.

Albania’s average tariff rate has improved significantly from 5.1 percent to a relatively low 1.3 
percent. The country officially welcomes foreign investment, but red tape and insufficient 
protection of property rights discourage investment. The financial system remains relatively 
well-developed and stable despite the challenging external environment. The banking sector 
is well-provisioned, but the share of non-performing loans has been rising.

The top individual income and corporate tax rates are 10 percent. Other taxes include a value-
added tax (VAT) and an inheritance tax. The overall tax burden has fallen slightly to 23 percent 
of total domestic income. Government expenditures stand at 28.5 percent of GDP. The slowing 
domestic economy has put internal pressures on public finances, pushing up public debt to 61 
percent of GDP.

ALBANIA (continued)


