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This article deals with the current situation of labor resources in Albania and its trends from the viewpoint of their contributions to the overall country progress. A real partnership between business and public institutions, the efforts to formalize the economy, to promote discipline and better application of international standards are considered key issues for the future country developments. The effective management of human resources and coordination could not be reached without profound structural and economic reforms, without free entrepreneurship initiative encouragement, and without mutual confidence between the employers and the employees. 

1. GENERAL CONSIDERATIONS ON HUMAN RESOURCES

DEVELOPMENTS
In the early transition years (beginning of the ’90s), due to the massive collapse of ineffective public sector enterprises, the Albanian economy faced a severe crisis and a significant production drop. This is clearly expressed by negative GDP growth rates for the years 1991 and 1992, higher inflation (104.1 % in 1991, 236.6 % in 1992 and 30.9 % in 1993) and the high level of unemployment. In addition, the transition period is characterized by an increase of the private sector contribution to the GDP. Such a contribution in 1996 reached 75%, compared to only 5% in 1991 (INSTAT, 2002). Nowadays, economic progress, and especially the progress of transition countries (e.g. Albania), cannot be seen separate from the overall progress in human resources. While improvement of the country’s welfare is the main purpose of development, economic growth serves as a tool to achieve it. 
Since 1990, when the Human Development Index was used for the first time, it has been considered an important index for alternatively assessing development. HDI figures for Albania, calculated by UNDP (included in some of the Human Development Global Reports), are based on estimated data, especially for longevity and education (This index was calculated in Albania for the first time only in 2002.). According to HDI figures for the period of 1993-2001, Albania was ranked by the United Nations as 70th amongst 173 countries which calculate the index, or within a group of countries with an average level of human development (HDPC, 2002). With the HDI figure of 0.764 for 2001, Albania seems to have improved its position amongst these countries. 
2. CURRENT SITUATION ON HUMAN RESOURCES.

GLOBALIZATION AND THE NEED FOR RE-INTEGRATION
The intense social-economic transformation in Albania from the old system of a command economy towards a new market system (like in other regional countries) was accompanied by certain events and consequences that were not foreseen properly. The main features of the early ’90s was a significant drop in the work force, reduced number of the active population, as well as a high level of unemployment. Employment reduction was primarily caused by drastic cuts in the state-owned or public sector entities.

Political, economical and social developments at this stage also stimulated free movement within and outside Albania. Consequently, too many changes happened in the urban and rural country population structure. Currently, about 46% of the Albanian population lives in cities and towns compared to 36% in 1990 (INSTAT- RPOBA, 2002). Migration movement from poor and rural areas towards urban regions brought about a higher concentration of the population in West Lowland (Durrës - Vlorë coastline), and especially in Tirana. According to some estimation, about one-third of the whole country population lives in Tirana and its outskirts. This movement, aiming to find better economic and social conditions, was spontaneous, chaotic and not programmed by the government. In most of the cases, the population did not find the “ideal living conditions”. Most of the newly migrated places were not equipped with the proper infrastructure and were characterized by the lack of strategic development plans. Furthermore, these difficulties, such as poverty, unemployment, poor infrastructure and lack of the basic living conditions, continue to remain a problem. 
Such new developments, characterized both by the persistent growth of a new private sector and by the decrease of the role or contribution of the public sector, brought on a new situation in the labor market. The unemployment rate at the end of 1993 reached 30%, compared to 2% at the end of 1990. Statistical data for 2003 reveals there were 164,000 registered unemployed or an unemployment rate of 15%. A dramatic increase in this figure in the early transition years was the result of considerable employment reduction made by the public sector enterprises and especially by those public sector entities dealing with mineral extracting/processing activities and the oil industry.

All the above factors should be seen as closely linked with today’s international trends of rapid movement towards globalization and integration. Moving towards liberalization and adoption of market-oriented models serves to the freer flow of capital, stimulates rapid production developments, technology information improvements, diffusion and progress of global telecommunication, etc.

The actual phenomenon of global production, characterized by wide-spread commodities, services and values, requires flexible organizational structures and competitive abilities: “…the main determinants of the ability to sell products and services in the international markets are no longer mainly relative costs advantages. More and more, competitiveness is based on quality, speed, technical superiority, and service and production differentiation” (Tolentino, 2003).
Improving competitive abilities requires the reviewing and evaluation of all the factors contributing to production, where human resources remain an important one. “An enterprise’s competitive advantage is developed through improvements in the way it organizes and performs its sourcing, production and distributing activities” (Porter, 1990).
Competitive advantages, nowadays, are relying more and more on the quality of human resources and managing such resources effectively is the key factor in building a competitive strategy. As far as policies, functions and practices used in the management of human resources form part of the strategic management, they will also help to create stable competitive advantages (Tolentino, 2003). From this point of view, improvements in the management culture and in promoting mutual confidence and common values, through daily practices and training, should be the primary objectives and purposes for the key functions of human resources management, such as planning, staff selection and assigning, motivation, etc.
In such a complexity of factors, the necessity of re-integration of the unemployed in the economic development and use of human resources effectively requires profound structural and economic reforms; free-entrepreneurship initiative encouragement and, above all, mutual confidence and trust between the employers and the employees. Recent reforms undertaken by the Albanian government, within the framework of the Association and Stabilization Agreement with the EU, aim to perform necessary legislative, structural and institutional improvements and bring them in line with those of the EU. Promoting coordinated development between regions, improving decentralization, creating good facilities for the expansion of enterprises, continuing privatization and the use of stimulating policies require the assessment of spontaneous migratory flows (Kule, 2001). This will help to improve the economic structure of the country in favor of the new branches, investment attractiveness, profit increase, employment growth, etc, and will not be done without taking into consideration past and current population movements. 

Undertaking these complex reforms will help to better incorporate and use monetary and human resources. From this point of view, there is no doubt that monetary savings, especially those of compatriots living and working abroad, are decisive inputs in carrying out useful, long-term investments. 

3. LABOR MARKET TRENDS, THE ROLE OF EMIGRATION IN

THE DEFLATING UNEMPLOYMENT PRESSURE AND THE

NEED FOR NATIONAL GOVERNMENT POLICIES
Complete analyses on human resources will not be made separately from the analyses of business development facilities and its competitive abilities; thus, for such purposes, two basic factors have to be considered: 

First of all, the market is going to change and become more attractive, or in other words, a new “friendly” climate where businesses will be established. Business enterprises are key pillars to economic development and an irreplaceable possibility for employing an active work force. Also, they will serve as institutions that contribute directly to education and to the progress of the whole society. 

Secondly, in developing and strengthening the competitive abilities in an open and global economy, internal human resources plays an indispensable role, i.e. managers, employees and the overall culture of the business organization. 

Sustainable development and better use of human resources require the establishment of a real partnership between public institutions and business organizations. They also require transparency and involvement of businesses in drafting and implementing priority policies of country development. Work and effort are necessary to formalize the economy and to promote discipline and better international standards. 

By registering business entities in time, at relevant institutions, avoiding practices of restrictive behavior and replacing them, as far as possible, by other means that promote legislation enforcement will contribute to business expansion. Thus, we will have a more appropriate climate for exercising free initiative and the practices of market deformation, such as unequal treatment of entrepreneurs and unfair competitiveness, will be avoided. Such a process will help not only economic growth, but will also contribute to raising the amounts of government revenues (i.e. as a result of fiscal evasion reduction and the increase of the collection of the social insurance plan benefits). Bearing in mind the experience gained up to date, it will also serve to undertake the necessary steps towards proper improvements in the social insurance benefit plan. In the end, this will help to better formalize the labor market in itself.

Another characteristic of labor market development is the emigration Albania faced in the early ’90s. According to some estimation, more than 20% of the population crossed the Albanian borders at that time. The main destinations of emigration were its bordering neighbors and other western European countries.

Massive emigration caused important consequences.  For example, from the employment point of view, emigration, affecting part of the active work force, had a positive influence on “blowing out” the high unemployment rate (Papanagos, Sanfey, Mancellari, 1996). In addition, it has influenced and is contributing to employment because our compatriots’ incomes are an important source of investment for generating local business enterprises. 

This important role of emigration supporting economic development should draw the attention of the government to build up strategies and produce a re-integration plan for all our compatriots, so they can be equipped with new experience and know-how, trained and qualified abroad. Those working in the EU are a good source of foreign expertise (Labriandis, Brahimi, 2002); thus, the government should find appropriate ways to withdraw and use this experience in their country’s interest.

The time to absorb and use back our “brain drain”, for the purpose of development, has come. Also, this will help to gradually overcome the previous mentality, which, to say the truth, is going away very slowly.

4. ANALYSES OF EMPLOYMENT POTENTIALS IN CLOSE

RELATION WITH SOME UNEMPLOYMENT FEATURES
Proper measures and economic improvements indirectly effect labor resources because business growth and its expansion, in the end, will be in need of new labor resources and, especially, trained employees. A unique feature of capitalist development in Albania is the fact that it is starting from a non-existent basis and lack of previous tradition. 

Due to the past inheritance of the country’s economic development, agriculture is to be considered as one of the more attractive sectors for employing a significant number of the labor force, and mainly from those living in the countryside area. However, the “backward” state of the agricultural development represents an enormous obstacle. Agriculture in Albania suffers from poor infrastructure, such as lack of proper roads, lack of minimum market conditions and communication, etc.

A considerable source of employment will continue to be the state-owned sector, i.e. public administration and local and/or national public enterprises. Statistical data show that the employment in this sector is more attractive for middle level specialists or managers, followed by those with higher education or university backgrounds, while the less attractive remains for people with a lower education background. Actually, the labor market needs more males than females, so employment is made more difficult for women, especially for those over the age of 40. The main regions of the country are distinguished for their high employment ratio as compared to others. For example, in the capital city Tirana, the stated-owned sector employs 27%, while the other private, non-agricultural sector employs 36%. Such figures should be a signal to policymakers for promoting policies and strategies that will help the development of other regions by using their own natural resources, including their human resources (Ceku, Korsita, 2002).
Another important sector of employment is the private business in industry, construction and services. Although such a sector is foreseen to play a key role in absorbing free labor resources, still the number of employed is low. Amongst several factors, two of them are more important. First, the private business organization, characterized by family type, is very simple and with no complexity in organization structures. Secondly, about 40-50% of its employees are not regular employees, as far as they are not included in the social insurance benefits plan.

The above analysis shows there is a restriction of abilities in the public and private sectors regarding the use of labor resources. This is the reason why the unemployment rate in Albania still remains very high. In 2001, the unemployment rate was 22.7% (INSTAT, 2002). The data accounted for in the years 2002-2004 (around 15%) show that the unemployment rate continues to remain above the average levels of regional countries (SEE). Unemployment, due to the migration towards urban areas, is higher in urban areas rather than in rural ones. About 50% of the unemployed are under 35 years old, which indicates the potential of unused workforce resources. Job reductions in the state-owned sector remain the key factor of unemployment amongst the younger generation. Also, the differences between professional training and market requirements are another reason for having a high unemployment rate in this category. The majority of the unemployed registered in the unemployment structure are those without a specific profession and with a low level of education. About 90% are considered as long-term unemployed (those who have not found a job within a year). These individuals have limited chances of finding jobs because by staying unemployed for a long time, on the one hand, reduces their abilities to compete in the labor market. On the other hand, it reduces the potential employer’s attraction since he may judge that such people do not have the appropriate professional knowledge and, as a result, do not give the required productivity. 

5. FACTORS AFFECTING THE MANAGEMENT OF HUMAN

RESOURCES IN THE PUBLIC AND PRIVATE SECTOR
The effective management of the public sector is closely linked with general improvements in staff qualification and skills. The government of Albania and other international institutions assisting it already have identified the public sector weakness in dealing with human resources. They have emphasized that improving staff selection and recruitment practices and procedures, as well as training remain key priorities for sustainable development. Within the framework of implementing a new law on civil service, profound reforms are undertaken aiming at new staff selection practices, fair competition and transparency.  

Improvements made in the public administration staff remuneration and wage tariffs system, bringing those to a more favorable level compared with the private sector, aim to be attractive to skilled candidates. Those are supposed to gradually contribute to the new competences of the public administration. Of course, the actual environment is not a perfect one as far as there are still practices of inconsistencies, especially with selection tests and the wide range of candidates, competing for employment. Such practices make a negative promotion for the administration of public institutions (according to the law requirements, the general manager of the central or local public administration institution is entitled to choose one out of the three best candidates for nomination, primarily assessed by an ad hoc commission). The new law of the civil service will provide for some of these shortcomings.
The above-mentioned weakness will not be seen as isolated practices used by one or more senior managers as far as they are consequences of the predominant mentality, political and personal interferences of public leaders, as well as lack of accountability and proper disclosures. Usually, we are faced with the lack of an active opinion and the public opinion is sometimes much more affected by bombastic media headlines rather than real things. Of course, there is an explanation for this. It is almost impossible for a public, coming from a totalitarian regime where free initiative was forbidden, to react immediately. It needs time and “education” towards better orientation, so as to find appropriate tools to cope with this new social economic phenomenon. Such a backward mentality, better expressed with the Albanian idiom “what do I have to do with it when it is not directly affecting me”, has encouraged wide-spread negative behaviors, such as corruption, crime, illegal traffics, etc.  Part of such an inactive opinion is the fact that “management in the state institutions suffers not only from the lack of an active opinion, but also is subject to restrictions which we do not find in the private sector” (Llaci, 2001). 
In these new conditions, the public sector has to be managed by similar rules and regulations of the private sector. The result of a survey done in 2001 on 14 public enterprises reveals the lack of management concepts as the main weakness in staff skills.  This is promoted by their “conviction” or “behavior” of being temporarily employed in these enterprises. Furthermore, in these enterprises, general managers were replaced, on average, 2.2 times within five years, an index that is much more frequent during the latest two-three years.
Regardless of the spread out level of this phenomenon, as compared to three to four years ago, we have been able to see some signs of improvement recently. For example, at the key positions of public administration institutions, which are nowadays parallel with the existing staff, you can also find well-educated young people, talented individuals, and new management practices. The use of modern communication tools and modern information systems undoubtedly are another aspect of improvement in the management procedures, which will stop the so-called “political” use of public power and will make the public administration be more independent towards political or “political person” fluctuations. 
Good management of labor resources at the macroeconomic level is related to the independence of public administration, the fair implementation of law, performance and accountability. This is the reason why public administration staff motivation is of great importance. This is also the reason why the public administration department at the Council of Ministers is focused on another aspect of this process, such as training the staff of the Public Administration Department in order to enable it to cope with new requirements arising from country progress and from the obligations our country has to fulfil within the framework of implementation of the stabilization association agreements with the EU.

Table 1. Active enterprises by their size established during the period 1995-2003

	Enterprise size
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	Total

	Micro
	3202
	3508
	1739
	3276
	4208
	5227
	4587
	5270
	7755
	48760

	Small
	249
	230
	127
	187
	141
	139
	96
	59
	23
	2101

	Middle
	76
	73
	39
	58
	40
	35
	28
	12
	
	752

	Large
	31
	37
	14
	14
	12
	15
	6
	3
	1
	332

	TOTAL
	3558
	3848
	1919
	3535
	4401
	5416
	4717
	5344
	7779
	51945


Source: INSTAT – Statistical Annual 2003
The more vital part of the effective use and/or good management of labor resources is the “micro” or enterprise level. Improvements in practices used on this level will help to increase employment and raise public confidence to business entrepreneurship and consider it as the real sole “job providers” (Stringa, Mema, Sallaku, 2001). 
As it was briefly mentioned above, INSTAT data show that the Albanian economy is still dominated by small and middle size enterprises, which are equipped with clear and very simple ownership forms. At the end of 2001, there were about 6,000 active enterprises registered. Table 2 presents these enterprises for the period of 1995-2003 by their size (number of employees) and legal organizational form.
Table 2. Active enterprises by their legal form established during 
the period 1995-2003

	Legal organizational form
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	Total

	Natural person
	1723
	1870
	906
	2067
	3066
	3862
	3623
	4181
	6827
	35392

	Legal person
	1835
	1978
	1013
	1468
	1335
	1554
	1094
	1163
	952
	16553

	TOTAL
	3558
	3848
	1919
	3535
	4401
	5416
	4717
	5344
	7779
	51945


Source: INSTAT – Statistical Annual 2003
As it can be noted easily from the two tables above, the majority of the enterprises consists of very small ones, characterized by simple management structures. In most of the cases, the owner serves at the same time as the main manager. Concentration of competencies in the owner’s hand has affected, to some extent, in vanishing away the need for trained managers. Sometimes, in these conditions, the weakness in management is compensated through informal relations between business owners and fiscal and/or custom administration staff. Such practices have led to fiscal evasion, market deformation and “disorientation” or “miseducation”.

From the analyses of the role private business has played during the last decade, we will reveal the soul of Albanian entrepreneurship and its great initiative, even in the circumstances when the survival of businesses was at risk. Nevertheless, the structure of the enterprise’s organization and the management of human resources have remained backward. Of course, the aim of this country report is not to analyze such a phenomenon in depth, but through some analyses to emphasize the ways to be followed for achieving the effective use of resources, the “education” of enterprises and the public in general.

Today’s need for managers of small and middle size enterprises remains limited to a few professions, such as finance specialists, accountants, information systems, specialists in the field of building and construction, etc. Each of these professionals employed or contracted shall provide information to the business owner, who is the only person in charge for making decisions. Thus, this environment does not leave much space to talk about “corporate governance principles”, “appropriate control systems”, and “proper operations procedures”. Even those entities established as partnerships have shown they will not last for long. The same could be said for joint ventures and other similar entities. Lack of a proper environment for developing stock exchange and consequently, lack of listed companies “contribute” to the prolongation of  “education” in general.

Quite different is the situation with foreign enterprises and serious entrepreneurs coming from a consolidated market environment. These entities have already established effective management structures, applied delegation of competencies at various management levels, and used appropriate systems of internal control. Such enterprises, especially the large (e.g. AMC, Vodafone, ECF Albania, majority of foreign banks or their branches operating in Albania, etc.), have established transparent procedures of recruitment and modern organizational and quality staff selection procedures. They have engaged a great number of young, talented and trained professionals, equipped with modern knowledge from both Albanian and other foreign universities.

Management in public businesses or state-owned enterprises differs from the above because it is easily affected by politics. The difficult position of these businesses, such as KESH, Albtelekom, strategic sector enterprises of oil and minerals, etc., shows for a lack of proper will to orient them to the new conditions of the market economy. Furthermore, such entities tend to be transformed into corruptive resources, or into centers where the public ownership and managerial position will be used for illegal benefits. For example, it is unacceptable that Albtelecom (which is operating in a monopolistic way in static telecommunication and where there is still a large number of people without a telephone line) continues to stagnate, or even deteriorate during the last five years. This fact becomes more evident when we compare and consider the latest developments and the variety of services that similar businesses offer world-wide (not to mention mobile telecommunication). Inflated structures, incompetence or lack of willingness of introducing proper management procedures, applicable in market economy conditions, have not given the effect required. On the contrary, they have stimulated bribery, corruption and other negative behaviors.

6. CONCLUSIONS/ RECOMMENDATIONS 
The Albanian business environment is characterized by the co-existence of rules and spontaneous behavior, informality and formality, competition and market deformities, and there is still a large number of unaccustomed human resources requiring immediate intervention. The higher rate of economic informality requires an overall review of the complete set of legal framework, aiming at concrete measures regarding the improvement, control and rigorous implementation of legal requirements, especially fiscal legislation requirements; adopting incentives of self abruption from informality and creating real opportunities for integrating free capital in the priority development programs.

First, such an intervention will help to establish equal opportunities to the parties creating jobs and revenues. Secondly, long-term unemployment should be considered seriously since it will eventually become a social burden, which in the near future will entail higher level of expenses. Furthermore, the problematic areas of the country should be identified in order to create incentives and conducive conditions for business development and better use free labor resources.

More efforts have to be focused on identifying development priorities of various regions and on introducing national employment strategies based on real conditions, hence far from party-electoral slogans or demagogy.

Economy formalization and legislative frameworks promoting business enterprise expansion should be followed by stipulating the best management practices and introducing corporate governance standards issues.

Promoting a free business enterprise initiative, using simple procedures for registration, and maintaining a reasonable fiscal burden (through increasing the bases) still remain important points.

Furthermore, in response to these changes, continuing training and qualification will also be another important aspect. Considering the unemployment situation and its structure, the labor market in general, as well as improvements in work-force professional capabilities and the actual work-force in Albania should be considered one of the best ways for promoting employment and re-establishing the balance between the offer and demand in the labor market. This requires the development of an appropriate and more decentralized system of education and professional training, capable of covering all current issues and all social groups of the country (e.g. a system of education and demand-oriented training).

Finally, producing a national strategy on migration, aiming at the implementation of realistic urban policies and protecting compatriots working abroad, should also be considered critical for future developments.
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RAZVOJ LJUDSKIH RESURSA – KLJUČNI ČIMBENIK U ODRŽIVOM RAZVOJU ALBANIJE
Sažetak
U ovom se radu raspravlja o postojećoj situaciji vezanoj uz ljudske resurse u Albaniji i njihovoj ulozi u daljnjem razvoju zemlje. Pritom se kao ključni čimbenici za razvoj Albanije izdvajaju partnerstvo između poslovnih i javnih institucija, daljnji napori u formaliziranju gospodarstva, te poticanje discipline i bolje primjene međunarodnih standarda. Učinkovito upravljanje ljudskim resursima i njihova koordinacija ne mogu se postići bez dubokih strukturnih i ekonomskih reformi, slobodnog poduzetništva i međusobnog povjerenja između zaposlenih i poslodavaca.
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