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Challenges and Opportunities
presented to the Albanian Economy and
Labor Market during the Pandemic

_ Aurela BRAHOLLI, Dr.

EuroreaN UNIVERSITY OF TIRANA

Abstract

The Covid-19 pandemic highlighted many problems in the structure of the economy
and hence in the employment sector, as a very delicate sector for the Albanian economy.
This unpredictable factor that has affected the world economy is giving its blows every
quarter to the Albanian economy. The unemployment rate has a downward trend making
unemployment a major problem for the economy. The main purpose of this study is to
argument and analyse the impact of the pandemic factor on the economy, and specifically
the employment and unemployment rate in Albania during the economic year 2020.
The period of the past year has shown how government subsidy has affected or not the
reduction of unemployment as consequence of business closures. It is worth mentioning
that in this paper we will try to create a comparison of two exhaustive analyses of the
reports published by INSTAT and interpretations of the data of the financial year 2020.
Based on these data we will create an overview of the unemployment situation and
employment in general Albania, during the pandemic period. How much impact have
the pandemic and the health crisis had on the economy, and what is the consequence of
the pandemic in the labour market expected to continue? In conclusion, we will suggest
the formulation of a group of political policies by engaging experts of various fields. These
policies will not only be crucial to confront the imminent issues caused by Covid-19, but
they will also be very important to overcome the general crisis created by it.

Keywords: Employment, Unemployment Rate, Pandemic, Economy



Introduction

The word “Economic Tsunami” is being largely used to describe the state of
the economy and international financial markets by all analysts and experts of
world economy, as a result of the coronavirus spread, also known as COVID-19.
COVID-19 initially originates from the city of Wuhan, China, dating back at
December 31, 2019, and it rapidly spread in 212 countries and territories all
around the globe, meeting also its international transformations (University Johns
Hopkins, 2020). With the aforementioned quick spread of coronavirus all over
the world, World Health Organization (WHO) declared COVID-19 to be a
pandemic (OBSH, 2020a), asking all the countries to take necessary precautions
because the next global concerns were those regarding the socio-economic impact
of this situation, especially about the low income and vulnerable groups.

Coronavirus further pushed economies toward economic recession in a time
when all economic parameters and tendencies were highly promising. Social
distancing quickly came to be economic distancing. People faced restrictions
from going to shops, theatres, cinema, museums, bars, restaurants and offices. To
prevent further spread of the pandemic COVID-19, the world was forced to go
into economic recession and very likely toward economic depression, in such a
scale never faced before in modern economy.

Kenneth Rogoft, professor of Economy and Public Policies at Harvard
University, in a paper published on “Project Syndicate” platform, underlines the
fact that insecurity about actions and behavior of people and policy makers in
the coming weeks and months, is as big as the scientific insecurity regarding
Coronavirus. According to Rogoff, “until we can have a better understanding
about the ‘when’, ‘where’and ‘how’ the COVID-19 related public health situation
will be resolved, economists won't be able to start predicting the end of recession
that is now happening. What is certain however, is that this economic recession
will be far bigger and longer than the one that happened in 2008”.

According to Ricardo Hausmann, Professor at John F. Kennedy School of
Government in Harvard, “Macroeconomists initially thought that the COVID-19
would shake the aggregate demand and that this should be solved by policies aiming
to increase consumption. Soon enough they came to understand that, differently
from the 2008 global financial crisis that collapsed aggregate demand, COVID-19
pandemic firstly caused a high decrease of the aggregate ofter”. Therefore, even if
people were eager to consume, go to theatres, go out in restaurants, travel, etc., this
would be impossible because everything is either totally closed or under severe
limitations which make the normal functioning of many businesses impossible.
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According to Hausmann, this current state is unaffordable, especially for developing

countries, which economies heavily rely on imports, tourism, remittances.
According to Mike Konczal, researcher at Roosevelt Institute, there are five

elements to slowing recession and limitation of possible negative effects:

a) Direct help to citizens by offering them cash

b) Assistance to workers making sure there is a sufficient attention for them

c) Assistance to businesses and communes with fiscal and monetary policies
provisons

d) Prevention of business collapses through offering of liquid assets, including
the possibility of the government being their end costumer for a part of their
product stock, under the condition that companies retain their employee.

e) For the industries/sectors that risk bankruptcy, some stimulant mechanisms
should be created in order to make their recovery possible, through a clear
frame of corporate and financial governing, including the restriction of
bonuses and dividends.

'The early testimonials have shown that the health and economic effects were
being proportionally bestowed upon poor people, increasing so the risk of inequality,
exclusion, discrimination and global unemployment in long and mid-term (UN
DESA, 2000). It is declared that the COVID-19 pandemic is redefining sensitive
groups/categories depending on the political actions of each country (The Lancet,
2020a). In a pandemic, necessary medical knowledge and responsible public
behaviour are highly important. Last observations during the COVID-19 situation
have shown that weak health reading-writing in the middle of a population was
being underestimated (Paakkari & Okan, 2020). Results suggest that bettering the
knowledge of mass population regarding the COVID-19 has led to more positive
and adequate stances to taking precautions regarding the virus. (Zhong, et al.,
2020).

World Vision was globally concerned that millions of people living in poor
countries were left defenceless and less prepared for the spread of a pandemic
(WVI, 2020). These countries can show high levels of food uncertainty, resulting
from high misfeeding and high mortality rates. Furthermore, fear and unsafety
connected to pandemics, can help develop an environment more likely to be a
subject of different forms of violence. Violence against women and children is
widespread all around the globe, therefore the possibility of the pandemic increasing
the weight and negatively affect the violence against women and children subject
to prior violence (Peterman, et al., 2020).

UNESCO has concluded that many areas have put in use the scholar
lockdown all around countries as a precaution against COVID-19, thus aftecting

ECONOMICUS No. 20, ISSUE 2/ 2021 7



1,268,164,088 students globally (UNESCO, 2020). Consequently, the change of
learning environment immediately requested time on adapting the new routines
by students, teachers and parents. This global change came with new challenges
but also new opportunities. In a last report concentrated on education quality
during COVID-19 (Petrie, et al., 2020), possibilities were encountered on new
built bridges between teachers and parents.

WHO has also expressed its concerns regarding mental health conditions
during the pandemic and the psychosocial consequences of the whole population,
declaring that quarantine has lead to increased anxiety, loneliness, depression,
sleep-deprivation and self-harming or suicidal behaviour (WHO, 2020d). On
the other hand, mental health professionals raised concerns that the pandemic
would be followed with an increase cases of depression, suicides, additionally to
the symptoms reported on a global level. Additional to the psychological reactions
from fear, avoidance and fear of meeting other people, fear of death, fear of
isolation, stigmatism, fear of failing to acquire fundamental object have dominated
(Kumar & Navar, 2020).

What started as a response to COVID-19, showed again the deep crisis on
the health system in Albania and turned to be a fatal blow to the economy and
employment. The pandemic has shown and further worsen the structural problems
of the employment world in Albania. Consequently, a full evaluation of the intensity
of the coronavirus related crisis can not be performed independently from these
problems. Hence, infections with coronavirus at work spaces, but also multiple
accidents at work occurring during the pandemic period are directly related with
the weaknesses of the defence system and health at work. The crisis has increased
and will keep increasing unemployment, also at the same time increasing the
number of workers on the informal economy.

'The pandemic in Albania had a negative impact on multiple sectors of the
economy which, with the closure of many businesses and industries, lead to the
impact on unemployment being even higher. In this prism, unemployment reached
its peak with the closure of customs and borders and the suspension of the largest
part of producing activity, services and a free fall of the demand for luxury goods
and services.

Hence, the main purpose of this study is to analyse the influence of the pandemic
factor in economy, and specifically in the rate of employment and unemployment in
Albania during the 2020 economic year, therefore creating a better understanding
of the situation in Albania during the pandemic, also compared to other countries
in Western Balkans.
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METHODOLOGY

In adherence of the purpose of this paper, chosen methodology is that of
investigation through a descriptive and qualitative analysis of the case. For the
conception and development of this qualitative study, after a forehand selection,
a limited number of information sources such as papers/surveys of local authors
in the field or even from official pages of the relevant institutions, including those
national and international.

Primary and secondary sources of information/data have been used, mainly
referring to statistics from INSTAT for the 2019-2020 period, Labour Force
Survey, and other surveys, summary of opinionists. Another limitation of this
paper, beside that of limited sources, it is the time when this research was conduct,
which coincides with the time of an economic crisis and pandemic in the country,
which had its effect in every field. To reach the purpose defined earlier, this study
aims to present an analysis of the influence of the pandemic factor in economy,
more concretely in the employment and unemployment levels in Albania during
the 2020 economic year.

DESCRIPTIVE ANALYSIS

Three are the main indicators that help us better understand that the situation
created by the COVID-19 pandemic is much worse than what is being presented
to us. First indicator is related Historical unemployment rate (graphs) registered in
the last 4 years referring to INSTAT, regarding all ages, which has varied between
145.000-165.000 yearly. Starting from this number and the fact that the economy
was facing collapse and many of its sectors and companies were either suspended
or closed, which automatically resulted in unemployed workers, same in numbers
as the variety of sectors and activities closed, making us conclude for a high
unemployment.

The second indicator is related to the publication of vacant positions on “National
Employment Service”, which in June 2020 there were only 272 vacant positions
declared from 35.000-45.000 places declared each year. This figure informs us
about the real authenticity of the job offering in the market from the private sector,
which is the highest employer in the country, and limited spaces there are for
unemployed job seekers in the employment market. This indicator also shows the
difficult state of business in the private sector, contraction of which is reflected
even in the absence of the necessity and the interest to be employ.
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The third indicator is directly connected with the report of the World Bank
regarding the economic consequences in our region, where the most affected
country would be Albania, in which the unemployment is thought to have risen
to 25%. The difficulty of measuring real unemployment is a phenomenon that is
very common in Albania for a long time now, and it’s mainly due to informality
and undeclared self-employment. The report of WB! only reinforced the fact that
in Albania there are many informal employees and self-employed, for which the
quarantine brought total block for every working opportunity and the inability
to retrieve “war wage” administered by the government. In this point of view, not
only the number of unemployed people declared from official sources is higher but
also the effect or support of the government for this “unofhicial” category, which is
therefore unrecognized.

As it can be seen in the picture below (Fig .1), the most affected sectors from
the pandemic were services (commerce, transport, and tourism) with a decrease of
26.35% compared to the same period in last year; financial activities and insurance
companies (21.68%); arts and entertainment (19.56%); scientific activities,
professional and technical (19.45%); industries of extraction and refinement
(13.14%); and building and real estate (10.93%). Meanwhile, total consumption,
which also holds the main weight in the economy, was decreased by 7.57%
compared with the same period of the previous year. Clearly, contraction of the
contribute of different sectors in the economy has a direct effect in employment,
although the situation here is more complex.

FIGURE 1: The impact of the pandemic on the economy and employment

Agrieutire, [ o Fnencisland A, Scientific, Extracting and

=nd hotels
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~ Changes in the contribution of sectors in amployment {3%)

Source: World Bank

" World Bank. 2020b. Fighting Covid-19 Europe and Central Asia Economic Update.
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The analysis of the situation of the effect of COVID-19 in Employment and
Unemployment has been made using data from Labour Force Survey 2, which is
conducted by INSTAT near the families. The subject of the Labour Force Survey

were all individuals above the age of 15 of the family chosen to be interviewed. In

this analysis the 2 indicators below have been taken into consideration:
* Level of Employment®
* Level of Unemployment*

TABLE 1: Unemployment Rate

15-64 years
Quarter Total Men Female
Q.4.2016 14.5 15.0 13.9
Q.1.2017 14.6 16.1 12.5
Q.2.2017 14.3 15.4 12.8
Q.3.2017 14.0 14.8 12.8
Q.4.2017 13.6 14.1 13.0
Q.1.2018 13.0 13.2 12.7
Q.2.2018 12.9 13.5 12.2
Q.3.2018 12.7 13.1 12.1
Q.4.2018 12.7 13.0 12.3
Q.1.2019 12.6 12.8 12.3
Q.2.2019 12.0 12.1 11.8
Q.3.2019 11.8 11.9 11.8
Q.4.2019 11.6 11.8 11.4
Q.1.2020 11.9 11.5 12.4
Q.2.2020 12.5 12.6 12.4
Q.3.2020 12.1 11.9 12.3
Q.4.2020 12.3 12.2 12.5

Source: INSTAT

2 http://www.instat.gov.al/al/temat/tregu-i-pun%C3%ABs-dhe-arsimi/pun%C3%ABsimi-dhe-

papun%C3%ABsia/#tab2

* Unemployment Rate is the ration of unemployed to labour force.

* Employment Rate is the ration of employed individuals aged 15-64 against the overall population of working age.
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As it can be noticed in the Table nr.1 above, in the second quarter of 2020, the
official rate of unemployment in Albania for the population of the age 15-64 years
was 12,5%, increased by 0,6% compared to the first quarter of 2020. For male
individuals, in the second quarter of 2020, the official rate of unemployment in
Albania for the population between 15-64 years old was 12,6%, so this means that
this rate is increased by 1.1%, while for the women in the second quarter of 2020,
population age between 15-64 years old, official unemployment rate was 12.4%.
Deriving from these data, compared with the first quarter of 2020, we can see that
the official rate of unemployment has been changed due to COVID-19, especially
for men, because that was the positions of works that were closed form Covid-19.

TABLE 2: Employment Rate

15-64 years
Quarter
Total Men Female
Q.4.2016 56.2 62.8 496
Q.1.2017 56.3 62.9 495
Q.2.2017 57.3 64.1 50.3
Q.3.2017 57.7 64.7 50.5
Q.4.2017 58.2 65.6 50.8
Q.1.2018 59.2 66.5 51.9
Q.2.2018 59.2 66.3 52.2
Q.3.2018 59.7 67.3 52.1
Q.4.2018 60.0 66.9 53.1
Q.1.2019 60.3 67.4 53.3
Q.2.2019 61.4 68.4 54.6
Q.3.2019 61.5 68.5 54.7
Q.4.2019 61.6 68.5 54.8
Q.1.2020 61.4 68.7 54.2
Q.2.2020 59.6 66.2 53.2
Q.3.2020 61.3 68.7 54.2
Q.4.2020 60.2 67.8 52.9

Source: INSTAT

In the second quarter of 2020 (Table no.2), employment rate for the population
of age 15-64 years old was 59,6%. For the male individuals during this quarter,
employment rate for the population age 15-64 years old was 66,2 % while for the
female individual’s employment rate for the aged between 15-64 years old was
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55,3%. During this quarter, compared to the first quarter of 2020, this indicator
decreased by 1,0% for female and 2.5% for men.

Hence, deriving from these data, we can conclude that men were the ones more
affected from COVID-19 regarding employment.

'This harsh situation of poverty and inequality, which is further worsened by the
pandemic, is a direct result of the deep crisis of developmental model of Albania.
Clearly, a small economy, oriented toward consumption (78% of overall demand)
> which is supported by remittance ¢ dependent of tourism, dominated by the
export of increased low value products and with a negative trade balance, is highly
exposed and week against global crisis. Differently from the crisis of Eurozone,
the effects of these crisis were really severe, especially due to the strong contraction
of the tourism sector and the decline of global demand for goods such as clothes/
shoes and minerals (except gold) in global markets.

Not only Albania, but also Western Balkans economies, were sent to recession
by COVID-19, causing disruption in decreasing poverty and increasing welfare
which these countries were experiencing lately. Before COVID-19 crisis, in the
beginning of 2020, much of the countries from the region have made considerable
progress toward decreasing poverty and increasing family incomes. Before the
COVID-19 crisis began, Wester Balkans had high levels of employment’. Later,
due to COVID-19 crisis, businesses in Western Balkans suffered considerable
income losses. Restrictions on movement and social distancing harmed offer
and demand of labour force, transportation and traveling in an unprecedented
way. Whole sectors of national economies: hotels-restaurants, non-essential retail
trade, tourism, transport, and a good amount of production closed. Despite the
different aids by the government, businesses of all economies suftered losses, which
risked operations and their paying abilities. Most affected were small and medium
enterprises, as well as informal businesses. The effects on income-generating
activities were especially severe to unprotected workers and the most vulnerable
groups in the informal economy.

'This crisis managed to erase to the ground some of the achievements created
in Western Balkans Labour Market and had a total effect in employment. The
employment rate decreased to all time low in Western Balkans. At least 50%
of firms in each country of the region were forced to close their activity at least
partially, while for those who remained open, business was minimal.

Micro and small firms were hit harder than the medium-large ones. Part of
the micro firms in Bosnia-Hercegovina reported a significant decrease in incomes
which was more than 12% higher than the average of the firms. 35% of micro firms

° Instat 2020e

¢ IME. 2020. IMF Staff Concludes a Remote Staff Visit to Albania. Accessed on October 13, on: https://www.imf.
org/en/News/Articles/2020/07/01/pr20252-albania-imf-staff-concludes-a-remote-staffvisit.

7 World Bank and wiiw (2020): Tendencies of employment markets in Western Balkans

ECONOMICUS No. 20, ISSUE 2/ 2021 13




in Serbia saw a decrease in incomes of over 80% compared to the 10% decrease of
middle firms with the same expectancy.

Services sector and tourism had the harshest consequences compared to the
rest of the economy. In Albania, the firms that reported decline in demand as their
main problem were higher in numbers in the tourism sector compared to the other
sectors, while in Serbia losses in the tourism sector were higher than in any other
sector.

Reduction of market demand was seen as the main challenge in all these
countries. The major part of the population in Bosnia-Hercegovina and North
Macedonia were significantly aftected by the decline of demand, which caused loss
of income not only as a result of the decrease in number of new orders, but also due
to the cancelling of existing ones. These countries, comparing demand, offer, and
among else job restrictions and raw materials, have been relatively smoother but
had as well many limitations regarding liquidity.

Business operations in these countries are in critical conditions, but however
there have not been a lot of job losses. According to the survey from the Secretariat
of Investments Council® , COVID-19 related crisis has marked a significant
decline of economic activity, where half of the firms included in the questionnaire
declared to have completely interrupted activity. Despite this, up until now only a
small part of the firms have seen dismissals from work, 28% of them have allowed
employee to work from home, while 13% of the firm have used the annual leave.

'The situation appears severe for the micro firms in Bosnia-Hercegovina which
were the most affected from the pandemic crisis. According to the questionnaire of
Foundation 7877, up until April 11, 72.7% of the firms’ part of the questionnaire,
had interrupted their activity, while 16,4% had chosen an alternate way of doing
business with the sole purpose of remaining active. The largest part of the firms was
forced to unregister employee thus worsening the already high levels of structural
unemployment in the country, which, to be able to face the situation, delayed
payments to liquidate debt against the government.

Even the state of business in Kosovo does not appear good. According to
International Monetary Fund, Kosovo’s economy saw a shrinkage of 5%. According
to a questionnaire made by several business associations', results that 39% of the
firms have completely interrupted activity, 31% have worked with lower capacity,
while 14% have continued operating with reduced hours. Firms that have totally
interrupted activity appear to have been the smaller ones, the ones with less than

8 Albanian Investment Council. 2020. Main findings of the “Covid-19 on businesses” Survey

° Foundation in Bosnia-Hercegovina.

1 This questionnaire was authorised and conducted by “Oda Ekonomike e Kosoves” (Economic Chamber of Kosovo)
in collaboration with “Oda Ekonomike Amerikane ne Kosove” (American Economic Chamber in Kosovo), “Oden
Ekonomike Gjermano-Kosovare” (Germano-Kosovo Economic Chamber), “Keshillin e Investitoreve Evropiané”
(The Counsel of European Investors) and “Klubi I Prodhuesve te Kosoves” (Club of Manufacturers of Kosovo).
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10 employees, as reported by 54.4% of the questioned companies in this category;
29.2% of all questioned companies reported to have reduced labour force, although
0,4% of them declared growth. Two main problems that affected Kosovo firms
were financial loss, which affected the better part of firms in Kosovo, as well as the
absence of liquidity. Also, pandemic aftected in the decrease of 20% in the tourism
sector, in Direct Foreign Investments and other financial entries.

Considering the importance of tourism in Montenegro, firms were hit the
hardest by the pandemic crisis compared to the other countries of Western
Balkans. Income from tourism, which make up around 21% of Montenegro’s
GDP, compared to the 7,2% of North Macedonia and 6,9% of Serbia were directly
affected by the pandemic.

The effect of the crisis of COVID-19 in North Macedonia economy had
implications not only in the services sector, but also on the production one, especially
that regarding stable goods, clothes and textiles, which had the largest number of
employees and the highest annual expenses on salary payments, compared to all
other affected sectors. Also, retail trade of non-essential goods, with a high number
of employees as to 70% of all employees in the stable goods production sector, faced
consequences resulting from activity closure. The biggest part of businesses were
forced to close their activity due to restrictions and faced considerable decrease
in incomes. Ups and downs regarding demand were much more sensitive while
on the offer side, such as job restrictions or lack of raw materials weren't a major
setback for businesses.

Covid-19 crisis also affected Serbia’s economy mainly on production where
exports and stable goods are particularly important. Most of the employees in
production for export were affected by the crisis. The decline od demand for
export, accompanied with the problems in logistics, i.e. materials export, created
a significant negative effect in the economy of this country. The demand for
table goods suffered a significant decline during the crisis. Regarding services,
the most affected sector where most of the employees’ work was retail of non-
essential goods. The fall of demand in Serbia was the main problem with which
all Serbian companies were faced, but this problem was less disturbing for the
industrial production sector. The most problematic period regarding the decline in
offerings was mainly during the work-from-home time; while inability to import
had moderate effects.
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GRAPHIC 1: Distribution of employment according to different sectors,
in the sectors highly or medium affected, in percentage
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Employment reduction in Western Balkans is now obvious as it can be noticed
in the graphic above. The data about market employment progress show that the
highest annual increase in unemployed numbers up until now was in 2020 in
Albania, an increase by 25% and in North Macedonia, with 11%. This partially
reflects the inclusion in conformity of informal employees who are registered in
order to benefit from health insurance and other social payments. Except Serbia
and Kosovo, the administrative data on unemployment have begun to show an
annual increase of unemployed people. After January there have been 63,000
people newly registered in the employment offices. Also, in the first quarter of
2020, data on vacant jobs in Montenegro show a decrease by 75% and in Serbia a
decrease of 48%., which further shows the worsened situation in the employment
market for the upcoming future.

Conclusions and recommendations

Beside losses in life and impact on the health of infected people, Covid-19 now
has a large effect on the country’s economy, starting from the unemployment
numbers, reduction in production and economic sectors the brought a high deficit
in the budget and lower incomes in domestic economies. Considering the above
results, mainly from INSTAT, we see that the pandemic crisis will keep increasing
unemployment and will send more employees on the informal economy. The
practice of lowering salaries reported during the pandemic is likely to continue more

I State Office of Statistics of North Macedonia. Survey Living Standards Measurement: Microdata file. Skopje,
North Macedonia.

12 Statistics Agency of Bosnia-Hercegovina, Institution of Statistics of the Srpska Republic and Institution of
Statistics Bosnia and Hercegovina Federacy. Survey of Family Budgets: Microdata File.
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massively considering the tension caused from the rising levels of unemployment,
but also the fact that most of the employees are not organised in real syndicates
which would be able to defend them.

Despite governmental programs that were trying to maintain the economic
situation under control, the self-amplifier dynamics of a recession itself, had a
versatile effect, therefore it is necessary the realisation of a comprehensive plan
for economic recovery since the number of unemployed people can increase even
more in the next months. Employment market may not be the same as it was
before the pandemic, therefore the post-pandemic period can result to be a new
beginning for many public policies, including those of social welfare.

The common threat we are facing should help us all to get together with
some of the main powers that humanity possesses solidarity, courage, creativity,
and freedom of thinking. Putting these powers in operation will prove to be
essential in our way toward recovery and economic transformation. Crises are
also good opportunities for change, adaptation, and usage of new energies for a
comprehensive transformation.

An economic transformation should be done, which will include all the decision-
making bodies in the country, private sector and financial sector. The main goal
is defining the long-term, mid-term and short-term priorities for the economic
development of the country, through policies, instruments and measures that
put the private sector in its deserved place, a generator of economic growth. The
essence of economic transformation should be a new developmental model, based
in a strategy that enables a gradual distancing from the dependence on nonstable
resources of economic growth, including public investments and remittances, the
latter of which should be replaced by direct investments coming from diaspora. The
new developmental program needs to focus on the sectors that have competitive
advantages, with a high potential for export and integration regional and global
supply chains.

Limitations of economic activities because of the Covid-19 pandemic, have
increased the need of a digital transformation of businesses to new dimension.
All industries need to exploit all opportunities offered by digitalisation to increase
competitive advantages, also to overcome difficulties such as these encountered after
the pandemic. Nevertheless, for a higher success, digitalisation needs to integrate
both the government and public services, as well as education and healthcare.

Recovery and economic transformation after the pandemic will depend on a
high number of factors, including the possibility of a new spread of the pandemic,
pandemic duration and its effects in the confidence of consumers and businesses,
but also the ability of businesses to adapt to the “new normal”. The government
should be proactive on ensuring adequate support for citizens and businesses, but
at the same time needs to be flexible to adapt to any circumstance that can emerge.
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Facing this dramatic situation, Albania is in urgent need for effective policies to
face the pandemic crisis, and mostly on the emerge from the crisis of the economic
model of the last three decades: an economy dominated by consumption, which
when in high volume, is afforded by remittances, exports with low added value, low
foreign investments, negative market balance, destruction of strategic sectors and
degradation of public services, unemployment and mostly informal employment
and underemployment, poverty, inequality and corruption.

Beside the intensity of this multi-dimensional crisis, Covid-19 marks an
historic opportunity to build a development model, the success of which can be
measured by the capability of creating a society that takes care of the weakest, a
society where the realization of the individual potential is not conditioned by the
economic possibilities and where economic development is in harmony with the

nature, not fighting it.
In a summarized way, below I will present some propositions that aim to identify

some of the main areas where an essential change from the existing policies in the
country should take place.

The creations of policies that regard employees as the most important link of a
BUILDING A strong health system able to afford crisis such as Coovid-19.
STRONG HEALTH Increase in wages and extra payment for high-risk jobs
SYSTEM g bay gn-Tisk Jobs.

Put in their disposal the necessary tools for personal defence.
STRENGTHEN- Economic support for vulnerable and marginalised groups.
ING OF THE THE
PLAN FOR SOCIAL Plans for economic support should strengthen both in the coverage aspect, as
AND ECONOMIC | well as the increase in the level of wages.
PROTECTION
INCREASE THE Prohibition by law of wage reduction and reconsideration of minimal wage as
PROTECTION FOR | soon as possible, for it to play the necessary role for decreasing poverty and inequality.
EMPLOYEE/S AND Strengthening the institution of collective contracting to ensure the positive
THEIRRIGHTS development of wages.

Taking measures in different levels, starting with higher salaries in women domi-
nated sectors, such as education and health.

Application of more flexible work hours for both men and women for them to be
able to establish a balance between job and family life.

MEASUREMENT Strengthening the infrastructure for childcare, elderly care and support for

THATARGET people with different abilities.

WOMEN IN PAR- The social insurance system should recognise the contribution of women in the

TICULAR unpaid job of taking care of family members not only through financial payments, but
also recognition of this job for the purpose of pension contributions.

More qualified measures are needed for violated women and their children, to
address the reasons which keep them in gender violent relationships, such as unem-
ployment and poverty.
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- Orientation of public investments and industrial policies toward sectors which

TRANSFORMATION improve life of people, increase dignified employment, enforce the resistance of the

AND DEMOCRA- country against crisis and assure ecological transformation of the economy.
TIZATION OF THE ) , ) . ) . -
ECONOMY - Orientation of investments toward strengthening public services and social infra-
structure, such as schools, kindergartens, nursery, centres for elderly people care, etc.
Creation of financial resources through:
- Radical changes in tax system
- State banks as an important instrument for the ecological transformation of the
MOBILIZATION economy
OF FINANCIAL - Developmental banks can emit Letters of Credit with long terms, which would

RESOURCES FOR | allow these banks to perform long-term financing with lo interests.

THE ECOLOGICAL Application of a solidarity tax to assure that the burden of the crisis can be

TRANSFORMATION | iqtrinted accordingly to the possibilities of different individuals.
OF THE ECONOMY ) ) o , ) o
- Creation of a progressive tax system which includes the interruption of indirect
taxes such as VAT, which has the tendency to affect more the low-income people.
- Increase of the level of direct taxation on the people with high income and the
most profitable businesses.
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Is it worth to pay health insurance?

— Arlinda YMERA]J, (Assoc. Prof- Dr.)

EuroreEaN UNIVERSITY OF TIRANA

Abstract

This paper addresses the efficiency of health care system in Albania vis-a-vis citizens’
social solidarity demonstrated through financial contributions to respond to the dilemma
of Health Care reform in Albania, namely ‘financing the right mix of public-private
provision of health care through more public funds, ensured either by the state or by
the society-contribution”. The evidence-based analysis of budgets allocated to health care
system is used to formulate findings regarding “health care system efficiency” and draw
conclusions vis-a-vis the relevance of social solidarity.

There is a belief that “social solidarity” should raise awareness about people’s right and
boost investments into health care services. However, evidence argues that such be/z'ef 1$
not justified. The public health care services do not provide equality neither of utilization
nor of access in a time when private provision does not offer a solution to the problem.
Therefore, the burden is returned on Public Health Care policies which should make the
effective use of “social solidarity” and guarantee that it pays off for the best of citizens.
The paper is composed of four sections. Section 1 provides rationale for discussion focused
at “Social Solidarity” as the key argument. Section 2 explain methods of research. Section
3 provides an overview of health care system in Albania, addressing some critical
concerns that deny the right to health care for certain groups of society. Section 4 advances
arguments regarding the way in which Social so/idariz‘y” is misused in Albania, leading
us to key findings, whilst the last section formulates some conclusions, responding to the
addressed questions as well as tackling the role of civic and social education of citizens in
addition to law enforcement fo guarantee that social solidarity pays off.

Key words: Public goods, social solidarity, equality of utilization, equality of access,
cﬁiciency, health insurance contributions, health care.
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Social Solidarity and the rationales for discussion

Social solidarity emphasizes the interdependence between individuals in a society,
which allows individuals to feel that they can enhance the lives of others. It is
a core principle of collective action and is founded on shared values and beliefs
among different groups in society. (Douwes et al, 2018).

According to Irina Vladimirovna Naletova et al, upon considering the principal
approaches to studying social solidarity it should be noted that this idea is one
of the most developed ones in classical sociology. It ranks considerably high in
the investigations of the foundations and preconditions of social order. Almost
all classics of sociology (A. Comte, H. Spencer, K. Marx, G. Simmel, etc.) have
considered the problem of solidarity in their works. The scientists aimed to identify
the conditions, the bases, and the components of social solidarity.

However, for countries in transition from a centrally planned to a market
economy, like Albania, the concept of Social Solidarity is not new. Communist
countries system was supposed to be founded on Social Solidarity. There has been
a tendency in Western literature to consider income distribution in communist
countries an advantage of that system because it brought about a levelling of the
whole society, therefore it influenced a sort of “equal access to social welfare for
all citizens on the basis of social solidarity”. As a matter of fact, the society was far
from being solidary®, first and foremost due to the lack of freedom, participation and the
deny of rights, which resulted not only on the poor economic development, but also on the
rationing of social welfare services, including health care.

It is generally accepted that low level of social development has a considerable
impact on the development of social capital, which is used to understand and
explain the social rules and relations intertwined into the social structures of
the society. It is precisely the models of social relations that allow individuals to
coordinate their actions to achieve the desired purposes (Putnam, 1993).

Recently, a young researcher, Dr. Ashiku, has tried to assess “social capital in
Albania” by using two measures, namely interpersonal and institutional trust. She
concludes that Albanian society is characterized by low levels of interpersonal and
institutional trust, including lack of confidence in judiciary, police, political parties,
government etc. “If social capital is understood as “an individual sacrifice made to
promote cooperation with others”, one can easily conclude that Albanians are not
willing to forsake personal interests because they understand this ‘sacrifice’ as in
vain as there is a huge suspicion that they will not find reciprocity of this altruistic
behaviour in the future” (Ashiku, 2014, p.475). She also confirms that social capital
in Albania resides only in the family and is vitalized through family ties.
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Hence, the abuse with “social solidarity” and its replacement with superficial
morals based on unreal transitory concepts like Party and its connected institutions,
brought about a vacuum in social capital because people lost trust. This gradually
destroyed the natural collective sense of humanity, eroding civil culture and the
historical memory of generations, which had and continues to have a considerable
impact on the way in which people still perceive “Social Solidarity*.

Professor Tomes, in the late 1990s argued that the process of transformation
of communism to capitalism, as a unique social experience couldnt be compared
to transformation processes occurring in the countries of Latin America, Asia or
Africa exactly because in the latter countries, transformation was related to the
restructuring of capitalist economies and did not involve a fundamental change of
the whole economic and political system as in CEEC. “Although in Central and
Eastern European Countries (CEEC) the tools employed in the reform process
may be similar, but the socio-economic environment shall always call for specific
treatment, to be acceptable to the people” (Tomes, 1998).

'This view does not contradict most analysis concerning political economy
of capitalism, which considers ‘entrepreneurship, free initiative, net profit and
competition’ as the engine to promote development, putting aside the concept of
‘social development’. It has been generally accepted that economic growth enables
increased social welfare expenditure and welfare state expansion.

Scholarship on the welfare state development in the western European
countries demonstrates that there are direct linkages between welfare, democracy
and capitalism (Esping-Andersen, G. (1990).

Butin CEEC, the welfare state came into being under the diametrically opposite
conditions of extended one-party rule and a planned economy. In post-Communist
CEEC, it is rather democracy and capitalism that have been developing within the
framework of an established welfare state.

'The right to health care is enshrined in international law and in the basic law
of the Albanian state. The new Constitution of the Republic of Albania recognizes
the right to health care for all its citizens, sanctioning the principles of universal
coverage. More specifically, in Article 55 thereof it states: “Citizens enjoy in an
equal manner the right to health care from the state. Everyone has the right to
health insurance in accordance with the procedure provided by law” (OSCE,
https://www.osce.org).

However, the issue of health care’s right fulfillment is not only a matter of
legislation or institutional practices. It is a question of public policies, grounded on
a solid base of social, civic, and institutional responsibilities.

“Healthcare are the services provided to persons or communities by health
service providers aiming at promoting, maintaining, monitoring or restoring

health.” (WHO, 2004). As such, Health care comprises a set of services that are
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provided to the citizens because they are required by him. If we imagine health
care as a commodity, then there is a market, where this commodity is traded at a
certain price that depends on the ratio of demand to supply. But on the other hand,
health care is not an ordinary commodity. Health care is a “public good” (Barr, p.
182) because it is non - rivalrous and non - excludable.

If “health care “would be provided in the free market, than the issue of “quantity”
and “price “would deem necessary to raise in this discussion. But, as long as “health
care “is a public good, then it is the government, as the primary duty bearer, to
ensure the realization of the “citizens ‘right to access and utilize health care services
based on their needs, guaranteeing “efficiency” and “equality®, alike.

Yet, citizens themselves, as right holders play a crucial role. They exercise social
responsibilities, relying on social solidarity, demonstrated through the payment of
taxes and contributions, which makes them the most and foremost guarantees of
the functioning of health care. Hence, the society has to respond to their needs,
not because of generosity, but because of the responsibility to return the share of
investment through equitable delivery of quality health care services.

Hitherto what was explained is neither new nor non-elaborated. What concerns
us relates to the problems of health care system in Albania during transition, to
discover the relevance of social solidarity as a social and financial instrument alike,
to respond to the dilemma of financing the right mix of public-private provision
of health care through more public funds, ensured either by the state or by the
society-contribution.

Although the post-communist governments in Albania struggled to “allocate
efficiently resources to boost growth and equitable delivery of public services, the
vacuum in social capital intertwined with weak law enforcement, dissolves the
role of “Social Solidarity”, whilst people continue to lose the confidence on the
institutions.

'This paper argues that without ignoring the role of financial resources allocated
to health care sector, health care efficiency plays the most significant role, while
laying the foundation for equitable delivery of health care services, which in the
end contributes that citizens enjoy the right to health care.

Methodology

Based on the literature, Efficiency is doing things in the most economical way
(Drucker PFE, 1966, p.25). Although health care is defined as a “Public good , still
it is possible to measure “efficiency “comparing outputs delivered by the system
with financial inputs. Theoretically, although the core idea of efficiency is easy to
understand in principle, in practice it can be challenging to measure and interpret
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metrics, especially how can we understand and evaluate efficiency in health
systems? (Cylus, Papanicolas&Smith, 2017, p.7)

Based on the model suggested by Cylus, Papanicolas & Smith in their Policy
Brief 27 on “Health systems and policy analysis , a similar analytic framework
that seeks to facilitate the interpretation of health system efficiency measures, is
suggested. To assess efficiency, the following aspects are considered:

* the entity to be assessed: Public Health Care Services.

* the outputs (or outcomes) under consideration: Equality in access (% of
uncovered people either by insurance or by services); Equality in utilization
(health contributions per capita versus health expenditure per capita) and
some other key health indicators.

* the inputs under consideration: Health care resources such as staff and health
care premises, Health expenditure by revenues and by financing schemes.

* the external influences on attainment: Informality of labour market.

* the links with the rest of the health system: Dual health insurance
contribution in compulsory and private schemes.

Equality per se means whether individuals enjoy the same opportunities,
though equality in health care is strongly connected to accessibility and utilization
of appropriate and qualitative services, alike. Hence, relevant data are used to
illustrate financial inputs of health care system and outputs of its management,
which shed lights on the misuse of “Social solidarity “, demonstrated through
payment of taxes and health insurance contributions.

To reach the purpose, a careful desk review analysis of legislation and budgets
allocated to health sector is conducted. Using available data from secondary
sources on public and private health care services, the analysis focuses on health
expenditures from the viewpoint of “contributors”. The elaborated data help to
formulate an evidence-based response regarding health care efficiency and its
impact on “Equality ¢, assessed through indicators of “Access “and “Utilization .

Overview of health care system in Albania and its functioning

Republic of Albania, a small country in the Balkan peninsula, with an area of
28.748 square kilometers and a population of 2.845million (INSTAT, 2020), has
been witness to almost three decades of rapid change and deep transformation
since the collapse of the Berlin wall. These changes first, have influenced economic,
social and political landscapes, and second, have unearthed a range of issues, which
were previously hidden or suppressed by political regime. The transition period has
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also been marked by a series of upheavals and crises, from economic shocks and
civil unrest to emigratory waves (the most significant in 1990,1991,1997-1998)
due to which the country lost almost 20 percent of its population (INSTAT, 2013).

Albania characterized by the historically heterogeneous governance marked by
striking disregard of the stages, spent 45 years, from 1945 until 1990, under the
most oppressive, authoritarian political system in Europe, from which it has been
slowly emerging for the past 30 years. Since the fall of the communist regime in
1991, the country has embarked on a new path aimed at establishing democratic
regimes through the protection of human rights and at raising the standard of
living.

Since then, Albania has made considerable progress, led by long-standing dream
of European Integration. As such, on 24 June 2014, the European Commission
granted EU-candidate status to Albania due to its demonstrated progress in
legislative reform and political dialogue, and the latest decision guarantees the
opening of negotiations for “Membership Status” soon.

The end of 45 years of communist rule and establishment of a multiparty
democracy in the early 1990s have proven challenging. Despite reforms and its
wealth of natural resources, Albania was and remains one of the poorest countries
in Europe with high absolute and relative poverty rates. The number of people
living in poverty increased from 12.4 percent in 2008 to 14.3percent in 2012, and
extreme poverty rose from 1.2 percent in 2008 to 2 percent (INSTAT, 2013) for
both urban and rural areas. Because of revisions in PPP exchange r