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Abstract

Since October 2005, a declared priority of the Government of Albanian (GoA) has been the
improvement of the legal framework, which impacts on business climate, through the
establishment of a Regulatory Reform Task Force. Regulatory Reform is based on the principle
of eliminating bureaucracy, barriers and subjectivity through the simplification of the existing
regulatory framework and creation of a longer-term and sustainable system designed to raise the
quality of legislation.

The European Union Progress Reports have called for further efforts from Albania to establish a
system for Regulatory Impact Assessment to assessments conducted on the progress of
Regulatory Reform in the field of business registration, licensing, etc.,

The quality of regulations is vital to the economic capability and well-being of a country. The
economic analysis seeks especially to determine which government actions provide the greatest
net benefits for the country as a whole and not only for specific sub-groups benefited from a
policy (e.g. farmer, unions, government workers). That is, to consider if the country will be
better off with or without this regulation. The first question to be answered is if there is an
economic need for the regulation.

Referring to above, in this paper will present the steps doing by Albanian Government to
establish a regulatory impact assessment (RIA) system, also we would like to present the best
practice on europe and Americ of impact assessent on small business development and the last
objectives of this paper is identification of metodologies for impact assesment on small business
development emphasysing the possitive and negative side of cost—benefit analysis as main
method used for assisting decision making in public sector mangers.
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1. General view of regulatory reform in Albania

Poor qualityoflawsandregulationscanseriously hampereconomic growthandthe sustainable
development. Regulatorycostsandlackofsecurityconstitutesignificant barriersto
theprivatesectorinvestmentandeconomic growth.

Disadvantagesof the process ofpolicy-making inAlbanianare alreadyevident, thisisthe main
reason that politicsiscommitted tothe strengtheningprocessofbetterregulation. Establishmentof
aRegulatorylmpact Assessment(RIA) is a keyelementin the processof
improvingtheproductioncapacityandthequalityofregulationsfavorable to business.

Regulatory Impact Assessment(RIA) isakeytoolforimproving
theefficiencyandeffectivenessofregulatorydecision-making. Havingassessedthe potential effects
ofanew regulatoryproposal, RIAgivesdecision makersthe evidencein termspositive and
negativeimpactsofanew regulation. Thisallowsthe adoption ofmoreefficientand
effectiveregulationsandimproving the quality ofthe regulatory environment.

RIAalsoimproves thetransparencyandclarity ofregulation. So,
RIAisakeycomponentofanyprogramforregulatoryreform.
ProceduralschemeofimplementationRiais presentedbythe followinggraph™.
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*The implementation ofRIAin Albania isexpected tocontinueintwophases:

First phase: buildingasystembyamendingtheinitialRIAaccompanyingRelationcurrentlegal
frameworkandBudgetaryAssessment;

Second phase :Implementation ofacomprehensiveRIAsystemthroughaspecial law onRIA,
acentralcoordinationunitRIA, RIAunitsinline ministriesetc.

2.Experiencesofother countries

EuropeanUnionofficialannualmeetingstressedthattherapidprocess of approximationof
legislationwith the acquiscommunautaireR1Asystemis necessarybecause it helps
totransposethequalityof the regulatory framework. This conclusionisalsohighlightedinthe report
of theOECD InvestmentReformIndexfor 2010.

In OECDreport for InvestmentReformindex, report where the creation ofRIAsystemhas
animportant place, the comparison with year 2006, left Albaniainthis regard still outsidepositive
evaluationsthe region. According to the report:

*October 2010, Albania (METE) “ Guide for evaluation IR”
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-Serbiais the first countryin the regionwhichhasstartedthe implementationofthis systemfor
yearsandisfurther consolidatingimplementing institutions.

-Moldovahas institutionalizedcreatingR1Asystemandthegrouphascreatedpublic-
privateconsultationto reviewallimpact assessments(1A) conducted by line ministries.

-Macedonia hasofficiallyestablishedR1Aandsystematicallyconductsimpact assessments(1A)
sinceJanuary 2009.

-Croatia, which startedits implementationsince 2005, notyetconsideredinanadvanced stageinRIA

WhileAlbania has madelittle progressin terms ofRIAcomparedto 2006, althoughthere have been
somegood effortsinthisdirection. According to thereport, AlbaniaisbackSerbia, Croatia, Romania,
MoldovaandMacedoniadespitemanygoodachievementsinregulatory reform.

CreatingRIAsystemis consideredby the OECDasa keystepto guaranteethe quality ofthe
regulatory framework,
whichenablesawideconsultationandcoordinationbetweenallstakeholdersandcreatesthe necessary
legaland institutional frameworkto preservethe achievementsin termsregulatory reform. Also
creatingRIAsystemismore appropriateframeworkto ensuresustainabilityofreforms
undertakenmainlyto improvethelegislation

3. Vleresimi i Impaktit te Zhvillimit te Klimes se Biznesit.

Businessclimate, also called business activityenvironmentisaconceptof theinvisible, complexand
elusive. However, ifthebusinessclimateofacountrybecomesuseful,
ithasspectacularconsequencesand measurableintermsof life inmarkets, the number
ofnewfirmsthatenter the marketeachyear, the share of new firmswithhigh growthandan increase
inthe country’s attractivenessto foreign investors.

The business climateisaterm thatshows howbusiness development issupported by thestate,
regionalandlocalpolicies, local communitiesasbusinessnetworksandworking
relationshipsfacilitatebusiness activities. Agoodbusiness climateallows businessesto performtheir
jobswithminimalinterferencefrom theauthorities, allowing access tohigh
qualityinputsandconsumerswithlowcost, offering investment opportunitieswithless riskandhigher
returnoncomparedwithother countries. DevelopingBusinessClimate-like anyother policy area-
mustassessedregularly.

New businessesare createdfromacombinationof factors, suchas availabilityofskilledpeople,
access to capitaland the existenceofpromisingbusinessopportunitieswhererisksareoutweighed
bythe expectedbenefits. Analogfactorsaffecting the growthof firmsandforeigninvestors’
decisions. These factorscanbecausedbyseveraldifferentpolicy
areasthatareresponsiblefordevelopingbusiness climate.
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Availability ofskilled peoplecouldbe affectedby therulesthat improvethe
functioningoflabor marketsbyprovidingbusinesssupportand technology services, in
additionthe availabilityoftraining, withspecial
focusonspreadingtheentrepreneurialandmanagerialknowledge.

The amount of capitalcanbe positively affectedbythe creation
ofalegalandinstitutionalframeworktobettercapital markets, providing
creditandloanguaranteesupportivegovernmentmayaffectthe useofentrepreneurs.
Business opportunitiesareconditionedalso byrules, e.g.regulationof the entryin various
sectorsof the economy, administrativesimplificationsto startabusiness,
governmentcontroloverbusiness activities, access to internationalmarkets,
bankruptcylegislation, theregulationoftransferof knowledge fromuniversities.

DevelopingBusinessClimate-like anyother policy area-should be evaluatedregularly.
Decision makersofvarious government agencies, business organizationsand
taxpayersin generalalsoneed afeedbackonthe performance ofthe measures takenin order
toimprovethebusinessclimate.

Assessmentcanbe addressed toallstrategyorfocus onaspecificsetof measuressuch assubsidiesp.sha
project, aprogram oracampaignor aregulation. Theresults ofthe
evaluationreportshouldincludeandprovideexpertopinionandwhether
theseinterventionswillbesuccessfulin terms ofdifferent criteriasuch aseffectiveness, efficiency,
impact, relevanceandstability.

4.Someof the methods of | mpact Assessment

There isa wideeconomicvalidationtechnique. The selectionof the techniquedepends on
thespecific impact, whichisreviewedandthe availabilityofdata. Insomecases, it may be
possibleapplication ofseveraltechniquesforthe evaluationofimpacts,
whichcouldconstituteausefulcombined control on the reliability ofpredictionsmade. There
arethreemainwaysof calculating theeconomicvalues:-The use of market prices;-use
informationonindividualpreferences;-transfer benefits.

One of themainmethodsof evaluation andmost usedis the methodofcost-benefit analysis(CBA).
CBA, asa means ofeconomicanalysis, hasthe potential to helppublicmanagerstotake decisions,
aspartof the political processin a rational way. CBAallowspublicmanagersto
evaluatealternativeoptionsavailablecomparingthebenefitsandcosts ofeachoption. Throughthis
processit is expected thatpublicmanagerswill be able todecide whichoptionwill
generatehighernetbenefits.

Cost-benefit analysisiswidely usedin decision-making, however, the debate about theuse ofthis
methodhavebeenextensive. Differentstudygroups, differenttopicsin the debatehavedividedinto
threemain categories: (Swartzman, 1982) ethical, political andmethodological.
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SupportersofCBAIn the process of decision making argue thata policydevelopedunder
theCBAuisethicalbecauseit is basedon theethicsofutilitarianism. On the other hand,
Ackerman(2008) arguesthat
theCBAcontainsdeepethicalproblemsandcontinuouslogicalcontradictionsandparty abuses.

The main concernof ethicshereis the notionthat notallthingscanbe monetized
inappreciationvalues, notthingsthatare™too precious", especiallyinrelation tohuman health, the
nature environmentandits sustainability(Ackerman, 2008, p31).

In addition to these ethical issues have arisen regarding the link between CBA and redistribution,
to CBA seen as deficient in terms of redistribution of welfare (Dunn, 2007, p.235). Welfare and
distribution problems are internal problems among generation. The problem occurs for example
in generation because the available resources should be provided for people who can produce
more efficient products and services.

From thisperspective, wheredebatesover the useof theCBA methodareongoing,we
judgedthananalternativemethodthat can be usedis one of inferential method, Difference to
Differences

DifferencesDifferencethem. Operationof themethodis shown inthe graph. Thismethodconsists
inselecting akeyvariablewhichisableto expressthe success of theintervention.®
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CONCLUSIONSANDRECOMMENDATIONS

-By insuring amethodforimproving the quality ofregulatorydecision making,
RIAcanassistpolicymakersinaddressingregulatoryneedsinAlbania.

-There is a model of 'best practices’. Need for changes in institutional capacity, changes in
objectives, changes in state policy and procedures, changes in legal systems, the roles of civil

*Evaluation and Impact Assessment of Business Climate Development, PéterFutéInstitute of Sociology and Social Policy Corvinus University,
Budapest, 2011
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society, business sector development and market , will be the basis for process improvement and
gradual development over time.

-Taking into account the existingcapacityconstraintsinthe Albanian public administration,
theimmediatelaunchofacomprehensivesystemofRIAdeemedpremature,launchof anRIAlight
systemis morefavorablefor Albaniaconditions asactually happenedin Albania.

-Since the Albaniahas alreadylaunchedsuchan initiative, to enable thesuccessful
implementationof the processisnecessaryin parallelwiththelaunchofRI1Asto build the
capacitywhich will enableitsimplementationandthe establishmentofasupportiveinstitutional
infrastructurewhich actually is verynecessaryreferred Albaniastatus.
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