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Introduction — SMEInnoBoost Project

Aim, objective scope of the project

The objective of the project is to boost transnational innovation
capacity of SMEs and support them to make sustainable network
formations, including innovation clusters with other SMEs from the
BM region in order to share know how and develop innovations,
through bringing together triple helix partners and equipping SMEs
with relevant data, tools and systems.

Expectedresults:

1

Increased knowledge and understanding within SMEs
regarding their innovation capacity;

Increased SME competitiveness by Supporting SMEs without
discrimination, with data, tools and system of high quality and
relevance for boosting their innovation capacity;

Decreased innovations gap between EU and IPA countries by
supporting know-how transfer in the BM region;

Improved decision-making and strategic planning at
government level by providing data, tools and system of high
quality and relevance on transnational level for use by

supranational, national, regional and local policy makers.
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iii. Consortium, partners andunding
The project partners are:

National Association of Small and Medium Business, Bulgaria.

National Statistical Institute of the Republic of Bulgaria.

State Statistical Office, Macedonia.

Institute of Statistics, Republic of Albania.

Foundation for development of small and medium enterprises,

Skopje, Macedonia.

6. Foundation Regional Development Agency (S.M.E.) of Korce,
Albania.

7. Institute of Information and Communication Technologies,
Bulgarian Academy of Sciences.

8. Foundation for Research & Technology Hellas, Science &
Technology Park of Crete, Greece.

9. Software Engineering and Internet Technologies Lab,
University of Cyprus.

10. Fund for Innovations and Technology Development,

Macedonia.

arwbdE

Fundedby: Interreg Balkan Mediterranean — European Union
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iv. Overview

In the era of knowledge economy, high-tech firms are facing
dynamic competitive and rapid changes in global marketplaces.
They have to emphasize the creation, accumulation, diffusion,
transferring and application of knowledge to accelerate product,
service and process innovation and value creation to meeting the
needs of customers. In high-tech manufacturing firms, there is an
increasing importance of innovation, in which knowledge turns into
the main source of competitive advantage (Miles, 1993; Miles,
1994).

So far, the innovative strategies have become of particular
importance for modern (Transnational Companies) TNCs.

Firstly, they significantly change the production profile and
influence consumer patterns. They are based on technological
novelties intended to reduce production costs, distribution or
marketing.

Secondlythese strategies aim to give new benefits to customers and
enable TNCs to enter new market sectors.

The SME sector is the backbone of the economy in high-income
countries, but is less developed in low-income countries. The
Organization for Economic Co-operation and Development (OECD)
reports that more than 95% of enterprises in the OECD area are
SMEs. These enterprises account for almost 60% of private sector
employment, make a large contribution to innovation, and support
regional development and social cohesion.

In Albania, the size of the company is decided based on the number
of employed people. Companies with 1-4 workers are very small
companies; Companies with 5-9 workers are small companies;
Companies with 10-49 workers are medium companies; Companies
with more than 50 workers are big companies;
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The SMEs are responsible for two thirds of European manpower and
SMEs, as has been pointed out, have certain characteristics, critical
for technology management, which have to be taken into account.
Financing is a critical issue and access to equity capital is difficult
due to their size. SMEs tend to focus on short-term problems rather
than long-term strategies. SMEs also tend to be reactive rather than
pro-active to environmental changes. In relation to technology, and
as Dankbaar (1998) points out, traditional SMEs (as opposed to
technology based SMESs) tend to treat technology as a contingency,
something that appears suddenly and needs to be dealt with if it
cannot be avoided. A major concern is the reluctance of SME
managers to face technology problems in a pro-active way. This is
perhaps one of the reasons for the lack of technology brokerage
demand. The development of the technological capabilities of the
SMEs should be a key accompanying part of any technology
transfer promotion program.

The innovation management has taken a fundamental role in the
progress of SMEs, because it present competitive advantages to the
companies in relation to his market. The development of the area of
innovation allows to a company to be prepared to face the current
industrial world that changes permanently. Among other things, the
innovation management gives to the products of the company the
added value that will make differ from his competition and gain
competitive advantages (Roper and Arvanitis 2012). The innovation
in the companies can be defined as a great workgroup, therefore the
creation of networks (universities, centers of investigation, etc.) and
business cooperation is crucial (Yo guel and Boscherini, 1996).
Definitively it is possible to affirm that the innovation has a positive
effect in the growth and development of the companies (Boly 2004;
Love, Roper, and Bryson 2011; Zawislak et al. 2012). This study
will try to analyze the transnational factors for enabling innovation
implementation for the SMEs in Albania.
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CHAPTER 1

1. Transnationalism for SMEs in Albania

1.1 What it istransnationalism

Transnationalism has been developed as one of the main theoretical
frameworks  for understanding contemporary international
migration.

Contemporary transnationalism differs from previous transnational
practices because it covers a much wider range of activities and
participants, by both its complexity and consequences (Landolt
2001).

Transnationalism, as defined by Basch et al (1994) is “a process by
which migrants, through their daily life activities create social fields
that cross national boundaries”

Transnationalism theory is the idea that there exist increased
connections between societies across the world, whether they are in
matters of economics, politics, and/or culture (Vertovec, ND).

Transnationalism as an economic process involves the global
reorganization of the production process, in which various stages of
the production of any product can occur in various countries,
typically with the aim of minimizing costs. Economic
transnationalism, commonly known as globalization, was spurred in
the latter half of the 20th century by the development of the internet
and wireless communication, as well as the reduction in global
transportation costs caused by containerization. Multinational
corporations could be seen as a form of transnationalism, in that
they seek to minimize costs, and hence maximize profits, by
organizing their operations in the most efficient means possible
irrespective of political boundaries.
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Proponents of capitalist’s transnationalism seek to facilitate the flow
of people, ideas, and goods among regions. They believe that it has
increasing relevance with the rapid growth of capitalist
globalization. They contend that it does not make sense to link
specific nation-state boundaries  with for instance
migratory workforces, globalized corporations, global money flow,
global information flow, and global scientific cooperation. However,
critical theories of transnationalism have argued that transnational
capitalism has occurred through the increasing monopolization and
centralization of capital by leading dominant groups in the global
economy and various power blocs. Scholars critical of global
capitalism (and its global ecological and inequality crises) have
argued instead for a transnationalism from below between workers
and co-operatives as well as popular social and political movements
(Wikipedia)

Albanians today continue to make up the largest immigrant
community among the people of the Balkan region. More than 25
percent of Albanians from Albania, Kosovo, Macedonia, and
Montenegro have emigrated. Migratory flows of Albanians have
been and remain quite high. The typology and phenomenology of
Albanian migration has had an impact on the contribution of
migration as a survival, consumption and development factor. This
contribution is increasingly becoming not only an economic
phenomenon, but also a social, cultural and political phenomenon.
Among Albanians of the region, Albanians from Albania have the
highest numbers of international migrants.

Transnational migrants can be very innovative by introducing new
products and ways of doing business in the countries of reception
and origin. Through loans, assets, management techniques,
consumption standards, and workers crossing migrations and
international business have always been part of human history for
many centuries. Migrations have continued today for various
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reasons including wars, but most importantly poverty. However,
with the changing nature of the global economy and the
development of technologies, the migration and international
business has allowed a new category of migrants characterized by
their socio-cultural embeddedness and engagement in at least two
environments. Although this phenomenon called “brain drain” can
be very bad for developing countries, as it stifles the effort of
economic development of these countries by empting them of their
skilled workforce and intellectual elites, it can also have a positive
impact on the economies of developing countries and achieve what
has been called “brain gain”. Although previous studies have helped
for a better understanding of diaspora impact on home country in the
areas such as poverty alleviation through remittances,
entrepreneurship, and institutional transformation and innovation,
several important issues related to diaspora still need the attention of
researchers.

Diaspora entrepreneurship refers to the entrepreneurial initiatives
undertaken by an immigrant in his or her home country while
residing in the host country. As such diaspora entrepreneurship is
not synonym of transnational entrepreneurship (Sequeira et al. 2009)
as a transnational entrepreneur doesn’t have to be a diaspora
member. The use of the term “transnational” for this category of
entrepreneurs has been discussed in Portes (2001) and Nkongolo-
Bakenda and Chrysostome (2013).

1.2 The relationship between migration and development in
Albanian SMEs

Firstly, TNCs and their strategic management simultaneously focus
on all the competitive parameters: production costs, product quality,
delivery time, know-how development, market barriers, and
stabilization of the financial situation.
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Secondly TNCs carry out global innovative strategies by different
vectors at different levels: in the sphere of resources, in goods and
services markets, in merged companies, etc.

Thirdly, the positions of TNCs’ competitors face dynamic changes,
the situations in the global markets become less predictable, and
forecast periods get shorter.

It is underlined that the links between migration and development
need to adopt a more nuanced notion of space (Allen 2003) since the
era called globalization, network society, or world society and
ever-increasing circulation brings much more alternative for the
interaction between migration and development (Faist 2008).

Therefore, the Albanian government and governmental institutions
and agencies have failed to create the legal and policy framework
for mobilizing the diaspora’s economic and financial resources as a
source for the country’s development. Consequently, their interest
and attention to transnational entrepreneurship and networks have
been insufficient. In turn, this has influenced the rather weak ties
between Albania and transnational entrepreneurship and
transnational networks that emerge in the context of migration. In
view of this situation, it is imperative that the strengthening of the
ties between Albania and its migrant communities abroad should be
much more focused on transhational entrepreneurship and the
transnational networks that connect Albania with migrants’
countries of destination.
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On the survey developed by IDRA and our partner INSTAT on a
total of 1000 companies surveyed in the ICT sector 797 companies
respond that Government grants and subsidies for innovation had a
low or no importance impact.

The most important impact has been on the small companies of 0-9
employees (737 companies). Only 233 companies say that
governments grant and subsidies have been an important factor for
the development of innovation. The impact has been more for small
companies and for medium companies. There is no impact for the
big companies with 50-249 employees.
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1.3 Transnational vs. domestic immigrant entrepreneurs

Transnational immigrant entrepreneurship refers to cross-border
entrepreneurial activities conducted by immigrant entrepreneurs. In
so doing, they take advantage of their contacts and knowledge
outside the country of immigration, developing connections and
exchanges between different places and societies (Peraldi 2002). In
particular, this type of business is conducted in close connection
with (primarily) the immigrants’ country of origin (Brzozowski et
al., 2014; Landolt et al., 1999; Landolt, 2001).

Transnational immigrant entrepreneurship differs from immigrant
entrepreneurship (in general) in that instead of focusing only on the
context of the country of immigration and on co-national ties there,
it considers the possibility of different mobility paths and links. In
particular, transnational immigrant entrepreneurship stresses the
idea that immigrant entrepreneurs may operate beyond the co-
national and immigrant group in the country of immigration,
expanding their links to other groups and places. However, both
fields have in common focusing on the entrepreneur and not only
the business per se (Drori et al., 2009). Therefore, it is possible to
distinguish between transnational immigrant entrepreneurs (TIES)
and immigrant entrepreneurs in general, who can be called domestic
immigrant  entrepreneurs  (DIEsS).  Transnational —immigrant
entrepreneurs are immigrant entrepreneurs, whose businesses span
borders, involving business connections outside the country of
immigration. Drori and colleagues (2009; 1001) stated that TIEs
“are individuals who migrate from one country to another,
concurrently maintaining business-related linkages with their former
country of origin, and currently adopted countries and communities.
By travelling both physically and virtually, [TIES] simultaneously
engage in two or more socially embedded environments, allowing
them to maintain critical global relations that enhance their ability to
creatively, dynamically, and logistically maximize their resource
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base”. Two topics are considered: the use of personal skills and
social contacts for business practices.

The studies illustrate that domestic immigrant entreprenewse the
knowledge obtained in their education to better conduct their
businesses. Their educational level and training courses help
entrepreneurs to manage their businesses and achieve economic
success (Valdez, 2008). Beckers and Blumberg (2013) stress that,
among other factors, a certain degree of education is fundamental to
taking advantage of available opportunities. However, an Italian
study (Chiesi & Zucchetti, 2003) has shown that the type of
specialization and the field of the degree are less significant than a
high educational level. In the majority of cases, the degree is not
strictly related to the business but simply provides entrepreneurs
with a forma mentis, a right way of thinking that leads them to better
performance. Domestic entrepreneurs report utilizing their degrees;
however, only in a few cases have these domestic entrepreneurs
directly connected their degrees to the business (e.g., management;
economics). The literature has also stressed the fundamental role of
previous work experience. The majority of entrepreneurs had
previous relevant work experience before they started their
businesses; this work experience, primarily in the country of
immigration, positively affects business practices (Basu, 2001;
Brettell & Alstatt, 2007; Nee & Sanders, 2001). Domestic
immigrant entrepreneurs take advantage of these experiences, which
gives these entrepreneurs a better knowledge of the sector and
provides key contacts already in place at the beginning of the
business (suppliers and customers, for example). Similarly, DIEs
benefit from previous experience as entrepreneurs, both in the
country of origin and in the country of immigration (Raijman &
Tienda, 2000; Solano, 2015a).
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1.4 Transnational Immigrant Entrepreneurs(TIE)

Previous studies clearly show that transnational entrepreneurs’ skills
and experiences play an important role in business practices. First,
there is a positive correlation between being TIEs and educational
level. Portes and colleagues (2002) were the first to note that the
number of years of formal education affects the possibility of
developing a business. This influence was stronger for immigrant
entrepreneurs with transnational businesses. In this regard, Solano
(2015a) highlighted an important difference between DIEs
(Domestic immigrant entrepreneurs) and TIES, showing that the
field of the degrees of TIEs is generally more closely related to the
business (e.g., economics, business, management or languages) than
the fields of DIEs. Other authors (Kariv et al, 2009; Patel &
Conklin, 2009) have confirmed that a high level of education is
strongly related to the success of the activity. Second, in addition to
educational level, previous work and life experiences appear to be
fundamental to business success (see for example: Ambrosini, 2012;
Patel & Conklin, 2009; Solano, 2015a; Terjesen & Elam, 2009). As
in the case of domestic entrepreneurs, TIEs” work experience allows
them to be familiar with the market and already have some key
contacts when starting a business. However, because TIEs generally
require a certain degree of knowledge and contacts not only in the
country of immigration but also abroad, TIEs utilize work
experience in the country of origin more than DIEs do. For example,
through their work experience in the country of origin, TIES can
develop privileged links (i.e., with suppliers) that allow them to
conduct transnational business practices. Terjesen and Elam (2009)
added that life experience in terms of travel and migration paths is
important in business. These activities allow immigrants to develop
a more flexible view of the world, which allows them to mobilize
resources from all over the world. Third, extant research illustrates
the influence of language skills in transnational business practices
(Light et al., 2002; Rusinovic, 2008; Solano, 2014, 2015a; Terjesen
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& Elam, 2009). These linguistic skills are fundamental in bridging
localities and exploiting opportunities from all over the world. These
skills and experience allow entrepreneurs to exploit available
resources for the internationalization of their businesses, to manage
multiple networks and to be nodes and bridges between different
relational and institutional contexts (Chen & Tan, 2009; Drori et al.,
2009; Riddle et al., 2010; Terjesen & Elam, 2009).

The literature regarding TIEs has largely focused on entreprencurs’
social networks (social contacts) and the composition and the use of
those networks, which appear to be the “engine” of transnational
business: “Transnational entrepreneurs rely on physical and virtual
social networks and structure these networks to bridge new
opportunities and often position other actors as intermediaries”
(Terjesen & Elam, 2009: 1115). Social networks help TIES run their
businesses, providing resources, reducing transaction costs, and
managing or helping to conduct the business outside the country of
immigration. To develop transnational economic activities, the
entrepreneur exploits the resources provided by social contacts
located both in the country of origin and in the country of arrival
(Cesari, 2002; Patel & Conklin, 2009; Peraldi, 2002). In fact, TIES
generally rely on border-spanning (Landolt, 2001) and “globalized
networks” (Chen & Tan, 2009; Tan, 2008) with both global and
local connections. Hence, one of the primary characteristics of
transnational entrepreneurs is to take advantage of geographically
dispersed contacts. Comparing TIEs’ and DIEs’ social networks
indicates that TIEs have more contacts (both working contacts and
personal contacts) outside the country of immigration than do DIEs
(Solano, 2015a).

Several articles (e.g., Basu, 2001; Flot-Fresnoza & Pecoud, 2007;
Nee & Sanders, 2001; Wong, 1998) have also emphasized the
importance of the (extended) family network in business practices:
“Our experiences in the field suggest that the family is often the
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primary social organization supporting the establishment and
operation of a small business” (Sanders & Nee, 1996: 235). The
participation of the extended family plays a key role in the
development of forms of entrepreneurship. The first manner of
providing support is economic help: access to financial capital is
often provided by forms of family loans. Family may also provide
workers; many businesses are family-owned or employ family
members, representing a motivated, flexible, and low cost (or free)
workforce. Relatives can also provide relevant information. Some
family members may have a long history of residence in the country
of immigration and can provide information useful to the business
(e.g., regarding the bureaucratic steps required to start the business
or available opportunities). In addition to these relevant
contributions and although the literature has not focused in depth on
the negative influence of family, it is possible to extend the findings
regarding co-nationals being mobility traps for family networks.
These networks could also hinder better business practices.

2. Barriers for Innovation implementation for SMEs in
Albania

The legal and regulatory environment is extremely important for
operation of transnational entrepreneurs (Saxenian 2002; 2005).

One of the barriers that Albanian entrepreneurs face is the fact that
Albania lacks the legal and regulatory framework for
accommodating transnational entrepreneurs, especially migration-
related transnational entrepreneurs in the country. The government
has put in its agenda the synergy between migration and
development, but there have not been visible consistent measures to
implement such a synergy.
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SMEs in Albania are often hampered by an inability to obtain
financial capital for growth and expansion. Local financial systems
do not sufficiently cater to the needs of SMEs, with negative
consequences for economic development. SMEs in Albania face a
financing gap that undermines economic prosperity

Chart 2
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SME’' s I nnovation Benchmar k Repol

On INSTAT and IDRA survey on the companies interviewed on
ICT sector the internal finance for innovation has been an enabling
factor of high and medium importance for 787 companies (total
1000). Most of the companies (751) which answer that internal
finance was a factor of high and medium importance are small
companies with 0-9 employees.
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2.1 SMEs in Albania (SMEs Benchmark Report Albanja
September 2020)

This section provides a background regarding the distribution of
enterprises in Albania. Concerning the firm size by number of
employees, about 85.1% of active businesses in Albania operate
with up to four employees; about 7.3% have five to nine employees.
Meanwhile, those businesses with 10-49 employees compose 5.9%
of the active enterprises and the big firms (50 employees or more)
are 1.7%. The data show that the overwhelming number of
enterprises in Albania are micro or small, about 72.4% of active
enterprises.

Overall, the number of active businesses has dropped during the last
four years. In 2016, there were 128,020 active enterprises, while in
2019 this number decreased at 116,637 (-8.9%). According to the
data, the decreased number of active micro businesses causes this
decrease. On the contrary, number of enterprises with more than 4
employees has increased when compared with 2016.

Table 1. Active enterprises inAlbania by number of employees
2016 to 2019
Active enterprises
2016 2017 2018 2019

Total 128,020 124,768 120,736 116,637

1-4 112,963 | 882% 108,769 = 87.2% | 103,603 = 85.8% = 99,314 @ 85.1%

59 7,551 5.9% 7,952 6.4% 8,442 7.0% 8,484 7.3%
1049 5,836 4.6% 6,237 5.0% 6,738 5.6% 6,866 5.9%
50+ 1,670 1.3% 1,810 1.5% 1,953 1.6% 1,973 1.7%

*Excluding Agriculture, Forestry and Fisheries
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Further, it is of special interest to have the distribution of enterprises
by activity when considering that this study focuses only on specific
and distinguish business sectors. The target of the study are the
following sectors:

1 Manufacture of computer, electronic and optical products,
1  Telecommunications,

1 Computer programming, consultancy and related activities,
1 Information service activities.

Overall, these sectors form 2% of the total number of active
enterprises. The majority of these enterprises are Computer
programming, consultancy and related activitie6.9%),
Information service activities(22.4%), about one in five are
Telecommunications(20.3%), while only 11 enterprises are
categorized as Manufacture of computer, electronic and optical
products(0.5%).

It is worth mentioning that the total number of these enterprises has
increased in the course of the last four years (from 1,898 enterprises in
2016 to 2,409 in 2019, or 27% increase), which is mainly caused by the
increased number of firms dealing with computer programming,
consultancy and related activities, whereas the telecommunication
sector has dropped from 725 firms to 488 during this period.
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Table 2. Active enterprises n Albania by activity (only the
targeted sectors)- 2016 to 2019

Active enterprises

Manufacture of

Computer

consultancy and
related activities

2016 2017 2018 2019
Total 1,898 2,282 2,280 2,409
computer, electronic 11 0.6% 12 0.5% 7 0.3% 11 0,5%
and optical products
Telecommunications 725 38.2% 634 27.8% 557 24.4% 488 20.3%
programming, 884 46.6% @ 1,096 48% 1213 | 532% @ 1,371 @ 56.9%
Information service 278 14.6% 540 23.7% 503 22.1% 539 22.4%

activities

SMEs are a fundamental part of the economic fabric in Albania, and
they play a crucial role in furthering growth, innovation and
prosperity. Unfortunately, they are strongly restricted in accessing
the capital that they require to grow and expand. They might not be
able to access finance from local banks at all, or face strongly
unfavorable lending conditions, even more so following the recent
financial crisis. The overall result is absence of a well-functioning
SME lending market, and SMEs are impeded in their growth, with
negative consequences for innovation, economic growth and macro-
economic resilience in developing countries.

In our survey, among their challenges, they cited issues such as
corruption, high taxes, unfair competition, lack of communication,
business and information knowledge on the part of people in charge
of business affairs in both local and national government
administration, high bank interest rates in borrowing money needed
for their business, lack of business knowledge and information on
the part of the staff of government administration, infrastructure
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(power outages, high price of electricity, gas), unfair competition,
lack of government support for business.

Bledari, when asked about difficulties he has run into, operating his
business, said: “Lots of difficulties. It looked impossible. Barriers
from other competitors. Unfair competition still continues. All sorts
of ‘dirty’ reasons: circumvention of law, corruption, under the table
money payment at the customs” (returnee from Greece,
export-based company).

“It is very difficult, especially at the beginning. Bureaucratic
mentality. They created many problems. It was very hard to find
people in the office. You go to ask about things. Nobody is in the
office. Even when you find them there, they had no clue how the
business functions. They created artificial problems. They told us |
will fine you. For what? They were asking things that are absurd!”
(returnee from Italy, export-based company).

The ability to select the right ideas and freedom to innovate are
other factors that play an important role for Albanian transnational
SMEs. Top management commitment to innovation is a very
important driver, as it ensures cross-functional cooperation, and
creates an innovative environment. The greatest barriers to
innovation are insufficient resources and the absence of a formal
innovation strategy. Organizational structures that are not geared to
enhancing innovation are also mentioned as hurdles, as well as a
company’s tendency to continue to invest time and money into
unsuccessful projects.

A last trap is the one, which occurs when a company pursues
innovations requiring different competencies than those available
within the company (Jamrog, 2006). Successful innovating
companies, however, do not have to rely on internal competencies
alone when it comes to innovation. Chesbrough (2003) points at the
paradigm of open innovation that assumes that companies should
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not rely only their own R&D competencies, as they do under the
closed innovation model, but absorb and utilize knowledge from
outside the company by different forms of collaboration with
suppliers and buyers or even in some cases with competitors.

Chart 3

ICT activities
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B The ‘availability of skilled em ployees within your enterprise’ was a factor enabling innovation activities
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B The ‘availability of skilled em ployees within your enterprise’ was a factor enabling innovation activities

of low or no importance

SME' s I nnovation Benchmar k Report Al bania

Most of the companies having sill workers to enable innovation are
small companies (705) and medium companies (36). From a total of
1000 companies interviewed 742 companies answer that they have
the skilled employees to enable innovation.

Some of the challenges that the diaspora entrepreneur faces in his or
her developing home country are the following: (a) ethical
challenges, namely endemic corruption (Mauro 1995; Sheifer and
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Vishny 1993), weak corporate social responsibility; mistrust of the
business environment (Chrysostome 2014); (b) administrative and
legal challenges, namely red tape (Guriev 2004; Ciccone and
Papaioannou 2007) that results in long delays in starting business, a
situation that increases operations costs and affects the
competitiveness of the diaspora entrepreneur, tax uncertainty,
cloudy regulatory system, currency fluctuations, dysfunctional
institutions, sparse information, ineffective legal system and
political instability (Anyaeche 2012), unreliable and ineffective
judicial system (Gray 1997); (c) sociological challenges that may
take the form of interpersonal mistrust (Nun and Wantchekon 2010),
family encumbrance (Yang 2010), megalomania of the home
country partner (Mukenge 1974).

3. Transnational enabling factors for innovation
implementation

Innovation capacity can be incrementally or radically increased
through the participation of activities that trigger the supply of
innovation resources and conversion of the resources as the
knowledge base of the firm in an interactive environment (Szeto,
2000).

Internally, a firm can further develop the innovation impulse as
resources and apply it to new product development that will be
turned into the knowledge base of a firm if appropriate codification
is systematically implemented (Miczkaand GréRler, 2010).
Externally, inter-organizational network is an environment for the
interaction and activities such as joint projects, collaborations or
alliances for a specific R&D item and may benefit the participants to
various degrees (Szeto, 2000).

To manage the innovation capabilities, the first step is to be able of
measuring this characteristic, therefore, the creation of metrics or
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methods to measure this capacity in the companies is crucial, to
determine the current condition of the company and define a
strategy improvement. Many investigations seek to determine the
best form of evaluation of the innovation, (Milbergs 2004; Muller,
Vélikangas, and Merlyn 2005) realize a literature review, analyzing
the evolution of the innovation metrics and defining new metric
focusing on the measurement of the innovative processes. Other
authors affirm that the innovation within companies includes
different areas, therefore the best way of measuring the innovation
capabilities is by proposing and solving a multi-criteria problem
(Feeny and Rogers 2003; Rodrigues, Fernandes, and Martins 2006).
(Adams, Bessant, and Phelps 2006) realizes a bibliographical
analysis of different propositions to measure the innovation in the
SMEs and puts in evidence that at present the best way of measuring
the innovation capabilities is using a multi-criteria approach. The
definition of metrics or a method provides the basis for
benchmarking, since it delivers the possibility of measuring the
companies under the same criterion.

Two main types of entrepreneur are identified, which | call
“necessity” and “opportunity” entrepreneurs: the former set up their
small business as a way of escaping unemployment, the latter more
actively perceive and pursue business opportunities. | also evaluate
their contribution in terms of added value at the individual and
community level, as well as potentially affecting the country’s
economic and social development.

Table 3 shows that the reasons why these entrepreneurs decided to
start business in Albania is a combination of “pull” and “push”
factors, which include availability of local markets (78%) and family
reasons (78%), favorable business conditions in Albania (69%),
economic crisis abroad (65%), desire to contribute to economic
development in Albania (60%), availability of qualified labor/
outsourcing opportunities for foreign clients or companies in
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Albania (56%). Quality of social life in Albania, and more humane
environment for family life (56%) are also important.

Table 3. Important reasonsfor starting business in

Albania

Reasons for starting business

in Albania

Auvailability of local Albanian
market / regional markets /
preferential markets

Family reasons

Favorable business conditions
in Albania

Economic crisis abroad

Desire to contribute tothe
economic development of
Albania

Auvailability of qualified labor /
outsourcing opportunities for
foreign clients or companies in
Albania

Quality of social life in Albania
/ more humane environment for
family life

Less competition in Albania

Unfavorable business
conditions abroad

Lower costs of business
operations in Albania

Patriotism

| did not feel as equal citizen
abroad

Inability to achieve legal status
abroad (e.g. visa expiry)

Incentives offered by the state
of Albania

Nostalgia

Not
important

10

10
11

13
15

11

Important

11

13
12

14

11

10

10

Very Important
Important + Very
Important
7 18 (78%)
5 18 (78%)
4 16 (69%)
1 15 (65%)
6 14 (60%)
2 13 (56%)
3 13 (56%)
2 12 (52%)
4 10 (43%)
1 10 (43%)
2 9 (39%)
4 9 (39%)
2 7 (30%)
2 5 (21%)
4 2 (8%)

Page | 27



SMEINNOBOOST
SME Innovation Capacity Boost

Table 4. Three biggest obstacles of doing business in

Albania

Type of obstacles

Corruption
Complicated administrative procedures

Unfair competition (working in grey economy and thus
reducing thecost of services)

Lack of state support

Lack of bank support / access to capital

Inadequate business culture

Poor business services (banks, accounting, legal services)
Inadequate legal system

Immature market conditions

Frequent changes / unpredictability of business
conditions

Lack of qualified / adequate labour
Political or economic instability

Poor infrastructure

First
obstacle

21%
17%
17%

17%
4%
4%
4%
4%
4%

/

Second
obstacle

4%
4%
13%

13%
/
4%
/
4%
8%
13%

17%
13%
4%

Third
obstacle

8%
8%
8%

4%
4%
4%
/
4%
8%

13%
17%

When asked about three biggest obstacles in doing business in
Albania, about 40% of the participants in the survey mentioned
corruption and unfair competition as the first biggest obstacle in
running a business in Albania. In fact, this latter was seen as the
second and third most difficult factor in doing business in Albania.
Complicated administrative procedures, lack of state support, lack of
bank support were also mentioned as barriers.
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Table 5. Advantages of doing business in Albania compared
to doing business abroad

Lower in Same in Higher in
. - Albania than Albania as Albania than
Business conditions
abroad abroad abroad

Operating costs 70.8% 16.7% 12.5%
Availability of capital to start business 50% 41.7% 8.3%
and durig business operations
Speed of professional growth 50% 25% 25%
Professional recognition and 62.5% 33.3% 4.2%
acknowledgment of the society
Size and strength of healthy 70.8% 20.8% 8.3%
competition
State support 66.7% 25% 8.3%
Access to local and international 45.4% 50% 4.2%
markets
Awvailability of skilled labor 58.4% 29.2% 12.5%
Possibilities of achieving legal status
for you and your family 12.5% 41.7% 45.8%
Knowledge of the culture, language,
mentality and customs of the local 20.8% 45.8% 33.3%
population
Quality of life and free time 66.7% 16.7% 16.7%
Degree of bureaucratization of
procedures for starting and running 29.2% 25% 45.8%
business
Size and strength of unfair 12.5% 25% 62.5%
competition
Negative effects of economic crisis 8.3% 41.7% 50%
Degree of friendships and
relationships relevant to business / 29.2% 70.8%

Surveyed participants stated that connections with their family,
friends and relatives were very important for the success of their
business, followed by about 65% who stated that their contacts with
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their colleagues in Albania were extremely important for the success
of their business. In addition, around 60% of respondents said that
their ties with colleagues abroad along with principal contact in the
foreign country they do business with were vital to their business.
Respondents also considered as important and very important
relations with executives in the company where they work (about
56%), as well as contacts with professional business associations in
Albania (nearly 47%). Moreover, contacts with state institutions in
Albania (close to 39%), and abroad (nearly 34%) are considered
importanttoo.

3.1 Innovation from a netwaoked environment
Researchers of different perspectives still debate whether innovation
can be generated from within a firm’s hierarchy or from within a

networked environment.

Some scholars’ different viewpoints are expressed in Table 6.
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Table 6

From within a networked environment

1 Studies from a network perspective,
inter-organizational network, becoming a
new organization form, provides different
stimulation through the collaborative
activities with network members
(Biemans, 1992; Forsgren and Johanson,
1992; Alter and Hage, 1993).

91 The hierarchical structure of the
conventional organization form was
inadequate for the shift towards
customization of product development and
global linkages of product markets (Nohria
and Ghoshal, 1997).

9 Innovation in firms consists of
continuous interactive learning that occurs
in the context of formal and informal
relationships between firms (Freeman,
1991, Stiglitz, 1987; Miczka and GroRler ,
2010).

1 Inter firm collaboration is an important
source of knowledge; consequently, the
degree to which firms learn and increase
their stock of knowledge is a function of
the extent of their participation in network
activities (Levinthal and March, 1994;
Brown and Duguid, 1991; Von Hippel,
1988).

From within a f

9 A systemic analysis of the possible
sources to maintain “purposeful
innovation” when entrepreneurs start
their innovation processes within their
resources (Drucker, 1994).

9 Looking for the governance systems
that affect firm capabilities in
performing various activities (Whitley,
1998; (Johannessen, 2013)
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Knowledge that is accumulated from the outside is shared widely
within the organization, stored as part of company’s knowledge
base, and utilized by those engaged in developing new technologies
and products”. Since the inside and outside resources of knowledge
and innovation are of such importance to accumulating innovation
capacity, then what “inside and outside” environment is suitable for
the development of the innovation capacity of firms? The
fundamental issue is how these organizational environments
increase the firm’s capacity for innovation for the continuous
improvement of competitiveness.

3.2 Opensourceinnovation

According to Teece (1981), successful innovators are finding they
must complement their in-house R&D with external technologies
and offer up their own technologies to outsiders. R&D at large
companies is shifting from its traditional inward focus to more
outward-looking management — open innovation — that draws on
technologies from networks of universities, startups, suppliers, and
competitors. Open-source innovation is an attractive alternative for
micro-firms and SMEs, which have no or very limited funds for
internal R&D. Moreover, it is a cost-effective way of “marketing”
innovations (Ulhgi, 2004).

More and more firms are exploring “open-market innovation”. This
thinking is due to the tools of franchising, joint venture and strategic
alliance etc. to absorb free trading strength, to increase the flow of
new ideas. According to “open-market innovation”, firms focus on
suppliers, customers and even competitors can systematically open
innovation boundaries to increase the input and output of new ideas.
Thus, firms can improve the speed, quality and cost of innovation.
Moreover, “open-market innovation” can lead firms to evaluate the

Page | 32



SMEINNOBOOST
SME Innovation Capacity Boost

real market value of internal ideas. Thus, firms can identify their
self-core business more effectively (Rigby and Zook, 2002).
The creativeness of “open-market innovation” produces the
corporate trend and technological trend of some businesses co-
operation and provides four items of advantage (Rigby and Zook,
2002):
9 Input of new ideas is the best way to expand innovation
base.
9 Output of new ideas is a good way for collecting cash and
maintaining creative employees.
1 Input of ideas can help firms to clarify their strength.
1  Output of ideas can help firms to clarify their strength.

3.3 Innovation and Interfirm Collaboration

Innovation in firms is one of continuous interactive learning that
occurs in the context of formal and informal relationships between
firms (Stiglitz, 1987; Lundvall, 1992; Freeman, 1994). Inter firm
collaboration is an important source of knowledge; consequently,
the degree to which firms learn and increase their stock of
knowledge is a function of the extent of their participation in
network activities (Levinthal and March, 1994; Brown and Duguid,
1991;Von Hippel, 1988). Von Stamm (2004) assumed: “To increase
the odds of success, leaders need to understand why they should
collaborate with outsiders and how to do it effectively.” There are
two major benefits of engaging “outsiders”:

1. They challenge company-internal assumptions.

2. They bring a new body of knowledge to the party.
Innovation most often happens when some previously unconnected
bodies of knowledge converge. So for companies that want to
stretch the business boundaries and innovate around markets and
business models, external collaboration with other firms and
customers is critical.
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Chart 4
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SME's I nnovation Benchmark Report Al bani

560 companies out of 1000 companies interviewed answer that
collaborating with external partners has been a factor of high or
medium importance to enable innovation activities.

3.4 Innovation and Inter-Organizational Network

Flows of knowledge on customers’ needs increase the firm’s degree
of innovation. The needs and experiences of customer are one of the
most important sources of innovation. Externally, the inter-
organizational network is an environment for interaction and
activities such as joint projects, collaborations or alliances for a
specific R&D item and may benefit the participants to various
degrees. When thinking of marketing knowledge, one should think
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of issues such as competition, suppliers, customers, markets, target
groups, consumers, clients, users, interested parties, sales, after
sales, trade and distribution and relation management (Daniel,
2002). Knowledge that is accumulated from the outside is shared
widely within the organization, stored as part of the company’s
knowledge-base, and utilized by those engaged in developing new
technologies and products” (Nonaka and Takeuchi, 1995). What
“outside” environment is suitable for the development of innovation
capacity of firms? Studies from a network perspective (Biemans,
1992; Forsgren and Johanson, 1992; Alter and Hage, 1993) show
that an inter-organizational network, becoming a new organizational
form, provides different stimulations through collaborative activities
with network members. To summarize, within the knowledge-based
approach, innovation networks are thus considered to have three
major implications:

9 They are seen as an important co-ordination device enabling
and supporting inter-firm learning by accelerating and
supporting the diffusion of new technological know-how.

1 Within  innovation  networks the  exploitation  of
complementarities becomes possible, which is a crucial
prerequisite  to master modern technological solutions
characterized by complexity and a multitude of involved
knowledge fields.

1 Innovation networks comprise an organizational setting, which
opens the possibility of the exploration of synergies by the
amalgamation of different technological competencies. By this,
innovation processes are fed with new extensive technological
opportunities, which otherwise would not exist, or whose
existence would at least be delayed (Pyka, 2002).
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Chart 5
ICT activities
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high or medium importance

B The 'government contracts that required innovations' was a factor enabling innovation activities of

low or no importance

Only 218 companies out of 1000 companies surveyed consider
government contracts as a factor of high or medium importance to
enable innovation.

3.5 Strategies tareate Value

The core issue of the integrated innovation network model is to
create value for customers. It provides a language that executive
teams can use to discuss the direction priorities of their enterprises.
They can view their strategic value measures, not as performance
indicators in four independent perspectives, but as a serious of
cause-and-effect linkages among objectives in the four balanced
perspectives. The integrated innovation network model is based on
four strategies to create value, as follows:
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Valuing your customers

Strategy is based on a differentiated customer value proposition:
Satisfying customers is the source of sustainable value creation.
Strategy requires a clear articulation of targeted customer segments
and the value proposition required to please them. Clarity of this
value proposition is the single most important dimension of strategy.
This includes low total cost (offer products and services that are
consistent, timely and low-cost), product leadership (products and
services that expand existing performance boundaries into the highly
desirable), complete customer solutions (provide the best total
solution to customers) and system lock-in (high switching costs to
end-use customers and add value to complementers).

Treat your emplgees as valuereating assets

The key asset to competitive advantage is outstanding people.
Managing people in a modern way will be most important —
stimulating and empowering them to act on their own. Given the
multitude of assets necessary to drive a firm’s economic value, one
key asset remains the same: people. A firm’s employees will
continue to remain fundamental to economic growth. Employees do
have a significant impact on a firm’s outcomes, especially the firm’s
market value. How a business finds, develops and retains them is a
fundamental management challenge for competing in an era in
which intangible assets, such as employees, constitute the majority
of a firm’s value.

1 To capture new knowledge (measure and control data with
guidance from a “select few” staff and supported possibly by
information technology);

1 To codify knowledge (promulgation of new product
information, policy and procedures, etc.);
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1 To generate new knowledge (cross-functional project groups,
creative approaches, innovation centers, quality improvement
teams, etc.);

1 To circulate knowledge (team-based learning programs, skills
development workshops, feedback loops, etc.);

Treat your suppliers as critical assets

In the extraction of value from relationship assets, suppliers do
indeed play a dynamic role in creating corporate worth and growth
and are a key determinant of a firm’s performance and ultimately
market valuation. Careful attention and measurement must be given
to this component of the value chain. A firm’s supply chain is a
network of facilities that aims to have the right products/services in
the right quantities at the right moment, all at minimal cost. Today,
the Internet is acting as a great “aggregator” of supply chains. With
the ability to create electronic supply-chain processes and real-time
delivery of information, and the ability to review and contract with
suppliers from anywhere in the world — all nearly instantaneously —
many firms now find themselves on equal billing with the largely
closed environment of the EDI-based supply chains of the past.

Manage your partners as keble assets

Forward-thinking firms recognize that the economic ecosystem
“contract” is the tie that binds their success in the marketplace. As
such, value from the various partner relationships must be evaluated
with the same rigor as other relationship assets. Although many
firms have a variety of partnerships, we believe they can
fundamentally be divided into five distinct categories:

9  Firstly, the consumer, whose consumer culture corresponds to a
level of innovation, substantially contributes to adjustment of
new products to the market requirements. Such consumer is no
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longer just a national person, exclusively associated with the
TNC’s home country.

91 Secondly, the issue of the home country is rhetorical today and
this fact is not only related to a large number of major
international mergers and acquisitions, which have made
changes to its content. Many TNCs have concluded that there
was a need in a greater use of sophisticated international
specialization in science and technology. For instance, today it
is more profitable for many TNCs (Control Data, Motorola,
etc.) to locate their research laboratories in the United States,
computer programming centres in India, centres for industrial
design in Italy, etc. This allows expanding a range of involved
talents, at the same time reducing the costs for new product
development, which is one of the main corporate objectives.

CHAPTER 2

2.1 Key enablers for innovation in SMEs in Albania

SMEs are one of the key enablers of innovations, which have been
having positive impacts on the overall business performance of the
SMEs (Al-Ansari et al., 2013; Schwab, 2013). Despite only
confining the operations of innovation and the incorporation of
technology within their business to the research and development
department, the management of SMEs has been focusing on
including the tacit knowledge, adaptability, as well as the
entrepreneurial abilities, for incorporation of technology within their
business (Soriano & Huarng, 2013). The innovations within any
industry are most often pursued in the uncertain environment;
therefore, the organizational capability of upgrading their services
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and including innovation within their business is another enabler to
innovation.

Improved access to financés needed to boost SME scale-up
difficulties in accessing finance are widely recognized as one of the
major obstacles for starting and growing a business (OECD, 2006,
2015a). Lack of finance prevents SMEs from investing in innovative
projects, improving their productivity, and seizing opportunities in
expanding or new markets. In credit markets, adverse selection and
moral hazard are exacerbated in the case of young, innovative
businesses without loan history or collateral to secure a loan. Due to
their higher risk profile, fast-growing companies also typically
suffer from higher loan rejection rates than averagely performing
firms (OECD, forthcoming). At the same time, traditional debt may
be ill-suited for new, innovative and fast-growing companies, which
have a higher risk-return profile. The “financing gap” affecting these
businesses is in fact often a “growth capital gap”. Financing
constraints can be especially severe in the case of start-ups or small
businesses whose business model relies on intangibles, which are
highly firm-specific and difficult to use as collateral in traditional
debt relations. Capital gaps also exist for companies seeking to
undergo important transitions in their activities, such as ownership
and control changes, or entry into new markets, including
international ones.

Strong entrepreneurial and management skills and access to talent
are necessary for SME growth. High growth is a disruptive process
that alters the organizational dynamics and management practices of
an enterprise, and new leadership and management skills are often
needed to cope with this process (OECD, 2010a). SME founders
usually have specific expertise, while growth often requires an
expanded skillset to channel the emerging complexities: from
commercial (e.g. marketing and serving of new offers), to project
management (e.g. logistics, organizations of events), financial (e.g.
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capital and cash flow management) and strategic thinking skills (e.g.
building internal leadership, coordinating sets of actions to fulfil
new strategic objectives). Smaller firms may face a particular
challenge in this regard, as their limited human resources are
focused on day to-day running of the business (Hellman and
Kavadia, 2016).

2.2 Access to knowledge and the ability to innovate

To seize market opportunities and grow, SMEs need to be able to
access state-of-the-art knowledge and implement it in their
operations through innovation. Importantly, innovation does not
only involve research and development (R&D) activities, but also
the introduction of new products, services, processes and business
models. Policies aiming to support SME growth through innovation
should thus go beyond traditional R&D policies and also focus on
other modes of innovation. For example, they can provide advice
and training to start-up entrepreneurs, who have strong
technological knowledge, but lack market and commercial expertise,
and they can promote corporate and university spinoffs with
initiatives for proof-of-concept, pre-competitive research and seed
funding (OECD, 2010b). For instance, in Germany, the EXIST-
Transfer of Research programme provides support to research teams
at universities or research institutes to develop proof for the
technological feasibility of their product idea and to prepare
business start-up.

Foreign direct investment represents another relevant vector for
knowledge and innovation that can benefit SME growth. Policies
should foster a business environment that is conducive to inflows of
foreign direct investment and promote links between foreign
subsidiaries and domestic firms in the form of supplier-buyer
relationships, joint ventures and joint technology development and
training. Strengthening skills is especially important to enable SMEs
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meet requirements of multinational enterprises, absorb new
technologies, and develop relationships that foster the diffusion of
knowledge (OECD, 2017e). The management of intangible assets
(IA) is critical for turning SMEs’ innovation potential into market
value, competitiveness and growth. However, SMEs are lagging
behind larger firms in recognising, exploiting and protecting their
intellectual property. To better enable SMEs to leverage their
intangibles, policies should target both internal obstacles, such as
lack of knowledge and strategic perspective, and the hurdles that
affect the accessibility of the IP system for SMEs, such as
administrative burdens and complex and costly litigation and
enforcement mechanisms (OECD, 2011a). National guidelines on
IA management and reporting exist in several OECD countries. For
instance, in France, in 2011, the Observatoire de I’Immateriel,
supported by the Ministry of Finance, released a methodology for
the valuation of intangibles to complement existing business
financial reporting, with the aim to improve firms’ communication
on their A and internal metrics (OECD, 2013b).

2.3 The effectiveness of the network approach to technology
transfer

Technology transfer has been defined as ‘intentional, goal-oriented
interaction between two or more social entities, during which the
pool of technological knowledge remains stable or increases through
the transfer of one or more components of technology’ (Autio and
Laamanen 1995).

Social networks are one of the most important structures in which
economic operations are embedded. Networks are sets of recurrent
associations between groups of people linked by occupational,
family, cultural or emotional ties. They are important because they
are sources of acquisition of scarce resources such as capital and
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information, and which at the same time limit the unlimited personal
gain (Portes 1995:8). Networks can link individuals within and
among organizations and communities. Networks are certainly not
the only social structures in which economic activities are
embedded, but they create immediate circumstances that affect the
goals of individuals, as well as the means and obstacles in their
business. Depending on the characteristics of networks and personal
positions within them, individuals can activate a number of
important resources, but their activities can be suppressed by
expectations of the group.

Transnational entrepreneurs, along with the interaction of human
capital and specific knowledge and skills, establish transnational
networks and have the potential to expand the business transnational
space. However, it should be noted that all forms of
entrepreneurship do not equally contribute the development. Recent
research shows that it is necessary to distinguish between “necessity
entrepreneurs” and “opportunity entrepreneurs”’ because of their
different effects on the economic development (Newland and
Tanaka 2010).

“Necessity entrepreneurs” start small businesses because they
cannot find other opportunities in the labor market, and thus have
small impact on economic development. They generally sustain
themselves and reduce unemployment, have a lower level of social
capital and fewer opportunities for starting a business. Business
operations that do not require high level of education and start-up
costs are usually realized in the sectors saturated with competition
and with low profits. Therefore, the development of social capital
becomes extremely important for survival. This kind of self-
employment brings value to the entrepreneur and their employees,
but does not affect broader economic development. It is much more
likely that “opportunity entrepreneurs” will have a positive impact
on the economic growth of the country of origin because they
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recognise and use advantages of new market opportunities. In
particular, highly skilled migrants (not necessarily always with
college education), specialised in demanded and new sectors can
take best advantage of new markets and generate profits in the
countries of origin.

CHAPTER 3

3.1 Conclusionsas writtenonSME&6 s Benc hmar k
Albania, implemented by INSTAT Albania and IDRA,
Research and consulting in the framework of the project
SMEInnoBoost financed by INTERREG, Balkan
Mediterranean Program.

We are introducing these conclusions on our study from the
executive summary of the Albanian Benchmark report for SMEs to
compare what we have identified on several studies and the
benchmark report. We hope to be on the same conclusions.

According to the survey results more than 3 in 4 enterprises sell
their goods and/or services only on the national market (78%).
About 12% of enterprises sell their products on Regional market
and EU & EFTA countries, while only 4% have a market outside
the aforementioned countries.

Enterprises in Telecommunications sector are more focused on the
national market only (92%). While, the “Computer programming,
consultancy and related services” and “Information services” sectors
are slightly more focused in multiple markets or markets outside
Albania, 28% and 25% of the enterprises in these sectors. Analyzing
by size, more enterprises with 10-49 employees operate on multiple
markets or markets outside Albania, compared which enterprises
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with 1-9 employees (70% vs 79%). Nevertheless, less than half of
enterprises operating in more than one market, in terms of turnover
during the years 2016 to 2018, consider the national market as their
largest.

Overall, the most important strategiesto the enterprises are related

to their products, either focusing on improving their existing goods
and servicesor introducing entirely new goods and services
Telecommunication and Information service sectors have the

highest percentage of enterprises innovation during the 2016-2018

period, with respectively 58% an 59% of enterprises surveyed

introducing at least one innovative activity. Computer programming,

consultancy and related activities, on the other hand, has a lower

innovation rate, with slightly more than half of enterprises not

introducing (51%) any innovation.

Moreover, more than 1 in 5 enterprises still had ongoinginnovation
activity at the end of 2018, while about 7% of enterprises had
abandoned or suspended their innovation before completion.

About 80% of enterprises which have introduced innovation,
declared that they developed them themselvesAbout 25%
developed innovation by adapting or modifying products, processes
or methods originally developed by other enterprises or
organizations, 22% developed in collaboration with other enterprises
or organizations and only 20% cooperating with other enterprises or
organizations.

The majority of enterprises cooperated with partners in Albania for
their innovation activities. If the cooperation is with other
enterprises within the enterprise group or with suppliers of
equipment, materials, components or software, there is a higher
percentage of enterprises which have selected EU and EFTA
countries collaborators (34% and 32% respectively).
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Only few enterprises have received support for innovation
activities in the three-year period 2016-2018. Overall, about 4-5%
of enterprises have received financial support from Local or regional
authorities and/or Central government and/or European Union.

The most important factors motivating to innovate, are the
avaibility of new information and computer technologies,
applications or software, (56% as highly important), market
demand from customers and keeping up with competition in the
market (49% and 46% respectively).

Overall, about 7 in 10 enterprises (68%) expresses that they didn’t
have any compelling reason to innovate in the period of 2016-2018.
On the other hand, it is clear that small enterprises (1 — 9 employees)
are more affected by internal or external factors in their decision to
innovate. About 34% of enterprises in this business category state
that they have considered innovating but factors preventing them to
innovate were too large.

The majority of enterprises state that Lack of finance for innovation
and High costs of innovation have a high importance on
preventing them to innovate About 66% see internal finance as
preventing them to innovate (43% of which say its High
importance), while 65% state the same about innovation costs too
high (out of which 41% High).

When analyzing the legislations and/or regulations effect on

enterprise’s innovation activities, the main one to prevent new

innovation or increase costs for innovation activities seem to be

Taxes with more than half of enterprises (55%). About 1 in 4 (25%)

enterprises see “Pr oduct safety andandbnsumer
in5(21%)see“ I nt el | e c t wsanitiatipgr oo facditatingy ”

factors for their innovation activities.
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Compared with EU countries regarding the specific sectors, Albania
is positioned lower in the raking table. Regarding Manufacture of
computer, electronic and optical products sector, Albania is ranked
19", with 55.6% innovation rate, however “performing” better than
countries like Bulgaria, Hungary, Estonia, Latvia, Poland, Slovakia,
and Romania. Nonetheless, this indicator is indicative only in case
of Albania as there are only nine enterprises interviewed meaning
that the margin of error is high. The small sub-sample for this sector
should be taken into consideration when discussing the results of the
study. Telecommunications is ranked 21%, with 44.2% of enterprises
in this sector innovating. Computer programming, consultancy and
related services is ranked 22" (51.2%). For both these sectors,
Albania is more innovative than countries like, Bulgaria, Slovakia,
Poland and Romania. Although with an innovation rate lower than
other sectors (41.4%), Albania, compared with EU countries, is
ranked better on Information services (18" position).

Overall, 1 in 3 Albanian enterprises sees barriers for innovating and
ranks Albanian among the countries with the highest percentage and
lower position in ranking, when compared with EU countries.

Lack of internal financial resources seems more of a problem in
Albania than all the other countries which we are comparing
Albania with. The only exemption is Information service sector,
where the only country with more enterprises which have internal
finance as a barrier to innovate is Slovakia with 58.3%. Lack of
credit or private equity follows the same path as lack of internal
finance, being more of a highly important barrier for innovation than
other countries.

Difficulties in obtaining government grants or subsidiesare a
high important barrier to innovate for more than 1 in 5 Albanian
enterprises, despite the sector which they are in. In sectors like
Telecommunications and Information service only Slovakia has a
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higher rate than Albania, while for computer programming and
consultancy activities Albania has the highest rate with about 31%
of enterprises seeing this as a big barrier.

Lack of collaboration partner is more present as a barrier to
innovate for Albanian enterprises than the other EU countries in this
comparison. Moreover, Albania is ranked last or as the country with
the highest rate on this barrier. It should be highlighted that the
percentage rate itself is not the highest compared with other barriers
but lack of collaboration partners is not seen as a problem for most
of the EU countries.

Having too much market competition is a high significant barrier
to innovate for about 1 in 3 enterprises in Albania. Compared with
other countries, this rate is the highest for all three sectors,
Telecommunication,  Information  service, and  Computer
programming, consultancy and related activities.

Not innovating because of the previous innovationsis not a
highly significant factor for Albania, the sector with the highest
percentage in this matter is still only 8.7%. Especially, for
Telecommunication sector Albania is ranked the third country with
the lowest percentage. Regarding Computer programming and
Information service sectors, Albania is ranked 8" and 9
respectively, with only 7.6% and 8.4% of enterprises considering
previous innovation as a highly significant reason to not innovate.
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