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Enterprise Investments, 
Innovation and Performance:
Evidence From Albania
Alba Demneri Kruja, Epoka University, Albania

ABSTRACT

Enterpriseinvestmentsandinnovationarethekeyrequirementsforacountry’sdevelopment.Albania
asadevelopingcountrywith27years’experienceofanopeneconomy,hasshownsignificantefforts
inimprovingitsmarketstructureandenterprisedevelopmentthroughtheinvestmentindifferent
economic sectors and sustaining innovation. This article aims to investigate the contribution of
investmentsandinnovationonentrepreneurialperformanceinAlbaniafortheperiod2000to2014.
Multipleregressionanalysisisappliedtotestthisrelationship.Secondarydatacollectedfromthe
AlbanianInstituteofStatistics(INSTAT)andGeneralDirectorateofTrademarks&Patents(GDTP)
reportsareusedasaninvestigationtoolinthestudy.Theresultsofthestudyshowthatthereexists
averystrongrelationshipbetweeninvestment,innovationandentrepreneurialperformanceforthis
periodinAlbania.
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INTRoDUCTIoN

Innovationiscentraltomoderntheoriesofgrowthanddevelopment(Verspagen,2005).Alongwith
thetraditionalfactorssuchascosts,technologicalproduct,andprocess,innovationshavebecomethe
keytocompetitivenessandbusinesssuccess(Szirmai,Naude,&Goedhuys,2011,p.8).Hausmann,
etal.(2014)vieweconomicdevelopmentasasociallearningprocesswhereentrepreneurs,investors
andpolicymakersplayafundamentalroleinthiseconomicexploration.Investmentsinhumancapital
andR&Dduetoknowledgespilloverswillhaveanimpactoninnovation,becauseas thereisan
increaseofhumancapitalintheeconomy,bythesametimethevalueofpublicknowledgederived
fromR&Dactivitieswillincreasetoo.Asinnovativenessinacountryisincreased,itscompetitiveness
intheglobalmarketalsoincreases.Theglobaleconomyhasshownfasttransformationsbasedon
rapiddevelopmentsoftechnologyandknowledge.

Thereexistmanywaystomeasureinnovativeperformanceoffirmslikepatentuses,trademarks,
R&Dinputs,publications,surveys,etc.Patentsareusedtoprotectinventionsortechnicalsolutions
thatarenewandapplicablebytheindustry.Patentsareissuedforinventionsinallfieldsoftechnology
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thatarenotpartofthepriorart,whichcontainaninventivestep,andwhichcanbeimplementedfor
applicationinindustry(GDTP,2007,p.10).Manyauthorshaveusedintheirresearchpatentdata
asameasureofinnovation(Comanor&Scherer(1969);Griliches(1990);Toivanen,Stoneman,&
Bosworth(2002)).Patentsarelegaltitlesthatgranttheirownersatemporarymonopolypowerover
theuseofaninvention(Belenzon&Patacconi,2013).Atthesametimethereexistthepossibilitythat
notallthegrantedpatentsmaybesuccessfulandontheotherhandnotalltheinventionshavebeen
patented.Althoughthereexistlimitationsinusingpatentdataasameasureofinnovationinacountry,
theystillaresignificantwhenappliedasameasureofinformationbyconfirmingthecontributionof
patentsonentrepreneurialperformance.

Albaniaupto1990swasaclosedeconomycountryunderthecommunistregime.Withthechange
inregime,fromcommunismtodemocracy,achangeintheeconomytoohappened,fromaclosed
economytoanopenmarketeconomy.Sincethattimemanychangeshavetakenplaceinitseconomy.
IndustrialpropertyinAlbaniacantraceitsbeginningstoasearlyastheyear1920(GDTP,2007,p.
5).ArchivalsourcesshowthatAlbania,astheothercountriesoftheregionprotectedinventionsince
thebeginningofthe20thcenturythroughdetailedrequirementsandproceduresprovidedbythelaw
ontrademarks.Thissystemwasappliedforashortperiod,until1944.Foraperiodofhalfacentury
thecommunistregimeruledAlbaniainaclosedeconomy.Withthedeclineofthisregime,thefirst
law“OnIndustrialProperty”wasapprovedin1994.

Schwab(2017),intheGlobalCompetitivenessReportfor2017-2018,stillclassifiesAlbaniaasan
efficiency-driveneconomy,whichneedstoinvestinbusinesssophisticationandinnovationtobecome
aninnovation-drivenone.Kruja(2013)emphasizesthatduringthefirsttwoopenmarketdecades,
“Albaniahasmaintainedamacroeconomicstabilitywithasteadygrowth,butalowcompetitiveness”.
Mostpolicymakersandacademicsagree thatentrepreneurship iscritical to thedevelopmentand
well-beingofsociety(Kelley,Bosma,&Amoros,2011,p.12).Increasingthenumberofenterprises
andentrepreneurswillnothaveanimpactontheeconomy;iftherewillnotbeconsideredquality
measuressuchasgrowth,innovationandinternationalization(Kruja,2013).Theresearchconducted
byO’Brienetal.(2017),“showsthatthebindingconstrainttostrongergrowthinAlbaniaisalack
ofproductiveknowhow”.Theimportanceofnewtechnologiesandinnovationsforcompetitiveness
andgrowthisatruismamongmanagers,policymakers,andresearchers(Koellinger,2008).

Thisstudyaimstoanalyzethecontributionofinvestmentsandinnovationontheperformance
ofenterprisesinAlbania.Itisimportanttoproducestatisticsanddeveloppolicyrelevantindicators
on entrepreneurship because entrepreneurs are crucial sources of innovation, economic growth
and employment creation in modern economies (Eurostat-OECD, 2007). The link between the
microeconomicoriginofgrowthandthemacro-economicoutcomeisstilltoorudimentarymodeled
tograsp the fullwidthof these complexand intersecting forces (Braunerhjelm,2010).Multiple
regressionanalysis is applied to test this relationship.Dataused tomeasure investments are the
yearlyenterpriseinvestments(EI);tomeasureinnovationisthenumberofgrantedpatentsperyear
(GP);andenterpriseturnover(ET)tomeasuretheentrepreneurialperformance.Theperiodtaken
intoconsiderationis2000-2014,sincedatabefore2000relatedtothenumberofgrantedpatentsper
yeararenotavailable.

An overview of the Albanian Economy
Albania has experienced a major transformation over the last quarter century, emerging
fromaparticularlyisolatedformofcommunismintheearly1990stofacethesubstantial
challenges of forming a responsive, democratic system of government and developing a
moderneconomy(O’Brienetal.,2017).

Albanianeconomyhasa29years’experienceofprivateproperty,openmarketandfreetrade.A
structuraloverviewoftheeconomicenterprisesas2014isprovidedinTable1.Year2014resultedin
85,206economicenterprises,86%ofwhichwereserviceprovidersandonly14%goodsproducers.
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