
ALBANIA
Table 1 2022
Population, million 2.8

GDP, current US$ billion 20.0

GDP per capita, current US$ 7069.2

International poverty rate ($2.15)a 3.9

Lower middle-income poverty rate ($3.65)a 11.3

Upper middle-income poverty rate ($6.85)a 34.2

Gini indexa 36.0

School enrollment, primary (% gross)b 95.9

Life expectancy at birth, yearsb 77.0

Total GHG emissions (mtCO2e) 7.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2018), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth in 2022 is estimated at 3.5

percent, as private consumption, exports,

and investment expanded, despite in-

creasing energy and food prices. Growth

is expected to remain subdued for 2023.

Poverty is expected to continue its

downward trend. Medium-term

prospects hinge on global recovery, struc-

tural reforms, and fiscal consolidation.

Key conditions and
challenges

The Albanian economy has shown con-
siderable resilience in the face of con-
secutive shocks since 2019-2020. During
2021-2022, the economy experienced a
strong rebound, with GDP fully recover-
ing to pre-pandemic levels. Real GDP ex-
panded by 8.5 percent in 2021, surpassing
its level in 2019 by 4.7 percent and ful-
ly closing the output gap. Poverty levels
continued their downward trend in 2022.
Key drivers of Albania’s resilience have
been the proximity to the European
Union (EU), as well as strong remittances
and exports. The availability of hy-
dropower, which meets 85 percent of do-
mestic energy demand in a year with
average precipitation, has contributed to
contain the country’s greenhouse gas
emissions and has provided some insula-
tion from the ongoing energy crisis; more
diversification through other renewable
energy (RE) sources, and the develop-
ment of the RE market, is needed to
strengthen energy security at affordable
prices. Key challenges are a declining
population, also due to large migration;
the poor quality of the labor force and of
the jobs created; the moderate pace of re-
forms; and rising fiscal pressures, due al-
so to rising debt and contingent liabilities.
The government has to carefully balance
the need to mitigate the impact of multi-
ple shocks on the households against the
necessity of gradual fiscal consolidation.

A sound Medium-Term Revenue Strate-
gy (MTRS) could make a more ambitious,
revenue-based consolidation possible.
Unlocking further growth is conditional
on the swift implementation of the Gov-
ernment’s program, anchored on the EU
accession aspiration and built on reforms
tackling productivity, including improv-
ing the business environment, streamlin-
ing government interactions with the pri-
vate sector, and expanding Albania’s in-
tegration into foreign markets.

Recent developments

Albania’s economy is estimated to grow
at 3.5 percent in 2022. Despite increasing
energy and food prices, in line with the
2021 trend, household consumption and
exports rose by 8.4 and 11.3 percent re-
spectively for the first three quarters. Af-
ter driving growth in 2021, gross fixed
capital formation slowed in 2022, as gov-
ernment capital expenditures declined.
On the supply side, trade and construc-
tion led growth. Lower energy produc-
tion from hydropower subtracted from
growth, given an exceptionally dry year.
Annual employment growth accelerated
to an average of 3.9 percent in the first
three quarters of 2022. Job creation was
broad-based, while the number of vacan-
cies increased, putting upward pressure
on wages. Unemployment fell to a record
low of 10.6 percent in Q3 2022, while la-
bor force participation increased.
Given the strong growth in GDP per
capita in 2022, poverty is estimated to
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0

2

4

6

8

10

Jan'19 Jul'19 Jan'20 Jul'20 Jan'21 Jul'21 Jan'22 Jul'22

Headline Inflation Core Inflation

Percent

Sources: INSTAT and World Bank.

FIGURE 2 Albania / Actual and projected poverty rates and
real GDP per capita
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have declined from 27.5 percent in 2021
to 25.2 percent in 2022.
The annual inflation rate rose to 8.3 per-
cent in October 2022, the highest since
March 2020, driven by food and transport
prices, adversely impacting the poorest cit-
izens. The central bank raised its policy
rate to 2.75 percent in November.
Credit growth supported the recovery in
2022. While capital adequacy is above reg-
ulatory requirements, the banking system
remains susceptible to credit, exchange,
and interest rate risks.
In 2022, the fiscal position improved on
account of stronger-than-expected rev-
enue collection and spending restraint. To
provide temporary and targeted support
to the most vulnerable, the Government
revised the budget four times in 2022,
bringing overall support to 0.6 percent of
GDP. Additional subsidies were provided
to the electricity state-owned enterprises
(SOEs) amounting to 1 percent of GDP.
In 2022, strong exports' growth helped mit-
igate the impact of rising imports. Yet, the
current account deficit remains elevated.

Outlook

Growth is expected to remain subdued
in 2023, in the context of tighter global
financial conditions, expected economic
slowdown in Europe, and the withdraw-
al of policy support for the post-earth-
quake reconstruction. Real exports, con-
sumption, and investment are expected
to grow at rates below those in the pre-
pandemic period.
The inflation rate is projected to start
converging toward the 3 percent target
by 2025. The central bank is expected to
further increase the policy rate by an ad-
ditional 2–2.5 percentage points in 2023.
The primary balance is projected to reach
0.7 percent of GDP only after 2023, in ob-
servance of the fiscal rule. Fiscal consoli-
dation will largely come from the spend-
ing side. On the revenue side, the Govern-
ment plans to introduce a number of tax
policy measures, envisioned in the MTRS.
The revenue gains of these measures in the

short term are expected to be netted off
by slower growth and partially by the in-
crease in the minimum taxable wage intro-
duced at the end of 2022.
Public debt is expected to decline slightly
to 67.9 percent of GDP in 2023, and more
significantly over the medium term, as
a result of higher nominal growth and
a gradual reduction of the fiscal deficit.
Given Albania’s growing reliance on ex-
ternal financing, the exchange rate, in-
terest rate, and refinancing related risks
remain elevated.
Further increases in food and energy
prices are a key risk to growth, as they
could affect real disposable income, slow
poverty reduction, and constrain fiscal
space. As a small, open economy, Albania
is highly exposed to external shocks, such
as recession in Europe or further tight-
ening of financing conditions in interna-
tional capital markets beyond the current
year. Domestic risks emanate from natural
disasters, public-private partnerships, and
SOEs, in addition to fiscal risks stemming
from the energy sector.

TABLE 2 Albania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.5 8.5 3.5 2.2 3.4 3.4

Private Consumption -3.5 4.2 2.5 2.6 2.5 2.7
Government Consumption 1.5 7.8 0.7 -0.3 1.6 1.3
Gross Fixed Capital Investment -0.9 19.8 1.8 0.5 3.1 3.3
Exports, Goods and Services -27.9 46.0 8.3 5.1 6.3 6.2
Imports, Goods and Services -19.8 31.7 3.5 3.4 3.3 3.7

Real GDP growth, at constant factor prices -2.9 8.6 3.5 2.2 3.4 3.4
Agriculture 0.3 1.5 1.4 1.3 1.5 1.5
Industry -3.5 10.8 2.6 1.3 3.7 3.5
Services -3.8 10.3 4.6 2.9 4.0 3.9

Inflation (Consumer Price Index) 2.2 2.6 6.7 4.0 3.5 3.0

Current Account Balance (% of GDP) -8.5 -7.7 -7.7 -7.8 -7.7 -7.6
Net Foreign Direct Investment Inflow (% of GDP) 6.7 6.4 6.5 6.5 6.5 6.6

Fiscal Balance (% of GDP) -6.7 -4.5 -3.3 -2.7 -2.4 -2.4
Revenues (% of GDP) 25.9 27.0 27.9 28.6 28.3 28.3
Debt (% of GDP) 75.9 74.0 68.5 67.8 66.6 65.5
Primary Balance (% of GDP) -4.6 -2.6 -1.3 0.0 0.7 0.7

International poverty rate ($2.15 in 2017 PPP)a,b 3.9 2.5 2.1 1.9 1.6 1.4

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 11.4 7.5 6.4 5.9 5.1 4.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 34.4 27.5 25.2 23.9 22.0 20.4

GHG emissions growth (mtCO2e) -8.7 -1.7 -4.0 -4.4 -3.7 -10.2
Energy related GHG emissions (% of total) 44.5 44.6 43.0 40.7 38.7 31.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2017-SILC-C and 2019-SILC-C. Actual data: 2018. Nowcast: 2019-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2016-2018) with pass-through = 1 based on GDP per capita in constant LCU.
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