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CORPORATE GOVERNANCE PRACTICES IN ALBANIA: 

RECENT TRENDS FOLLOWING THE 2008 WORLD CRISIS 

 

ABSTRACT 

 

orporate governance (CG) has been dominating political and business 

agendas in recent history as the new strategic imperative to overcome the 

global financial crisis. In this sense, and regardless of the developmental 

stage of a country’s economy, even for developing economies such as 

Albania, it is important to choose CG practices that fit well with the respective 

legislation, culture and trade market level of the country. Based on an application of the 

Delphi technique, this dissertation strives to analyze the evolutionary patterns of CG in 

Albania; identify the major differences between CG practices in Albania before and after 

the 2008 crisis; and provide development prospects based upon the perceptions of a panel 

of Joint Stock Companies’ (JSCs) Chief Executive Officers (CEOs). Our results 

demonstrate that CG practices used by Albanian JSCs have evolved. Furthermore, 

the study highlights the existence of a hybrid model of CG for Albanian non-listed JSCs. 

The institutional conditions necessary for the successful application of “good” CG 

practices are lacking and, for this reason, the corporate structure of ownership is 

concentrated. This raises serious concerns in relation to the protection of the minority 

shareholder and the appointment of a “real” independent board of directors. In this 

sense, we believe that the best model of CG in Albania is one that can effectively address 

the critical CG issues of the country. The period of the crisis coincides with a period of 

inherent changes and transformations in the Albanian economy. For these reasons, the 

changes to CG practices are primarily related to the legal framework than to the real 

effects of the crisis. Therefore, despite the attempts made by the government and 

companies to implement good standards of CG, there is still room for improvement. 

 

Keywords: corporate governance, Delphi technique, 2008 economic crisis, prospect 

developments, Albanian JSCs. 

C 



vi 
 

GENERAL INDEX 

 

List of Acronyms …………………………………………………...……………....….... 1 

Introduction …………………………………………………...…………………..…...... 2 

A. Initial Backround ……………………...………………………...………….…. 2 

B. Research Objectives ….………….………………………………………….…. 4 

C. Research Methodology ….……….……………….………………….…….…... 5 

D. Structure ………………………………………………………………...…...… 6 

E. Expected Results …………………………………….......……………...…...…  12 

  

CHAPTER I – LITERATURE REVIEW ON DEVELOPMENTS IN CORPORATE 

GOVERNANCE …………..…………………………………………………………..... 
14 

  

1 – Corporate Governance: Origins and Evolution ……………………………...…...... 15 

1.1. Concept of Corporate Governance …………………………………..……..... 15 

1.2. Corporate Governance: Important to Whom? ………………………..….…... 19 

1.3. The Prominent Role of Corporate Governance ………………………..…..… 23 

1.4. A Brief Overview of International Corporate Governance …...………..…..... 24 

1.5. Economic Crises and Corporate Governance ……………………………....... 26 

Synopsis ……………... …………………………...………………………..….…… 29 

  

 2 – The Stakeholders ………………….…………………………………..…..…..…..... 30 

2.1. General Concerns …….……………………………………………...……….. 30 

2.2. Shareholders ………………………………………………………….....……. 32 

2.3. Directors and Managers …………….…………………………..………..…... 38 

2.4. Employees ………………………………………………………..………...… 41 

2.5. Consumers, Suppliers, Creditors, Competitors and Community …..…...…..... 42 

Synopsis …………………………………………...…………………………...…… 46 

  

  



vii 
 

3 – Corporate Law and Regulation ……………….……………………………......…… 47 

3.1. Systems of Corporate Law and Regulation ……………………………....….. 47 

3.2. Codes of Best Practice …………………………………………………..….... 50 

3.3. Supra-national Corporate Codes …………………………………………....... 53 

3.4. Corporate Governance Codes in Central and Eastern Europe ……………...... 54 

Synopsis ……………….………………………...………………...……..…..…… 56 

  

 4 – Ethics and Social Responsibility …………………….…………..……………..…... 57 

4.1. Theoretical Aspects and Frameworks ……………………..……………..…... 57 

4.2. Trends Fostering the Development of Corporate Social Responsibility …...... 61 

4.3. Social Expectations and Values ………………………………………..…..… 62 

4.4. Socially Responsible Investment ………………………………………..….... 63 

Synopsis ……………….………………………...………………………….…..… 66 

  

5 – Corporate Governance: Does It Really Matter Nowadays? ……..……………..….... 67 

5.1. Corporate Governance and Shareholders’ Rights ……………………...…..... 67 

5.2. Corporate Governance and Firm Performance ………………………..…..…. 68 

5.3. Agency Costs and Corporate Governance ……………………………..…..… 71 

5.4. Corporate Governance Solutions ………………………………………..….... 73 

Synopsis ………………….……………………...……………………….……..… 76 

  

6 – Corporate Governance in Albania ............................................................................... 77 

6.1. A Brief Overview of the Albanian Economic Situation ………..………..…... 77 

6.2. Impacts and Insights of the 2008 World Crisis on Albanian Firms …......….... 83 

6.3. Benefits, Implications and Criticism of Corporate Governance in Albania .....  85 

6.4. Avenues for Future Research ……………………………….……………....... 92 

Synopsis ……………...……….…………………...…………...…………..……..… 95 

  

  

  



viii 
 

CHAPTER II – CORPORATE GOVERNANCE IN ALBANIA FOLLOWING THE 

2008 WORLD CRISIS: AN EMPIRICAL ANALYSIS ….……...……………..…….... 
96 

  

7 – Methodological Background ……………………................…………………..….... 97 

7.1. Objectives and Hypothesis …………………………...………………..…...… 97 

7.2. Methodological Procedures: The Delphi Technique …………..………..….... 98 

7.3. Questionnaire Survey ……………………………………………………........ 104 

7.4. Panel Composition …...…………………..………………………………....... 106 

Synopsis ……..………………………...……………...…………………..……..… 109 

  

8 – Results of the Empirical Analysis ……………………..………..………………....... 110 

8.1. Panel Characterization ……………...……………...……..……………..…… 110 

8.2. Findings and Discussion …………..………………………..……………....... 117 

8.3. Limitations of the Application …………………...…………..……………..... 180 

8.4. Final Remarks …...........................………………...………………………..... 181 

Synopsis …………..……………………..………...…………….………..…..…… 190 

  

Conclusion ………………………………………………………...…………………..… 191 

A. Contribution to Science and Study Limitations .................................................. 191 

B. Summary of the Major Results Achieved …………………………..…………. 192 

C. Managerial Implications ……………………………………………...………... 195 

D. Avenues for Future Research …………………………………………..……… 198 

  

References ...………………………………………………………………………..…… 200 

Attachments & Appendices …………………….………...….…………...…………....... 218 



ix 
 

INDICES OF FIGURES AND TABLES 

 

FIGURES  

  

Figure 1: CG “Environment”..........….………..…….……….........................…...… 17 

Figure 2: CG, Firm Value and Economic Agents Involved.….….....……...….….… 19 

Figure 3: CG and Company’s Value Added..........................….….……...…….…... 20 

Figure 4: Sustainable Competitive Advantage and Different Stakeholders........…… 31 

Figure 5: Major Groups of Stakeholders............….………………………………… 37 

Figure 6: Importance of the Board of Directors in Corporate Governance...……….. 39 

Figure 7: Corporate Benefits of CSR …................................……….………….…... 59 

Figure 8: Structure of the Delphi Method ....….………….………………….……... 101 

Figure 9: Number of Panel Respondents per Round ……….………………….…… 110 

  

TABLES  

  

Table 1: External Stakeholders and Respective Concerns..........…..…….…….…… 43 

Table 2: Albanian Macroeconomic Indicators …....................................................... 79 

Table 3: GDP Composition by Sector …........................................….……………... 80 

Table 4: Active Non-agricultural Enterprise Concentration by County ...........….…. 82 

Table 5: FDI Inflows: World, SEE and Albania (2005-2011) (Millions of Euros) ... 82 

Table 6: Evolution of Deposits and Loans in Albania …….…..….…….…..…....… 84 

Table 7: Characterization of the Respondents [Second Round] ….…….……....…... 112 

Table 8: JSCs by Origin of Creation [n=37] ................................................…......… 113 

Table 9: JSCs by Field of Activity [n=37] ..….…….…….…….…….……..…....… 113 

Table 10: JSCs by Number of Employees [n=37] .........................….…….…...….... 114 

Table 11: JSCs by Year of Creation [n=37] ...............................….......…….….…... 114 

Table 12: Ownership Degree of Concentration (Structure) [n=37] ......….……........ 115 

Table 13: Number of Shareholders per Shares Owned [n=37] ….…..….....….……. 115 

Table 14: Ownership Structure [n=37] .......................................….……...…….…... 116 



x 
 

Table 15: Decision Criterion for the Level of Consensus ...........….……......….…... 117 

Table 16: CG Level of Knowledge and Benefits [n=37] ..............…..…….…...…... 118 

Table 17: Benefits of CG Mechanisms [n=37] ..............................….…..….….…... 119 

Table 18: CG Mechanisms Affecting Firm Performance [n=37] ..….….....….... .….  120 

Table 19: Code of Conduct [n=37] .............................................…….……...….…... 122 

Table 20: CEO Relation with the Company Founder or the Largest Shareholder 

[n=37] ..................................................................….…..….……...….…... 123 

Table 21: Departmental Regulation [n=37] …............................ .….….....….……...  123 

Table 22: The Audit Role [n=37] .................................................….…….…….…... 124 

Table 23: Use of Accounting Standards [n=37] ..........................….…….…….…… 124 

Table 24: Level of Recognition of Shareholders’ Rights [n=37] ....….….....….…… 126 

Table 25: Level of Implementation of Shareholders’ Rights [n=37] ....….…….…... 126 

Table 26: Shareholders’ Priority in the Company’s Share Trading [n=37] ............... 127 

Table 27: Shareholders’ Rights to Participate in General Meetings and 

Extraordinary Meetings, and the Reasons for Extraordinary Meetings 

[n=37] ............….….................................................................................... 128 

Table 28: Shareholders’ Rights Regarding Information Access [n=37] ...…….. .….  130 

Table 29: Shareholders’ Rights for Dividends and the Right to Ask About or be 

Informed of Special Topics [n=37] ............................................................ 131 

Table 30: True Goal of the Company [n=37] ................................….…….………... 132 

Table 31: Welfare of Various Stakeholders [n=37] .......................….….....….....….  133 

Table 32: Level of Recognition of Other Stakeholders of the Company [n=37] ....... 134 

Table 33: Publications Considered Important from a Strategic Perspective [n=37] .. 135 

Table 34: Availability of Web Sites [n=37] ............................….….....….……. .….  137 

Table 35: The Reasons for Not Exposing the Information [n=37] .….…….…...…... 138 

Table 36: Disclosure of Information on Particular Events [n=37] ….…….…….….. 138 

Table 37: Knowledge and Implementation of International Principles and Financial 

Standards [n=37] .........................................................….…….…….…. 139 

Table 38: Dimension and Structure of the Supervisory/Administrative Board 

[n=37] .........................................................................................................  140 



xi 
 

Table 39: Composition of the Supervisory/Administrative Board [n=37] ….……. 142 

Table 40: Criteria Used in the Election of the Board’s Members [n=37] ….…….… 144 

Table 41: Frequency and Notification Time of the Board Meeting [n=37] .….…….  145 

Table 42: Board’s Level of Understanding of Some Important Business Issues 

[n=37] ……………………………………………………………………. 
146 

Table 43: Board’s Relationship with the Executive Director [n=37] …….…….…... 147 

Table 44: Criteria Used for the Election of the Executive Director and Key 

Managers [n=37] ...................................................….….....….……. ...….  149 

Table 45: Existence of Share Packages as an Executive Director Reward [n=37] .... 150 

Table 46: Level of Business Understanding of the Board [n=37] ........…….….…... 150 

Table 47: Existence of Boards’ Training Sessions [n=37] ............….….....….…….  151 

Table 48: Capacity of Regulatory Institutions to Implement Legislation [n=37] ...... 152 

Table 49: Evaluation of Court Proceedings in which the Company was Involved 

[n=37] ….....................................................................…….…….….…..... 153 

Table 50: Existence of Judicial Conflicts [n=37] .…....................….....….……. .….  154 

Table 51: Evaluation of the Audit Role [n=37] ….................................…….….…... 155 

Table 52: Evaluation of Bankruptcy Legislation [n=37] ..............…….…….….…... 156 

Table 53: Evaluation of the CG Practices Used After the Financial Crisis [n=37] .... 156 

Table 54: Major Changes to CG Mechanisms [n=37] ............….….....….……...….  158 

Table 55: The Board Performance Facing the Crisis [n=37] …............…….….…... 159 

Table 56: Board Evaluation of the Company Activity and/or of the Performance of 

the Leading Managers [n=37] ……...........................…….…….….…...... 160 

Table 57: Boards’ Responsibilities Regarding the Shareholders [n=37] ...……. .….  160 

Table 58: Possible Changes to the Boards’ Structure and Functions [n=37] ....…..... 161 

Table 59: Boards’ Real Changes to the Structure and Functions [n=37] ..….….…... 161 

Table 60: Possible Change of the Company’s CEO as a Result of the Global Crisis 

[n=37] .........................................................................….....….……...…...  162 

Table 61: Reasons for the CEOs’ Change [n=37] …....................…….…….….…... 163 

Table 62: Availability of Risk Committees and Legal Complaints from 

Shareholders During the Past 5 Years [n=37] ......….….....….……...…...  164 



xii 
 

Table 63: Special Audit Due to the Impacts Caused by the Recent Crisis [n=37] ..... 164 

Table 64: Changes and the Reasons to the Company’s External Auditor [n=37] ...... 165 

Table 65: Influence on the Company’s CSR Budget [n=37] ................….……...….  166 

Table 66: Share Trading Since 2009 [n=37] …............................…….…….….…... 166 

Table 67: Possible Changes to the Ownership Structure Since 2009 [n=37] ….…... 167 

Table 68: CG Rating in the Company’s List of Priorities [n=37] .….…......….…….  168 

Table 69: CG Long-Term Goals [n=37] ….......….……………………………...…..  169 

Table 70: Barriers Faced by the Company for Governance Improvements [n=37] ... 170 

Table 71: Priority Steps That Can be Taken to Improve Governance [n=37] ……... 171 

Table 72: Measures Ensuring More Corporate Transparency for Shareholders 

[n=37] ………………………………………………………………….....  
172 

Table 73: Need for Training and Consultancy for Improving Governance [n=37] ... 173 

Table 74: Necessity to Plan Funds Allocation for Training and Consultancy [n=37]  173 

Table 75: Most Effective Tasks for Better CG Practices in Albania [n=37] ..……... 174 

Table 76: Tasks in Which the Board Should Spend More Time [n=37] .....…….…. 175 

Table 77: Tasks for the Purpose of Enhancing the Effectiveness of the Board 

[n=37] ……………………………………………………………………. 
176 

Table 78: Important Tasks for Better Performance from Outside Directors [n=37] .. 177 

Table 79: Important Actors in Improving CG in Albania [n=37] ….…….…….…... 178 

Table 80: Timing for the Albanian JSCs to be Listed on the Stock Exchange 

[n=37] ………………………………………………………………….....  
178 

Table 81: Obstacles to the Listing Process [n=37] ……….……....................….…... 179 

 
 
 
 
 
 
 
 



- 1 - 
 

LIST OF ACRONYMS 
 

CEE – Central Eastern Europe 

CEO – Chief Executive Officer 

CG – Corporate Governance 

CIA – Central Intelligence Agency 

CIPE – Centre for International Enterprise 

CSR – Corporate Social Responsibilities 

DPT – General Directorat of Taxation 

EBRD – European Bank for Reconstruction and Development 

ESOP – Employee Stock ownership Plan 

EU – European Union 

FDI – Foreign Direct Investment 

IFC – International Finance Corporation 

IMF – International Monetary Fund 

INSTAT – The Institute of Statistics 

JSC – Joint Stock Companies 

MNC – Multinational Corporations 

NGO – Non-Governmental Organizations 

OECD – Organization for Economic Cooperation and Development 

SEE – Southeastern Europe 

SME – Small and Medium Enterprises 

SPSS – Statistical Package for the Social Science  

SRI  – Socially Responsible Investment 

TSE – Tirana Stock Exchange 

UN – United Nations 

U.S. – United States (of America) 

WBCSD – World Business Council for Sustainable Development 



- 2 - 
 

INTRODUCTION 

 

A. Initial Background 

 

“good” corporate governance (CG) framework should protect shareholders’ 

rights and ensure their equitable treatment, including minorities and foreign 

shareholders. It should also recognize rights established by law and 

encourage active cooperation between corporations and stakeholders in 

creating wealth-generating economic conditions, jobs and sustainability of financially 

sound enterprises. In addition, a “good” CG framework should ensure that timely and 

accurate disclosure is made with respect to all aspects of the corporation, including its 

financial situation, performance, ownership and governance. It should also ensure the 

strategic guidance of companies, the effective monitoring of management by the board, 

and the board’s accountability to the company and respective shareholders. The 

implementation of good CG has been argued to generate numerous positive consequences 

for the company and society as a whole. Good governance has been shown to contribute to: 

i) improved performance and operational efficiency; ii) better access to capital markets 

(as investors are typically more willing to invest in firms with effective governance); iii) 

lower costs of capital; iv) increased asset values; and v) positive image and reputation 

among both internal and external stakeholders. Empirical evidence shows that CG even 

matters in achieving sustainable economic growth. Good CG in large companies can 

further serve as an example and a standard for small- and medium-sized enterprises 

(SMEs), thus leading to a more favorable business environment overall. It has a long-

term influence on the development of financial markets and economic risk and tends to 

lower the degree of corruption and mismanagement in business and political circles, 

thus influencing sustainable economic growth. In this sense, instituting CG practices is 

not only a means of survival in today’s economy; it is a strategy to prosper. The 

efficiency with which capital is invested in order to produce goods and services is crucial 

for the well-being of an economy. Generally, effective CG promotes a more efficient use 

of resources within the firm and in the economy, and in so doing assists firms (and 

economies) in attracting low-cost investment capital by increasing domestic and 

A 
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international investor confidence. CG practices can thus play a crucial role in companies’ 

development and possible internationalization.  

 In fact, globalization and lack of resources force companies to look for 

opportunities in countries other than their own in order to create value for their 

shareholders and reduce risk by creating a diversified portfolio. Furthermore, the mixed 

empirical findings on the effect of single-control mechanisms on firm performance and 

firm value notwithstanding, corporate finance researchers acknowledge that better-

governed firms affect portfolio decisions and attract greater foreign ownership. As such, 

it seems plausible to assume that CG will be important not only in developed markets, but 

potentially even more so in developing and developing countries such as Albania. 

Furthermore, it has been widely recognized that CG practices have no standard mode; 

there is not a “one size fit all”, and therefore they cannot be applied in the same manner 

to all situations and jurisdictions. It is also recognized in the literature that “weak” CG 

practices may lead to waste, mismanagement and corruption. Only “good” governance 

can deliver sustainable business performance. Following this, developing economies such 

as Albania look at developed countries for inspiration not only in choosing CG practices 

that might better fit with their legislative regulation, reforms, history and culture, but also 

in helping them to improve the efficiency of their own economies in periods of economic 

crisis.  

 The 2008 economic crisis raised important questions about the importance of 

good corporate standards. The challenge of “good” CG in developing economies is to 

generate an environment in which shareholders and managers are encouraged to target 

long-term performance. In fact, standards of transparency, integrity and disclosure in a 

country can have a long-term influence on the development of the market’s financial and 

economic risks, as well as the extent to which corruption and mismanagement occur. As 

such, it seems evident that “good” CG practices may strengthen companies’ financial 

performance, even in scenarios of economic difficulties. From this premise, the challenge 

of CG in Albania is to generate a favorable business environment in which companies 

can devise effective governance frameworks that will boost their sustainable growth, and 

shareholders and managers are encouraged to target long-term performance and to 

influence the decision-making portfolio of foreign investors. Therefore, there is an urgent 
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need for Albanian companies to assess good CG standards and promote CG reforms in 

order to improve future performance and attract foreign direct investment. Nevertheless, 

despite these general benefits and the potential implications of implementing CG 

mechanisms, there has been very little research on CG in Albania, and, as such, there is a 

lack of knowledge and appreciation for the role that CG can play in firm performance, 

and the implementation of best practices of CG still represents a challenge for Albanian 

companies.  

 Despite the efforts made in Albania in this regard, with significant changes to the 

legal infrastructure, in-depth investigations of CG practices at the firm level are largely 

lacking (i.e. firm-level surveys may be particularly helpful for understanding actual CG 

practices and their future development prospects, as opposed to laws or regulations that may 

or may not be followed in practice). Following this, this study aims to address the gap in 

knowledge related to corporate practices in Albania, providing a comparison between 

those practices before and after the 2008 global financial crisis, and to understand the 

evolutionary patterns of CG practices in Albania based on the perceptions of a panel of 

Albanian Joint Stock Company (JSC) Chief Executive Officers (CEOs). 

 

 

B. Research Question and Objectives 

 

Based on the research background presented above, our research aims to address the gap 

in knowledge related to corporate practices in Albania, providing a comparison between 

those practices before and after the 2008 world financial crisis. Therefore, our research 

question can be presented as follows: “Have Albanian companies changed their 

corporate governance practices following the 2008 world crisis?” This means that a 

comparison of CG practices in Albania before and after the 2008 economic global crisis 

is the major research objective of this study. Based on the literature review and on an 

application of the Delphi technique, we aim to formulate a conclusion/answer to this 

question. To achieve this major objective, we have followed a hierarchy of 

complementary objectives such as: (1) review of the literature and creation of the 

theoretical basis for our study; (2) creation of a Delphi panel composed of Albanian 
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CEOs who provided us with answers to our research questions; (3) development of a 

Delphi questionnaire/survey to identify the major differences between CG practices in 

Albania before and after the 2008 crisis, evaluate the current level of knowledge, 

application and quality of CG practices used by Albanian JSCs, and determine future 

developments based on the CEOs panel perceptions; (4) application of the survey to the 

panel of experts until consensus was obtained; (5) provision to those CEOs of the results 

of our survey; and (6) publication of the results and conclusions of our research.  

 

 

C. Research Methodology 

 

Methodologically, considering that the Delphi technique is mainly used when: (1) there is 

incomplete knowledge about a problem or phenomenon; (2) the goal is to improve our 

comprehension of problems, possibilities and solutions or to predict future trends; and (3) 

there is no historical data or relevant information available (i.e. quantitative data is 

lacking), as is the case with CG practices in Albania, we considered the Delphi technique 

an appropriate method for this study in the Albanian context. Our study is based on a 

questionnaire survey that looks at CG practices at the firm level and at CEOs’ opinions on 

various aspects of CG through the application of the Delphi technique, since experts’ 

opinions are often imperative to a better understanding of the actual workings of certain CG 

mechanisms.  

 In order to achieve these objectives, a critical first step in this study was the 

design and development of the questionnaire. The first part of the questionnaire gives 

particular attention to the current level of knowledge, application and quality of CG practices at 

the firm level rather than to the laws and regulations guiding such practices. The second 

part was developed to identify eventual changes to the CG practices used by Albanian 

companies as a result of the 2008 financial crisis, thus identifying the major factors that 

influence these possible changes. The third part was created to provide future trends of 

CG practices in Albania based on the perceptions of the CEO panel. The fourth part 

provided us with an overview of the sample characterization, which includes the 

respondents’ characteristics in terms of age, gender and qualifications, and data regarding 
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company ownership concentration, size and field of activity. 

 Taking into consideration the purpose of this study and the Albanian context (i.e. 

low number of CG experts), it was decided to include in the initial Delphi panel 80 JSC 

CEOs from Tirana, Durrës, Fier, Vlorë (where the greatest number of Albanian JSCs is 

concentrated), and also in Shkodra, Tropoja, Elbasan, Gjirokastër, Lushnje and Saranda, 

representing different types of JSCs (i.e. banking, insurance and other financial services). 

Additionally, some of these represent private JSCs, while others represent state-owned 

JSCs (established as such from the beginning or generated from special laws). The 80 

CEOs who were identified in the sample selection were provided with a set of materials 

that consisted of a presentation letter (see Appendix 2) and the questionnaire (see 

Appendices 3 and 4). After the first round, the number of panel members was reduced to 

53. Experts’ responses were treated using the Statistical Package for the Social Sciences 

(SPSS). Additionally, means, medians and standard deviations were computed for each 

Likert scale question. Panel members’ responses to Round I, after statistical treatment, 

were used to construct the Round II instrument. Panel respondents were asked to 

reconsider their previous answers and revise them if they desired. Only 37 panel 

members responded to the survey. Therefore, responses from the 37 members in the final 

round provide the basis for our analysis. This panel size is highly above the minimum 

number recommended in the literature. The entire empirical investigation period lasted 

two years (2012-2013). 

 

 

D. Structure 

 

Beyond the present introduction, conclusion, bibliography, appendices and attachments, 

the present document is formally divided into two Chapters: 

 Chapter I presents the theoretical and methodological background and includes 

Topics 1 to 6. Topic 1 is focused on a better understanding of the theoretical basis 

of CG principles and developments. A general overview of recent trends in CG 

development and its importance to internal and external stakeholders is presented 

in the first part of this chapter. This is followed by a brief explanation of the 
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primary existing differences in CG in various countries, so that we can determine 

which model is being used by the Albanian JSCs. Furthermore, the recent 

financial crisis has heated up the discussion about the proper governance of 

companies. Following this, most of the theoretical and empirical evidence 

highlighted in this chapter indicates that the standards of transparency, integrity 

and disclosure have a long-term influence on economic development and the 

degree of corruption and mismanagement, among other factors. Therefore, “good” 

CG practices may strengthen companies’ financial performance, even in scenarios 

of economic difficulties. A deeper discussion on the role of all stakeholders and 

respective features is important in better understanding the mechanisms of 

competitive advantage and the relationship between stakeholders and CG 

practices. As such, Topic 2 aims to discuss how stakeholders affect or may be 

affected by firm activity and provides an overview of the most important features 

of each stakeholder. In fact, as highlighted in this second chapter, companies that 

possess CG features such as “taking care” of all stakeholders’ needs and interests 

(including not only shareholders but also the board of directors, managers, 

employees, suppliers, creditors, customers, and the local and international 

community) are more likely to outperform their competitors. Following this, 

managers have the obligation to align the behavior of all firm participants with the 

best interests of the owners. Furthermore, as discussed within the chapter, other 

stakeholder groups with different concerns in the firm seem to become more 

prominent nowadays, and CG mechanisms now have the obligation to protect and 

balance the interests of all stakeholder groups with the best interests of the firm 

and society. Based on the above reasoning, Topic 3 continues by highlighting the 

importance of the legal environment as a crucial CG mechanism in imposing 

different constraints on firm participants and reducing opportunistic behaviors. 

The quality of legal rules determines the shape of the ownership concentration 

and structure of the firm and, in many cases, assumes a monitoring role. As 

discussed within the chapter, law and regulation can also be used to stabilize the 

market and increase investors’ confidence by providing the highest level of 

disclosure. As emphasized by the literature, some of the most critical features in 
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terms of law and regulation, which are important pillars of “good” CG practices, 

include: independent boards, duality of the chairman and CEO, board meetings, 

board size, structure and performance of multiple board members, institutional 

shareholders, director’s compensation, and CEO’s stock and options holdings as 

compensation. Nevertheless, the collapse of important companies in the past and 

in the recent economic crisis has shown that these guidelines are not enough. This 

chapter also analyzes the characteristics of CG in the Central Eastern Europe 

(CEE) region. The biggest challenge to the CEE region was, and still is, the 

implementation of various rules and requirements pertaining to CG as prescribed 

by laws, articles of association, and guidelines. We believe that Albania, as an ex-

centralized economy, demonstrates some common features with regulatory 

practices of this region and, due to its national characteristics, has adopted its own 

transformation of CG patterns even in difficult economic situations. Independent 

from the CG model chosen, it is widely agreed in the literature that a company 

must not only confine itself to making profits and obeying the law, but it should 

also accept its ethical and social responsibilities. In reaction to this, nowadays, 

firms choose to behave in a manner that is consistent with the law and society’s 

expectations. Topic 4 focuses on the benefits related to CSR policies even in 

scenarios of corporate scandals, and despite the cost associated with them. In this 

sense, the positive attitudes of business, investors and financial institution towards 

social responsibility projects is becoming part of “good’ CG practices, and may 

be seen as a long-term intangible asset, linked with reputational risk and an 

opportunity to attract potential foreign investors, which have a particular 

importance in developing economies such as Albania. Following this, in the 

fourth chapter, a complementary discussion on ethics and social responsibility, as 

supporting elements of “good” CG practices, is presented. Topic 5 aims to analyze 

the importance of CG in terms of the long-term well-being of the firm and value 

creation for shareholders, boards and management. Assuming that compliance 

with CG principles means minimization of agency problems and costs and serves 

as a tool to give confidence to foreign investors, this chapter presents an overview 

of shareholders’ rights regarding agency problems and solutions in order to create 
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benefits for the firm and respective stakeholders. We first look at the agency 

theory and its roots in the separation of ownership and control of the firm. In 

order to provide shareholders, as legitimate owners of the company, with the basic 

“tools” (meaning “good” CG practices) to monitor, control, advise and influence 

the decision-making process of managers, CG codes and firm laws have 

developed principles that make them more active and prevent them from engaging 

in morally hazardous behaviors of management. In this sense, the exploration of 

such mechanisms helps shareholders, boards and managers in improving 

governance practices, minimizing agency costs, and creating long-term value for 

the firm, thus creating long-term benefits for all (which is necessary in poor 

developing economies such as Albania). As discussed in Topic 6, the Albanian 

transition has been accompanied by negative phenomena such as high 

unemployment and persistent corruption, weak institutions, and a partly free 

market. Although common phenomena in developing countries, these problems 

remain the leitmotif of the political and social life of Albania. Despite the 

progress achieved in many areas, steps towards European Union (EU) integration 

are quite slow. In this sense, and in line with the country’s efforts to create a 

healthy business climate, attract new investment and develop the capital market, 

CG reforms are becoming even more important. A general overview of recent 

economic history and development is presented in the first part of this chapter. 

This is followed by a separate analysis of the level of development of the 

Albanian capital market and the impacts and insights of the 2008 financial crisis 

in the Albanian firms. The analysis of the main macroeconomic features and the 

development of the financial capital market are useful in understanding the factors 

which influence the level of implementation and possible changes to the CG 

mechanisms used by Albanian JSCs. In particular, due to the country’s low level 

of international financial integration with the rest of the world, capital markets are 

seen as a relatively new experience in Albania. For this reason, the financing 

needs of most Albanian companies are primarily met by the banking system and 

the informal lending market. Establishing a sound financial system was 

undoubtedly a factor in the macroeconomic stability and the development of the 



- 10 - 
 

Albanian economy during the last decade. Additionally, the modest stage of 

development of the Albanian financial system and the lack of investment activity 

in complex and high-risk products has played an important role as a protective 

shield against the financial crisis. Notwithstanding, the impact of the crisis is still 

to come. Strong trade, remittances, and banking sector ties with Greece and Italy 

make Albania vulnerable to spillover effects of the global financial crisis. These 

are some of the features of the Albanian economy and the level of capital market 

development that make the implementation of CG standards more difficult, and 

they will remain an obstacle for some time to come. Despite this delay in 

implementing CG best practices and the sparse in-depth investigations of CG 

practices, we believe that CG standards are improving, and it is expected that this 

trend will continue, especially in countries that are becoming part of the EU. It is 

argued that the legal framework governing the regulation and supervision of 

Albania’s financial and non-financial sectors is reasonably comprehensive and 

broadly consistent with international best practices. However, the implementation 

and enforcement of applicable laws have generally been weak, largely as a result 

of inadequate resources, excessive bureaucracy and corruption (same 

characteristics as other CEE countries). Additionally, Albanian firms perform 

relatively poorly in relation to information disclosure and transparency issues. All 

of these findings regarding other developing and developing economies 

(including the AATDA-AL project) bring a very valuable comparative benchmark 

for further research. Therefore, we hope to provide answers to the following 

research question: “Have Albanian companies changed their corporate 

governance practices following the 2008 world crisis?” 

 Chapter II presents the empirical portion of the study. The methodology 

employed in this research is discussed in Topic 7. Based on the nature of the 

research question and the provision of data in Albania, the Delphi technique was 

identified as an appropriate procedure to determine the differences between 

corporate governance practices in Albania before and after the 2008 world crisis. 

The Delphi technique is based on three basic principles: (1) anonymity; (2) 

controlled feedback of the information and knowledge contributions; and (3) 
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statistical treatment of the group responses. The method is used primarily when 

the problem under discussion cannot be resolved by precise analytical techniques 

due to the lack of relevant data about the problem, as is the case with CG 

practices in Albania. Despite the potential weaknesses of this approach, several 

studies demonstrate the power of the Delphi technique in increasing knowledge 

about previously poorly understood topics. In particular, in an effort to increase 

the validity of this research project, a CEO panel of 80 JSCs was selected and, in 

line with the purpose of the study, it was determined that the experts should 

represent different types of JSC corporate groups in the banking field, market 

insurance and other financial services, JSC groups arising from privatization and 

other group companies (state-owned JSCs established as such from the beginning, 

and JSCs generated from special laws). The survey was conducted mainly in the 

most representative cities in Albania, where the greatest numbers of Albanian 

JSCs are located. We strongly believe that there is considerable scope to explore 

the Delphi technique in order to analyze the evolutionary patterns and provide 

development prospects for CG practices in the particular Albanian context. In 

Topic 8, the empirical results of our Delphi application and the limitations of our 

study are presented and analyzed. The analysis of our results demonstrates that 

Albania, as an ex-centralized economy, due to its national characteristics, has 

adopted its own transformation of CG patterns. The panel’s overall assessment of 

CG knowledge is considered good, but its actual implementation among Albanian 

JSCs is not at the same level. Our survey showed that despite legislative measures 

implemented in the Albanian regulatory framework and progress made at the firm 

level, sample firms perform relatively poorly in relation to information disclosure 

and transparency issues. Furthermore, another barrier to the system is the lack of 

experienced talent to serve as independent directors. We believe that the 

“stability” of the economy as a whole was reflected in the “stability” of the CG 

practices used by Albanian JSCs. Taking a holistic view of the trends in CG 

practices towards which Albanian JSCs are moving, our findings offer some 

optimistic notes. Albanian JSCs are improving their level of knowledge of (and 

willingness to apply) internationally accepted CG standards. A more or less 
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friendly environment regarding reforms or activities required to improve CG is 

gradually emerging in Albania. Finally, the main findings of the research are 

summarized in the last part of this topic, highlighting the recommendations for 

managers and policymakers in Albania.  

 

 

E. Expected Results 

 

The urgent need for CG in Albania, as in other CEE countries, is related to trade 

liberalization and the privatization of former state-owned companies. In this sense, the 

recent developments of managerial labor markets and supportive legal and institutional 

frameworks have influenced the spread of a “good” CG culture. We expect that the post-

privatization processes, as well as the political and cultural features, will contribute to the 

establishment of a distinct, concentrated CG system, which seems to be beneficial to 

increasing efficiency in Albania. 

 The following Albanian-specific conditions will have an impact on the level of 

implementation of CG practices: (1) among CEE countries, Albania has the shortest 

history as a market-oriented economy and is, therefore, faced with underdeveloped 

institutional infrastructure and economic uncertainties; (2) absence of powerful investor 

groups, related to the absence of equity market and property rights institutions; (3) the 

absence of guidelines and codes of practices required by investors, which means that the 

key references for corporate governance are the minimum standards required by law 

(with the Albanian CG manual having been approved only in December 2011); (4) weak 

corporate culture and lack of qualified specialists in CG and managerial labor markets; 

(6) privatization and the restructuring process has been slower than in other transition 

economies; (7) frequent government intervention; and (8) low development of capital 

markets (inducing low pressure for CG). These deficiencies are primarily related to the 

high level of an informal market, and because of the malfunction of the Tirana Stock 

Exchange (TSE) in terms of transparency, Albanian companies’ managers will face 

specific CG challenges. Therefore, we strongly believed in a positive relationship 

between the level of development of Albanian capital markets and CG standards, such as 
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transparency and disclosure, used at the firm level. Another point to be highlighted is 

related to the increasing role of boards of directors in implementing good CG standards. 

We expect that this role is becoming even more important after the crisis was related 

specifically to risk management and ethical behavior of CEOs. Effective enforcement of 

existing laws and regulations constitutes a major challenge for the development and 

implementation of CG. Following this, we believe that the progress achieved in assessing 

CG standards and CG best practices implementation still represents a challenge for 

Albanian JSCs. 
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1. CORPORATE GOVERNANCE: ORIGINS AND EVOLUTION 

 

uch has been said and written about corporate governance during the last 

few decades. This first topic is meant to allow a better understanding of the 

concept and its importance to modern business management. Several 

definitions and questions are raised in order to establish the pillars of the 

present research. This first topic also offers a brief overview of recent international 

developments in corporate governance, which are important for future comparisons with 

the Albanian situation. 

 

 

1.1. Concept of Corporate Governance 

 

Corporate governance (CG) is becoming popular even in small economies. The concept 

has been spreading worldwide, and debate and interest surrounding its definition have 

been increasing through the years. As stated by Denis (2001: 191), “while the term 

‘Corporate Governance’ had not yet been coined 25 years ago, it has since become 

common in the modern business lexicon, used by academics, practitioners, and the 

popular press [...]”. Gillan (2006) seems to support this idea, further pointing out that the 

search for social sciences research network abstracts containing the CG term have 

resulted in more than 3500 hits.  

 Notwithstanding the contributions to the economic literature, it seems generally 

agreed upon that the CG concept is poorly defined because it potentially covers a large 

number of distinct economic phenomena. As a result, different people have devised 

different definitions that basically reflect their special interest in the field. According to 

Yuksel (2008), this apparent “disorder” will be no different in the future, and the best 

way to define the concept is, perhaps, to list a few different definitions rather than just 

mentioning one of them. In broad terms, the OECD (2004: 11) presents CG as “the 

involvement of a set of relationships between a company’s management, its board, its 

shareholders and other stakeholders. Corporate governance also provides the structure 

through which the objectives of the company are set, and the means of attaining those 

M
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objectives and monitoring performance are determined [...]”. This definition seems to be 

coherent with the one presented by the Cadbury Committee (1992: 14), according to 

whom “Corporate governance is the system by which companies are directed and 

controlled. Boards of directors are responsible for the governance of their companies 

[...]. Thus shareholders’ role in governance is to appoint the directors and the auditors 

and to satisfy themselves that an appropriate governance structure is in place. The 

responsibilities of the board include setting the company’s strategic aims, providing the 

leadership to put them into effect, supervising the management of the business and 

reporting to shareholders on their stewardship. The board’s actions are subject to laws, 

regulation and the shareholders in general meeting [...]”. Shleifer and Vishny (1997: 

737) point out that CG deals with the ways in which suppliers of finance to corporations 

assure themselves of getting a return on their investment. This definition offers guidelines 

on how shareholders should minimize their agency costs. Mallin (2007) argues that CG is 

seen as an essential mechanism in helping the company to attain its objectives, while 

monitoring performance is a key element in achieving these objectives. Another 

interesting definition of CG can be found in Zingales’ (1998) work, according to whom 

CG ensures that transactions are properly recorded and that assets cannot be 

misappropriated. Another contribution can be found in Monks and Minow’s (2008) 

research, for whom corporation is a structure that allows different parties to contribute 

capital, expertise and labor for the maximum benefit of stockholders and stakeholders, 

while corporate governance is the ability, science and/or art of managing a corporation. 

CG describes the structure of rights and responsabilities among those parties that have a 

stake in a firm (Aoki, 2001), and is a nexus of contracts among owners, who essentially 

pursue private means and run the corporation in accordance with their own self-interests, 

with explicit obligations to society (Aguilera and Jackson, 2010). 

 Based on the literature, and taking a broad perspective on the issue, CG is 

generally understood as the assembly of legal and regulatory mechanisms, internal 

control mechanisms (such as the board of directors, compensations plans, firm’s 

ownership and debt structure), external control mechanisms (capital market, private 

sources of external oversight) and product market competition. Figure 1 illustrates the 

different components/variables of the governance environment. 
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Source: Gillan (2006). 
Figure 1 – CG “Environment” 

 

 Based on Figure 1, and following the discussion presented herein, it has been 

widely recognized that CG practises have no standard mode (not a “one size fit all”) (cf. 

OECD, 2002; IFC, 2004), so they cannot be equally applied to all situations and 

jurisdictions. The variety of definitions depends on the institutions, authors, country and 

legal tradition involved, and they should not merely describe directors’ obligations 

towards shareholders. This variety reflects distinct societal values, different ownership 

structure and business circumstances, and competitive conditions, strength and 

enforceability of contracts (Hua and Zin, 2007). Following this, CG may be broadly 

defined as the study of power (Aguilera and Jackson, 2003), and draw on an institutional, 

actor-centered view of the firm, in which the different stakeholders of the firm compete 

for resources to define CG as the influence over decision making within the corporation’s 

rights and responsibilities of these different stakeholders towards the firm. According to 

Aguilera and Jackson (2010), this means that CG is different across multiple explicit 
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dimensions in ways that yield diverse forms of firms, industries, and countries evolving 

in a dynamic and historical fashion. The concept of CG is, therefore, an underpinning of a 

capitalist system, with its theoretical foundations in agency theory, as well as in the 

theory of embedded national cultures (McCarthy and Puffer, 2002). 

 The definitions presented in this section seem important, in this way, to illustrate 

that CG is related to both the shareholders and the internal aspects of the company, such 

as internal control and external aspects, such as an organization’s relationship with its 

shareholders and other stakeholders. In a wider context and in the course of a company’s 

evolution, we can group them into two major categories: (1) an internal relationship, 

which is focused on the company itself (fulfilling the long-term strategic goal of the 

owners); and (2) an external relationship, which is focused on the relationship between 

the company and its stakeholders (i.e. employees, customers and suppliers, environment 

and the local community) and includes the cultural environment. 

 It should be noted, however, that concepts such as equality, transparency, 

accountability and responsibility seem to be the basis of CG (Shleifer and Vishny, 1997). 

Equality defines fairness and equal treatment of shareholders (even minor shareholders, a 

unique agency problem in emerging economies) and stakeholders by the management in 

the process of operating the firm; transparency means periodic financial discloser 

(company-related financial statements and non-financial information) to the public and 

shareholders; accountability defines the obligation of the board to provide an account to 

the company’s shareholders; and responsibility means good citizenship governance 

(commitment to compliance in all of the company’s operations with the law and 

regulations), complying with expectations and maintaining a good relationship with the 

community in which the company operates. 

 

 

1.2.  Corporate Governance: Important to Whom? 

 

According to Denis (2001), CG systems are being debated in major developed countries, 

and more than half of the population in the United States invest in public companies and 

are directly affected by corporations’ performance. As described by Rezaee (2009), this 
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unprecedented accumulation of economic power within companies underscores the 

importance of CG, which is important not only for healthy economies, but also to 

guarantee the efficiency of poor economies. Following this, CG effectiveness depends on 

its coherence and on its degree of reliance (Claessens and Fua, 2002; Claessens, 2003). 

As such, and according to the financial and management literature, the concept of CG is 

extremely important for several economic agents (Figure 2). 

 

 

Source: Rezaee (2009). 
Figure 2 – CG, Firm Value and Economic Agents Involved 

Following Figure 2, and according to Claessens (2003) and Amman et al. (2011), 

there is a link between good governance and good performance. As indicated by the 

authors, better CG practices are statistically and economically reflected in higher market 

values, which result in higher cash flows accruing to investors and lower costs of capital 
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for the firms. Consequently, from the companies’ perspective, CG should be understood 

as an opportunity rather than an obligation and/or pure cost factor. From a company’s 

perspective, Figure 3 illustrates the major impacts of CG. 

Source: IFC (2007). 
Figure 3 – CG and Company’s Value Added 

 

 As can be seen, Figures 2 and 3 provide important information about the 

importance of CG practices for the company (as a whole) and for each of the economic 

agents involved: 

 

 Shareholders: As an extremely important economic agent, shareholders provide 

capital to the company, and expect a sustainable return on their investment in 

terms of periodic dividends and stock price appreciation (Rezaee, 2009). The 

owners of a company can be the State, individual investors, institutional investors, 

banks, pension funds and holding companies, among others. Shareholders’ 

interest in a company has a wide dimension, which can be financial and/or 

strategic. Based on power disputes among shareholders, designing CG 

mechanisms and safeguards is paramount to protect minority shareholders’ 

interests from expropriation by majority shareholders (Rajagopalan and Zhang, 

2008). Therefore, “good” CG practices can provide incentives to investors, 

facilitate effective monitoring, and defend shareholders’ interests (e.g. greater 



- 21 - 
 

security on investments, asset sale, proper and updated information, fair treatment 

of all stakeholders) (cf. CIPE, 2002; OECD, 2004). It is well known that well-

functioning CG mechanisms are of crucial importance for both local firms and 

foreign investors that are interested in pursuing the tremendous opportunities for 

investment and growth that, for example, emerging economies provide. In fact, 

CG practices are a means whereby society can be sure that large corporations are 

well-run institutions in which investors and lenders can confidently commit their 

funds. Following this, and according to Rajagopalan and Zhang (2008), 

improvements in CG can enhance investor confidence in firms in emerging 

economies and increase these firms’ access to capital. Good CG is, therefore, 

important to attract new investment, particularly for developing countries where 

good CG is seen as a means of attracting foreign direct investment (FDI) at more 

favorable rates (cf. Mallin, 2007). 

 

 Creditors: These economic agents own debt securities which have various 

impacts on the value of the firm. Debt securities effects on the company differ 

according to the CG structure (cf. Rezaee, 2009). This means that creditors can 

control managers by entering in debt convenient contracts to protect their interest. 

In Germany, for example, a significant portion of capital derives from creditors, 

and the company lends favorably to its creditors (Goergen et al., 2008). Financial 

and capital markets are better developed in countries with strong protection of 

property rights, as demonstrated by the law and finance literature (cf. Claessens, 

2003). In particular, better creditor rights and shareholder rights have been shown 

to be associated with deeper and more developed banking and capital markets. 

The better creditor rights are defined and enforced, the more willing lenders are to 

extend financing. In countries with better property rights, firms thus have greater 

access to financing. As a consequence, firms can be expected to invest more and 

grow faster. The effects of better property rights leading to greater access to 

financing of growth can be significant. According to Zingales (1998), there is also 

evidence that under conditions of poor CG (and underdeveloped financial and 
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legal systems and higher corruption), the growth rate of the smallest firms is the 

most adversely affected, and fewer new firms start up, particularly small firms. 

 

 Employees: Labor has a number of rights and claims. As with other input factors, 

there is an outside market for employees, thus putting pressure on firms to provide 

not only financially attractive opportunities, but also socially attractive ones. 

Labor laws define many of the relationships between corporations and labor, 

which may have some CG aspects (Claessens, 2003). Rights of employees in a 

firm’s affairs, as stated by Goergen et al. (2008), can be formally defined, as is 

the case in large German firms with more than 500 but less than 2000 employees. 

 
 Suppliers, Customers, Community and State: Customers demand two major 

things: internationally standardized trust and application of appropriate 

procedures (cf. Yuksel, 2008). Customers and suppliers reward good CG by 

actively and favorably doing business with the company, and discipline a 

company that restricts business (Rezaee, 2009). Monks and Minow (2008: 20) 

stated that “in theory, the government can ensure that corporations act in a 

manner that benefits society, but in practice, corporations and government are 

influenced vice-versa [...]”. For example, in the U.S., some states have 

stakeholder laws under which unsolicited takeover bids may be rejected if the 

takeover is expected to have adverse effects on the community in which the target 

firm operates (cf. Gillan, 2006). In India, state ownership is often found in public 

sector units, where the government is the major shareholder. In China, the 

government controls firms in almost all strategically important industries. This 

ownership structure probably will not change significantly in the foreseeable 

future because: (1) the state does not yet seem to want to sell its controlling stakes 

in most key industries, and (2) regulators are concerned that the sale of a large 

volume of state stakes could seriously destabilize the fledgling stock markets (for 

further developments, see Rajagopalan and Zhang, 2008). 
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Many companies in the world are underlying the role of corporate debt and equity 

holders but also the role of other stakeholders (employees, suppliers, customers, 

government and community), which influence or are influenced by corporate activities. 

Following the discussion presented herein, this CG culture is important to improve the 

information gathered and decision making, and to create an acceptable legislative, 

normative, and business practices and contracts framework. 

 

 

1.3. The Prominent Role of Corporate Governance 

 

It is widely recognized in the literature (e.g. Claessens, 2003; Gillan, 2006; Mallin 2007; 

Monks and Minow, 2008; Rajagopalan and Zhang, 2008; Yuksel, 2008; Rezaee, 2009) 

that “weak” CG practices may lead to waste, mismanagement and corruption. Although 

CG has emerged as a way to manage modern joint stock corporations, it is equally 

significant in state-owned enterprises, cooperatives and family businesses. According to 

Mallin (2007), only “good” governance can deliver sustainable good business 

performance, and based on recent financial scandals (such as Enron 2001, Barings Bank 

and China Aviation Oil), markets and institutions will affect the way CG provides high-

quality and transparent information. As previously discussed, CG creates safeguards 

against corruption and mismanagement, while promoting fundamental values of a market 

economy in a democratic society.  

 Recent events have demonstrated that democratic, market-based systems are well 

equipped to take advantage of globalization. In fact, instituting CG is not only a means of 

survival in today’s world; it is a strategy to prosper (CIPE, 2002). The efficiency with 

which capital is invested in order to produce goods and services is crucial to the well-

being of an economy (cf. Denis, 2001). As defended by Amman et al. (2011), the costs of 

the implementation of CG mechanisms seem to be smaller than the monitoring benefits 

and, consequently, from the companies’ perspective, CG should be understood as an 

opportunity rather than an obligation and/or pure cost factor. Generally, effective CG 

promotes efficient use of resources, both within the firm and the economy, and it assists 

firms (and economies) in attracting low-cost investment capital by increasing both 
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domestic and international investor confidence (for developments on the prominent role 

of CG, see Amman et al., 2011; Becht et al., 2005; and Rajagopalan and Zhang, 2008). 

 Following this, one should anticipate that CG practices play a crucial role in a 

company’s development and possible internationalization. Under this scenario, CG can 

be analyzed at the firm level (i.e. with all internal mechanisms) and/or at the country 

level (i.e. structure of capital, product and labor markets, political and economic 

institutions, laws, regulation, history and culture). In fact, globalization and the lack of 

resources forces companies to look for opportunities in countries other than their own in 

order to create value for their shareholders and to reduce the risk by creating a diversified 

portfolio. This assumption seems to be true not only for firms that operate in developed 

or emerging countries, but also for firms that operate in developing countries. For 

developing economies such as Albania, it is important to choose CG practices that fit 

better under their legislative regulation and reforms, history and culture. For this reason, 

companies should know the main existing differences in CG within different countries. 

 

 

1.4. A Brief Overview of International Corporate Governance 

 

CG mechanisms employed in different countries vary according to respective legal 

systems and traditions. For example, every U.S. corporation is obliged by law to have a 

board of directors. As pointed out by Denis (2001: 199), “the legal and regulatory system 

in the U.S. is very much intertwined with the political system. U.S. shareholders (and 

creditors) are among the most protected in the world”.  

 In broad terms, the literature on CG distinguishes between three main types of 

models (cf. Boot and Macey, 1999; Lati, 2010; Aguilera et al., 2011): (1) the Anglo-

American model is described as the system in which the interest of the shareholder is 

central. Management of firms is controlled by several disciplining mechanisms that act in 

the interest of the shareholders. In this model, the chief executive officer is the highest-

ranking manager and is disciplined by a variety of institutions. In particular, a board of 

directors is chosen by the shareholders with the task of monitoring and evaluating the 

management; (2) in the Continental European model, the firm is considered to be a nexus 
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of contracts between two stakeholders (i.e. shareholders and employees). In Germany, 

both stakeholders are represented by law on the supervisory board, which supervises the 

management. Transactions are governed by more relational contracts which are long-term 

and more open-ended than classical contracts. Reciprocity, mutual interests and 

consensus building are important elements of this model; and, finally, (3) the Japanese 

model, which is based on community values, with management of the firm controlled by 

a variety of disciplining mechanisms in such a way that the interest of a plurality of 

stakeholders is served. Shareholders, employees, and also suppliers, customers, members 

of the business group (keiretsu) and (local) government are all stakeholders. Contracts in 

the Japanese model are relational. Crucial to the Japanese model is the managerial 

autonomy that enables management to develop long-term relationships and reciprocal 

contracts. The mutual monitoring among stakeholders is stimulated through a common 

interest in the well-being of the firm as a whole. A strong rivalry among firms belonging 

to different groups provides high-powered incentives to allocate resources efficiently in 

the short-term. An efficient model of CG is likely to combine high-powered incentives 

from competition among rivals and long-term trust among horizontal and vertical 

stakeholders. 

 Despite the differences between CG systems, Boot and Macey (1999) observe that 

those systems are converging along some dimensions. For example, in the Continental 

European model, substantial pressure has come about to improve the liquidity of stock 

markets, and the ownership of shares among the general public has grown substantially. 

At the same time, in the U.S., more concentration and an increase in institutional 

investors’ involvement have been observed. Following this, alternative mechanisms have 

been developed over the years, reflecting the legal and institutional environment. It 

should be highlighted, however, that the growing integration of financial markets is a key 

factor of convergence of CG systems. Investors in most countries increasingly accept the 

proposition that holding an international equity portfolio leads to higher returns and lower 

risk than a purely domestic portfolio. At the same time, non-financial companies realize 

that broadening the investor base will lower their cost of capital and may also lessen 

volatility in the price of the company’s stock (Aguilera et al., 2011). In fact, many argue 

that these recent changes indicate a certain trend towards a market-oriented system. 
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However, as pointed out by Hackethal et al. (2003: 671), “the fundamental structure of 

German corporate governance [...]” has remained the same. Additionally, “some new 

rules and regulations have lacked enforcement, others left loopholes, and others just did 

not set the right incentives [...]” (Terberger, 2003: 715). Although there has been some 

degree of convergence in terms of transparency, stock markets and voting structures, the 

fundamental differences with respect to a market-based system are still significant 

(Goergen et al., 2008).  

 Thomsen (2003) argues in favor of mutual convergence, i.e., not only has 

European CG converged to U.S. standards, but U.S. CG has also effectively converged to 

European standards through the concentration of ownership and other changes. These 

shifts indicate that it is increasingly more relevant to look at the configuration of 

governance practices at the firm level. Moreover, the fact that there are firms that fit 

within the different CG models within countries is indicative of the current hybrid trends 

away from stylized arrangements (Aguilera et al., 2011). Following this, and based on 

Claessens (2003), one may conclude that convergence is taking place, but it is a 

convergence of CG standards, not necessarily of CG form. 

 

 

1.5. Economic Crises and Corporate Governance 

  

The classic explanation of financial crises, going back hundreds of years, is that they are 

caused by excesses – frequently monetary excesses – which lead to a boom and an 

inevitable bust. In the recent crisis, we had a housing boom and bust which in turn led to 

financial turmoil in the U.S. and other countries (Taylor, 2008). As argued by Chari et al. 

(2008), evidence of the financial crisis in the U.S. (e.g. Lehman brothers collapsed, Bear 

Stearns and Merrill Lynch were acquired by bank holding companies, and Goldman 

Sachs and Morgan Stanley became financial holding companies that own subsidiary 

commercial banks) consists of the following:  

 First, several major financial institutions have failed. The failure of some banks 

could have increased market illiquidity (Claessens and Fan, 2002). As capital has 

been retired through share buy-backs and as a consequence of mergers and 
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takeovers, equity has been replaced by debt. The growing indebtedness of firms 

has exacerbated their financial fragility. Companies used a rising share price as 

collateral and as a cash equivalent in order to raise financing for takeover bids, 

while households used rising asset values (in equities initially and, more recently, 

in property) in the same way to increase their indebtedness (Deakin, 2010). In 

many of the failed or near-failed banks, there is evidence that managerial 

incentives were skewed towards the short-term, as executives came under 

pressure from boards to maintain share-price growth through aggressive trading 

strategies, increasing leverage, regular restructurings, and participation in mergers 

and takeovers. 

 

 Second, various stock markets have fallen dramatically, especially in the week 

after the bailout plan was passed. 

 
 Third, spreads on a variety of different types of loans over comparable U.S. 

Treasury securities have widened dramatically. Researchers, institutions, and 

governance in the pursuit of accountability continue to ask: Where were the risk 

managers? Where were the internal and external auditors? Why were executives 

and boards not exercising more oversight? Did the rating agencies fail to 

adequately understand, assess and report on risks taken by these companies? 

Where were the regulators? In short, who should have been protecting investors 

against these unintended consequences? Was there a risk management failure? 

Were these companies poorly governed? Does the failed CG of the firm cause the 

crisis, or vice-versa? The financial crisis did not rouse CG from a state of 

torpidity. It has loosely been said that the financial crisis was the result of a 

governance failure. The principles of quality governance did not fail. The failure 

lay in the lack of application of mind to governance principles, particularly with 

regard to risk management (UN, 2010).  

Remarkable progress has occurred recently in terms of codes of practice and 

principles for enhancing sound CG practices. In response to the financial crisis of 2008, 

several European countries (e.g. Germany, UK, France, Sweden and Denmark) have 
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introduced a number of changes in their governance codes (Duong and Minh, 2010). 

From this premise, and based on the lessons learned during the crisis, the key areas of 

particular focus include guidelines for the improvement of internal governance of the 

companies, namely: (1) the role, qualification and composition of the board (Lipton et al., 

2011); (2) the need to turn risk committees mandatory in order to supervise the long-term 

risk management of the company (Basel Committee, 2010); (3) the board’s periodic 

supervision of the compensation systems (Basel Committee, 2010; Lipton et al., 2011). 

These recommended measures can both assist company supervision and serve as a 

reference point for promoting the adoption of sound CG practices. 

Following this, if a financial institution faces a crisis, a huge amount of public funds 

might be injected. This means that not only the company shareholders but also the 

government and ultimately taxpayers bear some of the residual risks from the company’s 

management decisions, and this brings up a question about who the real owners of the 

financial institutions are and why the profits are privatized by shareholders and the costs 

are socialized (for further developments, see Cho, 2009).  

 Another important aspect to be discussed has to do with possible solutions after 

the crisis. In a market economy, no company (and possibly no other organization) can 

guarantee permanent employment or returns for its investors, because restructuring is an 

ever-present possibility (Deakin, 2010). However, it has been found that countries with a 

higher degree of financial development, greater liquidity in their stock market, lower 

economic risk, and less corruption within their political system attract more investment 

and experience higher growth and higher valuation (Bruno and Claessens, 2010). In this 

way, it seems evident that “good” CG practices may strengthen companies’ financial 

performance, even in scenarios of economic difficulties (Bris et al., 2008).  
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SYNOPSIS 

 

Several definitions of corporate governance (CG) and a variety of questions were raised 

in this first topic in order to establish the pillars of our research. Based on the literature, 

CG is becoming popular even in small economies, and taking a broad perspective on the 

issue, CG is generally understood as the assembly of legal and regulatory mechanisms, 

internal control mechanisms (such as the board of directors, compensations plans, and a 

firm’s ownership and debt structure), external control mechanisms (capital market, 

private sources of external oversight) and product market competition. As discussed in 

this first topic, many companies in the world are underlying the role of corporate debt and 

equity holders, but also the role of other stakeholders (employees, suppliers, customers, 

government and community), which influence or are influenced by corporate activities. 

Following the discussion presented in the topic, this CG culture is important to improve 

the information gathered and decision making and to create an acceptable legislative, 

normative, and business practices and contracts framework. Accordingly, one should 

anticipate that CG practices will play a crucial role in company development and possible 

internationalization. Under this scenario, CG can be analyzed at the firm level (i.e. with 

all internal mechanisms) and/or at the country level (i.e. structure of capital, product and 

labor markets, political and economic institutions, laws, regulations, history and culture). 

In fact, globalization and the lack of resources force companies to look for opportunities 

in countries other than their own in order to create value for their shareholders and to 

reduce risk by creating a diversified portfolio. This assumption seems to be true not only 

for firms that operate in developed or emerging countries, but also for firms that operate 

in developing countries. For developing economies such as Albania, it is important to 

choose CG practices that fit better under their legislative regulation and reforms, history 

and culture. For this reason, companies should know the main existing differences in CG 

among different countries. Finally, as highlighted in this topic, the standards of 

transparency, integrity and disclosure have a long-term influence on economic 

development and the degree of corruption and mismanagement, among other factors. 

Therefore, “good” CG practices may strengthen companies’ financial performance, even 

in scenarios of economic difficulties. 
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2. THE STAKEHOLDERS 

 

deeper discussion of the role of all stakeholders and respective features is 

important to better understand the mechanisms of competitive advantage 

and the relationship between stakeholders and CG practices. As such, this 

second topic aims to discuss how stakeholders affect or may be affected by 

firm activity, and provides an overview of the most important features of each 

stakeholder. The analysis of these features is also paramount in understanding how good 

practices can add value to the firm and how they change in cases of economic difficulties. 

 

 

2.1. General Concerns 

 

Corporations are currently facing additional pressures to respond to their stakeholders, 

with the pressure becoming even greater since the recent discovery of unethical and 

illegal behavior in the business world (Clement, 2005). Simultaneously, as discussed by 

Agrawal and Fuloria (2004), companies that accommodate the needs of a wider range of 

stakeholders are more likely to have a good reputation and credibility than those that do 

not make such accommodations. Following this, and as argued by Aguilera and Jackson 

(2003), firms, regardless of their legal family constraints, their labor and product markets, 

and the development of the financial markets from which they can draw, have significant 

degrees of freedom to choose whether to implement different levels of a given CG 

practice. That is, firms might choose to fully endorse a practice or simply seek to comply 

with the minimum requirements without truly internalizing the practice of governance.  

 In the Anglo-American shareholder system, the main concern of CG is the wealth 

of shareholders and, thus, the design of incentives and control mechanisms to maximize 

the return on equity capital given the separation of ownership and control (Shleifer and 

Vishny, 1997). In countries such as Japan and Germany, by applying the stakeholder 

system, the interests of other stakeholders are taken into consideration, including 

creditors, employees, customers, suppliers, and government (cf. Claessens and Fan, 2002; 

Fauver and Fuerst, 2006; Goergen et al., 2008; Andres and Arranz, 2011; Heimes and 

A
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Seemann, 2011). According to Fauver and Fuerst (2006), in the stakeholder systems, the 

existence of various agency conflicts is acknowledged. Thus, the success of the firm is 

ultimately regarded as in the best interest of all parties, and more comprehensive 

stakeholder involvement in the governance of a firm can increase firm value. Figure 4 

presents a conceptual scheme of sustainable competitive advantage, where different 

stakeholders can be highlighted.  

 

Source: Royer et al. (2008). 
Figure 4 – Sustainable Competitive Advantage and Different Stakeholders 

 

 As can be noted in Figure 4, due to the omnipresent urgency and legitimacy of 

stakeholders, corporations have a legal basis to respond to their concerns, and the 

increasing size and complexity of today’s corporations have increased the relevance of 

the information asymmetry problem. As such, stakeholders are not only relevant to firm 
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performance, but they can also impact the way firms gain long-term competitive 

advantages. In the following sections, each group of stakeholders is deeply analyzed. 

 

 

2.2. Shareholders 

 

One of the most important components of the CG is the ownership structure of the firm. 

Following CIPE (2002), there are two general types of corporate ownership structures: 

concentrated and dispersed. In concentrated ownership structures, ownership and/or 

control is concentrated in a small number of individuals, families, managers, directors, 

holding companies, banks and/or other non-financial corporations. Dispersed ownership 

is the second type of ownership structure, where a large number of owners hold, 

individually, a small number of company shares. Small shareholders have little incentive 

to closely monitor a company’s activities and tend not to be involved in management 

decisions or policies.  

 Differences in ownership structure have two obvious consequences for CG: 1) 

dominant shareholders possess both the incentive and the power to discipline 

management; 2) concentrated ownership can create conditions for a new problem, 

because the interests of controlling and minority shareholders are not aligned and the 

controlling shareholders could expropriate the minority shareholders (Aguilera et al., 

2011). As stated by Konijn et al. (2011: 1330),  

 

“The traditional view of corporate governance maintains that governance is exercised 
through direct intervention by a large blockholder in the firm’s operations. This can 
involve the block holder implementing profitable projects or correcting managerial 
inefficiency, thereby adding value to the firm. Blockholders supply costly monitoring 
activities to reduce the agency problem between the managers and owners of the firm. 
Dispersed shareholders with small interests in the corporation are unlikely to incur the 
large monitoring costs that are sometimes required. This result in a standard free rider 
problem: shareholders may choose not to monitor at all and profit from the monitoring 
activities of others, thus resulting in an under-provisioning of monitoring activities in 
equilibrium. In such a setting, a large blockholder internalizes more of the benefits of 
monitoring and therefore a structure with one large blockholder is optimal. Compared 
to a single large blockholder, dispersed blockholders internalize less of the market 
impact costs when collectively engaging in information based trading. This can be 
compared to the single large blockholder trading like a monopolist, whereas a set of 
smaller dispersed blockholders trades competitively like a set of oligopolists. As a 
result, smaller dispersed blockholders have higher incentives to actually trade on 
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information and therefore impound more information into prices. This disciplines 
management ex ante to make sure that blockholders are pleased to stay with the firm, 
thus increasing firm value [...]”.  

 

 Following this, and because of regional and institutional features, there are 

significant differences in the U.S., Europe and Asia in terms of the relationship between 

blockholder structures and firm value. In fact, firm structure influences cash management 

strategy, and a diversified firm structure lowers the optimal level of cash holdings 

(Subramaniam et al., 2011). In addition, diversified firms are more likely to be able to 

raise funds by selling their assets than focused firms. Shareholders, the residual 

claimants, elect board members, and boards owe a fiduciary obligation to shareholders 

(Gillan 2006), who have the right to secure ownership of their shares, the right to full 

disclosure of information, voting rights, and participation in decisions on the sale or 

modification of corporate assets, including mergers and new share issues. As stated by 

OECD (2004), the guidelines go on to specify a host of other issues connected to the 

basic concern of protecting the value of the corporation. 

 In the presence of agency problems, it is optimal that shareholders seek control 

over corporate decision making. One of these useful devices for external control is 

shareholder proposals, which help mitigate exacerbated agency concerns. Claims of 

agenda-seeking by the proposal sponsors are likely to be exaggerated, as they tend to 

target firms that both underperform and have generally poor governance structures. The 

proposals that pass the shareholder vote should have at least some control benefits. The 

market attributes the passage of meaningful benefits, and first time proposals in 

particular, especially during stock market peaks, to a high market premium for good 

governance (Renneboog and Szilagyi, 2011). Nelson (2005) pointed out that levels of 

institutional ownership, levels of insider ownership, and the number of hostile bids go 

along with prior performance, important variables in determining both whether a firm 

will make changes to its governance structure and the type of changes that are made. Lo 

et al. (2010) demonstrated that the percentage of shares held by the largest shareholder do 

not have a significant impact on the extent of price manipulations in related party sales 

transactions. This broader ownership base and larger market capitalization mean that 

Anglo-Saxon markets are more liquid and that shareholders can more potently exercise 
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their voice (Royer et al., 2008). According to the literature, the most important corporate 

blockholders are: 

 

 Family Ownership: This form of ownership is common in emerging economies. 

Family ownership structures are referred to as insider systems. Family control 

represents a distinctive class of investors in that they hold little diversified 

portfolios, are long-term investors, and often hold senior management positions, 

which places them in a unique position to influence and monitor the firm (Shleifer 

and Vishny, 1997). These individuals or groups often manage, control or strongly 

influence the way that a company is run (CIPE, 2002). Claessens and Fun (2002), 

Goergen et al. (2008), Rajagopalan and Zhang (2008) and Aguilera et al. (2011), 

among others, advocate that this type of structure influences the mechanisms of 

CG. Voting rights owned by the family are frequently higher than the family’s 

cash flow rights in the firm. Family members can be in top management positions 

and may disregard minority shareholders’ interests. The family can own the 

majority of the company shares and voting rights, but in some cases, certain 

shares have no voting rights at all. In this case, they use proxy votes and voting 

trusts, stock pyramids and cross-shareholdings. The executive compensation 

package is of little relevance if managers hold an important stake of their wealth 

in the company. The disclosure is likely to be lower as a consequence of a lower 

need for financing through the capital market. The extremely high ownership 

concentration makes hostile takeovers and leveraged buyouts unlikely to occur. 

The features of family controlled firms are quasi similar, independent of the 

country in which they are implicated. This characterization is also supported by 

Maury (2006), who pointed out that active family control (in which the family 

holds at least one of the top two officer positions) is associated with higher 

profitability when compared to nonfamily firms, whereas passive family control 

does not affect profitability even in different legal regimes. Active and passive 

family control is associated with higher firm valuations, but the premium is 

mainly due to economies with high shareholder protection. The benefit from 

family control occurs in non-majority held firms. The family control lowers 
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agency problems between owners and managers, but gives rise to conflicts 

between the family and minority shareholders when shareholder protection is low 

and control is high. 

 

 Bank Ownership: The prominent role of banks can be attributed to four factors: 

1) importance of bank credit in corporate finance, particularly for capital-

intensive manufacturing; 2) significant direct share ownership by banks in non-

financial companies; 3) proxy voting by banks on behalf of customers who leave 

their shares on deposit with them; and 4) nomination of bank managers as 

directors to the supervisory boards of non-financial companies (Vitols, 2005). 

Aguilera et al. (2011) demonstrate that bank ownership affects the CG in a 

number of ways. First, the role of the board is likely to be less focused on 

monitoring and more focused on the provision of resources. Second, bank’s high 

monitoring is likely to reduce the importance of executive incentives to achieve 

alignment of their interests. Third, disclosure to outside investors is typically 

linked to the need for external financing. In this sense, firms with a strong bank 

relationship are more likely to depend less on financing through the stock market 

and have lower disclosure needs. This is underpinned by Rezaee (2009), who 

argues that ownership by banks is centred on highly committed stocks with 

sustainable strategic interest. Goergen et al. (2008) point out that, in Germany, 

even the banks that own only 1.2% of votes have direct and indirect stakes and 

proxy votes. Therefore, as argued by Buck (2003), banks can influence industrial 

firms through their own stocks and those they hold for others. For this reason, 

they have places on supervisory boards. This means that banks have two main 

attributes. One relies on their capability to supply credit or provide sources for 

needed expansion, and the other relies on the fact that they monitor senior 

managers. 

 

 Institutional Ownership: Institutional ownership is usually represented by mutual 

funds and the pension fund industry. They are more active in the Anglo-American 

countries than in Continental Europe. Pension funds, mutual funds and insurance 
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companies often buy large stakes in corporations and may take an active role in 

monitoring management (Becht et al., 2005). Aguilera et al. (2011) show that 

institutional investors following a short-term investment strategy are much less 

likely to operate as active monitors or to instigate significant changes in the CG 

dynamics of the firms in which they invest. Additionally, as demonstrated by 

Firth et al. (2006), the private blockholder is usually a private firm, although some 

are private individuals and others are private institutions. These investors have 

representation on the board of directors, and they aim to maximize stock prices. 

Analyzing the impact of institutional ownership, Demiralp et al. (2011) show that 

institutional investors, besides having an informational advantage, have a 

monitoring role as well, and this may also lead to a positive relationship between 

institutional ownership characteristics and post-issue performance. Operating 

performance improvements are also related to institutional monitoring in the first 

three years following the equity issue. Although investors may be concerned 

about the free cash flow problem, the adverse impact on share price is 

substantially mitigated by the presence of certain institutional ownership 

characteristics. 

 

 State Ownership: Despite the privatisation of public firms that occurred in 

Europe and Asia in some listed companies, the state is still one of the largest 

shareholders. Thus, the importance of public authorities is crucial for the 

performance and the decision making of the firm (cf. Claessens and Fun, 2002; 

Goergen et al., 2008; Rajagopalan and Zhang, 2008). Following this, Buck (2003) 

argues that the state’s new role as a public shareholder in privatized corporations 

is an important stimulant for changes in CG practices worldwide, even in 

emerging markets. Another view is presented by Aguilera et al. (2011), who show 

that, in terms of CG, state ownership is more likely to strongly focus on a 

stakeholder approach to CG than a shareholder approach. In terms of the board 

composition, this represents the inclusion of politicians and employee 

representatives. This is likely to reduce the monitoring role of the board and to 

enforce their advisory role. State-owned firms are likely to have other objectives 
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beyond financial performance (e.g. long-term growth), which are likely to 

influence the sensitivity of the executive compensation to financial performance. 

Disclosure is unlikely to be higher than in firms without state ownership, given 

their access to private information and reduced need to rely on the capital market. 

According to Firth et al. (2006), firms that have a State agency as the major 

shareholder do not appear to use performance-related pay. 

 

 Due to information asymmetry, it is in the best interest of shareholders to have 

aligned interests with other internal CG actors (Kim et al., 2007). The role of ownership 

structure as a firm-level governance variable may be affected and also has an effect over 

other internal CG actors who are running the business (i.e. a large owner might use his or 

her power and influence to create independent boards for delegated monitoring; 

alternatively, a large owner might use his or her power to appoint managers and directors 

aligned with the owner). This assumption is also supported by Chen and Al-Najjar 

(2011), who found that both supervisory board size and state ownership have a robust 

negative impact on board independence. As discussed in the first topic of the present 

document, to overcome this obstacle, good CG practices should be supported on 

important elements such as equality, transparency, accountability and responsibility, and 

a good relationship and a two-way information flow among the major stakeholders are 

also needed (Figure 5). 

 

 
Source: IRGR (2010). 

Figure 5 – Major Groups of Stakeholders 
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 In this context, the need for a relationship based on transparency and confidence 

among stakeholders is omnipresent. In fact, by improving the relationship among the 

main stakeholders, companies can establish an effective and transparent flow of 

communication and thus reduce uncertainties and create stronger bonds, resulting in a 

greater feeling of mutual trust, which is becoming increasingly important and appreciated 

by the market (IRGR, 2010). Following this, in the next section we will discuss the 

relevance of directors and managers, who lead the company in day-to-day business 

activities and are the ultimate decision makers. 

 

 

2.3. Directors and Managers 

 

Researchers have been focused on the role of the board of directors and its role in adding 

value to the firm. The board of directors, at the apex of internal control systems, is 

responsible for advising and monitoring management and hiring/firing and compensating 

the senior management team (Jensen, 1993). By definition, boards are the internal 

governing mechanism that shapes firm governance, given their direct access to the two 

other axes in the CG triangle: managers and shareholders (Aguilera et al., 2011). In fact, 

within a firm, the board of directors is the primary mechanism that influences the degree 

to which management represents shareholders’ interests (Denis, 2001). As stated by 

Becht et al. (2005), many corporate charters require shareholders to elect a board of 

directors, whose mission is to select the CEO, monitor management, and vote on 

important decisions such as mergers and acquisitions, changes in remuneration of the 

CEO, and changes in the firm’s capital structure such as stock repurchases or new debt 

issues, etc.. Nelson (2005) pointed out that shareholders appear to be primarily concerned 

with performance and are more likely to vote to increase the power of the boards of 

directors of better-performing firms, while the boards of poorly performing firms are 

much more likely to initiate governance changes, such as poison pills, which circumvent 

shareholder approval. Figure 6 illustrates the importance of the board of directors in CG 

practices. 
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Source: IFC (2009). 
Figure 6 – Importance of the Board of Directors in Corporate Governance  

 

 As mentioned previously, the board of directors is elected by the shareholders, 

and its job is to hire, fire, compensate and advise top management on behalf of those 

shareholders (Denis, 2001). Directors are generally divided into two groups: (1) inside 

directors, who are full-time employees of the respective firms, and (2) outside directors, 

whose primary employment is not in the firm (Aguilera et al., 2011). 

 Bank board composition and size are related to directors’ ability to monitor and 

advise management (Andres and Vallelado, 2008; Goergen et al., 2008; Bruno and 

Claessens, 2010). Following Denis (2001) and Gillan (2006), the board size and structure 

are endogenously determined. The typical form includes some combination of reducing 

board size, increasing the relative proportion of outside directors (directors who have no 

business or personal tie whatsoever to firm management), assigning only those outside 

directors in tasks such as nominating new directors and setting executive compensation 

plans, separating the positions of chief executive officer and chairperson of the board, 

and requiring that board members own stock in the firm.  

 Jensen (1993) suggests that the board will be less efficient and less effective in 

monitoring management when the CEO is also the chair of the board. Consistent with 

this, Lo et al. (2010) pointed out that firms with a board that has a higher percentage of 

independent directors or a lower percentage of “parent” directors (i.e. directors who are 

representatives of the parent companies of the listed firms), or have different people 

occupying the chair and CEO positions, or have financial experts on their audit 

committees, are less likely to engage in transfer pricing manipulations and, in doing so, 
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they improve the monitoring effects of the board of directors. Management may have a 

strong financial reporting incentive to shift income inward to maximize their 

performance-linked bonuses or to avoid losses (Lo et al., 2010). Following this, 

ownership concentration and board independence are negatively related (Kim et al., 

2007). In some cases, due to the CEO’s influence over the board, directors might as well 

have an incentive to go along with the CEO’s pay arrangement. As stated by Ozeturk 

(2005: 261): 

 

“[...] a CEO with an unknown ability is hired by the board to run a firm. The firm’s 
final value depends on CEO’s ability, CEO’s unobservable effort and some firm level 
risk factor. Upon hiring the CEO, the board gathers information on CEO’s ability and 
uses this information to design the CEO’s incentive compensation. The CEO then 
allocates the company resources between projects that maximize shareholder value and 
those projects which create benefits (perks) only for himself/herself and possibly for the 
board [...].The board derives utility from CEO’s perks as the degree of the board’s lack 
of independence. Since the board also benefits from CEO’s perks, its incentives in 
gathering information (monitoring) and setting incentive pay are not aligned with the 
shareholders. board’s monitoring intensity and the equilibrium pay-performance 
sensitivity of CEO’s pay are increasing in board’s independence from the CEO [...]., a 
better governed firm corresponds to the one with a board less dependent on the CEO ... 
The optimal contracting view of executive compensation recognizes that managers 
suffer from an agency problem and do not automatically seek to maximize shareholder 
value. In this commonly accepted view, the board of directors, working in shareholders’ 
interest, provides the correct incentives to the manager by way of designing managerial 
compensation [...]”. 

 
 

 From this perspective, directors and managers have a duty to run the business 

successfully, add value to the firm and maximize shareholder profit. In setting the main 

objectives of the company, they should also take into consideration the role of key 

players (i.e. shareholders, employees, suppliers and customers). The board is tasked with 

holding a balance between performance (entrepreneurship, risk-taking and financial 

success) and conformance (prudent control), short-term local demands (e.g. risk 

management, control and oversight of performance), and long-term, national and 

international trends and competition (strategic thinking) (Serretta et al., 2011). They 

should also ensure transparency in matters which affect all stakeholders. 
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2.4. Employees 

 

The role of the employees in a firm is important in examining and comparing models of 

CG practices from different countries. In some Continental European CG systems, 

employee representation on the supervisory board is legally required. Fauver and Fuerst 

(2006) argue that such representation of labor on corporate boards provides not only the 

monitoring of managers who shirk their responsibilities, take perks or receive excessive 

salaries, but the highest levels of the superior operational information, and improves the 

board’s decision-making processes, especially in industries that require more intense 

coordination and information-sharing activities.  

 Employees may be characterized as hybrid stakeholders, as they are a mix of 

residual risk bearers and input suppliers of strategically highly relevant resources, and 

that ways of articulating the employee voice is a key element of gaining a competitive 

advantage (Royer et al., 2008). According to Monks and Minow (2008), employees are 

frequently faced with a choice between performing the job to maximize benefits for the 

company or performing it to benefit themselves. Therefore, employee voice is a key 

element in gaining a competitive advantage (Royer et al., 2008). On the other hand, the 

labor voice derived from equity ownership has a negative impact on shareholder value 

maximization, firm performance and investment decisions. In labor-controlled publicly 

traded firms, labor uses its CG voice to maximize the combined value of its contractual 

(salary) and residual (equity) claims (Faleye et al., 2006). In fact, employees have a 

strategic role when implementing privatization or restructuring because of their incentive 

to resist (i.e. they want to acquire the company themselves or at least prevent its sale to 

outsiders). As a result, the process becomes protracted and more costly, causing a 

decrease in the company’s value, which in turn may render the privatization futile (Gal 

and Yaari, 2006). Following this, several attempts have been made to clarify employees’ 

roles in terms of CG. The Employee Stock Ownership Plan (ESOP) is the modern 

American effort to enable employees to acquire meaningful ownership interest in the 

firms in which they work. The problem is that the employees own the stock, but it is the 

executive who appoints the trustees. As long as the executives decide who will have the 

lucrative jobs of administering the ESOP, the employees will not be able to exercise the 



- 42 - 
 

kind of independent oversight necessary for effective governance (Monks and Minow, 

2008). Following this, it should be underscored that employees who work where their 

rights and needs are respected tend to be more productive, delivering higher quality work 

than those who are routinely mistreated (UN, 2010). 

 

 

2.5. Consumers, Suppliers, Creditors, Competitors and Community 

 

As discussed previously, “good” CG takes into account the needs of the broad network of 

business actors, including not only shareowners, but also external corporate participants, 

such as: customers, suppliers, creditors and communities. Not only customers, suppliers, 

creditors, competitors and the broader community are becoming more vocal and active in 

seeking improved behavior on the part of corporations (Clement 2005), but competitive 

advantage from an economic perspective may be garnered by establishing this broader 

conceptualization of stakeholders of the firm (Royer et al., 2008). If stakeholders are 

adversely affected by a company’s actions, shareowner value will suffer. Therefore, these 

groups’ needs are increasingly interconnected (IFC, 2009). Table 1 shows briefly the 

concerns of each one of the external stakeholder groups. 
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Stakeholder Major Concerns 

Customers 

 

 Product safety and content 
 Advertising practices 
 Brand equity 
 Trade-off between product/service price and 
 Environmental and social aspects 
 

Creditors 

 
 Financial returns 
 Good Corporate Governance 
 

Competitors 

 
 Good reputation 
 Competitive Credibility 
 Differentiation of products/services 
 Segment grew 
 

Community 

 
 Charitable contributions 
 Local employment 
 Impact on environment 
 Political activity and regulatory compliance 
 

Suppliers 

 
 Social and environmental performance 
 Standards for selecting and monitoring suppliers 
 

       Source: Serretta et al. (2009: 195, adap.). 

Table 1 – External Stakeholders and Respective Concerns  

 

 Following Table 1, Shleifer and Vishny (1997) argue that large customers and 

creditors have a similar role to the large shareholders because of their large investments 

in the firm and, thus, they have a very strong incentive for monitoring management. 

Goergen et al. (2008) and Acharya et al. (2011) support this idea by stating that large 

creditors have some control rights and power to monitor and may act as a substitute for 

alternative CG devices. 

 From a competitive point of view, Agrawal and Fuloria (2004) and Chou et al. 

(2011) show that, in many cases, external CG instruments, such as competition in the 

product markets, are more effective than other mechanisms. According to the authors, 

companies that use this type of governance mechanism place themselves in a highly 

competitive position as compared with their traditional counterparts (e.g. customers). 

Moreover, as stated by Allen and Gale (2000) and Januszewski et al. (2002), higher 

productivity grows when firms operate in markets with intense competition. According to 
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the authors, competition and tight control are complements, and this means that the 

positive effects of competition are enhanced by the presence of a strong ultimate owner. 

 The community as a stakeholder is seen in the light of corporate social 

responsibility. The World Business Council for Social Development defines CSR as “the 

continuing commitment by business to behave ethically and contribute to economic 

development while improving the quality of life of the workforce and their families as 

well as of the local community and society at large [...]” (cf. WBCSD, 2011). In many 

cases, to help ensure that their products and processes are in accordance with the firm’s 

environmental standards, companies collaborate with environmentally responsible 

suppliers who supply greener products and materials. Firms also benefit from realizing 

greater cooperation from their communities, and from building political capital that 

proves useful when community decisions may affect the enterprise (Mazurkiewicz, 

2005). 

 Other important stakeholders who affect the long-term performance of a firm are 

suppliers and the community in general. Suppliers can have particular insights into the 

operation of the firm, as they are more aware of the economic and financial prospects of 

the industry (Claessens, 2003; Dietrich and Jindra, 2010). Therefore, suppliers are crucial 

in developing and implementing strategies that generate economic wealth. They are also 

likely to lead to supply disruptions or quality problems (Carrillo, 2007). Following this, 

and according to CIPE (2002), a firm that breaks a contract with a supplier or pays unfair 

prices not only hurts the supplier, but also damages its own reputation as a reliable and 

honest business partner. As a consequence, other suppliers will be reluctant to conduct 

business with this company, thereby jeopardizing the supply of crucial inputs. Moreover, 

firms that switch suppliers based solely on cost considerations may wind up with an 

inferior final product that could jeopardize their overall sales levels and reputation. 

 Due to the corporation’s impact on shareholders’ wealth, the environment, local 

communities, employees, and customers, among others, we can conclude that the 

stakeholder view of CG is very important. Every stakeholder represents part of the nexus 

of implicit and explicit contracts that constitute a firm (Solomon, 2007). As such, they are 

involved in an exchanging relationship, where shareholders’ and stakeholders’ interests 

are compatible, and where both contribute to long-term corporate efficiency and progress 
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(Carrillo, 2007). This idea is also supported by Solomon (2007: 29), who states that “it 

seems increasingly that creating value for stakeholders by business focusing attention on 

maximizing value for local communities, employees and environmental impacts is 

synonymous with creating financial value for shareholders. Ignoring those needs can 

lead to lower financial performance and even corporate failure [...]”. For this reason, the 

most recent challenge to “good” CG is not only to balance the different needs and 

interests of all important stakeholders, but to be accountable to all of them. 
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SYNOPSIS 

 

As mentioned throughout this second topic, considerable empirical and theoretical 

research has been focused on the importance of stakeholders in a firm’s long-term 

performance. As discussed herein, companies that possess CG features such as “taking 

care” of all stakeholders’ needs and interests (including not only shareholders but also 

boards of directors, managers, employees, suppliers, creditors, customers, and the local 

and international community) are more likely to outperform their competitors. In fact, as 

highlighted in this second topic, a solid understanding of all firms’ actors is crucial to the 

economic wealth of the firm. In particular, “good” CG practice means reconciling the 

interests of all stakeholders. In doing so, firms are able to better protect the interests of 

their owners and meet or exceed economic and environmental standards. Following this, 

the purpose of this topic was to evidence the most recent views on the role each 

stakeholder adds to a firm’s value and how the firm reciprocally reflects its impact on 

them. Regardless of the different types of ownership structure, which can be family 

ownership, bank ownership, institutional ownership and state ownership, they differ in 

nature and in the influence they have on the firm. From this perspective, each 

stakeholder’s interests seem very important in CG, and corporate managers and directors 

have the duty to run the business successfully and add value to the firm by maximizing 

their goals. They also have to set up strategies that are capable of protecting shareholders’ 

interests. Managers, on the other hand, have the obligation to align the behavior of all 

firm participants with the best interests of the owners. Furthermore, as discussed in this 

topic, other stakeholder groups with different concerns in the firm seem to be more 

prominent nowadays, and mechanisms of CG now have the obligation to protect and 

balance the interests of all stakeholder groups with the best interests of the firm and 

society. Based on the above reasoning, our research will continue highlighting the 

importance of the legal environment in imposing different constraints on firm participants 

and reducing opportunistic behaviors. In so doing, firms can avoid penalties or losses in 

profitability, and this goal supports the search for new ways of conducting business and 

highlights the need for codes of best practices. 



- 47 - 
 

3. CORPORATE LAW AND REGULATION 

 

orporate law and regulation play an important role in the analysis of 

corporate practices worldwide. As such, this third topic aims to discuss how 

stakeholders affect or may be affected by corporate law and regulation. 

From a benchmarking perspective, this topic presents an overview of the 

most important features of regulatory practices, different legal and regulation systems, 

and international codes of best practices. The analysis of these issues is paramount in 

understanding how different legal and regulatory systems shape different national 

dimensions of CG models and how they change in cases of economic difficulties. 

 

 

3.1. Systems of Corporate Law and Regulation  

 

The legal and regulatory environment is integrally related to CG due to constraints 

imposed on firms by law (Gillan, 2006). In every country, corporate law and regulation 

deal with different kinds of potential CG conflicts of interest, such as the conflicts 

between managers and shareholders, controlling shareholders and minority shareholders, 

and shareholders and managers, with other corporate actors such as employees or debt-

holders (Aguilera and Jackson, 2003). Therefore, corporate law and regulation can 

directly affect the linkage of the interests of management and shareholders. From this 

premise, regulation may be seen as an internal monitoring mechanism that reduces the 

impact of managerial decisions on shareholder wealth (Booth et al., 2002).  

 Defining a good legal pattern is central to understanding that firms with better 

shareholder protections raise more funds from potential shareholders than others firms 

(Bruno and Claessens, 2010). In fact, legal systems and law not only protect the 

investors, but also give them power and residual control rights (e.g. voting rights, 

reorganization and liquidation rights, disclosure and accounting rules, the receipt of 

dividends on pro-rata terms, votes for directors, participation in shareholder meetings, 

subscription to new issues of securities on the same terms as insiders, and the ability to 

sue directors or the majority for suspected expropriation and to schedule extraordinary 

CC
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shareholder meetings). Firms can improve investor protection rights by increasing 

disclosure, selecting well-functioning and independent boards, imposing disciplinary 

mechanisms to prevent mismanagement, and controlling shareholders from engaging in 

expropriation of minority shareholders. The degree of firm-level governance is strongly 

related to country-level measures of investor protection (i.e., firms with large needs for 

outside financing have more incentive to adopt better governance practices in order to 

lower their cost of capital) (Klapper and Love, 2004).  

 Chen et al. (2009) argue that legal protection of minority shareholders includes 

both the rights prescribed by laws and regulations and the effectiveness of enforcement. 

Diverse elements of countries’ financial systems, such as capital markets, the pace of new 

securities issues, corporate ownership structures, dividend policies, and the efficiency of 

investment allocation, appear to be explained by how well laws protect outside investors 

(La Porta et al., 2000). Furthermore, Chen et al. (2009) show that the association between 

firm-level CG and the cost of equity capital is stronger in markets that have weak legal 

protection of investors than in markets that have strong legal protection of investors. 

Moreover, the premium price paid by institutional investors from around the world is 

higher in countries with weak legal protection of investors. There is consensus between 

all international bodies working on CG that regulations are not uniform across the world, 

and implementation, domestic circumstances and priorities should be taken into account 

(Yuksel, 2008; Aguilera and Jackson 2010).  

 Different legal jurisdictions impose a diverse array of constraints to reduce (or to 

enhance) opportunism among the multiple constituencies of the firm (Aguilera and 

Jackson, 2010). Due to political and economic development, countries have made 

changes to their corporate legislation over the years (Martynova and Renneboog, 2011). 

Whilst substantial changes have been reported in different countries, there seems to exist 

two distinct legal groups of CG: common law and civil law. The former is based on 

jurisprudence and is commonly associated with Anglo-American countries; the latter is 

based on codes and is commonly associated with Continental Europe (Aguilera and 

Jackson, 2010). La Porta et al. (2000: 9) recognize these differences by stating that: 

 

“Legal rules in the common law system are usually made by judges, based on 
precedents and inspired by general principles such as fiduciary duty or fairness. Judges 
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are expected to rule on new situations by applying these general principles even when 
specific conduct has not yet been described or prohibited in the statutes [...]. The 
expansion of legal precedents to additional violations of fiduciary duty, and the fear of 
such expansion, limit the expropriation by the insiders in common law countries. In 
contrast, laws in civil law systems are made by legislatures, and judges are not 
supposed to go beyond the statutes [...]. As a consequence, a corporate insider who 
finds a way not explicitly forbidden by the statutes to expropriate outside investors can 
proceed without fear of an adverse judicial ruling. Moreover, in civil law countries, 
courts do not intervene in self-dealing transactions as long as these have a plausible 
business purpose [...] the judges have an inclination to protect the outside investors 
rather than the insiders [...]”.  

 

 Several authors (e.g. La Porta et al., 2000; Farolfi and Ciani, 2007; Martynova 

and Renneboog, 2011) agree on the fact that in the U.S. (shareholder-based system), the 

main objective of corporate law is to protect corporate investors from being expropriated 

by the firm’s management. In contrast, in the systems prevailing in most European and 

Asian countries (stakeholder-based systems), the expropriation of investors by 

management is typically prevented via monitoring by the firm’s large shareholders, 

creditors or employees such that there is less need to address the problem at the 

regulatory level. For this reason, common-law grants higher minority shareholders rights 

encouraging dispersed ownership through developed and deep financial markets, and a 

better environment for self-regulation, while civil law offers weak minority shareholder 

rights and hence discourages ownership dispersion. 

 According to La Porta et al. (2000) and Klapper and Love (2004), among others, 

cross-countries differences in laws and their enforcement affect the ownership of firms 

(i.e. firms in countries with poor investor protection may need concentrated control on 

the other side, and better minority shareholder protection is associated with higher 

dividend payouts). Kim et al. (2007) argue that countries with strong shareholder 

protection rights have firms with lower ownership concentrations and with more 

independent directors, dividend payouts availability and cost of external finance and 

market valuations. From this point of view, La Porta et al. (2000) show that the legal 

environment shapes the value of the private benefits of control and, thereby, determines 

the equilibrium of ownership structures. Even in family controlled firms, as in Japan and 

China, which are typically managed by family members, managers appear to be kept on a 

tighter leash. Law and regulation have an impact on the development of financial 

markets, namely in terms of bank lending development, market equity, number of listed 
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firms, and the rate at which firms go public). Through its effect on financial markets, 

investor protection influences economy. Countries with better shareholder protection 

have higher Tobin’s Q than do firms in countries with inferior protection. Consistent with 

this, Klapper and Love (2004) show that in countries with weaker legal systems, better 

CG is highly correlated with better operating performance (ROA) and higher Tobin’s Q 

and market valuation. However, Bruno and Claessens (2010) argue that there are explicit 

and implicit costs associated with formal CG requirements, and therefore stronger legal 

protection does not necessarily increase performance. From this premise, one can assume 

that the discussion on the impacts of corporate law and regulation on CG practices is yet 

speculative, and the best thing to do is follow codes of best practices. 

 

 

 3.2. Codes of Best Practices 

 

CG quality can be an important driver of shareholder value, and companies with strong 

governance systems have outperformed peers in a wide range of settings (Shivdasani and 

Zenner, 2002). As discussed in the previous two topics, many researchers have 

highlighted common themes on CG topics. However, they cannot be applicable to all 

types of companies and/or in all circumstances. They should serve as recommendations 

companies should consider when setting up strategies and policies that have a positive 

effect on the long-term value of shareholders. 

 Several empirical studies argue that some of the most important features in terms 

of law and regulation, which are the pillars of “good” CG practices, are as follows: 

  

 Boards must be independent: Several empirical studies (e.g. Booth et al., 2002) 

argue that effective monitoring of independent directors is not only important for 

monitoring the management, but also providing relevant complementary 

knowledge. Independent boards help companies in making better specific 

decisions which are more beneficial to shareholders. Board independence is 

mainly driven by regulation (Chen and Al-Najjar, 2011), and companies adopting 

good CG practices in the form of independent boards perform better in any legal 
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regime (Bruno and Claessens, 2010). Shareholder protection rights and firms’ 

board independence are positively related, and countries with strong shareholder 

protection rights have firms with lower ownership concentrations and with more 

independent directors. In fact, ownership concentration and board independence 

are negatively related (Kim et al., 2007). This means that firms are less likely to 

engage in transfer pricing manipulations if they have a higher percentage of 

independent directors or a lower percentage of “parent” directors (directors who 

are representative of the parent companies of the listed firms) (Ozeturk, 2005; Lo 

et al., 2010). 

 

 Duality of chairman and CEO: When the CEO also serves as board chair, the 

organization concentrates management’s power and board leadership in one 

person’s hands (Booth et al., 2002). This duality allows CEOs to exert more 

power over decision practices and permits them to have information control. 

Firms are less likely to engage in transfer pricing manipulations if they have 

different people occupying the chair and CEO positions (Lo et al., 2010). As 

such, the duality of the roles of CEO and chairperson of the board is associated 

with lower levels of mandatory disclosure (Bassett et al., 2007). Another point of 

view defends the collusion between the board of directors and management. The 

collusion alleviates the costs associated with the failure to commit to not firing a 

bad manager if his personal firing cost is relatively high. The possibility of 

collusion reduces the compensation required by the manager (Beetsma et al., 

2000). 

  

 Board meetings: These serve as an exchange of information on firm performance, 

policies and strategies between executives and directors, allowing for better 

communication.  

 
 The boards size, structure and performance of multiple seat members of the 

board: There is an inverted “u-shaped” relationship between bank performance 

and board size (i.e. adding new directors is positively linked to bank performance 
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and indicates better that managers are monitoring and advising, but when the 

number of directors reaches 19, Tobin’s Q starts to diminish) (Andres and 

Vallelado, 2008). Furthermore, board composition and size are related to 

directors’ ability to monitor and advise management, and a larger and not 

excessively independent board might prove more efficient in monitoring and 

advising functions and create more value. Board size is positively associated with 

supervisory board size, firm size, firm value and firm financial performance 

(Chen and Al-Najjar, 2011). The number of external supervisory board positions 

that a supervisory board member may hold should be limited to five in order to 

strengthen the independence of supervisory board members. Also, a supervisory 

board member should not hold office in or represent other companies that are in 

competition with his or her company (Goergen et al., 2008). Inside directors are 

less effective as monitors of management than are outside directors (i.e. they 

make better acquisition-related decisions) (Denis, 2001). Firms are less likely to 

engage in transfer pricing manipulations if they have financial experts on their 

audit committees (Lo et al., 2010). 

 

 Institutional shareholders: By monitoring managers, institutional investors have 

the ability to prevent value-dissipating activities within a firm. There is a greater 

improvement in operating performance among firms that have higher average 

total and active institutional ownership and concentration of ownership (Demiralp 

et al., 2011). 

 

 Director’s compensation and CEO’s stocks and options holdings as 

compensation: When directors have considerable holdings in a company’s stock, 

their decision impacts their own wealth because the incentives of managers and 

shareholders are aligned (Booth et al., 2002). There is a positive relationship 

between CEO compensation and firm performance measured by return on equity. 

The size of the firm seems to be the most significant factor in determining the 

level of total CEO compensation (the larger the firm, the more complex it is to 

operate, which means top skills), but also the tenure of the chief executive officer 
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is another significant variable (a CEO acquires more knowledge over time and 

attains more power over the compensation committee) (Sigler, 2011). CEO pay is 

inefficient in firms where the state is the controlling shareholder because it is 

insensitive to market-based performance but consistent with the efforts of 

controlling shareholders to maximize their private benefit (Cao et al., 2011). 

 

 Antitakeover measures: These may help entrench managers in some cases; they 

can also benefit shareholders by giving independent boards’ increased bargaining 

power (Shivdasani and Zenner, 2002). 

Although this set of guidelines can be the starting point for shaping “good” CG, the 

collapse of important companies in the past and in the recent economic crisis has shown 

that these guidelines are not enough, namely because institutional contexts and 

governance actors are constantly changing (Aguilera and Jackson, 2010). 

 

 

3.3. Supra-national Corporate Codes  

 

CG regulations across the world recognize that nowadays companies operate globally 

(i.e. companies have to comply with the developing standards of the market) (Aguilera 

and Jackson, 2010), and due to the financial crisis, there have been attempts to set up 

supra-national governance codes. These universal standards represent common important 

features of “good” CG. These attempts have been made by institutions such as OECD.  

 As previously discussed, the OECD principles suggest that a good CG framework 

should protect shareholders’ rights; ensure the equitable treatment of all shareholders, 

including minority and foreign shareholders; recognize the rights of all stakeholders as 

established by law, and encourage active cooperation between corporations and 

stakeholders in creating wealth, jobs, and the sustainability of financially sound 

enterprises; ensure that timely and accurate disclosure is made on all material matters 

regarding the corporation, including its financial situation, performance, ownership and 

governance; and ensure the strategic guidance of the company, the effective monitoring 

of management by the board, and the board’s accountability to the company and the 
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shareholders. According to Yuksel (2008), proper implementation of CG regulations by 

the companies brings advantages both for companies and countries. 

 Considering the objectives of the present dissertation, in the next subsection we 

discuss the CG practice codes in Central and Eastern Europe. This will allow a better 

contextualization of the Albanian case. 

 

 

3.4.  Corporate Governance Codes in Central and Eastern Europe  

 

Although the research on CG in developing economies is still in its infancy, the literature 

provides a basic framework for analysis. This framework identifies a number of areas in 

which the research has been focused and highlights a number of guidelines for dealing 

with CG problems in these economies (Bruno and Claessens, 2010).  

 CG is playing a prominent role in ex-centralized economies of Central and 

Eastern European countries. Socialist countries had a legal tradition based on Soviet law 

(La Porta et al., 2000), but recently the law of these countries has been changing rapidly. 

At the beginning of the implementation of CG mechanisms, there was debate on the 

choice between Continental and Anglo-American models, because it is not possible to 

“copy” an entire model into the Central and Eastern Europe context. This observation can 

be easily explained if we consider that the appropriate model depends on the country’s 

history, culture, political and economic development (McCarthy and Puffer, 2002). 

Nevertheless, CG practices in these countries generally share some important features, 

such as weak legal and company law systems. For this reason, the average firm-level CG 

is lower, and firm-level CG provisions matter more in countries with weak legal 

environments (Klapper and Love, 2004).  

 In this region, the stock market is poorly developed. Thus, active shareholder 

monitoring is one of the most important priorities of CG. These countries have both a 

larger sector of state-owned enterprises and a growing private sector, which faces 

different governance problems. Ownership tends to be concentrated (Buck, 2003). 

“Concentrated owners”, who cannot rely on other institutions and arrangements designed 

to monitor and discipline managerial performance, have both the power and the incentive 
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to do this themselves. From this premise, although the separation of ownership and 

management is common, agency problems are likely to be tempered by direct 

involvement of owners in many important decisions and daily monitoring. Due to 

different methods of privatization that firms have chosen to implement, there have been 

different CG structures (Klapper et al., 2006), which provide different combinations of 

owners’ and creditors’ rights and managerial incentives and autonomy. In many cases, 

firms in these countries have chosen to voluntarily allow the use of self-regulation 

provisions such as cumulative voting and proxy by mail, although not prescribed by 

company law or the commercial code of these countries. They do so to make themselves 

more attractive to large, minority shareholders (Klapper et al., 2006). Following this, we 

can conclude that despite similarities in CG mechanisms in Eastern Countries, cross-

country variation will induce different corporate governance patterns and distinct 

relationships between shareholders and management. Despite all the achieved changes 

and improvements, there is still more to be done in terms of complying with and 

enforcing corporate law and regulation. The quality of legal rules will help firms in those 

countries to move faster towards a free market economy and to attract powerful investors 

outside this region. Highlighting what happened in ex-socialist countries will be the basis 

of a comparison with the Albanian situation and will help us in understanding the 

peculiar CG transformations that managers are facing in this dynamic and complex 

environment. 
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SYNOPSIS 

 

This topic highlighted the importance of law and regulation as CG mechanisms. The 

quality of legal rules determines the shape of the ownership concentration structure of the 

firm and, in many cases, assumes a monitoring role. As discussed along the topic, law 

and regulation can also be used to stabilize the market and increase investors’ confidence 

by providing the highest level of disclosure. As the literature emphasizes, there are two 

main types of legal systems: common law (associated with Anglo-American countries, 

this system grants higher minority shareholders’ rights, encouraging dispersed ownership 

through developed financial markets) and civil law (associated with Continental Europe, 

this system offers weak minority shareholders’ rights and discourages ownership 

dispersion). Regardless of the distinct types of legal systems, there is a general consensus 

that they should take into account differences in cultural, historical and legal 

environments. More specifically, it was observed that researchers assert the idea that 

some of the most important features in terms of law and regulation, which are the pillars 

of “good” CG practices, include: independent boards, duality of chairman and CEO, 

board meetings, board size, structure and performance of multiple board seat members, 

institutional shareholders, director’s compensation and CEO’s stock and options holdings 

as compensation. Nevertheless, the collapse of important companies in the past and in the 

recent economic crisis has shown that these guidelines are not enough. Following this, 

international institutions, such as the OECD, have imposed some common principles 

which supposedly help countries in creating confident legal environments for all 

stakeholders. In this sense, this topic has also analyzed the characteristics of CG in 

Central and Eastern European regions. Improving the use and enforcement of “good” CG 

practices will lead to higher foreign investment and soft passage towards a modern 

economy. We believe that Albania, as an ex-centralised economy, will show common 

features of regulation practices of this region and, due to its national characteristics, will 

adopt its own transformation of CG patterns even in difficult economic situations. In the 

next topic, a complementary discussion on ethics and social responsibility as supporting 

elements of “good” CG practices will be presented. This will be important to understand 

the link between law and regulation and ethics and social responsibility. 



- 57 - 
 

4. ETHICS AND SOCIAL RESPONSIBILITY 

 

orporate social responsibility (CSR) is seen as a competitive advantage 

strategy used by companies with a long-term impact on the financial 

performance of the firm in both local and international markets. This topic 

is meant to allow for a better understanding of how to take CSR into 

consideration when firm policy and decision making are developed. From this premise, 

this topic presents an overview of theoretical aspects and frameworks, trends fostering 

the development of CSR, and social expectations and values. 

 

 

4.1. Theoretical Aspects and Frameworks 

 

There are two main distinct points of view within the literature on CSR: (1) a neo-

classical view of the firm, which enlightens self-interest (i.e. achieve maximization of 

shareholder wealth) and a belief that the only social responsibilities to be adopted by 

business are the provision of employment and payment of taxes (i.e. underlying moral or 

ethical imperative) (cf. Friedman, 1962); and (2) a modern view of the firm, which 

identifies a widespread range of reasons highlighting the importance of undertaking 

different forms of CSR.  

 In a wide-ranging view, Moir (2001) identifies three further approaches: (1) the 

stakeholder theory, which establishes that CSR leads corporations to refocus their 

strategic goals from the maximization of shareholder value to the maximization of the 

goals of a broader set of stakeholders and which serves as an instrument to minimize 

conflicts with stakeholders (Becchetti et al., 2011); (2) the legitimacy theory, which is 

based on the idea that there is a social contract between business and society in which 

society allows the company to operate as long as it responds to demands from society in 

accordance with society’s norms and values (Farache and Perks, 2010); and (3) the social 

activist theory, which represents stakeholders’ welfare as an expression of their ideal or 

rational interests.  

C 
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 According to Moir (2001) and Williams and Aguilera (2008), only recently firms 

have begun to exhibit concerns in terms of CSR’s impact on their strategic management 

and stakeholder social reporting. In fact, corporations are more and more involved in 

using CRS as a core component of strategy (Becchetti et al., 2011). One of the reasons in 

support of this evidence is related to the fact that employees, managers, consumers, 

nations and non-governmental organizations are increasingly pressuring firms to engage 

in CSR (Aguilera et al., 2006). In particular, they require information for decision 

making and accountability purposes (Solomon, 2007; Chen, 2011; Pop et al., 2011).  

 During the years, there have been many attempts to define CSR. Depending on 

the way researchers or organizational bodies define CSR, in order to specify the role of 

business in a society, one can assume that it takes on different meanings. CSR is a form 

of a corporate self-regulation mechanism and/or a business model by which firm 

monitors ensure its compliance with the law, ethical standards and international norms 

(Pop et al., 2011). According to Garay and Font (2012: 329), CSR presents “a complex 

term broadly defined as the active and (sometimes) voluntary contribution of enterprise 

to environmental, social and economic improvements [...]”. Notwithstanding the fact that 

there is no universally accepted definition of CSR, many agree on common dimensions 

regarding CSR quotations (e.g. Dahlsrud, 2006; Scott, 2007; Van Dijken, 2007; 

Fernández and Souto, 2009), namely in terms of: (1) responsibility and commitment of 

the firm to the community and society, including policies in protection of the 

environment; (2) promoting democracy and citizenship; (3) reducing inequality between 

rich and poor and contributing to economic development (e.g. reducing poverty); (4) 

defending and promoting stakeholders’ rights (e.g. employee rights and working 

conditions); and (5) ethical behavior not prescribed by law (e.g. charities and donations 

to organizations).  

 It has been overwhelmingly proven that there are many reasons why firms choose 

to implement CSR. First of all, companies, as social entities and part of society, have 

obligations and benefits linked to all of the firm’s legitimate stakeholders. Therefore, 

firms undertake CSR programs to demonstrate that their actions are desirable, proper and 

appropriate (Gyves and O’Higgins, 2008). Furthermore, “CSR should not be viewed as 

an additional extra to complement core business activity. For voluntary strategic CSR to 
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generate sustainable mutual benefits it needs to be part of the fabric of the firm, 

incorporated into the value system and value chain of the company. This may also help 

the firm to develop a “personality” in a world of faceless corporations [...]”. (Gyves and 

O’Higgins, 2008: 217).  

 Despite the existing different views of CSR, it seems evident that some authors 

understand it as the availability of investments that improve environmental and social 

performance of the firm as a result of sound financial performance (e.g. stock market risk 

and return) (cf. Scholten, 2008). On the other hand, some authors understand good 

environmental and social performance as a resource for sound financial performance 

because of the efficient use of resources and compliance of employees and other 

stakeholders (cf. Gyves and O’Higgins, 2008; Weber, 2008; Fernández and Souto, 2009; 

Chen, 2011). In both cases, there seems to be a wide range of benefits from the 

implementation of CSR activities in firm strategies. Specifically, these benefits can be 

classified into monetary (i.e. direct financial effects) and non-monetary (i.e. do not 

directly lead to cash flows but can be measured in monetary terms) benefits (Weber, 

2008). Figure 7 illustrates corporate benefits that may arise from CSR implementation. 

 

 

Source: Weber (2008). 
Figure 7 – Corporate Benefits of CSR  

 

 Following Figure 7 and based on the contribution of several authors, such as 

Aguilera et al. (2006), Becker-Olsen et al. (2006), Solomon (2007), Van Dijken (2007), 
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Gyves and O’Higgins (2008), Crowson (2009), Duhé, S. (2009), Fernández and Souto 

(2009), Ammann et al. (2011), Chen (2011), Green and Peloza (2011), Pop et al. (2011) 

and Garay and Font (2012), who investigated the connection between social and financial 

performance, there are six main areas of CSR business benefits: (1) company image and 

reputation as a responsible business, linked to increasing market share and maintenance 

of key personnel, directing investors’ confidence towards CSR, namely because many 

investors consider the manner in which a company manages its social, environmental and 

ethical challenges (i.e. indicators of quality of management); (2) enhanced positive effects 

on employee permanence, motivation, productivity and recruitment; (3) cost savings (e.g. 

redesigning processes with CSR green parameters, reducing waste that often simplifies 

operations and saves money); (4) revenue increases from higher sales and market share 

(e.g. CSR creates emotional, social, and functional value for consumers), thus enhancing 

firm value (i.e. revenue increases can be achieved indirectly through an improved brand 

image or directly e.g., by CSR-driven product or market development or selective 

election by consumers); (5) risk management and reduction (e.g. negative press or 

customer/ NGO boycotts); (6) strengthened company market position and 

competitiveness; and (7) changing relationships all along the value chain, based on trust 

and doing things the right way with suppliers and customers. From this premise, even in 

scenarios of economic adversity, and despite the cost associated with CSR policy 

implementation, CSR may be seen as a fundamental opportunity and/or a tool in 

developing and redefining winning strategies (e.g. innovation, comfortable atmosphere 

and deep internal reflection) and overcoming a turbulent situation (Fernández and Souto, 

2009; Giannarakis and Theotokas, 2011).  

 Based on the discussion presented herein, we can conclude that CSR will be an 

ever-evolving proactive concept and will be influenced by differences in national 

background (Matten and Moon, 2008), stakeholder requirements, customer and emerging 

business needs and ever-changing business environment, which in turn is being faced 

with irresponsible business practices (e.g. the sub-prime lending crisis) (Jones et al., 

2009). Therefore, one can assume that it is important to understand the variables that 

influence the evolution of CSR in the long-term firm’s strategy. From these premises, 

those variables will be presented in the next topic. 
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4.2. Trends Fostering the Development of Corporate Social Responsibility 

 

According to Vogel (2006), the attention given to CSR is fostered by important variables 

such as: (1) Globalization and the expanding role of multinational enterprises. The term 

CSR came into common use in the early 1970s, after many multinational corporations 

(MNCs) were formed (Pop et al., 2011). In particular, due to their spread and increasing 

number, transnational and global companies have an important role within the new model 

of development of a green economy and are a great influence on communities, citizens 

and the environment (Schwab, 2008). All in all, they receive more attention from the 

public than small companies do. As a driving force of globalization and agents of the 

global change process, transnational and global companies have an impact on the world 

economy. This approach to a global CSR strategy used by MNCs serves as a moral agent, 

which sees local resources and stakeholders as partners and co-creators of MNC values, 

thus lowering the need for hierarchical control and the cost of the decision-making 

process (De Chiara and Spena, 2011). The preference of some consumers to reward a 

firm for its social expenditures or the warm glow and altruistic preferences of some 

investors for holding shares in such firms in effect reduces the cost to the firm of its 

social actions (Baron, 2008); (2) CSR can serve as an incentive for managers because, as 

shown by Baron (2008), the compensation system is based both on financial and social 

performance, especially in firms with products whose demand is influenced by social 

expenditures; (3) External pressure from advocacy “groups”: The importance of CSR is 

more and more evidenced by the dramatic growth in the number of institutes, 

nongovernmental organizations (NGOs), mutual funds and online resources and other 

publications that are specialized in encouraging corporations to improve their practices 

according to various responsibility criteria (Aguilera et al., 2006; Bassen et al., 2006). 

Consistent with this, Kolk and Pinkse (2006) show the important role played by the 

media in acting as an ally of powerful stakeholders by voicing their concerns with respect 

to corporate activities. Those groups are driving the corporate behavior by “forcing” them 

to publish and discuss CSR in annual reports (Crowson, 2009). By doing so, CSR could 

also forestall public politics that could lead to additional regulation or restrictions on the 

firm (Baron, 2008), and can avoid a hostile environment created by those groups; (4) 



- 62 - 
 

Corporate scandals. The bankruptcy of Enron, Worldcom, Vivendi, and Parmalat has 

shown their failure to take care of various stakeholder interests, and some of these 

companies have neglected stakeholder demands for a long period of time (e.g. they have 

provided their shareholders with incorrect information about financial results and have 

failed to appropriately address the expectations of some of their stakeholders). In the light 

of the stakeholder view of CSR, many stakeholders did not believe in CSR and in the 

moral duty to account for stakeholder interests. These failures show a case of stakeholder 

mismanagement, which led to the establishment of an environment that can’t support 

continuity (Kolk and Pinkse, 2006; Solomon, 2007). From this perspective, corporations 

are seen as active actors in shaping institutional frameworks (Matten and Moon, 2008) 

and, according to Jones et al. (2009), society demands the implementation of CSR as the 

“new value” attached to a new manner of doing business. 

 

 

4.3. Social Expectations and Values 

 

With the growing use of CSR all over the world, firms are increasingly incorporating 

social strategies and CSR initiatives, providing a positive response to real citizens’ 

demands (Fernández and Souto, 2009). In fact, CSR is becoming a common value, 

promoted not only by all firms independent of their size, but also by universities (e.g. it is 

about helping students find their sense of direction and think beyond individual interests 

to societal interests (Vasilescu et al., 2010)), national and international institutions, and 

agencies such as the World Business Council for Sustainable Development (WBCSD), 

United Nations’ Children’s Fund, and the International Labour Organisation, OECD, etc. 

These agencies have played an increasingly important role in making certain abuses 

public (Van Dijken, 2007). For these reasons, universal standards of CSR are evolving in 

areas such as human rights and adherence to labor rights and contributions to sustainable 

development, the environment (e.g. to impose targets on carbon emissions (Pop et al., 

2011), and anti-corruption (Adeyeye, 2011), among others. In fact, more than 3,000 

companies in approximately 120 countries have signed the UN Global Compact, a 

framework of principles to guide business behavior in these areas (Schwab, 2008).  
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 CSR activities provide local public goods by firms, which can include community 

projects and support, philanthropy, training and educational programs, workers’ rights 

initiatives, environmental abatement and protection, and alternatives to animal testing 

(Baron, 2008). CSR also reflects the need to defend common values and increase the 

sense of solidarity and cohesion (Vasilescu et al., 2010). Consistent with this, Solomon 

(2007), Van Dijken (2007) and Rezaee (2009) argue that CSR can impact “values” by 

reaffirming the need to have codes of conduct and ethical standards in place. From this 

premise, it can be concluded that CSR is an important component of conceptual value 

added and can shape the mission and vision of companies beyond shareholder value 

maximization (Gyves and O’Higgins, 2008). Furthermore, “explicit CSR” (i.e. corporate 

policies that assume and articulate responsibility for some societal interests, rather than 

reflecting either governmental authority or broader formal or informal institutions) is 

spreading globally as a new management concept embraced by CSR (Matten and Moon, 

2008). 

 

 

4.4. Socially Responsible Investment  

 

Not only a growing number of companies have recognized the business benefits of CSR 

policies and practices, but a wide range of studies have also shown that companies have 

faced substantial financial losses as a result of social and environmental problems or 

incidents (cf. Fernández and Souto, 2009). Due to this reputational risk linked to social 

and environmental misbehavior, institutional investors (as influential investors) are 

paying much more attention to their Socially Responsible Investment (SRI), which is 

linked to social, environmental and governance criteria and is often known as ethical 

investment (Solomon, 2007).  

 Mutual funds seek to adequately maximize performance across a portfolio of 

firms by implementing strict social performance criteria for their diversified portfolio, 

affecting their financial performance (Barnett and Salomon, 2006). Investors in the first 

line of such SRI funds avoid investing in companies that produce tobacco, alcohol or 

weapons or are involved in gambling. Others avoid investing in assets that include 
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irresponsible foreign operations, pornography, abortion, workplace conditions, violation 

of human rights, and animal testing. The most common positive screens focus on 

corporate governance, labor relations, the environment, sustainability of investments and 

the stimulation of cultural diversity (Renneboog et al., 2007). In recent years, SRI has 

experienced impressive growth all around the world. Consistent with this, Rezaee (2009) 

indicates that the total assets managed by a socially responsible investing portfolio have 

increased more than fiftyfold in the past two decades in the U.S. With $2.3 trillion in 

assets involved in SRI strategies, institutional investors dominate the SRI universe, and 

there are 200 SRI mutual funds with assets of $179 billion (SIFF, 2010). In 2003, the 

assets of SRI-screened portfolios in Europe totaled around $230 billion, and they 

accounted for about 1% of total assets under professional management in Europe 

(Renneboog et al., 2007). This explosive growth is first attributed to changes in 

regulation regarding the disclosure of social, environmental and ethical information by 

pension funds and listed companies (Solomon, 2007). However, certain types of 

organizations may see growth in SRI because of their mission and their commitment to 

sustainability, or because they employ a workforce with beliefs that are aligned with the 

tenets of SRI or to avoid a “bad” reputation due to the increasing visibility of 

environmental, social and governance issues in the media and public debate (SIF, 2007). 

Barnett and Salomon (2006) pointed out that the relationship between financial and social 

performance is curvilinear, with the strongest financial returns to low and high levels of 

social responsibility, and significantly lower financial returns to moderate levels of social 

responsibility. The global economic crisis has caused the collapse of trust in the capital 

market, and for this reason sustainability and responsibility and disclosure as part of CSR 

are becoming the new pillars of “good” corporate governance practices. According to 

Matten and Moon (2008), in the European model of capitalism, corporations tend to be 

embedded in a network of mutually interlocking owners, among which are banks (one of 

the sectors which caused the recession), and the central focus in the long-term is the 

preservation of influence and power. Following this argument, commitment to CSR 

means rehabilitating corporate image of the market and the involvement of all interested 

stakeholders (Iamandi et al., 2010). Finally, we can conclude by affirming that the 

positive attitudes of business, investors and financial institution towards social 
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responsibility projects is becoming part of “good’ corporate governance practices, and 

may be seen as a long-term intangible asset, linked with reputational risk and an 

opportunity to attract potential foreign investors, which have a particular importance in 

developing economies like Albania. For this reason, we will investigate what changed, 

following the economic crisis, in the CSR commitment to CSR strategic actions that 

Albanian corporations usually have. 
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SYNOPSIS 

 

As previously stated, this topic aimed to analyze the relationship between CSR and CG. 

As such, an overview of theoretical aspects and frameworks, trends fostering the 

development of CSR, and social expectations and values was presented. In the era of 

globalization, with the expanding role of multinational enterprises, the implementation of 

CSR has increased, and this has been fostered by advocacy groups and the media. In 

reaction to this, nowadays firms are increasingly using the stakeholder approach (i.e. 

responsibility to all of the firm’s stakeholders). They choose to behave in a manner that is 

consistent with the law and society’s expectations. In fact, proponents of CSR claim that 

there are many benefits to the company over long-term performance, such as: (1) 

company image and reputation as a responsible business; (2) enhanced positive effects on 

employee permanence; (3) potential revenue increases; (4) risk management reduction; 

(5) strengthened company market position and competitiveness; and (6) changing 

relationships all along the chain value, among others. Even in scenarios of corporate 

scandals, and despite the cost associated with CSR commitment, the integration of 

economic, social, environmental and governance issues into corporate management and 

operations may be seen as a trend in gaining competitive advantage. As shown along this 

topic, when diversifying their investment portfolio, institutional investors (as influential 

investors) are paying more attention to their socially responsible investment. More 

specifically, the global economic crisis has emphasized more than ever the commitment 

to sustainability, responsibility and disclosure in order to create economic (e.g. by 

attracting institutional investors) and social value. In this sense, the use of CSR places 

business in a better position to survive economic and social difficulties, and also to better 

meet the customers’ needs by creating an intangible asset known as a “good reputation”. 

The evidence reported in this topic on the role of CSR might be more important in 

developing economies such as Albania, as it serves as a feature in attracting foreign direct 

investment and rehabilitating corporate image by improving corporate governance 

practices. This will be the topic of the next section, where, among other things, the 

Albanian case will be presented in terms of CG practices. 
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5. CORPORATE GOVERNANCE: DOES IT REALLY MATTER NOWADAYS? 

 

ollowing the previous discussion, this topic aims to analyze the importance 

of CG in terms of the long-term well-being of the firm and value creation 

for shareholders, boards and management. Assuming that compliance with 

CG principles means minimization of agency problems and costs and serves 

as a tool to provide confidence to foreign investors, this topic presents an overview of 

shareholders’ rights regarding agency problems and solutions in order to create benefits 

for the firm and respective stakeholders. 

 

 

5.1. Corporate Governance and Shareholders’ Rights 

 

As presented in the previous topics, one of the major goals of CG is to maximize the 

value of a shareholder while taking into account the value of others. For this reason, 

independent of the country’s jurisdiction, CG plays an important role in the firm’s well-

being. Shareholder is a person who owns at least one share in a company and cannot lose 

more than the capital stock invested. From this premise, shareholders have the right to 

influence management decisions and the way in which the company should be governed 

through voting at annual general meetings. In this sense, they can influence the 

composition of the board of directors, and the monitoring function of CG can be achieved 

through the direct participation of investors in business and financial affairs or through 

intermediaries, such as security analysts, institutional investors and investment bankers 

(cf. Rezaee, 2009).  

 CG codes and company laws are meant not only to protect shareholders’ rights, 

but also to provide them with tools that can influence management behavior, thus 

developing active shareholders. The rights of a shareholder are defined as the right to: (1) 

trade and sell the stock; (2) participate in basic decisions and to be informed of the rules, 

including voting procedures (i.e. a copy of audited financial statements must be provided 

to shareholders at least 14 days prior to the meeting) and voting the proxy; (3) attend and 

vote on amendments to the bylaws or transactions involving the capital stock; (4) bring 

F
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suit for damages if the corporation’s directors or managers fail to meet their obligations; 

(5) obtain certain information, on a timely basis, from the company in order to be 

involved in certain key issues of the company; (6) share residual profits and certain 

residual rights following the company’s liquidation; (7) fair and transparent treatment 

during changes of control (i.e. authorization of additional shares and extraordinary 

transactions that result in a fundamental change of the asset structure); (8) fair use of 

voting rights; and (9) be informed of capital structures and arrangements that enable 

certain shareholders to obtain a degree of control disproportionate to their equity 

ownership (for further developments, see OECD, 2004; Monks and Minow, 2008). 

 

 

5.2.  Corporate Governance and Firm Performance 

 

Several empirical estimations have shown the effect that single control mechanisms have 

on firm performance and firm value. The evidence on this relationship provides mixed 

and inconclusive findings depending on important conditions such as the sample, 

regulation, law, shareholder protection, market development (Yang, 2011), methodology 

employed (Wintoki et al., 2012), mechanisms of governance used (Brown and Caylor, 

2006), external market discipline (Tian and Twite, 2011), and the firm’s investment 

opportunities (Hutchinson and Gul, 2004). Furthermore, this is a dynamic and complex 

set of interrelationships due to the correlation of many variables potentially influencing 

firm performance. Additionally, CG variables can affect firm performance, and firm 

performance can, in turn, affect CG and, in some circumstances, CG mechanisms, 

leading to endogeneity problems (e.g. current values of governance variables may be a 

function of past firm performance) (Denis, 2001; Hutchinson and Gul, 2004; Minnick and 

Noga, 2010; Wintoki et al., 2012). However, due to the importance of this relationship, 

researchers have been focused on the underlying effects of CG mechanisms on financial 

measures (e.g. accounting rates of return, stock market valuation) and firm productivity. 

Following this, Hutchinson and Gul (2004) demonstrate that CG variables (monitoring 

and incentives), such as higher levels of non-executive directors on the board, 

management share ownership and managers’ remuneration, weaken the negative 
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relationship between the firm’s investment opportunities and firm performance. 

According to Bhagat and Bolton (2008), the incentive effects of board stock ownership 

are positively related to both future operating performance and to the probability of 

disciplinary management turnover in poorly performing firms. In addition, active family 

control is associated with higher profitability compared to non-family firms, whereas 

passive family control does not affect profitability even in different legal regimes (see 

also Maury, 2006). Other evidence is also reported in the literature. For example, based 

on LAMBDA, firms that spend on CSR have a greater firm value (Ammann et al., 2011); 

there is an inverted, “u-shaped” relationship between bank performance and board size 

and between the proportion of non-executive directors and performance (Andres and 

Vallelado, 2008); board size is positively associated with firm value and firm financial 

performance (Chen and Al-Najjar, 2011); there is a positive relationship between post-

issue changes in institutional ownership characteristics and long-term stock price 

performance. There is greater improvement in operating performance among firms that 

have higher average total and active institutional ownership and concentration of 

ownership (Demiralp et al., 2011); firms experience higher productivity growth when 

operating in markets with intense competition and in firms under the control of a strong 

ultimate owner (Januszewski et al., 2002); there is a negative correlation between firm 

value and blockholder dispersion, as well as between firm value and the presence and 

total ownership stake of blockholders (Konijn et al., 2011); and there is a positive 

relationship between CEO compensation and firm performance, as measured by return on 

equity (Sigler, 2011). Additionally, Black (2001) suggests that firms can greatly improve 

their own share values and, thus, reduce the cost of raising equity capital through a 

determined effort to improve their CG practices. The author also suggests the potential 

value of minimum quality regulation, which can reduce the potential for adverse selection 

and, thus, enhance all firms’ market values.  

 Supporting this line of research, Gompers et al. (2003) find that firms with 

stronger shareholder rights have higher share values and higher stock returns. In addition, 

Ashbaugh-Skaife et al. (2006) have focused on the value of CG from the bondholders’ 

perspective as an important determinant of credit ratings (it can have a significant effect 

on firms’ external financing costs), and argue that a firm which possesses desirable 
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governance characteristics from the bondholder’s viewpoint approximately doubles its 

likelihood of receiving an investment-grade credit rating.  

 Starting out from these considerations, one may assume that a firm’s overall 

credit ratings are: (1) negatively associated with the number of blockholders that have at 

least 5% ownership in the firm; (2) positively related to weaker shareholder rights in 

terms of takeover defences; (3) positively related to the quality of working capital 

accruals and the timeliness of earnings; and (4) positively related to overall board 

independence, board stock ownership and board expertise, and negatively related to CEO 

power on the board. Tian and Twite (2011) found that internal CG – more efficient 

boards and greater CEO stock-based compensation – has a positive impact on the firm’s 

total factor productivity, especially in a less competitive product market or a less active 

takeover market; Wintoki et al. (2012) found no causal relationship between board 

structure and current firm performance, but they found evidence that board independence 

is negatively related to past firm performance. Following the importance of this 

relationship and due to mixed research findings, even in emerging and developing 

markets, researchers have tried to find a connection between CG issues and firm 

performance. Consistent with this, Omran (2009) argues that ownership concentration 

and ownership identity, and in particular foreign investors, seem to have a positive 

impact on firm performance, while employee ownership concentration has a negative 

impact. The higher proportion of outside directors and changes in board composition 

following privatization in developing markets has a positive effect on firm performance. 

Giroud and Mueller (2011) found that firms in non-competitive industries benefit more 

from good governance than do firms in competitive industries. Those firms that show 

weak governance have lower labor productivity and higher input costs, make more value-

destroying acquisitions, and are more likely to be targeted by activist hedge funds, 

suggesting that investors take actions to mitigate the inefficiency. Bae and Goyal (2010), 

in turn, show that better-governed firms exhibit significantly greater stock price increases 

and higher rates of physical capital accumulation following equity market liberalization.  

 Notwithstanding the mixed findings presented in this section, corporate finance 

researchers acknowledge that better-governed firms affect portfolio decisions and attract 

greater foreign ownership (cf. Bae and Goyal, 2010). Due to the importance that foreign 
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investors have in developing economies, such as the Albania case, one may assume that 

implementing “good” CG practices has a positive impact on a firm’s long-run 

performance and seems to be important in strategic terms. 

 

 

5.3.  Agency Costs and Corporate Governance 

 

Agency theory is among the different theoretical frameworks developed in order to 

explain and analyze CG, and it is known for its strong development over the years in 

terms of structure and operations of the stock markets (Solomon, 2007).  Berle and 

Means (1932) are credited for emphasizing the impact of ownership structure on 

performance due to the costs of diffused ownership, and this has led to the well-known 

agency problem. However, it is generally agreed that agency theory was first presented 

by Jensen and Meckling (1976), who defined the managers of the company as the agents 

and the shareholders as the principal. Although the majority of shareholders own, in part, 

the investee company, they have little to do with running the company, as they delegate 

some decision making to the company directors, to whom they entrust their funds 

(Solomon, 2007), leading to the separation of ownership and control. In Jensen and 

Meckling’s (1976) work, there is evidence that managers do not always behave in the 

best interest of shareholders (value maximization) but generally try to pursue their own 

interests (i.e. managers will act in their own private benefits, such as higher-than-market 

salaries, perquisites, job security and, in extreme cases, direct acquisitions of assets or 

cash flows). In addition, they may make ‘entrenching investments’ (cf. Tsuji, 2011), 

causing a cost to the agency relationship and shareholders’ residual loss (i.e. the dollar 

equivalent of the reduction in welfare experienced by the principal as a result of this 

divergence). This misalignment of the interests of the owners and managers of the firm is 

accompanied by agency costs, which are also called “monitoring costs” (Jensen, 1986). 

For the shareholders, it is very difficult and costly to control what managers are doing, so 

they try to induce managers to act in a manner that is consistent with the interest of 

shareholders. Furthermore, the divergence in the interests of managers and shareholders 

causes managers to take actions that are costly to shareholders, and contracts cannot 
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preclude this activity if shareholders are unable to observe managerial behavior directly 

(due to information asymmetry) (Hutchinson and Gul, 2004; Bhagat and Bolton, 2008). 

In addition, in some situations, a company will pay the agent to expend resources 

(bonding costs) to guarantee that s/he will not take certain actions which would harm the 

principal or to ensure that the principal will be compensated if he does take such actions 

(Jensen and Meckling, 1976).  

 Following this, Denis (2001) goes further by claiming that while shareholders’ 

interests are purely financial, the managers look to their positions as a need for 

recognition, power, the thrill of a challenge, the chance to make a difference in the world, 

etc., and they have some ability to realize these private benefits. Denis (2001) also 

demonstrated that there are much more important potential conflicts of interest between 

managers and shareholders that can lead to much greater reductions in shareholders’ 

wealth and, therefore, much greater agency costs, such as: (1) managers’ desire to remain 

in power (i.e. they ask for long tenure); (2) managerial risk aversion (i.e. managers and 

shareholders bear different levels of risk and so they see the investing project from 

different points of view); and (3) free cash flow (i.e. shareholders will prefer that free 

cash flow be returned to them, whether through dividends or share repurchases). A 

manager, on the other hand, may prefer to hold on to the cash flow and/or invest it in 

negative net present value (NPV) projects rather than return it to shareholders.  

 Regardless of the costs mentioned above, and based on the survival of CG, the 

benefits outweigh the costs associated with the resulting separation of ownership and 

control. For shareholders, it is very difficult and costly to control what managers are 

doing, so they try to model a number of CG mechanisms in order to align their interests, 

so inducing managers to act in a manner that is consistent with the interest of 

shareholders. These various governance solutions act as monitoring and control 

mechanisms and have evolved in order to help reduce – although never completely 

eliminate – the costs associated with the separation of ownership and control (for further 

discussion, see Jensen and Meckling, 1976; Denis, 2001; Hutchinson and Gul, 2004; 

McKnight and Weir, 2009; Tsuji, 2011). 
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5.4.  Corporate Governance Solutions 

 
A range of internal and external CG monitoring and control mechanisms are employed in 

order to alleviate agency problems. All of these mechanisms are “ways” to provide the 

right incentives for managers to pursue the maximization of shareholders’ interests. It is 

acknowledged that policy makers have tried to determine how these mechanisms 

influence the decision processes of managers, lowering agency costs. Different types of 

CG control variables not only lead managers to take actions that are more in line with 

shareholders’ interests, but are meant to have a positive impact on firm value, even in 

terms of costs associated with the mechanism used (McKnight and Weir, 2009). The 

survival of the corporate form suggests that in many cases, its benefits outweigh the costs 

associated with the resulting separation of ownership and control due to the fact that the 

potential benefits are high and that various mechanisms have evolved (Denis, 2001). 

Following this, Denis (2001) argues that there are three main CG solutions to increase the 

likelihood that management acts in the interests of shareholders: (1) bond them 

contractually to do so: it seems a good way to make managers do some of the things 

shareholders want them to do by writing less-than-perfect contracts (i.e. this imperfection 

arises from the impossibility of assigning contracts that spell out in advance every 

possible eventuality and specify what action the manager should take in that situation, 

due to uncertainties; furthermore, corporate shareholders don’t have the manager’s 

expertise in deciding what value-maximizing action in every situation is needed); (2) 

monitor them to ensure that they do so: even considering the cost associated with 

monitoring, there are a number of potential mechanisms that strive to improve monitoring 

effects, including the board of directors, creditors, large shareholders (e.g. institutional 

shareholdings) (John and Senbet, 1998; Himmelberg et al., 1999; Omran, 2009; Lo et al., 

2010; Martynova and Reneboog, 2011), concentrated ownership (Burkart and Panunzi, 

2006), the external labor market for managers and the market for corporate control (e.g. 

the threat of losing their jobs or bad reputation) (Agrawal and Knoeber, 1996), and legal 

protections or better laws (Burkart and Panunzi, 2006; Omran, 2009). These solutions 

strengthen monitoring incentives and provide strategic advice and business contacts. 

Following this, particular attention has been given to the form of ownership and to the 
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effectiveness of the board depending on board size, composition and independence 

(Wintoki et al., 2012). John and Senbet (1998) found that the alignment between 

shareholders and the board is presumed to be achieved by making the compensation of 

the board members sensitive to firm value and due to reputational concerns of the board 

members in the governance markets for directors. Consistent with this, Yermack (2004) 

suggests that directors have two incentives to protect shareholders: their reputation and 

their compensation. Jensen (1993), Omran, (2009) and Lo et al. (2010) suggest that the 

board will be less efficient and less effective in monitoring management when the CEO is 

also the chair of the board (Wellalage and Locke, 2011), and outside directors are 

considered more effective than their counterparts (Li, 1994; Agrawal and Knoeber, 

1996), and/or (3) provide them with incentives such that it is in their own interest to do 

so: a positive relationship between managers’ compensation and firm performance 

demonstrates shareholder/management goal alignment (Himmelberg et al., 1999; Becht 

et al., 2005; McKnight and Weir, 2009). As managers are typically with a firm for many 

years, their incentives depend on the link between their expected long-term interest and 

the firm’s expected long-term performance. Hence, the ownership-performance 

relationship, when it exists, is likely to be a cross-sectional phenomenon (Zhou, 2001). 

The incentives used to compensate top management are designed to motivate them in 

order to increase their personal wealth (as owners of the firm), and doing so creates value 

for the firm. High pay-performance sensitivities will provide the incentives for CEOs to 

work harder to increase profits and firm values (Firth et al., 2006). Following this, 

executive stock options appear to reduce excessive risk aversion by giving the executive 

an incentive to increase firm risk and accept risky profitable projects instead of avoiding 

them. This is because one way to increase the value of executive stock options is by 

increasing the volatility of company profit (Sigler, 2011). However, in some cases, 

especially in poorly governed corporations, CEOs are overpaid because of their influence 

over the board of directors and thus over the compensation committee which in turn is 

influenced by the board of directors. Rewarding cash bonuses to executives may 

encourage undesired behavior, such as manipulating the timing of revenues and expenses 

to maximize pay out to them or focusing on short-term performance, which may be 

detrimental to the long-term health of the firm. The exploration of such mechanisms 
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helps shareholders, boards and managers to understand the paramount role that 

compliance assumes with such principles in order to minimize agency costs and create 

long-term value for the firm, thus creating long-term benefits for all (Li, 1994; Brown 

and Caylor, 2006). It serves as a tool to give confidence to large foreign investors (Brown 

and Caylor, 2006), which seems to be very important in developing economies such as 

Albania. 
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SYNOPSIS 

 
The agency problem has its roots in the separation of ownership and control of the firm. 

Due to this separation, there seems to be a misalignment of interests and incentives 

between shareholders and management, leading to morally hazardous behaviors and 

agency costs. In order to provide shareholders, as legitimate owners of the company, with 

the basic “tools” (meaning good CG practices) to monitor, control, advise and influence 

the decision processes of managers, CG codes and firm laws are developing principles 

that make them more active and protect them from morally hazardous behaviors of 

management. Following the discussion presented in this fifth topic, these “tools” include 

the following: (1) bond managers contractually to do so; (2) monitor them to ensure that 

they do so by using concentrated ownership, increasing the number of outside directors, 

separating the role of CEO and the chair of the board, among other options and/or (3) 

provide them with incentives such that it is in their own interest to do so by using 

managers’ remuneration and stock option incentives. From this perspective, and based on 

the literature, a growing number of companies are choosing to use these and others CG 

variables in order to reduce agency problems and costs and to create benefits for the firm 

and to the main stakeholders. As shown along this topic, the relationship between CG 

mechanisms, firm performance and value creation is dynamic and often leads to 

endogeneity problems. For these reasons, it is not a surprise that researchers have found 

mixed and inconclusive results on the effects of CG mechanisms on firm performance. 

Notwithstanding these mixed results, the exploration of such mechanisms helps 

shareholders, boards and managers in improving governance practices (which is 

necessary in poor developing economies such as Albania). Therefore, finance researchers 

and policy makers acknowledge that better-governed firms affect portfolio decisions and 

attract greater foreign investors. Specifically, such mechanisms help shareholders, boards 

and managers to understand the paramount role that compliance assumes with such 

principles in order to minimize agency costs and create long-term value for the firm, thus 

creating long-term benefits for all. Starting out from this observation, the next topic will 

present the Albanian situation in terms of CG practices, which is important in 

establishing the basis of the research presented in this dissertation.  
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6. CORPORATE GOVERNANCE IN ALBANIA 

 

his topic concludes the first part of the present thesis by presenting a brief 

overview of the Albanian situation in terms of CG. In particular, several 

aspects will be discussed, namely: 1) current economic conjuncture; 2) 

impacts and insights of the 2008 world crisis to Albanian companies; and 3) 

benefits, implications and criticism of corporate governance in Albania. This sixth topic 

will also present avenues for future research, which are considered extremely important 

as background for the empirical portion.  

 

 

6.1. A Brief Overview of the Albanian Economic Situation 

 

Twenty years after the last of the Central Eastern European (CEE) countries that 

embarked in the free market, Albania’s economy has improved rapidly on its way to 

becoming integrated with the world economy. Reforms in infrastructure, tax collection, 

property law and business administration are still in progress (CIA, 2012). Nevertheless, 

regardless of this remarkable progress, Albania remains one of the poorest countries in 

Europe.  

  In order to provide information about macroeconomic data developments, we 

have used a variety of sources from both national (e.g. the Institute of Statistics 

(INSTAT)) and international institutions (e.g. the Central Intelligence Agency (CIA), the 

European Bank for Reconstruction and Development (EBRD), the World Bank and the 

International Monetary Fund (IMF)). The reliability of the data (not only financial data) 

in Albania is far from ideal, and there are large variations in the values of some indicators 

provided by different international institutions, including EBRD, IMF and CIA. This is 

likely to be partly caused by different estimation methods. Furthermore, large differences 

can be observed between official national and international sources, which can be partly 

explained by weaknesses in the technical ability of national officials (IMF, 2005). In 

addition, tax avoidance and illegal activities have generated a large hidden economy of 

uncertain but changing size (Lati and Sallaku, 2002). Following this, and in order to be 

T
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consistent, our analysis of macroeconomic development is largely based on published 

sources from the CIA World Factbook, IMF and The World Bank. Our discussion is 

mainly concentrated on the period following the 2008 world economic crisis, and for this 

reason an overall review of the main macroeconomic indicators over the period from 

2002-2013 is presented in Table 2. 

 The Albanian economy continues to grow, but the speed of growth has slowed. 

As seen in Table 2, growth was strong in the period before the 2008 world crisis but 

declined after that period. Growth averaged around 5.9% in 2006-08 compared to 3.5% in 

2009-11. Although growth rates exceed those of regional peers, a slow-down evidenced 

in 2011 confirms that the economy is still coping with the effects of the crisis from key 

Euro zone partners (EBRD, 2011). As estimated by IMF (2012), the Albanian economy 

was expected to continue to decline to about 1.9% in 2012. This decline has its roots in 

the spread of the debt crisis in the most important European markets. Negative contagion 

effects have so far been limited, but Albania’s close trading and investment ties to 

neighboring Greece and Italy may affect the real economy in the short-term. Furthermore, 

before the 2008 world crisis, the economy was reinforced by $600-$800 million annual 

remittances from abroad, mostly from Greece and Italy, accounting for 15% of GDP. 

After the crisis, these remittances have dropped to 8% of GDP in 2010. For these reasons, 

domestic demand will weaken in the coming years (EBRD, 2011). Albania has a large 

gray economy that may be as large as 50% of official GDP. Until 2004, agriculture 

contributed the greatest percentage of GDP, but after this period, the service industry 

became the most important contributor to GDP, with the highest level in 2009 at 60.6% 

(i.e. agriculture is held back because of frequent droughts and the need to modernize 

equipment, to clarify property rights, and to consolidate small plots of land) (Table 3).  
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Indicator 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013* 

GDP Growth (%) 5 7 5.6 5.5 5.5 6 6.1 3.3 3.5 2.5 1.6 1.7 

GDP per Capita ($) 4500 4500 4900 4900 5400 5700 6000 6200 7700 7900 8000 9900 

Inflation Rate 6 3.3 3.2 2.4 2.4 3 4 2.2 3.5 3.9 2 2 

Labor Force (million $) 1.283 1.35 1.09 1.09 1.09 1.09 1.09 1.103 1.053 1.053 1.098 1.129 

Unemployment Rate (%) 17 15.8 14.8 14.3 13.8 13 12.5 12 13.7 13.3 13.0 12.9 

Exports (millions $) 340 425 552.4 650.1 792.9 962 1.416 1.194 1.548 1.886 1.123 1.226 

Imports (billion $) 1.5 1.76 2.076 1.55 2.916 3.42 4.844 3.602 4.305 
 

5.022 
 

3.984 4.115 

Exchange Rates (Lek per US Dollar) 140.16 121.86 102.65 102.65 98.38 92.67 79.55 93.93 103.94 99.5 108.19 109.2 

Current Account Balance 
(million $) 

-- -407 -504 -410 -670.8 -918 -1.639 -1.195 -1.404 -1.38 -1.314 -1.137 

Source: CIA (2012); IMF (2012); The World Bank (2012). 
*estimated values 

Table 2 – Albanian Macroeconomic Indicators
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GDP Composition 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Agriculture 49 49 46.2 22.8 22.3 21.7 20.6 20.6 21.2 20.2 18.0 17.5 

Industry 27 27 25.4 21.5 20.9 20.3 19.9 18.8 19.5 19.5 15.4 15.3 

Services 24 24 28.4 55.7 56.9 58 59.5 60.6 59.3 60.3 66.5 67.2 

 Source: CIA (2012). 

Table 3 – GDP Composition by Sector 

 

 Albania is still suffering from a deficit, although the trade balances have 

improved significantly since the crisis. Albania is one of the most indebted countries 

among the six Southeastern European countries (SEE6). In 2009, Albania recorded the 

highest gross government debt of about 60% of GDP, nearly equal to the EU15 

continental average (IMF, 2012). According to EBRD (2011), the current account deficit 

narrowed to around 12% of GDP in 2010 and, for these reason, fiscal policies have 

become more prudent in recent years (i.e. in early 2012, governments continued cutting 

to remain within the financing constraints (IMF, 2012)). In 2009, imports decreased 

compared to previous years, but they still remain very high in comparison to exports. 

Albania’s import dynamics were similar to those of exports during 2009-11, reflecting 

the overall shift towards domestic demand. After a sharp drop in 2009, imports 

strengthened further in 2010-2011. The European Union (EU) (namely, Italy, Greece and 

Germany) remains the main export and import market, but there are other markets, such 

as Turkey and China, which are growing. Albania is the second exporter of traditional 

services (16.4% of GDP), while having the highest share of imports of traditional 

services.  

 According to the World Bank (2012), in general, the SEE6 financial sectors are 

still relatively well placed. The banking system in Albania is all privatized (i.e. the 

private sector dominated the financial sector with over 90% of all financial 

intermediaries’ assets). Additionally, the banking system consists of 16 banks which are 

foreign-owned/or joint ventures or foreign-local owned/or joint ventures; 14 of these 

have 100% foreign ownership. Local ownership accounts for only 11.4% of ownership. 

Greece accounts for the highest percentage of total banking assets (25%), followed by 

Italy with 12% (Banka e Shqiperise, 2012). Thus, there is a strong possibility for 
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vulnerability to adverse shocks if the crisis in Greece, Italy and other EU countries 

intensifies. According to IMF (2005), Albania has the highest credit growth rates 

recorded in SEE6 (11%). Securities markets are not a likely source of finance for private 

enterprises in Albania in the near future. As stated by the IMF (2005: 18), 

 

“The Albanian Stock Exchange (ASE), established in 1997, has had no listings and no 

trading over the last eight years. It has been funded over the years from the state budget 

in the hope that, either some of the state owned enterprises (SOEs) will be privatized 

through the ASE leading to the development of equity securities trading, or a secondary 

market in government securities will develop through the exchange leading to a 

corporate debt securities market. This has not materialized, partly because Albanian 

enterprises are rather small and the SOEs have been primarily sold to strategic 

investors rather than the general public and are therefore closely held. Larger 

companies have access to funding either internally or externally. As a result, financial 

market participants in Albania have displayed no appetite to develop the ASE [...]”. 

 

 Inflation does not seem to be a problem. The inflation rate, in line with regional 

trends, peaked in 2008, but even with a low decline it rose to 3.9 in 2011. The legal 

framework governing the regulation and supervision of Albania’s financial and non-

financial sectors is reasonably comprehensive and broadly consistent with international 

best practices. However, the implementation and enforcement of applicable laws has 

generally been weak, largely as a result of inadequate resources, excessive bureaucracy 

and corruption, and a low level of respect for the rule of law (cf. IMF, 2005). As part of 

the microeconomic environment, the legal forms of business in Albania are: 1) general 

partnerships; 2) limited partnerships; 3) limited liability companies (LLCs); and 4) joint 

stock companies (JSCs). According to INSTAT (2012b), the “sole proprietor” form of 

business is the predominant form of business accounting in Albania (i.e. 80.4% of the 

active enterprises registered until the end of 2011, while LLCs and JSCs accounting for 

only 17.4% and 0.74%, respectively). Those enterprises are mostly concentrated in the 

largest Albanian counties, such as Tirana and Durrës (Table 4). 
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Counties Active Non-agricultural Enterprises 

Tirana 40.656 

Durrës 12.829 

Fier 9.833 

Vlorë 9.054 

Elbasan 7.482 

Korca 6.725 

       Source: INSTAT (2012a). 

Table 4 – Active Non-agricultural Enterprise Concentration by County (End of 2011) 

 
 The privatization process has almost come to an end, with only a few large and a 

number of small cases remaining (UN, 2010 and 2011). According to EBRD (2011), 

Albania has attracted substantive inflows of foreign direct investment (FDI). These 

investments rose to 1098 million US$ in 2010 compared to 876 million US$ in 2008. 

Despite this, and according to the UN (2011), FDI in Albania is among the lowest in the 

region, and attracting FDI remains a challenge (Table 5). Albania is still facing 

challenges with corruption and the development of fiscal policies in order to attract 

foreign investment. Energy shortages and antiquated and/or inadequate infrastructure 

contribute to Albania’s poor business environment, which makes it difficult to attract and 

sustain foreign investment.  

 

Host 
Economies 

2005 2006 2007 2008 2009 2010 2011 

World 782.673 1.164.682 1.534.682 1.208.931 802.041 936.640 1.085.242 

Southeast 
Europe 

3.870 7.885 9.384 8.663 5.446 3.109 4.745 

Albania 213 259 481 665 717 793 742 

Source: UN (2011). 

Table 5 – FDI Inflows: World, Southeast Europe and Albania (2005–2011) (Millions of Euros) 

 

 According to the World Bank (2012), FDI reduction partly reflects deleveraging 

in the European banking sector, which has intensified since mid-2011. However, with the 
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remaining uncertainty in financial markets, capital flows to developing countries, 

including FDI, were expected to slow in 2012. Albania is the second country in SEE6 

with a 6.8% share of FDI inflows to GDP (although the bulk of this FDI came in the form 

of financial investments in the banking sector). The completion of planned privatizations 

could trigger substantial foreign direct investment inflows in the coming years (EBRD, 

2011).  Albania will continue to face challenges from increasing public debt. Strong 

trade, remittances, and banking sector ties with Greece and Italy make Albania vulnerable 

to spillover effects of the global financial crisis. Furthermore, without microeconomic 

reforms in order to improve enterprise performance and efficiency, there cannot be 

macroeconomic stability (Bevan et al., 1999). One of the methods of improving the 

situation is through the use of corporate governance mechanisms (Lati and Sallaku, 

2002). 

 

 

6.2. Impacts and Insights of the 2008 World Crisis on Albanian Firms 

 

At first glance, it seems that Albania was not affected by the recent global financial crisis. 

But is it entirely true that our financial system is immune from global financial crises? 

Establishing a sound financial system was undoubtedly a factor in the macroeconomic 

stability and the development of the Albanian economy during the last decade. As far as 

the financial sector is concerned, the main impact has been the loss of confidence in 

commercial banks, with a reduction of deposits (or at least slower growth). Local banks 

seem to be well positioned to overcome the current crisis due to strong capitalisation, 

limited reliance on wholesale funding and still low loan-to-deposit ratios. They are 

adopting more conservative procedures for new loans (including shorter tenors and 

higher margins), increasing their on-sight cash reserves. However, non-performing loans 

have risen. Foreign-owned banks, following directions from their parent bank, have 

adopted extremely prudent behavior (OECD, 2009). Banks in Albania have no legal 

restriction on the range of products they may offer, but in comparison to their foreign 

peers, the diversity of their investments is mainly limited to traditional products. 

Furthermore, the modest stage of development of the Albanian financial system and the 
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lack of investment activity in complex and high-risk products has played a role as a 

protective shield against financial crisis (Hoxha, 2012). Notwithstanding, after 2008, 

economic growth dropped to the minimum levels of 20 years of transition. This 

slowdown of economic activity and increase in uncertainties related to the global crisis 

have also affected the Albanian financial system in terms of increasing non-performing 

loans and the growth rate of lending to the economy. Currently, the annual growth of 

loans has shrunk significantly, conditioning the financing of new investment and 

consumption. The loan/deposit ratio is about 65%, significantly lower than the regional 

average of 106%, which indicates that Albanian banks still have space and liquidity to 

finance the economy, but the increased uncertainty in the market has made them more 

careful (Tomorri, 2012). On the other hand, a simple analysis of the structure of the loans 

in the banking system shows that approximately 70% of loans to businesses and 

individuals are in foreign currency, while the main income of the population is carried 

out in local currency. This situation leaves room for the solvency of borrowers to fall 

prey to exchange rate fluctuations. Currency depreciation resulted in the increase of 

limitations of the borrowers’ solvency, leading to deterioration of loan quality and 

declines of loan rates (Hoxha, 2012). Following this, and as seen in Table 6, specifically 

since 2009, the pace of loan growth in the banking system recorded a significant decline. 

Since 2002, the increase ranged from 35%–55%, reaching the peak in 2005, recording a 

74% loan growth rate. In 2009 loan growth reached 13%, and in 2010, the lowest level of 

loan growth rate, 9%, was reported. Although in 2011 it reached the 12% level, it remains 

far below the period preceding 2008. 

 

Years 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 

Loan to Deposit Ratio 13.5 15.7 19 28.5 37.4 47.4 62.8 66.6 61.7 62.1 

Loan Growth Rate 38.3 31.1 38.1 74.3 56.8 50.4 35.1 13.3 9.7 12.2 

Source: Banka e Shqiperise (2012). 

Table 6 – Evolution of Deposits and Loans in Albania 

 

 The credit crisis of OECD countries had a negative impact on the growth of the 

world economy and caused negative growth effects in poor developing countries. This 
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reduced growth has a direct or indirect impact on the convergence issue (Ziesemer, 

2010). Following this, the 2008 financial crisis had an impact on new firm creation and 

the percentage of bankrupt firms. Most countries experienced a sharp drop in business 

entry during the financial crisis. Furthermore, the decline was more pronounced in 

countries with higher levels of financial development, and the degree to which the crisis 

impacted new firm creation was highly correlated with measures of crisis severity 

(Klapper and Love, 2004). Following this, and according to INSTAT (2012a), in Albania 

the birth rate for new non-agricultural firms achieved its peak in 2008, with a 21.0% birth 

rate followed by a sharp decline to 8% in 2009. 

 The impact of the crisis is still to come. Local garment companies – the major 

exporting industry in the country – have already started to experience financial 

difficulties, forcing a number of manufacturers to shut down, while others are being 

forced to cut prices or dismiss employees (OECD, 2009). In 2008, the number of 

bankrupt firms was only 922, while in the years that followed this number has increased 

significantly. Respectively, bankruptcies were at 2,358 in 2009, 2,010 in 2010, and 

reaching the highest number with 2,418 in 2011 (DPT, 2012). 

 

 

6.3. Benefits, Implications and Criticism of Corporate Governance in Albania 

 
As stated in the previous topics, CG in general has claimed numerous positive 

consequences for stakeholders, corporations and society. It creates safeguards against 

corruption and mismanagement, while promoting fundamental values of a market 

economy in democratic societies. Generally, effective CG promotes efficient use of 

resources, both within the firm and the economy, and it assists firms (and economies) in 

attracting low-cost investment capital by increasing both domestic and international 

investor confidence. On the other hand, a good CG framework should protect 

shareholders’ rights; ensure the equitable treatment of all shareholders, including 

minority and foreign shareholders; recognize the rights of all stakeholders as established 

by law, and encourage active cooperation between corporations and stakeholders in 

creating wealth, jobs, and the sustainability of financially sound enterprises; ensure that 
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timely and accurate disclosure is made on all material matters regarding the corporation, 

including its financial situation, performance, ownership and governance; and ensure the 

strategic guidance of the company, the effective monitoring of management by the board, 

and the board’s accountability to the company and the shareholders (cf. OECD, 2004). 

Following this, one may assume that CG is important not only in a developed market, but 

also in developing economies such as Albania. The urgent need for CG in Albania, as in 

other CEE countries, came to the fore following the trade liberalization and privatization 

of former state-owned companies (the effects of state versus private ownership on 

performance are reported in Claessens and Djankov (1999); Denis and McConnell 

(2003)).  

 Firms in developing economies such as Albania, for which the post-privatization 

process and political and cultural features contributed in establishing a distinct 

concentrated CG system and relationships between the governance and management 

functions, have urgent needs in assessing CG standards. From this standpoint, Omran 

(2009), Babić (2010) and Okpara (2011), among others, demonstrate that the importance 

of sound CG for developing and developing economies and post-privatized firms can be 

explained through its five main influences: (1) the creation of the key institution, a 

private corporation, which drives the successful economic transformation to a market-

based economy; (2) effective allocation of capital and development of financial markets; 

(3) managerial excellence, which helps firms with a weak CG structure raise capital and 

attract foreign investors; (4) contribution to the process of national development (i.e. 

corporations and associated institutions are the key to successful economic 

transformation towards a market economy); and (5) improvement of the positive effect on 

firm performance and efficiency of its own economies, even in periods of economic 

crisis.  

 Good CG in big companies will be a guiding force for midsized and small 

companies to devise effective governance frameworks that will result in further 

strengthening of the governance environment. Following this, not only the stakeholders 

of the companies, but also society at large will be the biggest beneficiaries of CG 

outcomes. Nevertheless, despite these general benefits and implications in implementing 

CG mechanisms, the research related to CG’s effects on CEE countries has grown faster 
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than in Albania. To the best of our knowledge, there are very few studies on CG in CEE 

countries, and there is a lack of knowledge of and appreciation for the role that CG has on 

firm performance. The key factors are: 

 Among CEE countries, Albania has the shortest history as a market-oriented 

economy, with underdeveloped institutional infrastructure and economic 

uncertainties. 

 The absence of powerful investor groups, which is related to the absence of equity 

market and property rights institutions. 

 Absence of guidelines and codes of practices required by investors (i.e. the key 

references for corporate governance are the minimum standards required by law, 

and the Albanian CG manual was only approved in December 2011).  

 Weak corporate culture and lack of qualified specialists in CG area and 

managerial labor markets. 

 The privatisation and restructuring process has been slower than in other 

transitional economies (Lati and Sallaku, 2002). 

 Frequent government intervention, etc. 

 

 All of these variables have contributed to the development of new CG models 

with no optimal results (cf. Brotio, 2011). According to Lati and Sallaku (2002), 

Albanian post-privatised firms, initially through mass privatization techniques and other 

methods involving vouchers as a means of payment, resulted in dispersed ownership (i.e. 

the ownership forms associated with these methods of privatisation influence the 

principals’ and agents’ incentives and hence the efficiency of the corporate governance 

mechanisms) and, thus, a lower index of restructuring. They indicated the positive impact 

of the domestic outsider type of ownership on firm performance compared to privatised 

enterprises dominated by insider owners. From this premise, Frydman et al.’s (1999) 

findings reported that in the Czech Republic, Hungary and Poland, performance does not 

improve when ownership resides with corporate insiders, but does improve when outside 

(i.e. non-employee) owners are introduced. The authors demonstrated that the lower 

levels of CG have limited the possibility for restructuring. Given these circumstances, a 

tendency to move towards a more concentrated ownership was observed, indicating the 
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opportunistic behavior of the major shareholders against minority shareholders and a 

positive relationship with post-privatization firm performance (for further discussion, see 

Denis and McConnell, 2003; Boubakri et al., 2005). Furthermore, since the legal and 

institutional framework does not yet fully support the separation of ownership from 

control, corporate governance mechanisms are not yet efficient. Consequently, a 

concentration of ownership is likely to be beneficial to efficiency in Albania. The 

evidence shows that most of the companies are owned by a single shareholder or a group 

of controlling shareholders (cf. IFC, 2008; Llaci, 2012). 

 Recently, an international project of the Albanian American Trade and 

Development Association (AATDA), held in 2007-2008, provided valuable results on 

CG mechanisms in Albanian JSCs. This project was focused on the evaluation of CG of 

Albanian JSCs through five CG dimensions: (1) shareholders’ rights; (2) stakeholders’ 

(other than shareholders) rights; (3) transparency and disclosure; (4) the supervisory 

board role; and (5) law enforcement. With regard to the following economic agents, the 

results of the study showed that: 

 

 Shareholders’ rights: There was relatively strong recognition of shareholders’ 

rights (i.e. the right to: vote, participate in the control and decision-making 

process, participate in meetings and raise issues, be informed, appeal and the 

right to dividends), although there were only rights defined in Albanian Company 

Law and not rights known and accepted from international standards and 

practices. Mass privatization gave birth to numerous owners who were not active 

participants in ownership because they did not recognize their roles, rights and 

responsibilities (Babić, 2010). There was some confusion and lack of knowledge 

of the terminology used regarding voting forms, and no knowledge on 

cumulative voting, which is a useful tool in protecting minority shareholders’ 

rights (Okpara (2011) found the same evidence in Nigeria). Shareholders had 

little role in the audit of companies, and the role of the external audit and judicial 

system in protecting shareholders’ rights was not at an appropriate level. Very 

little importance was attached to the role of owners in general. Following this, 

Brotio (2011) has shown that the lack of experience and the inherited 
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relationships from the former state-owned enterprises, which contributed to a 

limited efficiency of the owners’ control, was also evident in other developing 

economies. 

 

 Stakeholders’ (other than shareholders) rights: For stakeholders (i.e. employees, 

creditors, suppliers) the findings demonstrated that there was strong knowledge 

regarding their rights (legal requirements) as important actors of the company 

and their participatory role in the decision-making of the company, namely in the 

financial sector, where employee skills are higher than in the two other groups of 

companies. Little attention was paid to the information given to employees 

regarding decision making. Creditors were regularly informed of the JSC’s 

position and decision-making process. There was no agreement between JSCs’ 

and interested institutions’ opinions on the employees’ rights and their 

implementation. There is an urgent need for improvement of the current 

legislation in this field, the need for better awareness of stakeholders regarding 

the role they can play in improving governance, strengthening JSC transparency 

and, in terms of their business strategies, strengthening the role of arbitration and 

the judicial system, etc. These results are consistent with Brotio’s (2011) 

findings, which indicated the importance of employees’ knowledge and skills on 

the governance function and long-term performance of the company in 

transitional economies. 

 

 Transparency and disclosure: Transparency and disclosure issues in the 

governance of JSCs in Albania are not yet at expected levels. Companies see the 

issues associated with information disclosure and transparency only in response 

to a specific legal obligation to comply with the requirements governing their 

business. Despite this, the accuracy of these results was difficult to assess in the 

absence of a capital market, in which the quality of the information will be 

reflected in the share price and investor behavior, leading to increases in 

corporate incentives for greater transparency. There was a lack of knowledge 

regarding the association of organs of the company that should address 
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information disclosure and transparency. From this perspective, CFREP (2008) 

demonstrated that the financial information provided by SMEs in Albania is not 

considered reliable. Although the regulatory framework for the audit function has 

been developed in line with the former EU 8th directive, it still needs to gain 

more credibility. The legal framework on financial reporting is characterized by a 

lack of cohesiveness. In the survey, interested institutions supported the idea of 

the existence of a very modest scale in the application of standards on 

transparency and disclosure of information by the JSCs in Albania. In general, 

JSCs publish annual reports and financial balance sheets and information on 

corporate organization and business policy. They also have publications on 

supervisory board members, directors and statutes of the company and its 

subsidiaries, but information on stock transactions are at low levels. The 

deficiencies were attributed to reasons primarily related to the inadequacy of the 

legal requirements, the non-existence of a coercive legal and regulatory 

framework, with failures in the disclosure of information attributed to the high 

level of an informal market, etc. The efficiency was low mainly due to lack of 

knowledge of customers and stakeholders on the governance of JSCs (absence of 

demand), the lack of resources from JSCs, etc. Following this, much of this issue 

is related to information exposure and transparency. It is believed that efforts 

should be made to eliminate the informal market and strengthen the role of the 

external audit, which will bring real transparency and directly affect the 

disclosure of information by the JSC. An organized market would have a 

substantial impact on improving the practices associated with information 

exposure by companies. 

 

 Supervisory board role: The supervisory role should be improved. The number of 

supervisory board (SB) members is very low, with a range from three to five 

members. The knowledge and percentage of independent members remain low. 

Their duties are very formal and are not sensitive to the well functioning of the 

company. The legal requirements regarding SB composition are at low levels. 

Even in other transitional countries, supervising bodies tend to be weak, too 
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passive, not knowledgeable and not capable enough. The corporate supervisory 

board exercises control over the executive bodies of the company according to 

legal regulations primarily by making decisions regarding the appointment and 

dismissal of the executive board, by determining the remuneration of executive 

board members, and by controlling a company’s business performance in 

general. Loopholes in the legal system enable supervisory boards to not assert 

and exercise their legal obligations and responsibilities to the shareholders (cf. 

Brotio, 2011).  

 

 Regulation and Law enforcement: The supervision and enforcement of the 

legislation and the regulatory framework provided by regulatory institutions 

among JSCs in Albania is not at the required levels. This was also highlighted in 

Lati and Sallaku’s (2002) work. Their work is still seen as very passive, although 

there are adequate legal and regulatory systems in place to protect the rights and 

obligations of shareholders, rules and regulations for conducting business, and 

penalties for violations of these regulations (Company Law, 2008). Effective 

enforcement of existing laws and regulations constitutes a major challenge to the 

development and implementation of CG. Meeting this challenge requires 

recognition that the structure and capacity of regulatory and judicial frameworks 

are integral aspects of the CG environment (cf. Okpara, 2011). However, 

problems related to the enforcement of such laws remains a central issue that is 

hindering effective implementation of CG. Following this, Lati and Sallaku 

(2002) found that policy makers should ensure the implementation of the rules of 

the game, foster competition and limit the informal market in order to encourage 

the incentives of owners and managers to introduce deep, strategic restructuring. 

In addition, strengthening creditor protection should be considered, as this 

appears to be a crucial factor in increasing the availability of external finances to 

firms. 

 

 Following this, one may assume that the attitude of JSCs towards these standards 

(as is shown in other transitional and developing countries (see e.g. Waweru et al., 2011; 
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Brotio, 2011)) also highlighted some deficiencies of the CG structures in the transitional 

economies, which include: (1) combination of the ownership functions with the 

management function (i.e. very often managers are at the same time the biggest 

shareholders of the company); (2) combination of the hired employee function with the 

control governance function (i.e. an employee acting as a supervisory board member), 

which sometimes creates a complicated system of subordination in the company; (3) 

avoidance of using experts for representing ownership interests in the governing bodies; 

and (4) strong government intervention in the governing function.  

 If one were to sum up in a single sentence the state of corporate governance in 

Albania based solely on studies developed so far, it could reasonably be said that 

corporate governance is not as bad as it could be supposed. However, there is much room 

for improvement. In fact, all of the findings regarding other developing and transitional 

economies (including the AATDA project) bring a very valuable comparative benchmark 

for further research. Therefore, we hope to provide answers to the following research 

question: “Have Albanian companies changed their corporate governance practices 

following the 2008 world crisis?” 

 

 

6.4. Avenues for Future Research 

 

Differences in institutional infrastructure, ownership structure, business practices, 

undeveloped capital markets, government interventionism and standards enforcement 

between developed and transitional economies lead to different CG arrangements, 

implying that the practices employed in developed economies may not be applicable in 

the transitional economy context. Rajagopalan and Zhang (2008) go further by reporting 

that even the presence of these practices is no guarantee that they will be strictly 

implemented to uphold investors’ interests. Due to Albania’s country specific political, 

economic, social and institutional landscape, implementing best practices of corporate 

governance still represents a challenge. The challenge of “good” corporate governance in 

transitional economies is to generate an environment in which shareholders and managers 

are encouraged to target long-term performance. Following this, and based on the 
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discussion presented in the previous topics, it can be said that the implementation of good 

corporate governance is certainly an important element, even in Albania.  

 CG governance reforms in Albania, as in other transitional and developing 

countries, emphasize the importance of the credibility and integrity of unlisted joint stock 

companies, the responsibilities of directors and management, the protection of minority 

shareholders, and the necessity for information disclosure in order to minimize 

monitoring costs and attract FDI. Despite this, the research published to date on CG in 

Albania, as in other emerging or developing economies, is very limited. 

 There are several potentially fruitful research opportunities on CG in Albanian 

firms. In particular, a deeper understanding of the historical evolution of corporate 

governance, laws and regulations, and the context-specific challenges and opportunities 

in Albania, will permit researchers to identify more appropriate research questions, and to 

design sample selection and data collection methods that are more sensitive to the 

Albanian context. Such deeper understanding can also help practitioners, both local and 

foreign, in combining Western expertise and local knowledge to improve governance in 

these promising yet challenging economies (cf. Rajagopalan and Zhang, 2008). More 

research is also needed to better understand the many aspects of the relationship between 

CG and firm performance in Albania, as well as the incentives that should be used in 

order to mitigate agency problems. In this particular context, empirical studies should be 

conducted on how CG internal and external mechanisms, such as ownership structure and 

shareholders’ rights, investor protection, board of director size and composition, 

government quality and intervention, capital market, law enforcement, property rights, 

audit committee roles and functions, affect firm performance. The goal of accession of 

Albania to the EU can be a driver for Albania to focus more on CSR as part of good CG 

practices. Additionally, there is a need for more comparative work which analyzes CG 

between Albania and other countries within the CEE region (cf. Babić, 2010).  

 Corporate governance standards are improving, and it is expected that the trend 

will continue, especially in those countries that are becoming integrated into the EU. The 

EU integration process will serve as a source of constant and steady pressure to improve 

corporate governance, not from EU pressure directly, but, rather, from competition with 

the EU and elsewhere for FDI (McGee and Preobragenskaya, 2008). Furthermore, the 
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recent economic crisis raised important questions about the importance of good corporate 

standards. In fact, the standards of transparency, integrity and disclosure have a long-term 

influence on the market’s financial development, economic risk, and the degree of 

corruption and mismanagement. As such, it seems evident that “good” CG practices may 

strength companies’ financial performance, even in scenarios of economic difficulties. As 

mentioned earlier, there is still much more to do regarding other aspects of governance 

(cf. Denis and McConnell, 2003). Based on the research background presented herein, 

our research will attempt to bridge this apparent gap in knowledge related to corporate 

practices in Albania, providing a comparison between those practices before and after the 

2008 world financial crisis. 
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SYNOPSIS 

 

In Albania, the first signs of economic crisis became visible and were officially 

promulgated in 2011 and, as expected, continued to spread in 2012. These somewhat 

“delayed” effects have their roots in the modest stage of development of the Albanian 

financial system and the lack of investment activity. However, this slowdown of 

economic activity increased the uncertainties related to the global crisis, and the 

economic ties with Greece and Italy have also affected the Albanian financial system. As 

discussed in this topic, the legal framework governing the regulation and supervision of 

Albania’s financial and non-financial sectors is reasonably comprehensive and broadly 

consistent with international best practices. However, the implementation and 

enforcement of the applicable laws have generally been weak, largely as a result of 

inadequate resources, excessive bureaucracy and corruption. Despite the importance of 

CG mechanisms, other factors explain Albania’s delay: (1) among CEE countries, 

Albania has the shortest history as a market-oriented economy, with underdeveloped 

institutional infrastructure and economic uncertainties; (2) absence of powerful investor 

groups; (3) lack of guidelines and codes of best practices; (4) weak corporate culture; etc. 

In this sense, without further microeconomic reforms, there cannot be macroeconomic 

stability. One of the ways of ensuring macroeconomic and firm-level benefits is to 

improve CG mechanisms, especially in terms of trade liberalization and privatization of 

former state-owned companies. The challenge of “good” CG in developing economies 

such as Albania is to generate an environment in which shareholders and managers are 

encouraged to target long-term performance. As discussed in this section, the standards of 

transparency, integrity and disclosure have a long-term influence on the market’s 

financial development, economic risk, and the degree of corruption and mismanagement. 

From this premise, it seems evident that “good” CG practices may strength companies’ 

financial performance, even in scenarios of economic difficulties. CG standards are 

improving, and it is expected that this trend will continue, especially in countries that are 

becoming part of the EU. Based on the background presented, our research will attempt 

to address this apparent gap in knowledge related to CG practices in Albania, providing a 

comparison between those practices before and after the 2008 world financial crisis. 
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7. METHODOLOGICAL BACKGROUND 

 

his topic presents a description of the research methodology. Based on the 

nature of the research question and the current situation of data in Albania, 

the Delphi technique was identified as an appropriate procedure to 

determine the differences between corporate governance practices in 

Albania before and after the 2008 world crisis. In particular, in order to better understand 

how we will proceed with the data collection, several aspects will be discussed: (1) 

methodological research instruments (i.e. questionnaire survey); and (2) sample selection.  

 

 

7.1. Objectives and Hypothesis 

 

Based on the research background previously presented, our research aims to address the 

gap in knowledge related to corporate practices in Albania, providing a comparison 

between those practices before and after the 2008 world financial crisis. Therefore, our 

research question can be presented as follows: “Have Albanian companies changed their 

corporate governance practices following the 2008 world crisis?” This means that the 

comparison of CG practices in Albania before and after the 2008 world crisis is the major 

research objective of this study. Based on the literature review and on an application of 

the Delphi technique, we aim to formulate a conclusion/answer to this question. To 

achieve this major objective, we will follow a hierarchy of complementary objectives, 

such as: (1) to create a Delphi panel composed of Albanian CEOs, who will provide us 

with answers to our research questions; (2) to develop a Delphi questionnaire/survey to 

identify the major differences between corporate governance practices in Albania before 

and after the 2008 crisis; (3) to apply the survey to the panel of experts until we reach 

consensus; (4) to provide those CEOs with the results of our survey; and (5) to publish 

the results and conclusions of our research.  

 Our methodological choice is not random. According to Okoli and Pawlowski, 

(2004), the Delphi method may be applied to a wide variety of situations as a tool for 

expert problem solving. Additionally, Hsu and Sandford (2007) and Ferreira and 

T
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Monteiro Barata (2011), among others, highlight that the method is primarily used when 

the problem under discussion cannot be resolved by precise analytical techniques, simply 

because there are no historical data or relevant information about the problem, which 

seems to be the case with CG practices in Albania. As such, the problem resolution 

benefits from subjective judgments on a collective basis and, for these reasons, we 

consider the Delphi method as an appropriate method for this study.  

 

 

7.2. Methodological Procedures: The Delphi Technique 

 

7.2.1 Definitions, Theoretical Background and Basic Concepts 

 

Created in the early 1950s, the “Delphi Project” was the name given to a U.S. Air Force-

sponsored RAND Corporation research project concerning the use of experts’ knowledge 

within their domain of expertise. The Delphi technique is seen more as an art than a 

science (Linstone and Turoff, 2002). It begins with the development of an individual 

survey, which should be completed by a number of individuals who are considered 

experts on a specific issue under analysis (Ferreira et al., 2013), and continues through a 

repeated sequence of successive individual questions (by interview or questionnaire) 

supplemented with information and advice (Dalkey and Helmer, 1963; Ferreira and 

Monteiro Barata, 2011). It aims to achieve a convergence of opinions on a specific real-

world issue (Hsu and Sandford, 2007). As argued by Dalkey and Helmer (1963: 458), the 

objective of the Delphi study is to “obtain the most reliable consensus of opinion of a 

group of experts [...] by a series of intensive questionnaires interspersed with controlled 

opinion feedback […]”. Consistent with this, Ferreira and Monteiro Barata (2011: 246) 

go further by reporting that the method is based on “a well-established sequence of 

successive individual questions supplemented with information and advice, which permits 

correcting the first stages of the process. […] it is a tool, which, under certain 

parameters, enables consensus. […] and is based on the rational principle that ‘n’ 

human minds are better than one when confronting the lack of precise knowledge about a 

certain subject”. In this sense, this controlled interaction among experts through this 
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effective “structured group communication process” (Linstone and Turoff, 2002; Hsu 

and Sandford, 2007), regarding uncertain events or a complex problem, should allow for 

consensual and realistic results under certain parameters (Ferreira and Monteiro Barata, 

2011).  

 The Delphi technique can be used for achieving specific objectives. It is an 

important data collection methodology with a wide variety of applications and uses for 

people who want to gather information from those who are experts in the topic of interest 

and can provide real-time and real-world knowledge (Hsu and Sandford, 2007). This 

technique is useful where the opinions and judgments of experts and practitioners are 

needed, but time, distance and other factors make it unlikely or impossible for the panel 

to work together in the same physical location (Yousuf, 2007). Dalkey (1969) argued that 

Delphi is a procedure for formulating group judgments. The study is of direct relevance 

for the use of experts as advisors in decision-making, especially in areas of broad-ranging 

policy formulation. In this sense, the Delphi technique is beneficial when other methods 

are neither adequate nor appropriate for data collection.  

 According to Linstone and Turoff (2002: 4), the need for employing the Delphi 

technique is particularly useful when: “(1) the problem does not lend itself to precise 

analytical techniques but cart benefit from subjective judgments on a collective basis; (2) 

the individuals need to contribute to the examination of a broad or complex problem have 

no history of adequate communication and may represent diverse backgrounds with 

respect to experience or expertise; (3) more individuals are needed than can effectively 

interact in a face-to-face exchange; (4) time and cost make frequent group meetings 

infeasible; (5) the efficiency of face-to-face meetings can be increased by a supplemental 

group communication process; (6) disagreements among individuals are so severe or 

politically unpalatable that the communication process must be refereed and/or 

anonymity assured; and (7) the heterogeneity of the participants must be preserved to 

assure validity of the results, i.e., avoidance of domination by quantity or by strength of 

personality (“bandwagon effect”) […]”. 

 For these reasons, the attention of Delphi practitioners outside the defence 

community has grown over the years. According to Linstone and Turoff (2002); Okoli 

and Pawlowski (2004); Czinkota and Ronkainen (2005); Yousuf (2007); Ferreira and 
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Monteiro Barata (2011); Goluchowicz and Blind (2011); Worrell et al. (2013); and 

Ferreira et al. (2013), although the traditional field of the Delphi technique has been 

technological forecasting, there is a growing recognition of the need to use it in other 

contexts, namely: environment, health, transportation, etc. Because of this, Delphi is now 

being applied in other areas, including: health care evaluation, public finance, economics, 

politics, government, education, accounting information systems, and operations 

management.  

 According to Dalkey (1969), Linstone and Turoff (2002), Ferreira and Monteiro 

Barata (2011), Von der Gracht (2012) and Ferreira et al. (2013), among others, the 

overall Delphi processes are based on the following basic principles: (1) anonymity: 

group interaction is anonymous, in the sense that comments, forecasts and the like are not 

identified as to their originator, but are presented to the group in such a way as to 

suppress any identification. The convenience of electronic communication has oriented 

the development of the Delphi technique towards computer-mediated studies (Yousuf, 

2007); (2) controlled feedback of individual contributions of data and knowledge: 

conducting the technique in a sequence of rounds, between which a summary of the 

results of the previous round are communicated to the panel participants, is a device for 

reducing noise. With each phase of a Delphi study, each expert panel receives feedback 

on the quality of the decision and the level of consensus among the panel. Feedback on 

the decision process, quality and consensus allows the expert panel to have a structured 

debate on the merits of the alternatives. Repetition, whereby the expert panel reviews and 

assesses alternatives through several controlled phases, provides the panellists with the 

chance to reconsider their initial opinions and assessments of their peers and to utilize 

these to “remodel” or reinforce their opinions (Worrell et al., 2013); and (3) statistical 

treatment of the group responses.  

 Ferreira et al. (2013: 722) highlight that the results of the Delphi method are 

presented through statistical formulation, and indicate that, “the results are defined by a 

function: G = Gj (I, E, R), which reflects the response of a given group Gj to a certain 

event E, where I is the number of individuals, E is the event space (discrete or 

continuous), and R is the domain of answers, which is reflected in an estimation for each 

event and individual of the group. […] this formulation may be based on different 
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components of statistics, such as measures of central tendency (i.e. mean, median, mode 

or quartiles) or dispersion (i.e. standard deviation, variance or semi-interquartile 

amplitude)”. Those statistical data allow for quantitative analysis and interpretation of the 

panel judgment on the topic. 

 

7.2.2 Delphi Steps 

 

As previously stated, the Delphi technique does not require the physical presence of 

group members. Despite this, there is an interaction process between the experts of the 

panel group and the researcher, with the researcher acting as a facilitator (Yousuf, 2007). 

The basic steps of the Delphi process and their typical order are outlined in Figure 8. 

 

 

Source: Zapata in Ferreira et al. (2013). 
Figure 8 – Structure of the Delphi Method 
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 The general structure of the Delphi process begins with the problem definition 

(research question identification) and the selection of the experts. It continues with the 

conduction of a structured survey, which means the use of a series of questionnaires (in 

each round) to collect data and judgments derived from the panel’s expertise. After each 

of these rounds, responses are statistically analyzed and summarized and are then 

presented to the panel of experts for further consideration. This procedure of iteration 

associated with this statistical feedback on the group responses gives experts the 

opportunity to revise their views until group consensus or stability in the responses is 

reached. This procedure continues until the research question under discussion is 

answered or an adequate amount of information has been exchanged (Skulmoski et al., 

2007).  

 

7.2.3. Strengths, Weaknesses of the Delphi Technique 

 

As in other group methods, the Delphi technique has strengths and weaknesses. The 

literature highlights a considerable number of advantages in using the Delphi technique, 

namely: (1) it is a quick and comparatively efficient manner of capturing expert opinions 

(Dalkey, 1969); (2) the technique is simple to use because its application, design and 

scrutiny do not require advanced mathematical skills (Yousuf, 2007); (3) based on the 

confidentiality feature of the technique, many barriers to communication are overcome 

(Yousuf, 2007); (4) information can be obtained from a large group of experts who are 

geographically widely dispersed (Linstone and Turoff, 2002; Yousuf, 2007); (5) physical 

presence is not required, which minimizes direct confrontation and judgment of the 

experts among one other (Dalkey and Helmer, 1963; Ferreira et al., 2013); (6) it is more 

helpful to generate independent thought on the part of the expert panel and aid them in 

the structural formation of a considered opinion (Dalkey and Helmer, 1963); (7) the 

confidentiality matter is facilitated by geographic spread of the panel members as well as 

the use of electronic communication, such as e-mails, to seek and exchange information 

(Hsu and Sandford, 2007); (8) anonymity helps participants to freely express their own 

ideas and convictions without being under different forms of pressure (i.e. organizational 

hierarchy and dominant individuals or groups) (Dalkey, 1972; Linstone and Turoff, 2002; 



 

- 103 - 
 

Worell et al., 2013; Ferreira et al., 2013); (9) through the process of rounds’ repetition, 

the experts become more problem-solving oriented, offer their opinions more 

insightfully, and minimize the effects of noise (Dalkey, 1972); (10) the analysis through 

statistical tools allows for a valid and fair analysis and summarization of the collected 

data (Dalkey, 1972); (11) it allows for the treatment of different topics (Ferreira, et al., 

2013); (12) the controlled interaction among the respondents allows researchers to 

conduct a systematic exploration of those factors which influence their consideration, 

which in turn allows for corrections of any misconceptions regarding empirical factors or 

theoretical assumptions or to draw attention to other factors which may otherwise have 

been overlooked (Dalkey and Helmer, 1963); (13) non-response is minimized by 

participants’ personal assurances that they will be part of the survey (Okoli and 

Pawlowski, 2004); (14) because of multiple repetition and the possibility for the revision 

of the responses, Delphi studies essentially provide richer data (Okoli and Pawlowski, 

2004); and (15) the Delphi method reduces ambiguity through the use of expert panels 

(Worrell et al., 2013). 

 Despite the advantages of using the Delphi technique, one must be aware of its 

disadvantages and of the criticisms of the experimental procedure in order to carefully 

consider the problems associated with the method before designing a specific study. 

Some of the common weaknesses of a Delphi process are: (1) the quantitative scrutiny of 

responses to the initial questionnaire may lead to problems in interpretation (Linstone, 

1978); (2) there is no guarantee of the panel’s consensual agreement; (3) the process of 

motivating prospective panel members to participate in the Delphi technique can be 

difficult, and maintaining their interests in each round and the existence of rounds also 

means that respondents may no longer wish to participate, either because the survey is 

always the same or because it becomes time-consuming and, consequently, they drop out 

of the process (Ferreira et al., 2013; Worrell et al., 2013); (4) the scope of the application 

may be limited by the availability of experts on the research topic (Ferreira et al., 2013); 

(5) the fact that the method does not require physical presence of the participants may 

lead to unrealistic results, simply because the questions are misunderstood (Ferreira et al., 

2013); (7) “poor” elaboration of the survey, due to the fact that the statistical treatment of 

the answers provided to the respondents after each round may be considered an 
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influencing factor (i.e. an individual may feel forced to answer according to the responses 

of the group) (Ferreira et al., 2013); (9) experts tend to judge the development prospects 

in isolation from other developments (Yousuf, 2007); (10) the implementation of the 

Delphi method is highly dependent on the response rates of each round (i.e. the method is 

dependent on the willingness of experts to participate); and (11) the control of 

irresponsible feedback can be difficult, especially if panelists are interested in 

manipulation (Goluchowicz and Blind, 2011). 

 Although the Delphi method as a research tool has its strengths and weaknesses, 

many research studies have identified the variety of research questions that can be asked 

and subsequently answered using the Delphi method (Skulmoski et al., 2007). The 

Delphi method works especially well when: (1) there is incomplete knowledge about a 

problem or phenomenon; (2) the goal is to improve our comprehension of problems, 

possibilities and solutions or to predict future trends (Skulmoski et al., 2007); and (3) it is 

well suited to rigorously capture qualitative data. It may be seen as a structured process 

within which one uses qualitative, quantitative or mixed research methods. Such 

flexibility may aid in the ability of the method to answer our research questions. Thus, it 

seems plausible to assume that the Delphi method suits the circumstances of CG in 

Albania and our research question. Furthermore, to the best of our knowledge, there is no 

prior research using the Delphi technique to analyze the level of knowledge and 

implementation of CG mechanisms in Albania (for further discussion, see Appendix 1). 

Following this, there is considerable scope to explore this methodological approach in the 

Albanian context. In this line, our questionnaire will be designed to focus on corporate 

governance problems, opportunities, solutions and development prospects. Based on this 

initial background, and through the construction of a panel of Albanian joint stock 

companies’ (JSCs) CEOs, we aim to analyze the current situation of CG practices in 

Albania, compare it with the situation before the 2008 world crisis, and develop future 

prospects. In order to achieve these objectives, in the next section we will present the 

questionnaire’s design.  
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7.3. Questionnaire Survey 

 

7.3.1. Conception and Testing 

 

Based on the objectives defined for this study, we decided to divide the questionnaire into 

four parts. The objective of the first part of the questionnaire is to determine the level of CG 

mechanisms used by Albanian companies. This section contains the largest number of 

questions. The focus will be on the shareholders’ rights (e.g. the right to participate in 

general meetings of shareholders, the right to vote, the right to information on the 

company, as well as the right to dividends and appeal); the role of other stakeholders in 

the CG; transparency and disclosure; and the roles and responsibilities of the 

supervisory/administrative board. The questions in the second part of the questionnaire 

will attempt to reveal the differences between those practises used before and those 

practises used after the financial crisis (direct comparison), thus identifying the major 

factors that influence the Albanian CG practices. The third part will attempt to provide 

development prospects based on the perceptions of the CEO panel. The fourth part will 

give us an overview of the sample characterization, which includes the CEO’s 

characteristics in terms of age, gender and qualifications and data regarding the company 

ownership concentration, size, and field of activity. 

 To assess the content of the questionnaire, three questionnaires were distributed 

for evaluation. The first questionnaire was given to an expert in the field of management 

assessment; the second questionnaire was given to an expert in the field of management 

and statistics, and the third to a business leader who had become part of the changes in 

the business field. Experts were asked to evaluate the questionnaire and determine which 

questions could be kept in the questionnaire, which questions should be modified, and 

which should be removed from the questionnaire (i.e. questions unclear or essentially 

unrelated to the study). The evaluation of the survey questions showed that general 

questions should be kept in the questionnaire. Suggested changes were related to 

“Albanianization” of some terms used. Once the suggested improvements were made, an 

updated version of the questionnaire was distributed to 10 JSCs in Vlora city to conduct 

“preliminary testing”. The aim was to evaluate the questionnaire and improve it if 
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necessary. Based on the questionnaires received, it was not necessary to make further 

changes.  

 

7.3.2. Reliability 

 

Cronbach’s alpha is a statistical measure for gauging the internal consistency of the 

questionnaire responses (Cronbach, 1951). It ranges from 0 to 1, and it quantifies the 

degree to which items on an instrument are correlated with one another (Tavakol and 

Dennick, 2011). If Cronbach’s alpha is near 0, then the quantified answers are not reliable 

at all, resulting in the absence of any correlation, and if it is close to 1, the answers are 

very reliable, resulting in a perfect correlation (Tavakol and Dennick, 2011). In this 

study, all Cronbach’s alphas were greater than 0.8, demonstrating the consistency of the 

questionnaire. 

 

 

7.4. Panel Composition 

 

The Delphi method, as a multi-round survey procedure (Von der Gracht, 2012), depends 

on a panel of experts and is designed to aggregate expert opinions on future trends. 

According to the literature, the quality of the Delphi results depends on the appropriate 

selection of the panel, which should be composed of competent individuals with expertise 

in a focal topic. According to Okoli and Pawlowski (2004) and Worrell et al. (2013), a 

suitable expert panel design (composition and size) is essential in assuring the validity of 

the findings (in order to obtain accurate and reliable data), since it is the panel’s opinions 

and judgments that determine the outcomes of the study. Although it is important, there is 

no precise number concerning the dimension of a Delphi panel. 

 Worrell et al. (2013) argue that the Delphi panel is a group of individuals deemed 

experts (the individual can make an informed opinion on the focal topic) by either 

objective (e.g. job title, work experience, organizational affiliation) or subjective (e.g. 

reference triangulation) factors. It is this expertise that suggests the individual can render 

an informed opinion on the focal topic. Generally, the pool of selecting possible Delphi 
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experts is likely to use positional leaders and individuals, who are primary stakeholders 

with various interests related to the target issue or research effort (Goluchowicz and 

Blind, 2011). While the panel composition seems to be important, researchers have never 

reached a consensus on what constitutes an optimal number of members in a Delphi 

process. According to Okoli and Pawlowski (2004: 19), “the Delphi group size does not 

depend on statistical power, but rather on group dynamics for arriving at consensus 

among experts […]. It is a group decision mechanism requiring qualified experts who 

have deep understanding of the issues” (for further discussion, see Hsu and Sandford, 

2007; Goluchowicz and Blind, 2011; Worrell et al., 2013). Consistent with this, Linstone 

(1978) argued that the Delphi technique does not have a specific criterion for determining 

panel size; rather, it depends on the specific study. The panel of experts should be large 

enough to obtain the amount of expertise necessary to conduct the study effectively. 

Following this, and in order to obtain accurate and reliable data for the success of our 

study, it is crucial to secure the participation of the right kinds of experts who understand 

the issues. A basic criterion for selecting experts was that they should be extremely 

knowledgeable in the area they represent. Individuals who are recognized as experts in 

the area of CG practices comprised the first step in the selection process. The selection 

criteria were: (1) active career in top-level management for at least 10 years; and (2) 

accessibility and willingness to engage in the research. Individuals who had a minimum 

of 10-year experience in the management of the JSC during the last 10 years were 

considered prospective experts. 

 Until the end of 2012, there were 879 JSCs in Albania (cf. INSTAT, 2012a). In 

accordance with the purpose of our study, we needed to identify those companies with 

real activity before 2008. For this reason, the companies included in our study should 

have been registered before 2007. According to INSTAT (2012a), this number is 531. 

Furthermore, given the current conditions in Albania (i.e. in a small country, you cannot 

expect so many experts in the field), an effort to increase the validity of this study was 

made, and CEOs from 80 JSCs of the country were selected. It is worth mentioning, in 

addition, that our essay was focused on the perceptions of CEOs, and we did not include 

other stakeholders in the expert panel. Although other stakeholders, such as board-

affiliates, could have been integrated, it is widely acknowledged that they are not as 
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informed as CEOs in terms of CG internal practices, pointing to the possibility of 

information asymmetry. In addition, the panel of experts was also operationalized based 

on a voluntary basis, which limited our intervention in the panel composition. Lastly, one 

should bear in mind that Albanian state-owned company board members have usually a 

very passive position. This means that they can be appointed/dismissed in any time based 

on pure political reasons, such they may not have the necessary incentives to integrate the 

company governance structure. Following these reasons, and in line with the purpose of 

the study, it was determined that the experts should be CEOs, representing different types 

of JSCs, namely in the banking field, market insurance and other financial services, and 

JSC groups arising from privatization and other group companies (state-owned JSCs 

established as such from the beginning, and JSCs generated from special laws). The 

selection was based on the commercial register and discussions with specialists. The 

survey was conducted primarily in the cities of Tirana, Durrës, Fier, and Vlorë (where 

there is the greatest number of Albanian JSC), but even in Shkodra, Tropoja, Elbasan, 

Gjirokastër, Lushnjë and Sarandë. 

 Initial contact was made with each expert by personally delivering or e-mailing 

information that consisted of a cover letter stating the study’s purpose (see Appendix 2) 

and explaining the subject of the study and the procedures required for it, research 

questions, a summary of Delphi technique procedures, and a participation form for them 

to indicate their agreement to serve on the panel. This was followed with a letter thanking 

them for their responses. For this study, we asked panellists to commit to completing the 

questionnaires and returning them within four weeks of receipt. Naturally, we required 

participants to have access to e-mail, fax or the Web for receiving and returning 

questionnaires. In the next topic, we will present the results obtained. 
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SYNOPSIS 

 

As previously stated, this topic aimed to provide a general description of the research 

methodology. In particular, in order to compare CG practices in Albania before and after 

the 2008 world crisis, we have identified the Delphi technique as an appropriate 

methodology for studying Albanian joint stock companies’ CEOs. In particular, this 

choice was boosted by the lack of historical data and the absence of prior research using 

the Delphi technique to analyze the level of knowledge and implementation of CG 

mechanisms in Albania. Based on the objectives defined for this study and the particular 

Albanian context, a critical first step in this study was the design and development of the 

questionnaire. The first part of the questionnaire was created to identify the current level 

of CG implemented by Albanian JSCs. The second part was developed to understand the 

differences between the practises used before and after the financial crisis (direct 

comparison), thus identifying the major factors that influence Albanian CG practices. The 

third part was created to provide development prospects based on the perceptions of the 

CEO panel. The fourth part was designed to provide an overview of the sample 

characterization, which includes the respondents’ characteristics in terms of age, gender 

and qualification, and data regarding company ownership concentration, size and field of 

activity. Furthermore, in an effort to increase the validity of this research project, a CEO 

panel of 80 JSCs in Albania were selected, and, following the purpose of the study, it was 

determined that the experts should represent different types of JSC corporate groups in 

the banking field, market insurance and other financial services, JSC groups arising from 

privatization and other group companies (state-owned JSCs established as such from the 

beginning, and JSCs generated from special laws). The survey was conducted primarily 

in the most representative cities in Albania, where the greatest numbers of Albanian JSCs 

are located. We strongly believe that there is considerable scope to explore the Delphi 

technique to analyze the evolutionary patterns and provide development prospects for CG 

practices in the particular Albanian context. In the next topic, the empirical results of our 

Delphi application will be presented and analyzed. This will allow the answers to our 

research questions to be obtained. Naturally, the limitations of our study will be analyzed 

as well. 
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8. RESULTS OF THE EMPIRICAL ANALYSIS 

 

his final topic presents the results of our empirical research and provides an 

analysis of the findings obtained with the application of the Delphi 

technique. Specifically, the topic presents the characterization of our panel 

of experts and firm panel. Furthermore, it presents the survey findings with 

regard to the current level of knowledge, application and quality of CG practices at the firm level. 

Next, it presents factual information in order to identify eventual changes to the CG 

practices used by Albanian companies as a result of the 2008 world crisis. Through the 

opinions of the CEO panel members, we have tried to determine the future trends of CG 

practices in Albania. Naturally, even considering the validity of the results, we will 

analyze its limitations as well. 

 

 

8.1. Panel Characterization 

 

The initial Delphi panel was composed of 80 CEOs. As shown in Figure 9, after the first 

round, the number of panel members was reduced to 53 and, after the second round, only 

37 members provided their responses to the survey. 

 

 

Figure 9 – Number of Panel Respondents per Round 

 

T
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 Specifically, the 80 CEOs who were initially contacted were delivered a set of 

materials that consisted of a presentation letter and the questionnaire. After a period of 

three weeks, we received the responses of 53 CEOs. The experts’ responses were treated 

using the Statistical Package for the Social Sciences (SPSS). Additionally, means, 

medians and standard deviations were computed for each Likert scale. It should be noted 

that there is no standard analysis procedure when using the Delphi technique. However, 

in most Delphi studies the common statistical measures for analysis are a combination of 

means, median scores, and standard deviations (cf. Von der Gracht, 2012). 

After statistical treatment, the panel members’ responses to Round I were 

provided to the 53 CEOs who returned the questionnaire (see Appendix 2). The panel 

members had the opportunity to reconsider their responses and, after a period of three 

weeks, only 37 panel members completed the questionnaire. It should be noted that 

the decrease in the number of panel members from round to round is foreseen in the 

literature (Ferreira et al., 2013). In our case, that reduction was mainly due to the 

length of the questionnaire. Considering that “there is no ideal number of experts for 

the application of the Delphi technique” (Ferreira and Monteiro Barata, 2011: 246), 

responses from the 37 members in the final round provide the basis for our analysis, 

which projects the convergence of opinions (i.e. consensus) reached. The 

characterization of the sample (i.e. 37 respondents in the second round) is provided in 

Table 7, which shows that most respondents are male (70.3%) and fall primarily in the 

age group of 43-47 years (40.6%). As far as qualifications are concerned, most of the 

panel members hold a higher academic degree (67.6%), predominantly in economics 

or management (67.6%).  
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Delphi Panel 

 N % 

Gender 

Female 11 29.7 

Male 26 70.3 

Total 37 100.0 

Year of Birth 

1952-1956 3 8.1 

1957-1960 3 8.1 

1961-1965 8 21.6 

1966-1970 15 40.6 

1971-1976 8 21.6 

Total 37 100.0 

Qualifications 

4-years Diploma 12 32.4 

MSc, MBAs 20 54.1 

PhD 5 13.5 

Other 0 0.00 

Total 37 100.0 

Area 

Economics/Management 25 67.6 

Engineering 8 21.6 

Other 4 10.8 

Total 37 100.0 

 

Table 7 – Characterization of the Respondents [Second Round] 

 

As pointed out in the previous topic, it was determined that the panel members 

should represent different types of JSCs, namely from the banking field, market insurance 

and other financial services, JSC groups arising from privatization and other group 

companies (state-owned JSCs established as such from the beginning, and JSCs 

generated from special laws). According to Table 8, and based on the panel responses, 
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most of the panel companies were established as a JSC from the beginning. With regard 

to the origins of the JSCs’ creation, 16.2% were created as a result of the privatization of 

state enterprises, 48.6 % were established as a joint stock company from the beginning, 

while only 18.9% were established by special law and 16.2% by other forms. 

 

Origin % 

As a result of the privatization of state enterprises 16.2 

Established as a JSC from the beginning 48.6 

Special law 19.0 

Other  16.2 

Total 100.0 

 

Table 8 – JSCs by Origin of Creation [n=37] 

 

With regard to the field of activity, most operate in the service and/or business 

service trade (35%), 27% in the infrastructure sector (i.e. manufacturing and distribution 

of energy, water supply and sanitation, telecommunication and informatics), 24% in the 

financial sector, and 14% in the production area (see Table 9). 

 

Field of Activity % 

Financial activity 24.0 

Production activity 14.0 

Services/business service trade 35.0 

Infrastructure 27.0 

Total 100.0 

 

Table 9 – JSCs by Field of Activity [n=37] 

 

Table 10 presents a summary of data regarding the number of people employed in 

the companies. As can be seen, most of the companies have more than 100 employees 
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(48.6%). Some 27.0% have between 25 and 100 employees, while 24.3% have 25 or 

fewer employees. 

 

 Responses % 

 25 or less 24.3 

Number of employees 

25-100 27.0 

More than 100 48.7 

 Total 100.0 

 

Table 10 – JSCs by Number of Employees [n=37] 

 

Table 11 presents a summary of data regarding the companies’ year of creation. 

As we can see, most of them are relatively new (i.e. created only in the period between 

2000-2004 (48.7%)). 

Year Range % 

1912-1994 21.6 

1995-1999 16.2 

2000-2004 48.7 

2005-2007 13.5 

Total 100.0 

 

Table 11 – JSCs by Year of Creation [n=37] 

 

As predicted in previous sections (point 1 and 3) of this study, and according to 

Table 12, most of the companies are owned by a single shareholder (40.6%) or a small 

group of controlling shareholders (i.e. 4-8 shareholders), indicating specific agency 

problems related to the direct involvement of owners in many important decisions and 

daily monitoring of the company. Diffuse ownership is rare and accounts for only 8.1% of 

the respondent firms. This evidence is in accordance with the data of IFC (2004) and Llaci 

(2012). 
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 Number % 

Shareholders 

1 

2 

3 

4-8 

More than 100 

40.6 

18.9 

5.4 

27.0 

8.1 

Total N=37 100.0 

 

Table 12 – Ownership Degree of Concentration (Structure) [n=37] 

 

Consistent with this, Table 13 shows that the biggest owners of the sample firms 

possess more than two-thirds of the company shares. Minority shareholders hold only 

5.4% of shares or 2.7 % of shares, respectively, from 2-10% or less than 2% of company 

shares. 

 

Shares Owned 
% 

More than 2/3 67.6 

From 1/4 to 1/2 18.9 

From 2 to 10% 5.4 

2% or less 2.7 

Total 100.0 

 

Table 13 – Number of Shareholders per Shares Owned [n=37] 

 

A summary of data regarding the ownership structure of panel firms is presented 

in Table 14. As can be seen, firms are mostly controlled by individuals, foreign 

shareholders or domestic societies, or the state, indicating that the panel companies have 

a concentrated ownership structure. This evidence was predicted by IFC (2008) and 

confirmed by Çipi et al. (2014).  
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Table 14 – Ownership Structure [n=37] 

 
In our opinion, this form of concentrated ownership structure is related in some 

ways to the low development of the capital market and to low levels of law enforcement 

mechanisms in protecting shareholders’ rights. Furthermore, ownership by administration 

or company employees is less common, indicating low incentives to distribute stock 

options among these stakeholders. However, having this type of incentive in place is 

Ownership Shares (%) N % 

Administration 

0% 26 70.3 

10-50% 6 16.2 

100% 5 13.5 

 Total 37 100.0 

Employees 

0% 34 91.9 

3-6% 3 8.1 

Total 37 100.0 

Individuals 

0% 11 29.7 

19-50% 3 8.1 

51-87% 6 16.2 

100% 17 46.0 

Total 37 100.0 

Foreign Investors or 
Domestic Society 

0% 24 64.9 

40-76% 5 13.5 

100% 8 21.6 

Total 37 100.0 

State 

0% 25 67.6 

5-27% 4 10.8 

100% 8 21.6 

Total 37 100.0 
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necessary to effectively motivate workers and make them real stakeholders (i.e. having 

many of these complements in place is necessary to effectively align their interests). 

The responses obtained related to CG practices are presented in the next section, 

which follows the structure of the questionnaire. 

 

 

8.2. Findings and Discussion 

 

As already pointed out, the panelists were asked to review their previous responses 

during the second round. To assist in the development of sound conclusions and 

recommendations for the study, a criterion for consensus was pre-established for the 

data. In this study, the median scores and standard deviations were used to analyze the 

findings. The levels of agreement or disagreement for each statement were reported as 

a standard deviation score. Based on the literature review (Grobbelaar and Buys, 2007; 

Von der Gracht, 2012), we have chosen the standard deviation as the right 

measurement of the variability in our sample. According to Grobbelaar and Buys 

(2007), in a normal distribution, 68% of the scores fall within one standard deviation 

above and one standard deviation below the mean. For the purpose of this research, a 

decision was made on the level of consensus reached in terms of the standard deviation 

as described in Table 15. 

 

Standard Deviation Level of Consensus Achieved and Decision Rule 

0 ≤ X < 1 High level of consensus. No need for additional round. 

1 ≤ X < 1.5 Reasonable level of consensus. No need for additional round. 

1.5 ≤ X ≤ 2 Low degree of consensus. Possible need for additional round. 

2 ≤ X No consensus. Definite need for additional round. 

 Source: Grobbelaar and Buys (2007, Adap.). 

Table 15 – Decision Criterion for the Level of Consensus 

 

Based on this criterion, we reached consensus after round 2. This means that all 

statements had a standard deviation lower than 1.5 and were considered consensual. 
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8.2.1. General Characterization of the Present Situation 

 

The objective of this first section is to determine the level of acknowledgement of CG 

mechanisms and their benefits in Albanian JSCs. Based on the data collected from the 

panel of experts, 37.8% affirm to have full knowledge of the CG mechanisms, while 

43.35% and 18.9% have, respectively, enough or relative knowledge (Table 16). 

 

 Responses % 

Level of CG acknowledgement 

Full Knowledge 37.8 

Enough Knowledge 43.2 

Relative knowledge 19.0 

Not at all -- 

Total 100.0 

If CG implementation provide benefits 

Yes 91.9 

Perhaps 9.1 

No -- 

Total 100.0 

 

Table 16 – CG Level of Knowledge and Benefits [n=37] 

 

Additionally, as shown in Table 16, the panel members mostly agree (91.9%) on 

the benefits provided by the implementation of good CG practices. This indicates that CG 

executives are becoming aware of the real benefits of CG mechanisms. Nevertheless, 

considering the “short life” of the Albanian companies in the free trade market, we 

should once again highlight that the number of experienced specialists in the field still 

appears to be low. Additionally, this apparently “good” level of knowledge of the CG and 

its benefits is in some ways related to the bank CEOs’ responses (the high degree of 

foreign ownership in the banking sector has helped Albanian banks to establish high 

standards in organizational and CG practices). 
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   Based on the data collected from the panel of experts, we tried to understand their 

opinions about the real benefits of CG mechanisms. Based on a Likert scale from 1 to 5 

(1 = strongly agree; 2 = agree; 3 = neither agree nor disagree; 4 = disagree; 5 = strongly 

disagree), and as shown in Table 17, the respondents elected consistency with laws and 

regulations; improvement in the access to capital markets; increase in the level of 

oversight and accountability; reduction of costs of capital; fraud and corruption; and 

reduction of the risk of uncertainty for foreign investors as the most important benefits 

brought about by the use of CG mechanisms. 

 

Benefits Mean Median 
Std. 

Dev. 

Coef. 

Variat. 

Consistency with laws and regulations 1.27 1.00 0.508 0.400 

Improves the access to capital markets 1.57 1.00 0.647 0.412 

Increases the ability to take decisions more effectively 1.57 2.00 0.603 0.384 

Increases the assets and company value 1.73 2.00 0.608 0.351 

Increases the level of oversight and accountability 1.54 1.00 0.650 0.422 

It helps to establish a good reputation 1.70 2.00 0.661 0.389 

Minimizes the risk of personal responsibility 1.68 2.00 0.669 0.398 

Possibility of new partnerships with outside entities 1.73 2.00 0.769 0.445 

Reduces costs of capital, fraud and corruption 1.51 1.00 0.559 0.370 

Reduces the risk of uncertainty for foreign investors 1.43 1.00 0.502 0.351 

 

Table 17 – Benefits of CG Mechanisms [n=37] 

 

As stated in Topic 1, there is a link between good governance and good 

performance. Better CG practices are reflected in higher market values, which result in 

higher cash flows accruing to investors and lower costs of capital for the firms. For those 

reasons, implementing CG practices is seen as an opportunity for long-term sustainable 

financial benefits rather than an obligation and/or a pure cost factor. Corporate executives 

should be aware even of the other benefits, such as increasing the ability to take decisions 

more effectively, increasing the assets and company value, establishing a good reputation, 
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minimizing the risk of personal responsibility, and the possibility of new partnerships 

with outside entities.  

 Respondents were next asked to rank the three CG mechanisms that most affect 

firm performance (i.e. 1 = most important; 3 = third most important). Table 18 presents 

the aggregated scores, which resulted from giving 3 points to the most important 

criterion, 2 points to the one considered in second place and 1 point to the one identified 

as third most important.  

 

Mechanisms Points 

CEO’s power over the supervisory/administrative board 48 

Stronger shareholders’ rights 40 

Quality of the company’s regulations 39 

Composition and size of the supervisory/administrative board 35 

Degree of ownership concentration 23 

Number of independent members in the supervisory/administrative board 13 

CEO’s reward 11 

Transparency and disclosure of the company’s information 8 

Taking into consideration the rights of the other stakeholders 5 

Implementation of corporate social responsibility practices 1 

Other 0 

Total 223 

 

Table 18 – CG Mechanisms Affecting Firm Performance [n=37] 

 

As can be seen, the final ranking was the following: (1) CEO’s power over the 

supervisory/administrative board (with 48 points); (2) stronger shareholders’ rights (40 

points); and (3) quality of company’s regulations (39 points). It is interesting to note that 

corporate social responsibility practices, other stakeholders’ rights and transparency 

issues, as part of “good” CG practices, were given almost null importance as far as CG 
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benefits go, possibly indicating a relative lack of importance attributed to such issues. 

The top three priorities are decisive in determining the level of CG mechanisms 

implemented. Furthermore, considering the Albanian context, we evaluate these choices 

as the right ones, even in terms of best CG practices (see Topic 4). According to the 

Albanian Company Law, in which the duality of the CEO is amended, this provision is 

consistent with the literature which indicates that a split role is needed to ensure that the 

board maintains sufficient independence from management so that it can monitor 

effectively on behalf of shareholders and avoid CEO entrenchment (i.e. companies that 

have duality may have an individual who has too much power and is able to make 

decisions that do not maximize shareholders wealth). Stronger shareholders rights (and in 

many cases concentrated ownership) are important from a corporate control perspective 

because they provide investors with both the incentive and the ability to monitor and 

influence management (with the risk of expropriating minority shareholders). The 

improvements made to the various laws related to the company’s governance are meant 

to assist executive directors and managers in the implementation of CG practices. 

The establishment of a clear code of conduct and ethical standards may be a clear 

indicator for CSR measurement in Albania. In this sense, we attempted to collect 

information on the availability of a code of conduct. Table 19 presents the results based 

on the availability of the code of conduct, and if it has been revised in the last 5 years. In 

the first section of the table, most of the respondents affirm the existence of the code of 

conduct (75.7%). In the second section, they mostly affirm the revision of the code of 

conduct (89.3%). 
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 Responses % 

Availability of code of conduct 

Yes 75.7 

No 24.3 

Total 100 

If the code has been revised 

Yes 89.3 

No 10.7 

Total 100.0 

 

Table 19 – Code of Conduct [n=37] 

 

Ethics usually reveals how people behave when they are not being watched. As 

such, one may assume that even when there are in place good governance structures, they 

count for little when the ethical “culture” isn’t right. This culture becomes even more 

important after the corporate failure of many western corporations. Instilling the right 

kind of corporate culture is the prime responsibility of CEOs and executive directors. As 

discussed in Topic 4, it is widely agreed that a company must not only confine itself to 

making profits and obeying the law, but it should also accept its ethical and social 

responsibilities. 

As shown in Table 20, 62.2% of the respondents affirm that the company’s CEO 

is a professional manager, 27% of the respondents affirm that the CEO is the founder 

him/herself, 5.4% of the respondents says that the CEO is part of the founder’s family, 

and some 5.4% affirm other. These results indicate that Albanian shareholders are 

becoming aware of the expert role of CEOs for long-term performance of their 

companies. On average, the CEO’s tenure is five years (the maximum indicated by law is 

three years with the right of reelection. For bank’ CEOs, this provision is five years).  
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 Responses % 

Relationship of the CEO with the founder or the 

largest shareholder 

Founder him/herself 27 

Founder’s family 5.4 

Professional manager 62.2 

Other 5.4 

Total 100.0 

 

Table 20 – CEO Relation with the Company Founder or the Largest Shareholder [n=37] 

 

Respondents were next asked if they have any regulations for each department 

and for their relationships. According to their responses and based on Table 21, they 

mostly affirm to have regulations for every department and for their relationships 

(54.1%). However, 29.7% say that they have it only in some of them, and some argue to 

not have any regulations at all (8%). 

 

 Responses % 

Regulation for every department and their relationship 

Yes 54.1 

In some of them 29.7 

No 16.2 

Total 100.0 

 

Table 21 – Departmental Regulation [n=37] 

 

Despite the above results, regulations are only one part of the answer to improved 

governance. During past crises and the more recent crisis, most of them were centered in 

countries with a very legalistic culture and called for greater executive awareness, and in 

particular to pay more attention to the substance over the form of regulations. 

Table 22 allows us to understand the panel opinion on the audit role. According to 

respondents unanimously, evaluation of the audit role is seen as very objective (100.0%). 
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Responses % 

The role of audit 

Objective 100.0 

Subjective -- 

Total 100.0 

 

Table 22 – The Audit Role [n=37] 

 

Audit committees are mandatory only for listed companies, banks and insurance 

institutions. Even before 2008, shareholders officially appointed external auditors at 

general shareholders’ meetings, but dominant shareholders had the ability to actually 

select the external auditors because they controlled the majority of voting shares. As a 

result, in many companies, the independence of auditing firms was and still is seriously 

undermined. Albania does not impose any restrictions on the period during which an 

auditor can audit a company. In addition, penalties for violating laws and regulations on 

auditing, which had existed for a long time but had rarely been enforced before 2008, are 

now more severe and are being enforced more rigorously. Auditors and companies that 

violate laws and regulations on auditing and information disclosure can face suspension of 

auditing licenses and other penalties. 

Based on data collected from the panel of experts (see Table 23), one can see that 

the branches of the foreign companies use the same accounting standards as the parent 

company (65%), partially use them in 20% of cases, and do not use them at all in 15% of 

cases. 

 

International Accounting Standards % 

Yes 65.0 

Partially 20.0 

No 15.0 

Total 100.0 

 

Table 23 – Use of Accounting Standards [n=37] 
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Auditing standards have been enhanced to meet international standards so that 

there is little material divergence between national standards and the generally 

internationally accepted accounting principles. In relation to the reliability of disclosed 

information, companies must adopt internationally recognized accounting and audit 

standards and ensure the independence of the audit process (in Albania this is a mandatory 

provision). 

 

8.2.1.1. Shareholders’ and (Other) Stakeholders’ Rights 

 

Even though shareholders entrust the board of directors to guide and monitor 

management, they are afforded rights and opportunities to participate directly in monitoring 

their firms. Their basic rights include obtaining relevant corporate information on a timely 

and regular basis, participating in and voting at general shareholders’ meetings, and 

electing board and audit members. In concentrated ownership companies, controlling 

owners might try to maximize their own interests, often at the expense of minority 

shareholders. Thus the focus of shareholders’ role in the governance of these types of 

companies should be on providing minority shareholders with effective mechanisms for 

protecting their interests from abuses by controlling owners or management. In 2008, 

Albania introduced a range of provisions geared towards providing more effective 

protection of the rights of minority shareholders (the main rights provided by law to the 

Albanian JSCs’ shareholders are presented in Appendix 1). This subsection is primarily 

concerned with shareholders’ effective participation in decision-making and other 

shareholders’ rights, and contains the largest number of questions with the aim of 

forming a broad picture of shareholders’ rights issues in Albanian JSCs. The focus was 

on basic rights of shareholders: the right to participate in shareholders’ general 

meetings, the right to vote, the right to information, as well as the right to dividends and 

the right to appeal. 

According to the panelist’s answers, and as shown in Table 24, in general there is 

a good level of knowledge of shareholders’ rights (43.2%). Partially, they affirm a very 

good evaluation (29.7%) and an appropriate evaluation (24.3%).  
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Evaluation % 

Inappropriate 2.7 

Appropriate 24.3 

Good 43.2 

Very good 29.7 

Total 100.0 

 
Table 24 – Level of Recognition of Shareholders’ Rights [n=37] 

 

This result may have been influenced by the fact that the groups of financial 

companies which operate in Albania are relatively well consolidated and organized on the 

basis of fairly elaborate legislation. Furthermore, this overall result of the survey may 

have been influenced by the fact that most of the companies are owned by a single 

shareholder, and as a result, their participation in firm decision making and control is at 

relatively good levels.  

Based on a Likert scale ranging from 1 to 5 (1= bad; 2= somewhat; 3= moderate; 

4= sufficient; 5=good), Table 25 shows that there is a good level of shareholders’ rights 

implementation in terms of ownership rights over the shares, the right to information and 

the right to take dividends. Other rights, such as participation in the decision-making and 

control processes and the right to appeal, were classified as sufficiently implemented.  

 

Shareholders’ Rights Mean Median 
Std. 

Dev. 

Coef. 

Variat. 

Ownership rights over the shares 4.32 5.00 1.002 0.232 

Participation in the decision-making and control processes 4.22 4.00 1.004 0.238 

Right to appeal 3.73 4.00 1.146 0.307 

Right to information 4.30 5.00 0.968 0.225 

Right to take dividends 4.35 5.00 1.006 0.231 

 

Table 25 – Level of Implementation of Shareholders’ Rights [n=37] 
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It is worth noting, however, that in most cases, the recognition of the shareholders 

is limited to the rights described in the Albanian legislation, rather than best 

internationally accepted CG practices. 

Responses to the next question demonstrate that most of the shareholders have not 

been invited to buy shares of the company (73%), although this is a right known by the 

Albanian Company Law as the “shareholders’ priority right” (and internationally well 

accepted CG practices) (Table 26). 

 

Responses % 

Yes 16.2 

Rarely 10.8 

No 73.0 

Total 100.0 

 

Table 26 – Shareholders’ Priority in the Company’s Share Trading [n=37] 

 

According to the responses collected in the next four questions of this section, and 

as shown in Table 27, it appears that the company’s general assembly takes place mostly 

2-4 times a year (54.1%) (in comparison with “at least once a year” provided in the 

Albanian Company Law). Assemblies are held regularly for only 16.2%, while 29.7% 

affirm that it is held only once a year. Apparently, this relatively frequent density of the 

general assemblies may be explained by the small number of shareholders for each 

company, which probably makes easier the process of organizing the shareholders’ 

assemblies. Additionally, the responses show that there are 54.1% of cases when the 

companies have organized an extraordinary assembly over the last four years. It is noted 

that the extraordinary assemblies are mostly required by the major shareholders (47.4%) 

or the supervisory board (36.8%), which we think in some way relates to the good 

organization of these societies in legal terms and to the role of boards in these companies. 

On the other hand, this indicates a small role for minority shareholders in exercising their 

rights or organizing assembly agendas. However, according to the responses, in most 

cases the reasons for organizing these assemblies are for the approval to changes in the 
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company’s statutes (42.3%) (legal liability); followed by reelection of the supervisory 

board (26%); dismissal of the executive director (19.2%); and other reasons (7.69%), 

(Table 27). 

 

 Responses % 

How many times the company’s general assembly 
take place 

Up to 4 times a year 16.2 

From 2-4 times a year 54.1 

Once 29.7 

Total 100.0 

If any extraordinary assembly took place over the 
last 4 years 

Yes 54.1 

No 45.9 

Total 100.0 

The reasons for the extraordinary assembly of 
shareholders 

Reelection of the supervisory board 30.8 

Dismissal of the executive director 19.2 

Changes to the statutes 42.3 

Other 7.69 

Total 100.0 

Who asked for the extraordinary assembly of 
shareholders 

Major shareholders 47.4 

Minor shareholder -- 

Supervisory board 36.8 

Other 15.8 

Total 100.0 

 

Table 27 – Shareholders’ Rights to Participate in General Meetings and Extraordinary Meetings, and 

the Reasons for Extraordinary Meetings [n=37] 
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It should be noted that the shareholders of financial companies included in this 

survey generally have a relatively advanced education and knowledge of the business in 

general. This fact brings a higher level of participation and interest in company activities 

on their part. However, this recognition is limited to the rights described in the Albanian 

legislation, rather than on global best practices. Furthermore, as can be seen, the right to 

take part in the company’s decision-making process is claimed by most of the panel 

members. Additionally, the responses show that extraordinary assemblies are primarily 

required by major shareholders or by supervisory boards, which we think in some way 

relates to the strong organization of these societies in legal terms. Still, according to the 

results, in most cases the reasons for organizing these assemblies are due to changes in 

statutes. 

With regard to the shareholders’ freedom of information, the panelists responded 

well to the exercise of the right of information utilization. Based on the data collected, 

shareholders are regularly informed about the company’s information, primarily during 

the assembly meeting (34.6%), by official mail (28.8%), via announcement by the 

company’s offices (23.1%) and other forms (13.5%) (Table 28). In this particular context, 

shareholders are able to consult a broad variety of documents produced by the company. 

More specifically, the financial balance (22.14%), annual reports (19.85%), periodic 

data on the outcomes of the company (18.32%), the list of members of the supervisory 

board (16.79%), information on the executive director and key managers and list of 

shareholders (both with 11.45%). It is worth noting, however, that this finding should be 

seen in accordance with the specific legislation that regulates the activity of this group of 

companies in Albania, which imposes legal requirements to inform the shareholders. 
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 Responses % 

How do shareholders 
receive information about 

the results of the 
company 

Announcement by the company’s offices 23.1 

During the assembly meeting 34.6 

By official mail 28.8 

Other forms 13.5 

Total 100.0 

Company information 
that can be used freely 

by shareholders 

Annual reports 19.85 

Financial balance 22.14 

Information on the executive director and key managers 11.45 

List of shareholders 11.45 

List of board members 16.79 

Periodic data on the company’s outcomes 18.32 

Total 100.0 

 

Table 28 –Shareholders’ Rights Regarding Information Access [n=37] 

 

Even though shareholders entrust the board of directors to guide and monitor 

management, they are given rights and opportunities to participate directly in monitoring 

their firms. Their basic rights include obtaining relevant corporate information on a timely 

and regular basis. The disclosure of relevant company information is an essential 

element of market-based monitoring of companies. Disclosure and transparency induce 

companies to better protect investors and thereby enhance investor confidence in 

capital markets. For disclosure to be meaningful, it should be timely, accurate, and 

informative. Any activities that could act against the interests of minority shareholders 

should be disclosed. How frequently a firm discloses its financial statements and regular 

business reports matters. Because formal business reports are usually issued only annually 

or semiannually, time-sensitive information should be reported to the regulatory 

authorities and posted on the company’s website without delay (this provision is not 

mandatory in the Albanian Company Law).  
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Respondents were next asked to evaluate the shareholders’ rights for taking 

dividends, the right for requesting special audits or the existence of special regulations 

(i.e. regarding abusive transactions) (Table 29). 

 

 Responses % 

If a special audit was conducted at the 
shareholders’ request 

Yes 24.3 

Rarely 10.8 

No 64.9 

Total 100.0 

If there is any additional regulation 
about the dividends’ distribution 

Yes 37.8 

No 62.2 

Total 100.0 

If there is any specific 
definition/regulation in the company 
statutes regarding the prevention of 

abusive transaction 

Yes 59.9 

No 40.5 

Total 100.0 

How are the shareholders informed 
about the distribution/no distribution of 

dividends 

Announcement by the company’s offices 24.4 

By official correspondence 35.1 

During the first assembly of the shareholders 40.5 

Total 100.0 

 

Table 29 –Shareholders’ Rights for Dividends and the Right to Ask About or be Informed of Special 

Topics [n=37] 

 

Shareholders play a small role in the audit of companies. In only 24.3% of cases, 

a special audit was conducted at the request of shareholders. According to most of the 

respondents, and based on Table 29, there is no additional regulation in the company 

regarding the distribution of dividends (62.2%), but in some cases there is a specific 

regulation in the company statutes regarding the prevention of abusive transactions to 

the determinant of shareholders (59.5%). Shareholders are mostly informed about the 
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distribution of dividends and/or the reasons for non-distribution, mostly during the first 

assembly of the shareholders for the next year (40.5%) or by official correspondence 

(35.1%). However, 24.3% are announced by the company’s office. These results indicate 

that the legislative quality that regulates the relationship of shareholders and the JSC is at 

relatively good levels. In general, statutes and other company regulations follow the 

Albanian legislation (e.g. the presence of regulations and procedures on the distribution 

of dividends).  

The next questions attempt to evaluate the degree to which firms pay attention to 

the interests and potential roles of various shareholders. The analysis of responses of the 

first question of this group was based on the use of a Likert scale from 1 to 5 (1 = 

strongly disagree, 5 = totally agree). Table 30 shows that panelists neither agree nor 

disagree with this statement. 

 

Response Mean Median 
Std.  

Dev. 

Coef. 

Variat. 

The profit provision is the true goal 
of the company 

3.30 3.00 1.077 0.326 

 

Table 30 – True Goal of the Company [n=37] 

 
 As stated in Topic 2, “good” CG practice means reconciling the interests of all 

stakeholders. In doing so, firms are able to better protect the interests of their owners and 

raise economic standards. These results indicate that corporate managers believe in the 

potential role and particularly strong incentives of broader stakeholders to monitor firms. 

We believe that these results depend on firm characteristics in relation to their 

dependency on bank loans and the extent of human capital.  

In slight relevance with the first question, and using a Likert scale from 1 to 5 (1 

= strongly disagree, 5 = totally agree), Table 31 shows that panelists mostly totally agree 

on the statement regarding the goal of the company in achieving the welfare of various 

stakeholders, such as employees and customers, besides making a profit for shareholders. 
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Response Mean Median 
Std. 

 Dev. 

Coef. 

Variat. 

Besides making profit for shareholders, the 
company have the goal of achieving the 
welfare of various stakeholders, such as 

employees and customers 

4.38 5.00 0.721 0.165 

 
Table 31 – Welfare of Various Stakeholders [n=37] 

 

If stakeholders are adversely affected by a company’s actions, shareowner value 

will suffer. Therefore, these groups’ needs are increasingly interconnected. As mentioned 

in Topic 2, considerable empirical and theoretical research has been focused on the 

importance of stakeholders in the firm’s long-term performance. Companies that possess 

CG features such as “taking care” of all stakeholders’ needs and interests (including not 

only shareholders, but also boards of directors, managers, employees, suppliers, creditors, 

customers and the local and international community) are more likely to outperform their 

competitors. In fact, as highlighted in Topic 2, a good understanding of all firms’ actors is 

crucial to the economic wealth of the firm. These results indicate that Albanian 

executives seem to believe that the relationship between stakeholders and the firm is 

one of the key elements of corporate success, if not the most critical factor. Additionally, 

we believe that this result is particularly influenced by bank executives’ responses (which 

are mainly branches of foreign banks). They have strengthened the monitoring process 

of their clients since the 2008 financial crisis. We believe that this result indicates that most 

managers are becoming aware of the relationship between various stakeholders and the 

firm as one of the key elements of the company’s success (especially highly qualified 

employees). Furthermore, the role of various stakeholders may be decisive in many 

Albanian JSCs, where a key challenge seems to be the prevention of abusive power of 

large controlling owners. 

The next question aimed to analyze the companies’ recognition of other 

stakeholders’ rights, based on a Likert scale ranging from 1 to 5 (1=inadequate level; 

2=somewhat; 3=intermediate level; 4=good; 5=very good). In general, the panel members 

considered their recognition of the rights of those (other) stakeholders to be Good (Table 

32). 
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Other stakeholders Mean Median 
Std.  

Dev. 

Coef.  

Variat. 

Creditors 4.22 4.00 0.821 0.195 

Employees 4.22 4.00 0.917 0.217 

Local community 3.86 4.00 1.004 0.258 

Suppliers 4.27 4.00 0.769 0.180 

 

Table 32 – Level of Recognition of Other Stakeholders of the Company [n=37] 

 

This is an interesting result, in particular given the apparent lack of importance 

attributed to these other stakeholders in terms of CG benefits mentioned before. 

Furthermore, this result should be seen with caution, because the quality level of the 

employees in the financial group of companies is necessarily higher than in other JSCs, 

especially those owned by the state, and therefore their participation in company 

decision-making is greater (this role is related to the presence of legal requirements). 

Once again, we should highlight that in Albania, the stock market is poorly developed. 

Thus, active shareholder monitoring is one of the most important priorities of CG. We 

believe that this rather positive result may be related in some ways to the positive role 

associated with the stakeholders, such as creditors, after the economic crisis. More 

particularly, Albanian banks have certainly strengthened their monitoring of their 

corporate clients since the crisis, and companies are interested in having a close, long-term 

relationship with their creditor banks. 

 

8.2.1.2. Degree of Transparency and Disclosure of Information 

 

The disclosure of relevant company information is an essential element of market-based 

monitoring of companies. Disclosure and transparency induce companies to better 

protect investors and thereby enhance investor confidence in capital markets. For 

disclosure to be meaningful, it should be timely, accurate, and informative. Following 

this, the objective of this subsection was to obtain important information in terms of 

disclosure of company information and transparency.  
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The first question aimed to determine the level of transparency and disclosure 

revealed by Albanian JSCs. Based on a Likert scale from 1 to 5 (1 = not important; 3 = 

moderately important; 5 = decisively important), respondents were asked to express the 

importance of the publication of certain business documents. Table 33 presents the 

results. 

 

Documents Mean Median 
Std.  

Dev. 

Coef.  

Variat. 

Annual report 4.46 5.00 0.869 0.195 

CEO’s and other employees’ remuneration 2.59 3.00 1.301 0.502 

Company policies regarding its business 4.11 4.00 0.809 0.197 

Company statutes 3.41 3.00 1.301 0.382 

Financial balance sheets 4.32 5.00 0.915 0.212 

Information about the supervisory board members and 
executive director 

3.43 3.00 1.068 0.311 

Information on the audit conducted by the company 3.97 4.00 1.190 0.300 

Information on the share transactions 3.62 4.00 1.421 0.393 

Organizational chart of the company 4.08 4.00 1.038 0.254 

Quarterly reports 3.70 4.00 1.222 0.330 

Supervisory board members’ remuneration 2.38 2.00 1.139 0.479 

 

Table 33 – Publications Considered Important from a Strategic Perspective [n=37] 

 
According to the respondents, the publication of the annual report and financial 

balance sheets is seen as very important (median score of 5), followed by company 

policies regarding the business, information on company audits, information on share 

transactions, the company’s organizational chart, and quarterly reports (all with median 

scores of 4). The remaining items assumed moderate importance (i.e. CEO’s and other 

employees’ remuneration, company statutes, and information about the supervisory 

board members and executive director). Before 2008, information disclosure was 

deemed to be incomplete and seriously flawed in Albania. Albania introduced a wide 

range of reform measures aimed at improving disclosure in the best interests of 
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shareholders and the public (Securities Law and Company Law). The reform measures 

adopted encompass the auditing process, the timing of disclosure, and the types of 

information that must be disclosed by publicly traded companies. Before 2008, Albania 

had laws that required only public companies to publish audited annual reports shortly 

after the end of the business year. They now require semiannual submissions of financial 

reports. The items for which information must be disclosed have been expanded 

significantly. In addition to the usual items such as financial information, companies are 

now required to disclose information on such items as CG structure and practices, 

education and professional experience of directors and key executives, and 

remuneration of directors and key executives. Furthermore, banks are now required to 

disclose detailed information about accounting matters that had been more discretionary 

before 2008, such as the contents and valuation of accounts receivables, asset swap 

transactions, and equity investments in illiquid stocks. On the other hand, in relation to the 

provision of information about directors, only their names and brief personal histories 

are disclosed (“good” CG practices indicate that shareholders need to have accurate 

information on directors and how they perform as directors). Despite these significant 

changes to the regulatory framework, our results indicate that company executives do not 

pay much attention to the disclosure of information such as CEOs’ and other employees’ 

remuneration, company statutes, and information about the supervisory board members 

and executive director. We should note here that such information is very important in 

enhancing the implementation of best CG practices, and according to Company Law 

Article 160, these compensation schemes and methods of implementation should be made 

available to shareholders and other interested stakeholders, as well as published in the 

annual report of the company. According to Article 134(2) of the Albanian Company 

Law, the annual report must include an explanatory statement and updated rules 

regarding key principles of corporate governance practices followed by them. In relation 

to the company’s management, the statement must contain a profile of executive directors 

and board members and explain in detail why each of the executive directors or board 

members is qualified to perform the tasks according to their profiles. They are charged 

with legal responsibility for the authenticity of this statement. The above information 

should provide to shareholders and firm stakeholders a clear view of the full financial 
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performance and governance as a tool for building public confidence and market 

discipline. 

For the next question, we tried to collect data on the availability of companies’ 

websites as a tool for the disclosure of information. As shown in Table 34, most of the 

panelists affirmed the availability of the information at the web page presented in both 

languages, English and Albanian (59.9%). Although 8.1% of respondents say that they 

have informative web pages with/without an English version, 18.9% affirm the 

inexistence of a website.  

 

Documents % 

Available and very informative both in Albanian and English 59.5 

Informative website in Albanian, but limited information in English 8.1 

Informative website in Albanian, but no English version 8.1 

Website available only in Albanian and not very informative  5.4 

No website yet 18.9 

Total 100.0 

 

Table 34 – Availability of Web Sites [n=37] 

 

Because formal business reports for Albanian companies are usually issued only 

annually or semiannually, time-sensitive information should be posted on the company’s 

website without delay. Use of the Internet and other information technologies can be 

helpful for the timely and cost-effective dissemination of information and can also 

facilitate action by shareholders. We should note that the web publication of the 

companies’ information is not mandatory. Following this and the survey result, we believe 

that Albanian companies are making huge steps in terms of information disclosure, and 

making it accessible to all interested groups. 
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Respondents were next asked to choose the reasons for not exposing the 

company’s information. Based on Table 35, and according to panelists’ opinions, it is 

noted that there are no requests (33.3%) for doing so. However, a good portion argue that 

there is no legal requirement (25.0%) or cite fear of any potential consequence or 

arbitrariness (25%). Only 16.7% think that it is a costly process.  

 

Reasons for non-publication % 

Fear of any potential consequence or arbitrariness 25 

It is a costly process 16.7 

There are no requests 33.3 

There is no legal obligation 25.0 

Total 100.0 

  

 Table 35 – The Reasons for Not Exposing the Information [n=37] 

 

The absence of an organized capital market doesn’t exert any pressure for 

transparency and disclosure. As mentioned in Topic 4, several studies show that 

transparency and disclosure of information remain the weakest CG in SEE countries in 

general. It depends on the CG model implemented. Weak demand for reliable and 

qualitative financial statements, along with a dysfunctional capital market are among the 

key factors that impede transparency and disclosure of information in Albania. 

Referring to most panelists’ opinions, it appears that companies disclose the 

company information on particular transactions of shares or on particular events 

(64.9%), which in turn is a good CG practice used internationally (Table 36).  

 

Responses % 

Yes 64.9 

No 35.1 

Total 100.0 

 

Table 36 – Disclosure of Information on Particular Events [n=37] 
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Almost all respondents affirm that companies can and should prepare financial 

statements in accordance with International Financial Reporting Standards (91.9% of 

panelists affirm this) (from 2008 onward it is an obligatory law requirement). 

Furthermore, they mostly affirm the knowledge of the principles and international 

standards of JSC governance (81.1%) (Table 37). In relation to the reliability of disclosed 

information, companies must adopt internationally recognized accounting and audit 

standards and ensure the independence of the audit process. 

 

 Responses % 

Financial statements should be prepared in accordance with the 

international financial reporting standards 

Yes 91.9 

No 8.1 

Total 100.0 

Knowledge of international principles and standards of JSC governance 

Yes 81.1 

No 18.9 

Total 100.0 

 

Table 37 – Knowledge and Implementation of International Principles and Financial Standards [n=37]  

 

It is important to note that none of these companies is listed in the Albanian stock 

exchange and thus has no market pressure for increased transparency. Furthermore, after 

a website control of the panel firms, we have concluded that the information published on 

the websites by the sample firms with regard to the publication of the audit reports, 

information on the board and director members, and related share transactions, with some 

exceptions for the financial companies group, is not at a desirable level. This may be 

related to the level of informality or inactive capital trade markets. 

 

8.2.1.3. Role and Responsibilities of the Supervisory/Administrative Board 

 

Based on 15 combined questions, in this section, we have attempted to provide general 

information about the composition of companies’ supervisory/administrative boards, their 

specific functions and how they exercise their power as stated by law, and their relations 
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with administration or the executive directors. Additionally, in discussing the survey 

results, we refer to relevant regulatory frameworks presented in Attachment 2. 

Tables 38 and 39 give us a general overview on the numbers and 

occupation/background composition of the supervisory/administrative boards. Through 

the next question, we attempted to provide general information about the companies’ 

supervisory structure and dimension. The Albanian Company Law offers alternative 

models for the organization of the firm. It means that a JSC, depending on the provisions 

of its statute, may choose to adopt a one-level system (the Administrative Board as the 

only body which exercises contemporarily the management and the supervision of the 

firm activities) or a two-level system (the management and supervisory functions are 

separated between the Supervisory Board and one or more administrators). However, it is 

important to note here that there is no real distinction in the practices used by them. Table 

38 provides a general overview of the results.  

 

 Number % 

Total number of supervisory/administrative board 

3-5 62.2 

6 21.6 

7-15 16.2 

Total 100.0 

Number of independent directors 

0 27.0 

1-3 57.0 

4-6 14.0 

7 2.0 

Total 100.0 

Number of company employees 

1-2 68.2 

3-4 31.8 

Total 100.0 

 

Table 38 – Dimension and Structure of the Supervisory/Administrative Board [n=37] 



 

- 141 - 
 

Boards’ independence may be directly measured by the number of independent 

members on it. According to CG best practices, it is necessary for a more objective 

judgment and accountability of the board related to its monitoring functions and its role 

in setting strategic objectives and preventing conflicts of interest. Additionally, more 

independent board members contribute significantly to the decision-making process, 

especially in areas where the interests of managers, the company and its shareholders 

may not be aligned (i.e. determining a management compensation plan). According to the 

Albanian Company Law, independent members should comprise most of the board 

members and should be different from the company administrator. However, this 

indicator should be treated with caution because board independence is significantly 

related to the personal integrity and business ethics of each member. Board size and 

composition are important determinants of board effectiveness. The size should be large 

enough to secure sufficient expertise on the board. As can be seen in Table 38, 

supervisory/administrative boards have a relatively small number of members in their 

composition. In particular, 62.2% of the panel members indicated that their company 

boards have 3-5 members (the minimum level indicated in the Albanian Company Law is 

three, and the maximum is 21, while the best practices indicate a greater number as 

discussed in Topic 3); 28% indicated 6 members; and the remainder, 16.2%, indicated 

that the board has from 7 to 15 members in its composition. We believe that the small 

size of Albanian boards is partly due to the responses of the firms that use the dual board 

system (i.e. mainly state-owned JSCs). Even the number of independent directors as 

members of the supervisory/administrative board seems to be low, accounting for only 

57% in the range of 1-3 (there are no restrictions on their number, but they should 

constitute the largest number of the board’s members and should be a different person 

than the administrator). Additionally, according to the panel’s factual responses, 

independent members constitute less than half for 21 companies represented in the panel, 

indicating that they do not meet the Albanian legal requirement. Unfortunately, the 

survey pointed out that many of the panel firms (10 companies) do not even have a 

member of the independent directors on their board. We believe that a possible 

explanation of these results may be related to the failure of applying strict requirements 

by the company’s shareholders. Our analysis in Topics 4 and 7 reveals that the Albanian 
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JSCs’ board composition does not differ from that in other SEE countries, reflecting a 

concentrated ownership structure, although with this affirmation we don’t have the 

possibility and the means of verifying if there are possible conflicts of interest among 

“independent” directors. We should underscore that in a country like Albania, it is 

difficult to find qualified board members who are trustworthy and bring value to the 

company. There are two main reasons: one is the low number of managers who are 

willing to take part in this “time-consuming” work, and the second is the absence of 

directors’ institutes or other similar organizations. The typical participation term of 

independent directors is, on average, three years (the minimum required by the Company 

Law). The relatively short term of service of independent directors may also help them 

perform better. Albanian JSCs are subject to regulations that prescribe a three-year term 

(unlimited reelection). 

Regarding the composition of the board by occupation/background, Table 39 

shows that the highest percentage is in the professional field where the company operates 

(21.3%), followed by financial officers and managers with experience (16.2%). The 

remainder is distributed in the categories of lawyers (15.7%), economists (14.2%), 

engineers (11.7%) and other professionals, which represents only (4.57 %) of the total 

number of responses. 

 

Occupation/Background % 

Economists 14.2 

Engineers 11.7 

Financial officer 16.2 

Lawyers 15.7 

Managers with experience 16.2 

Professionals in the field where the company operates 21.3 

Other professions 4.57 

Total  100.0 

 

Table 39 – Composition of the Supervisory/Administrative Board [n=37] 
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According to the literature review in Topics 1, 2 and 4, a board should have a mix 

of members in its composition with a variety of experience and core competences in order 

to be competent and effective in objectively judging the management’s performance. The 

quality, experience and independence of the board members are critical determinants of 

the board’s ability to fulfill its functions and duties. Therefore, it is imperative that board 

members have the necessary qualifications, expertise and reputation for good governance 

and effective supervision. This dispersed composition of the board indicates once again 

that the number of experienced directors in the field remains low, but on the other hand, it 

may be related to the specific characteristics and needs of every firm in the panel. 

The next question aims to collect data on the way the selection of the supervisory 

board members is done. As shown in Table 40, 29.8% are selected under the decision of 

controlling shareholders (in which case the controlling owner of the firm may easily be 

able to manipulate the board), while 27.0% are selected by specific decision or under the 

provisions of the company’s statute. The Albanian Company Law does not specify what 

should be the information or the criteria presented to the shareholders’ assembly in order 

to set/elect the board members. The typical term of participation of independent directors 

is three years (the maximum indicated in the Company Law). It is important to note that 

according to the Albanian Company Law, minority shareholders (i.e. shareholders that 

have at least 5% of shares have the right to set a member on the board) have little voice 

on the board composition, this indicating a little voice in the decision making and the 

supervision of the company’s activities.  
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Criteria % 

They are set/elected by specific decision 27.0 

Under decision of controlling shareholders 29.8 

Under the provisions of the Statute (at the time of the creation of JSC) 27.0 

With the free choice of the shareholders assembly 16.2 

Total 100.0 

  

Table 40 – Criteria Used in the Election of the Board’s Members [n=37] 

 

According to the Company Law, a shareholders’ assembly has the right to appoint 

or remove board directors (including independent directors), with 50% + majority vote of 

attending shareholders if there is no other limit indicated by company statute. They must 

be shareholders or other company employees. Because in most cases they are selected 

under the decision of the controlling shareholders, even the true independence of 

independent directors is rather doubtful. Furthermore, we believe that such boards of 

directors in concentrated ownership enterprises will tend to primarily serve the interests 

of controlling owners rather than of all shareholders, thus indicating possible abusive 

behaviors. In this sense, it seems that there remains much to be done for the proper 

functioning of the board’s independence (we should highlight that it represents a huge 

step towards best practices of CG – see Topic 4). Furthermore, the Albanian Company 

Law highlights that the directors can easily be fired by the shareholders. This lack of 

legal protection means that executive or independent directors are often unwilling to 

challenge the board’s decisions. Moreover, there is no mention in the regulations of 

whether board directors have the right to vote against shareholders’ assembly decisions 

and whether they can appeal.  

 In the next two questions, we aim to collect data on the supervisory board’s role. 

According to the first section of Table 41, and based mostly on respondents’ answers, the 

board meets on a quarterly basis (62.2%). Some 18.9 % assert that the density of board 

meetings is once a year, while an additional 18.9% claim that the board meets every 
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month. According to the second section of Table 41, it turns out that 37.8 % of members 

receive notice of the meeting up to one week before the meeting (the legal framework 

indicates 15 days before the meeting); 32.4% of members 1-2 weeks prior to the meeting; 

and only 29.7% of the members receive notice more than 2 weeks before the meeting.  

 

 Responses % 

How often the board meets 

Once a year 18.9 

Quarterly 62.2 

Every month 18.9 

Total 100.0 

How long before the board members are 
notified of the meeting’s date 

A day before the meeting 0.0 

Up to one week before the meeting 37.8 

1-2 weeks before the meeting 32.4 

More than two weeks before the meeting 29.7 

 Total 100.0 

 
Table 41 – Frequency and Notification Time of the Board Meeting [n=37] 

 

The behavior and activism (in exercising their competencies) of board members, 

especially independent directors, may be observed by the meeting frequency and how 

well informed they are on company matters before the meeting agendas. The survey 

results reveal that more than 60% of the Albanian JSCs have four meetings each year. 

According to the Company Law, they should be informed of the board meetings and 

should received detailed information and materials about board meeting agendas 15 days 

prior to the meeting. As we can see by the results, most of these mandatory practices are 

well implemented.  

Grounded on a Likert scale ranging from 1 to 3 (1= limited or no understanding; 

3= complete understanding), the next question shed light on the board’s level of 

understanding of some important business issues (Table 42). 
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Issues Mean Median 
Std. 

Dev. 

Coef.  

Variat. 

Company’s current strategy 2.73 3.00 0.450 0.165 

Company’s financial position 2.78 3.00 0.479 0.172 

Dynamics of the company’s industry 2.43 3.00 0.603 0.248 

Risks faced by the company 2.46 3.00 0.650 0.264 

Value created by the company 2.57 3.00 0.603 0.235 

 

Table 42 – Board’s Level of Understanding of Some Important Business Issues [n=37] 

 

As shown in Table 42, the respondents revealed a complete level of recognition of 

some important business issues (all median scores are 3.00). According to the literature 

review, the boards represent shareholders and are intended to make decisions that are in 

the best interests of the company and its owners. The board’s strong level of 

understanding of important business issues is in some ways related to the criteria used for 

the election of the executive director. 

Responses to the next four questions shed light on the relationship of the 

executive director with the board and how the boards exercise their competencies.  
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 Responses % 

The administration provides written reports 
to the board  

Every month 37.1 

At least every three months 34.3 

At least once a year 2.9 

At each meeting of the supervisory board 25.7 

Total 100.0 

The administration provides oral reports to 
the board 

Every month 44.4 

At least every three months 27.8 

At least once a year 5.6 

At each meeting of the supervisory board 22.2 

Total 100.0 

If the board formally evaluates the 
performance of the executive director and 

managers 

Often 59.5 

Sometimes 21.6 

Rarely 10.8 

Never 8.1 

Total 100.0 

If the board reviews the executive director 
and management’s remuneration 

Often 24.3 

Sometimes 35.1 

Rarely 18.9 

Never 21.6 

Total 100.0 

If there is any case of dispute between 
members of the board or with the director 

and key managers 

Yes -- 

In few cases 43.2 

No 56.8 

Total 100.0 

 

Table 43 – Board’s Relationship with the Executive Director [n=37] 
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From the responses shown in the first and second section of Table 43, it is 

indicated that in 37.1% of cases, the administration provides written monthly reports to 

the board, while in 44.4% of cases it provides oral monthly reports to the board. Based 

on the third section of Table 43, one can see that the board evaluates the executive 

director’s performance often (59.5%), while 21.3% of the responses support the assertion 

sometimes (21.6%) followed by rarely (10.8%) and never (8.1%). In the fourth section of 

the table, 35.1% of the respondents affirm that the board reviews the director’s 

remuneration. However, 24.3% affirm that the board often reviews the remuneration or 

never (21.6%), while some 18.9% affirm that remuneration is rarely reviewed. The last 

section of Table 43 indicates that most of the panel respondents affirm the non-presence 

of conflict between board members with the company administrator or key managers 

(56.8%), thus indicating a good relationship between these two groups. As a practical 

matter, how much time and effort directors devote to board meetings (the frequency of 

board meetings) may also be an indicator of board effectiveness. Furthermore, for the 

board of directors to function properly, the directors, especially the independent 

directors, must have access to relevant information. The results presented in Sections 1 

and 2 of Table 43 indicate that boards possess a strong ability to monitor company 

management. Furthermore, according to many researchers, and as stated in the Albanian 

Company Law, some of the specific board functions include selecting, monitoring, and 

replacing the CEO; reviewing the remuneration of executives and directors; and overseeing 

potential conflicts of interest. Directors and managers need to be adequately compensated 

as a way of better aligning their interests with those of shareholders. The survey results 

reveal that Albanian boards are relatively active in evaluating CEO performance but are 

not at the same levels with regard to compensation. Albanian firms undertake this task “as 

a routine” or “sometimes”, respectively.  

The next question attempted to collect respondents’ factual information on the 

criteria used for the election of the executive director and key managers of the company. 

Based on panelists’ responses, and as shown in Table 44, it appears that the majority of 

respondents agree that the criteria used for the election of the executive director are: 

professional qualifications in general and in the field of company’s activity (41.0%) and 

the degree of concordance between the activities of candidate qualifications (31%).  
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Criteria % 

Professional qualifications in general and in the field of corporate activity 41.0 

References and recommendations from previous employment 11.0 

The degree of concordance between the activity of candidate qualifications 31.0 

The level of education and qualification of candidate 17.0 

Total 100.0 

 

Table 44 – Criteria Used for the Election of the Executive Director and Key Managers [n=37] 

 

Improving the board’s vigilance and level of business understanding and, 

moreover, ensuring continued independence in electing professional and qualified 

executive directors and key managers in the field of the company’s activity boost the role 

of boards and managers in improving the decision-making process and ensuring there is 

sufficient expertise on the company specific issues and objectives (this is in accordance 

with the results presented in Table 42). 

In the next question, we have tried to collect information on the ability of 

executive directors to obtain a package of the company’s shares. As we can see in Table 

45, in most of the cases there is no available option on the share package as an 

administrative reward (as indicated in Topic 3, this is an internationally accepted CG 

practice for aligning the interests of the managers and shareholders). This result may 

depend on the real, active role and participation of shareholders in the company. 
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Share packages for executive director’s reward % 

Often  2.7 

Sometimes 16.2 

Rarely  8.1 

Never  73.0 

Total 100.0 

 

Table 45 – Existence of Share Package as an Executive Director Reward [n=37] 

 

As discussed in Topics 2 and 4, board members need to be adequately 

compensated, and the compensation package may include stock options or company shares 

as a way of better aligning their interests with those of shareholders. Moreover, directors’ 

compensation may be based on a formal mechanism for evaluating their performance. 

Their compensation should take into account any potential deviation from their fiduciary duties. 

Furthermore, this practice may help recruit better qualified outside directors. The results 

indicate a low level of implementation of this CG practice, although it is a possible option 

provided in the Company Law, indicating a low level of knowledge about this option as 

the most powerful CG, although in some cases they may also be abused and inefficient. 

Using a Likert scale from 1 to 5 (1= poor understanding; 5= an excellent 

understanding), Table 46 shows the respondents’ opinions on the business understanding 

of the board members. 

 

 Mean Median 
Std  

Dev 

Coef.  

Variat. 

The level of the business understanding of the board 4.06 4.00 0.860 0.212 

 

Table 46 – Level of Business Understanding of the Board [n=37] 

 

Based on Table 46, there is a good understanding of the business on the part of 

the board (median score: 4.00). The functions and responsibilities of the boards as 

defined quite clearly in the Albanian Company Law, and in accordance with most other 
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market-based economies (e.g. making final decision on appointment of senior 

management, budgets, financial statements, firm strategies, major transactions, changes 

to the capital structure, disclosure process, risk management, and related party 

transactions), are better performed if the level of understanding of the business-specific 

issues is good. 

Based on Table 47, and according to the respondents, there have not been training 

sessions for the board (37.8%) or in only a few cases (35.1%). Only 27.0% affirm the 

existence of board training sessions.  

 

Training sessions % 

Yes  27.0 

In a few cases 35.1 

No  37.9 

Total 100.0 

 

Table 47 – Existence of Boards’ Training Sessions [n=37] 

 

As stated in Topics 1, 2 and 4, board members should be qualified for a better and 

clearer understanding of business principles and strategic decisions. Decision-making 

processes should be supported by training in accounting, strategic planning, risk 

management, financial reporting, etc. According to the best CG practices, we encourage 

the Albanian JSCs to carry out training (there are no mandatory provisions) and 

continuing education of the board members or take other steps to ensure that they have 

sufficient knowledge to fulfill their responsibilities. On the other hand, even more critical 

may be the provision of relevant education and training for directors, because many may 

be unfamiliar with the roles of directors, in which case the controlling owner of the 

company may easily be able to manipulate the board.  
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8.2.1.4. Legal Obligation and Implementation 

 

Based on five questions, the objective of this section is to obtain important information in 

terms of law enforcement issues, the capacity of institutions and regulatory bodies in the 

implementation of current legislation and the impact of the implementation of this 

legislation in promoting the implementation of advanced standards of governance in the 

affected JSCs. Table 48 presents the results regarding the overall evaluation of the role of 

regulatory institutions in the implementation of the legislation and application of 

advanced governance standards in JSCs. 

 

Evaluation % 

Completely inappropriate 0.0 

Low 13.6 

Good 67.5 

Very good 18.9 

Total 100.0 

 

Table 48 – Capacity of Regulatory Institutions to Implement Legislation [n=37]  

 

Based on the data presented in Table 48, we can easily see that although some 

panelists classified the role of regulatory institutions in the implementation of the 

legislation as very good (18.9%) or low (13.6%), most of the respondents consider this 

role to be somewhere in between (67.5%), indicating that regulatory bodies are reflecting 

some of the best efforts in the implementation of existing legislation. There were no 

negative evaluations, and the distribution of responses regarding the evaluation of the 

court proceedings in which the company may have been involved is consistent with this 

result. 
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Evaluation % 

Costly 25.9 

Effective 3.7 

Less than appropriate 14.8 

Too long 51.9 

With significant impact 3.7 

Total 100.0 

 

Table 49 – Evaluation of Court Proceedings in which the Company was Involved [n=37] 

 

The results presented in Table 49 indicate that the respondents considered the 

court proceedings to be too long (51.9% of cases), costly (25.9% of cases) and less than 

appropriate (14.8% of cases). Only a few of them consider those procedures as effective 

(3.7%) and with significant impact (3.7%). As indicated in Topics 3 and 6, institutional 

surroundings in CEE transitional economies are characterized by problems such as court 

delays, corruption and insufficient involvement of institutional investors. Taking court 

delays as a measure of enforcement, we see that the enforcement of contracts is quite 

low. Such delays increase the costs of using courts for conflict resolution and therefore 

reduce the demand for court services. Parties must then resort to private adjunctions and 

alternative conflict settlement and self help. Even worse, they might be left with 

uncompensated damages and have to restrict themselves to self-enforcing contracts. Clear 

directives can have a positive impact on the reduction of court delays, as clear rules are 

easier to administer and reduce the complexity of cases. For poor and less educated 

countries like Albania, judicial decisions based on systematic laws with clear directives 

might be more appropriate and cost effective. For this reason, we believe that 

implementing civil legal practices can be easier taught and applied in practice. The use of 

imprecise standards which give ample space for discretionary decisions creates additional 

possibilities for corrupt behavior in countries where corruption of government officials 

and the judiciary is a problem. Therefore, directives may be more useful, as they leave 
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little room for corruption due to their coercive nature. Sunstein (1995) argues that 

because authorities have little room to interpret a rule, they are perhaps better in 

protecting individual rights. This idea can easily be transferred to shareholders’ rights. If 

their rights are infringed, these actions can be easily observed. Because decisions 

concerning standards are unique to each case, it would be more likely that decision 

makers are apt to abuse their power and act in a questionable way. Without strict 

guidelines, decisions can be tainted by personal preference of the judge instead of 

concrete legal policies. In addition, if there is no list of strict directives, a standard may 

be too vague and difficult to monitor, thus encouraging corrupt behavior even more (cf. 

Kostyuk et al., 2007). For these reasons, legal areas concerning CG are particularly 

subject to possible corruption. Furthermore, directives make the monitoring of companies 

and judges easier and give little room for interpretation. Albania, like other ex-socialist 

countries, lacks experience in CG topics, and therefore cases brought to court require 

more time and effort. Despite possible higher costs, Albania will be better off by passing 

clear-cut directives on CG topics, because without considerably attracting foreign 

investors, the future development of its economy will be markedly hindered.  

The next question is aimed at collecting information on JSCs’ involvement in 

legal conflicts in the last 2-4 years. It turns out that 51.4% of interviewed companies 

have not been involved in judicial conflicts in the last 2-4 years (Table 50). 

 

Responses % 

Yes 48.6 

No  51.4 

Total 100.0 

 

Table 50 – Existence of Judicial Conflicts [n=37] 

 

In response to the question regarding the role of audit assessments in improving 

the internal functioning of JSCs, most panelists see the audit’s role with significant 

impact (51.4%). However, 27.0% say that it is effective but costly, while 21.6% affirm 

that it is very effective (Table 51). 
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Evaluation % 

No effect -- 

Significant impact  51.4 

Effective but costly 27.0 

Very effective 21.6 

Total 100.0 

 

Table 51 – Evaluation of the Audit Role [n=37] 

 

Although audit committees are not mandatory, the independence and 

effectiveness of the audit committee is particularly important and may be assessed by its 

composition (e.g. share of independent directors, presence of accounting or finance 

experts, and whether or not the committee chair is an independent director) and practices 

(e.g. meeting minutes, members’ remuneration, written rules for the audit process, role in 

the selection of internal and external auditors, and quality of the working relationship 

with the auditors). Additional efforts directed towards enhancing managerial transparency 

by improving accounting and auditing standards and strengthening disclosure 

requirements would provide a better environment for stronger corporate governance. 

Table 52 presents the overall evaluation of the bankruptcy legislation, its 

implementation and the impact on the protection of creditors’ rights. According to most 

panelists’ responses, they found it to represent an intermediate role (51.4%). However, 

27.0% say that it has a considerable role, and 16.2% say it has little value. Only a few 

(5.4%) found it to be of no value at all. Although the bankruptcy legislation is relatively 

new, the results indicate that there is room for improvement.  
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Evaluation % 

It has a considerable role 27.0 

Intermediate 51.4 

Of little value 16.2 

Of no value 5.4 

Total 100.0 

 
Table 52 – Evaluation of Bankruptcy Legislation [n=37] 

  

Following the results presented, we should note that the implementation of 

legislation is not at the required levels (it is passive). Perhaps this result is dependent on 

the limited capacities and resources owned by these institutions. 

  

8.2.2. Direct Comparison between Periods 

 

The objective of this part of the survey is to evaluate possible changes to CG practices 

used by the Albanian JSCs that occurred as a result of the 2008 financial crisis. Based on 

the data collected from the panel of experts, we tried to understand their opinions about 

the level of implementation of CG practices in comparison with the period before the 

financial crisis. The survey results will be discussed together with a discussion of the 

relevant regulatory framework. 

Based on a Likert scale from 1 to 5 (1 = worse; 2 = not too bad; 3 = neither 

worse nor better; 4 = better; 5 = much better), and as shown in Table 53, the respondents 

consider those practices to be better in comparison to the period before the 2008 financial 

crisis (median score of 4.00).  

 

 Mean Median 
Std. 

Dev. 

Coef.  

Variat. 

Comparison of CG practices with 5 years ago 4.19 4.00 0.845 0.201 

 
Table 53 – Evaluation of the CG Practices Used After the Financial Crisis [n=37] 
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As stated previously, in 2008, through the introduction of the improved Company 

Law, Albania introduced extensive reform measures in important CG areas such as: (1) 

improving the quality of information that management is required to provide to 

shareholders and the general public; (2) enhancing minority shareholders’ participation in 

corporate decision-making; (3) making boards of directors more effective and more 

independent of management; (4) reducing the likelihood of related party transactions that 

would hurt minority shareholders; (5) making banks more efficient and more responsible 

as lenders; and (6) reforming bankruptcy proceedings. Following this, and according to 

our survey results, we believe that this improvement has come as a result of the 

implementation of the new Company Law introduced in 2008 and not from the 

companies’ management awareness of the importance of CG during periods of crisis. 

For the next question, we attempted to understand the panelists’ opinions about 

what corporate governance mechanisms have changed as a result of the 2008 financial 

crisis. On a scale from 1 to 5 (1 = strongly disagree; 3 = neither agree nor disagree; 5 = 

totally agree), amount spent on CSR, board design and board tasks received the highest 

scores. Still, it is worth noting that all items were punctuated by low scores, meaning that 

the changes which occurred as a result of the global crisis are not as significant as one 

might initially think (Table 54).  
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Changes 

 
Mean Median 

Std.  

Dev. 

Coef.  

Variat. 

Accounting standards 1.84 1.00 1.259 0.684 

Amounts spent in corporate social responsibilities 2.84 3.00 1.236 0.435 

Board design 2.16 2.00 1.214 0.562 

Board tasks 2.14 2.00 1.251 0.585 

CEO evaluation and compensation 2.05 2.00 1.268 0.619 

Concentration of ownership 1.62 1.00 1.037 0.640 

Law and regulation (statutes of the company) 1.84 1.00 1.302 0.708 

Percentage of shareholders present in the assembly 
meeting 

1.59 1.00 0.985 0.619 

Role of minor shareholders 1.32 1.00 0.915 0.693 

Role of other stakeholders in decision making process 1.84 1.00 1.191 0.647 

 
Table 54 – Major Changes to CG Mechanisms [n=37] 

 

Many of the reform measures have focused on addressing the problems arising 

from the presence of dominant shareholders. The 2008 Company Law reform efforts 

emphasized the need to give greater decision-making power to other shareholders. Laws 

and regulations were amended to facilitate the participation of minority shareholders in 

decision-making on important issues and to force managers to provide more accurate 

information to shareholders so that they could make better decisions. Furthermore, 

reform measures enabled shareholders to seek stronger remedies when their rights were 

violated. According to what we have revealed in Topic 5, shareholders’ rights to attend 

general shareholders’ meetings and cast votes on various agenda items were reasonably 

well protected even before the economic crisis and the new legal measures. Albania has 

to strengthen regulations governing transactions between a firm and parties that are 

closely related to the firm’s dominant shareholders. Attachment 2 presents major 

regulatory frameworks governing shareholders’ rights and equitable treatment of 
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shareholders and frameworks pertaining to corporate boards of directors. Even before the 

economic crisis, few minority shareholders actively participated in decision-making 

processes before 2008, because their incentives to attend general shareholders’ meetings 

and exercise their rights were weak. In 2008, Albanian minority shareholders were given 

a wide range of rights in order to be more active in having even a small voice in 

appointing directors, the right to appeal, and there have been attempts to reduce 

shareholders’ costs of participating in the decision-making process by allowing voting by 

mail. 

As stated in Topic 1, independently from the legal model and ownership structure, 

every economic crisis serves as a test for the company governance system. In a crisis 

situation, weaknesses and conflict within the board and/or senior management in general 

appear with a high density. Since the board of the company stands at the apex of internal 

control systems, it is one of the most important actors in the firm’s decision-making 

process and control. From this premise, one cannot expect that the rest of the company 

will function well when the board in the first place works “poorly”. For these reasons, the 

questions in this part of the survey are mainly focused on possible changes to the board 

structure or activism as a result of the crisis. The Albanian 2008 measures to reform CG 

placed high priority on restructuring companies’ boards, including mandating outside 

directors and various committees and requiring directors to be more accountable to 

shareholders. Following this, the next question is aimed at analyzing board performance 

when faced with the financial crisis. Based on a Likert scale ranging from 1 to 5 (1 = 

needs significant improvement; 5 = excellent), and as shown in Table 55, it is considered 

to have been good (median score of 4.00).  

  

  Mean Median 
Std.  

Dev. 

Coef.  

Variat. 

The board performance facing the crisis 3.70 4.00 1.051 0.284 

 

Table 55 – The Board Performance Facing the Crisis [n=37] 

 

 This result confirms once again that these reform efforts are taking root to make 

boards perform better.  
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According to Table 56, and based on the respondents’ affirmation, there have 

been evaluations of the company performance and/or of the leading managers by the 

company’s board in the last five years in most cases (83.8%), indicating a strong level of 

board’ activism.  

 

Responses % 

Yes 83.8 

No 16.2 

Total 100.0 

 
Table 56 – Board Evaluation of the Company Activity and/or of the Performance of the Leading 

Managers [n=37] 

 

 This result indicates that Albanian companies’ directors are becoming generally 

strong in performing their functions. 

Grounded on a Likert scale ranging from 1 to 3 (1 = decreased; 2 = no changes; 3 

= increased), the next question sheds light on the board’s responsibilities facing the 2008 

crisis with regard to shareholders (Table 57).  

 

 Mean Median 
Std.  

Dev. 

Coef.  

Variat. 

The board responsibilities regarding the shareholders 2.22 2.00 0.479 0.216 

 
Table 57 – Boards’ Responsibilities Regarding the Shareholders [n=37] 

 

As shown in Table 57, the respondents revealed no changes in board 

responsibilities to the company’s shareholders (median score of 2.00) because of the 

2008 crisis. Furthermore, based on the data presented in Table 58, we can easily see that 

although some panellists affirm some changes (35.1%) to the board structure and 

functions as a result of the crisis, most affirm no changes (64.9%). 
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Responses % 

Yes 35.1 

No 64.9 

Total 100.0 

 

Table 58 –Possible Changes to the Boards’ Structure and Functions [n=37] 

 

Despite the changes to the regulatory framework, boards’ size and composition 

remain low.  

Table 59 presents the results based on possible changes to the board structure 

and/or functions. The answers indicate that the board element which changed the most is 

the time spent on company matters (50.0%), followed by appropriate mix of 

skills/background of the board members (25%), and then stronger incentives for directors 

to create value for shareholders (16.7%). However, only 8.3 % of companies seem to 

have given importance to the number of independent directors, which is an 

internationally accepted “good” CG practice (for the purpose of board independence, a 

substantial share of a board should consist of independent directors). 

 

Responses % 

More appropriate mix of skills/backgrounds among board members 25.0 

More time spent on company matters 50.0 

Stronger incentives for directors to create shareholder value 16.7 

The number of independent members has increased 8.3 

Total 100.0 

 
Table 59 – Boards’ Real Changes to the Structure and Functions [n=37] 

 

As a practical matter, these results are consistent with what we have stated 

in Topics 2 and 5 regarding how much time and effort directors devote to board 
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meetings, which may also be an indicator of board effectiveness. Additionally, being a 

board member in a large complex organization is extremely demanding, and thus no 

board member can be expected to master all aspects of the business in detail. However, in 

financial firms, a good understanding of risk management is vital. This is consistent with 

OECD recommendation after the crisis, which identifies four key areas for urgent action: 

corporate risk management, pay and bonuses, the performance of board directors, and the 

need for shareholders to be more proactive in their role as owners. Furthermore, the 

company’s compensation model should be aligned with prudent risk-taking and the long-

term objectives and strategy of the company.  

Through the next questions, we have attempted to provide information on the 

possible changes of company CEOs as a result of the crisis and the reasons there for. 

Table 60 and Table 61 provide a general overview of the results.  

 

Responses % 

Yes 16.2 

No 83.8 

Total 100.0 

 
Table 60 – Possible Change of the Company’s CEO as a Result of the Global Crisis [n=37] 

 

As can be seen in Table 60, there have been no changes to the company CEO 

because of the crisis in most of the cases (83.8%). Only a few advocate for this change 

(16.2%). Furthermore, and as shown in Table 61, in most of those cases the reason for 

this change was because of the decrease in the share price of the company (50.0%), 

followed by bad risk management (33.3%), while the remainder cited low company 

performance (16.7%). 
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Responses % 

Bad risk management 33.3 

Due to decreases in the share price of 
the company 

50.0 

Low company performance 16.7 

Other -- 

Total 100.0 

 
Table 61 – Reasons for the CEOs’ Change [n=37] 

 

 We believe that because of the fear of the financial crisis, and according to 

OECD, 2009 recommendation after the crisis “even where companies had mandatory 

internal controls on reporting for the financial accounts, their executives did not fully 

grasp or clearly communicate the financial risks of many of the instruments they were 

betting on. Many of these were in fact off the balance sheet prior to the crisis. To fill this 

gap, risk management must be seen in a corporate-wide perspective where the risk 

management system is continuously adjusted in line with a corporate strategy and the 

appetite for risk. The oversight of risk management by board members must also be 

improved and they must also be given all the information they need to make informed 

decisions [...].” Albanian companies, especially foreign-owned companies, had this kind 

of reaction. 

 Table 62 presents the results related to the availability of risk committees and 

legal complaints from shareholders during the last five years. As can be seen, most of the 

respondents affirm the non-existence of risk committees (67.6%). Usually, risk committee 

members are found outside the firm. They have the right skills, expertise and knowledge 

to resolve the crisis. However, in many cases, they can be found within the firm. We 

should underscore that hiring an outside firm team implicates costs, and in a period of 

crisis, spending money to hire outside experts might not help at all. However, hiring a 

skillful team can bring various benefits to the company, such as: (1) increased confidence 

in the company’s willingness to resolve the crisis; (2) increased knowledge and 
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experience in response to the crisis; (3) speeding the response and solutions to the crisis; 

and (4) allowing staff to focus on the company’s activities rather than on the crisis. 

In the second section of Table 62, 97.3 % of panel respondents affirm the non-

existence of legal complaints from shareholders during the past five years. 

 

 Responses % 

If there have been implemented risk committees 

Yes 32.4 

No 67.6 

Total 100.0 

If there have been legal complaints from shareholders in 
the last 5 years 

Yes 2.7 

No 97.3 

Total 100.0 

 

Table 62 – Availability of Risk Committees and Legal Complaints from Shareholders During the Past 

5 Years [n=37] 

 
In addition, and as shown in Table 63, most of the panellists affirm that special 

audits were not conducted because of the impacts caused by the crisis (67.6%). However, 

a considerable number (32.4%) affirm the contrary. 

 

Responses % 

Yes 32.4 

No 67.6 

Total 100.0 

 
 

Table 63 – Special Audit Due to the Impacts Caused by the Recent Crisis [n=37] 
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Table 64 presents the results based on possible changes to the external auditor in 

the last five years and the reasons for those changes. In the first section of Table 64, most 

of the respondents (62.2%) affirm that there have not been changes to the external auditor 

during the last five years, followed by a considerable number who say that there have 

been no changes (37.8%). Using a filter question, respondents that answered yes to 

changes in the external auditor were next asked to indicate the reasons for those changes, 

and the answers indicated that the most common reasons for this change were changes to 

the law (35.7%), followed by the unsatisfactory quality of work and cost reasons for the 

services (28.6%). Some argue that those changes have occurred because of the conflict of 

interest between parties (7.1%). 

 

 Responses % 

If there have been changes to 
external auditor the last 5 years 

Yes 37.8 

No 62.2 

Total 100.0 

Reasons for this change 

Because of unsatisfactory quality of work 28.6 

Because the legal requirements for external 
audit have changed 

35.7 

Due to conflict of interest 7.1 

For cost reasons of the services 28.6 

Total 100.0 

 

Table 64 – Changes and the Reasons to the Company’s External Auditor [n=37] 

 

This indicates that Albanian boards and managers are satisfied with the current 

state of reporting from the audit committees. 

The next question aimed to analyze company attitudes towards CSR expenses. 

Most of the panel members (64.9%) affirmed a reduction in the CSR budget. However, 
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27.0% argued there were no influences on the company’s CSR budget, and a few 

indicated increments in the company’s CSR budget (8.1%) (Table 65). 

 

Responses % 

Has increased the budget 8.1 

Has reduced the budget 64.9 

Has had no influence 27.0 

 
Table 65 – Influence on the Company’s CSR Budget [n=37]. 

 

According to what was stated in Topic 4, even in scenarios of economic adversity, 

and despite the cost associated with CSR implementation, CSR can be seen as a 

fundamental opportunity and/or a tool in developing and redefining winning strategies 

(e.g. innovation, comfortable atmosphere and deep internal reflection) and overcoming 

turbulent situations (Fernández and Souto, 2009). Following this, and based on the results 

presented in Table 65, the level of knowledge on the benefits and the implementation of 

best practices is still a challenge. 

Next, the panel members were asked to indicate if there has been share trading 

since the 2009. As can easily be seen in Table 66, most argue that there hasn’t been 

company share trading (83.8%). 

 

Responses % 

No 83.8 

1.0 or less 10.8 

1.001 - 5.000 5.4 

More than 5.000 -- 

 
Table 66 – Share Trading Since 2009 [n=37] 
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Table 67 presents the results based on the possible changes to the ownership 

structure and the reasons for those changes. In the first section of the table, most of the 

respondents (86.5%) affirm that there have not been changes to the ownership structure 

during the last five years. However, 13.5% affirm some changes. Using a filter question, 

respondents that answered yes to the changes of the ownership structure were next asked 

to indicate the new form of the ownership structure. In the next section, the answers 

indicate that in most cases, the firm’s structure became even more concentrated (60.0%). 

 

 Responses % 

If the ownership has changed 

Yes 13.5 

No 86.5 

Total 100.0 

It has become more: 

Concentrated 60.0 

Dispersed 40.0 

Total 100.0 

 
Table 67 – Possible Changes to the Ownership Structure Since 2009 [n=37] 

 
We believe that this level of ownership concentration and activism of 

shareholders is an indicator to the Albanian problems related with the low level of law 

enforcement and implementation, along with an inoperative capital market. 

 
8.2.3. Development Prospects 

 

In order to obtain a generalized view of the future trends of CG in Albania, we tried to 

collect the respondents’ opinions on the direction in which CG practices are moving, and 

the current level of knowledge and willingness to apply contemporary international 

standards of CG best practices. According to Table 68, and based on most panellists’ 

responses, there is a tendency for an increase in CG “culture”, but there remains much 

room for improvement. Almost 46% of the respondents considered CG as one of the top 
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three future priorities (45.9%); and 21.6% said it was a top or top-ten priority. Only 

10.8% considered it important but not a management priority. 

 

CG priorities % 

It's the top priority 21.6 

It's one of the top three priorities 45.9 

It's among our top ten priorities 21.7 

It's important but not a management priority 10.8 

Other 0.0 

Total 100.0 

 

Table 68 – CG Rating in the Company’s List of Priorities [n=37] 

 

The next question asked the panelists to rank, by order of importance (1 = first 

most important, 3 = third most important), the three main goals that they considered most 

important for CG practices to achieve in the future. According to Table 69, the majority 

of the responses focused on improving the company’s market position (67 points), 

followed by increasing annual turnover (45 points), and, ranked in third place, 

increasing the outcome (38 points). The advantages deemed least important were 

protection of shareholders’ rights (4 points) and coordination improvements between 

shareholders and administration (1 point). It should be noted that attraction of 

investment, especially foreign investment, accumulated only 18 points – a notable 

difference from the three top CG future goals, indicating a low level of knowledge of the 

real long-term benefits of the best CG practices. Furthermore, the protection of 

stakeholders’ rights as a good CSR practice is given null importance (only 2 points), 

again indicating a low level of knowledge of stakeholders’ long-term role as a “good” 

CSR practice. 
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Future Goals of CG Practices Points 

Improved market position 67 

Increased annual turnover (company’s economic activity) 45 

Increasing the outcome 38 

Attract investment 18 

Improved decision-making 14 

Improvement of the company's reputation 14 

Increased efficiency in the operations of the company 14 

Lower cost of capital 9 

Increase the transparency of the activities 4 

Protection of the shareholders’ rights 2 

Improving coordination between shareholders and administration 1 

Other 0 

 

Table 69 – CG Long-Term Goals [n=37] 

 

 It is worth noting, in addition, that Albania also faces challenges with corruption 

and the development of fiscal policies in order to attract foreign investment. Energy 

shortages and antiquated and/or inadequate infrastructure contribute to Albania’s poor 

business environment, which makes it difficult to attract and sustain foreign investment.  

The next question is related to experts’ perceptions of the three main barriers to 

CG improvement (1 = main impact, 3 = third main impact). The final ranking follows: 

first, lack of information or knowledge (42 points); second, costs of implementing and 

communicating CG policies (41 points); and third, insufficient legislation and lack of 

qualified specialists (40 points, respectively) (Table 70). Interestingly, lack of financial 

understanding on the part of senior executives and the board was not perceived to be a 
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significant barrier, indicating that the board is perceived to have a strong level of 

knowledge about the company’s strategic issues. 

 

Barriers Points 

Lack of information / knowledge 42 

Cost of implementing and communicating corporate governance policies 41 

Insufficient legislation 40 

Lack of qualified specialists 40 

Lack of business understanding on the part of external auditors 23 

Information on governance issues of the company harms competition 21 

Lack of business understanding on the part of the board 11 

Lack of financial understanding on the part of senior executives  3 

 

Table 70 – Barriers Faced by the Company for Governance Improvement [n=37] 

 

This lack of information and knowledge is even more evident by the fact that the 

corporate CEOs consider the implementation of CG practices as too costly. 

Respondents were next asked to indicate the three CG mechanisms that will most 

affect firm performance (i.e. 1 = most important; 3 = third most important). Table 71 

presents the aggregated scores, which resulted from giving 3 points to the most important 

criterion, 2 points to the one considered second, and 1 point to the one identified as third 

most important.  
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Measures Points 

Application of an internal control system 51 

Providing consultancy on corporate governance issues 38 

Training of the board’s members in good corporate practices 36 

Implementation of the corporate governance codes 25 

Implementation of international financial reporting standards 22 

Publication of information on a quarterly basis 18 

There should be full disclosure of off-balance-sheet transactions 10 

Companies need to rotate their external auditors on a regular basis 9 

Implementation of a remuneration system for the board’s members 6 

Greater power to the audit committee 2 

Stock options should not be the majority of senior executive's compensation 2 

The CEO should certify the accuracy of the accounts each year 2 

The CEO should not accumulate the position of chairman 1 

There should be a majority of independent directors on the board 0 

Other 0 

 

Table 71 – Priority Steps That Can be Taken to Improve Governance [n=37] 

 

According to Table 71, the majority of responses focused on application of an 

internal control (51 points) as a measure to be taken in order to improve firm’s 

governance, followed by provisions of consultancy on CG issues (38 points) (these 

findings are consistent with the previous affirmation on the lack of information and 

qualified specialists as important barriers for CG improvements), and ranked in third 
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place training of the board’s members in good corporate practices (36 points). It should 

be noted that increasing the board’s number of independent directors is given null 

importance. This was one of the best practices discussed in Topic 3, which leads us to 

doubt the CEOs’ level of knowledge regarding the role of independent directors.  

The next question aimed to identify the measures that can ensure more 

transparency for shareholders, based on a Likert scale ranging from 1 to 5 (1=least 

impact; 2=somewhat of an impact; 3=intermediate level; 4=good impact; 5=most impact). 

As can be seen in Table 72, it can be concluded that an overall reasonable level of 

agreement exists regarding the measures that should be taken in order to ensure more 

transparency for shareholders.  

 

Measures Mean Median 
Std. 

Dev. 

Coef. 

Variat. 

Accounting policies be included in annual reports 4.11 4.00 0.966 0.235 

Adoption of international accounting standards in financial 
reporting 

4.19 5.00 1.050 0.251 

CEO certification of all statements and reporting of accounts to 
shareholders 

3.92 4.00 1.090 0.278 

Code of business conduct and ethics in place and published 3.32 4.00 1.203 0.362 

Operating and financial review included in the annual report 4.22 4.00 0.854 0.202 

Other 0.0 0.0 0.0 0.0 

 

Table 72 – Measures Ensuring More Corporate Transparency for Shareholders [n=37] 

 

According to the respondents, the adoption of international accounting standards 

in financial reporting is seen as having the most impact in ensuring corporate 

transparency for the company’s shareholders (median score of 5). It should be noted that 

it is a legal requirement. The remaining items assumed strong importance (i.e. accounting 

policies be included in annual reports, CEO certification of all statements and reporting 

of accounts to shareholders, code of business conduct and ethics in place and published, 
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operating and financial review included in the annual report) (all with median scores of 

4). 

According to the panellists’ answers, and as shown in Table 73, training and 

consultancy are needed in order to improve governance (83.3%), a point with which few 

(16.2%) failed to agree. 

  

Benefits % 

Yes 83.8 

No 16.2 

Total 100.0 

 

Table 73 – Need for Training and Consultancy for Improving Governance [n=37] 

 

As stated previously, Albanian corporate executives link the implementation of 

CG practices only to the improvement of the firms’ market position, increases in annual 

turnover and increases in firm outcomes (in some ways bounded from the current level of 

knowledge of CG benefits) and less with the attraction of new investments. Following 

this, one may assume that there is a real and urgent need for more knowledge and 

information on CG best practices. 

Based on the data collected from the panel of experts (Table 74), one can see that 

most of the panellists (91.9%) think that there is a need for the company to plan in the 

future to provide funds for training and consultancy in order to improve CG.  

 

Responses % 

Yes 91.9 

No 8.1 

Total 100.0 

 

Table 74 – Necessity to Plan Funds Allocation for Training and Consultancy [n=37] 
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These results indicate that Albanian executives are increasing their self-

commitment on CG issues. In the absence of the trade market pressure, possible solutions 

and opportunities to find ways to take advantage of the CG benefits lie within the 

company. For the board of directors to function properly, the directors, especially the 

independent directors, must have access to relevant information. This means that 

independent directors should be able to obtain necessary outside professional services at 

the company’s expense. Even more critical may be the provision of relevant education 

and training for directors, because many of them may be unfamiliar with the roles of 

directors, in which case the controlling owner of the firm may easily be able to 

manipulate the board. 

For the next question, we were seeking to understand panellists’ opinions about 

what CG tasks can be the most effective in providing high-quality CG practices in 

Albania. Panellists were asked to rank, by order of importance (1 = first most important, 

6 = sixth most important), the CG mechanisms that are likely to most affect the 

effectiveness of CG in Albania. Table 75 presents the aggregated scores. 

 

Mechanisms Points 

To make internal corporate mechanisms work better 166 

Enhancing the standards of accounting, audit and disclosure 151 

Conducting and publicizing corporate governance ratings 140 

Prohibiting or tightly controlling some types of related party transactions 114 

To select the most effective external mechanisms 108 

Reducing ownership concentration 95 

 

Table 75 – Most Effective Tasks for Better CG Practices in Albania [n=37] 

 

According to Table 75, the final ranking was: (1) making the internal corporate 

mechanisms work better (166 points); (2) enhancing the standards of accounting, audit 

and disclosure (151 points); (3) conducting and publicizing CG ratings (140 points); (4) 

prohibiting or tightly controlling some types of related party transactions (114 points); 
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(5) selecting the most effective external mechanisms (108 points); and (6) reducing 

ownership concentration (95 points). The reduction of the ownership was given the 

lowest importance, which suggests, consistent with Çipi et al. (2014), a strong need for 

concentration of ownership in developing countries such as Albania. Concentrated 

owners, who cannot rely on other institutions and arrangements designed to monitor 

management, have both the power and the incentive to do this themselves. The level of 

ownership concentration in Albania is strongly associated with the development of the 

financial market, and agency problems in such countries take on different features due to 

the direct involvement of shareholders in many important decisions and in the daily 

monitoring of the company. 

For the next question, we tried to understand the opinions of respondents on the 

boards’ duties in terms of what to spend more time on in the future in order to provide 

better CG. By order of importance (1 = first most important, 6 = sixth most important), 

and according to Table 76, business risk management with 191 points is clearly the duty 

that stands out from the others. Second, we have focus on strategy with 178 points. Next 

we have performance management (with 148 points), execution (with 101 points), core 

governance and compliance (with 92 points), and talent management (with 67 points). 

 

Tasks  Points 

Business risk management 191 

Execution 101 

Performance Management 148 

Strategy 178 

Talent management 67 

Core governance and compliance 92 

 

Table76 – Tasks in Which the Board Should Spend More Time [n=37] 

 

 The next question aimed to analyze the board’s future duties (as an important 

CG internal mechanism) in order to enhance its own effectiveness, based on a Likert 
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scale ranging from 1 to 5 (1=not important; 2=somewhat important; 3=intermediate 

level of importance; 4=strong level of importance; 5=very strong level of importance) 

(Table 77). According to Table 77, the results show that timely provision of relevant 

information to the directors and selection of more better qualified, truly independent 

directors are the most relevant duties (median score of 5.00). However, one cannot say 

that there are no other important duties, since the remaining items have a very high 

score: better disclosure of board activity, formal annual evaluation of the board and 

directors, formal CEO evaluation by the board, more appropriate mix of 

skills/backgrounds among board members, promoting boardroom culture that 

encourages constructive criticism, providing education programs and adopting codes 

of conduct, and separating the CEO from the board chairman position (law obligation 

in both of corporate systems). The duty that seems to have the lowest score is giving 

(independent) directors better compensation. 

 

Tasks Mean Median 
Std. 

Dev. 

Coef. 

Variat. 

Better disclosure of board activity 3.59 4.00 1.235 0.344 

Formal annual evaluation of the board and directors 3.49 4.00 1.193 0.342 

Formal CEO evaluation by the board 3.46 4.00 1.120 0.324 

Giving (independent) directors better compensation 3.00 3.00 1.225 0.408 

More appropriate mix of skills/backgrounds among board 
members 

3.95 4.00 1.053 0.267 

Promoting boardroom culture that encourages constructive 
criticism 

3.59 4.00 1.066 0.297 

Providing education programs and adopting codes of 
conduct 

3.62 4.00 1.114 0.308 

Selecting more better qualified, truly independent directors 4.22 5.00 1.004 0.238 

Separating the CEO from the board chairman position 4.00 4.00 1.247 0.312 

Timely provision of relevant information to the directors 4.30 5.00 1.024 0.238 

 

Table 77 – Tasks for the Purpose of Enhancing the Effectiveness of the Board [n=37] 
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Using a Likert scale from 1 to 5 (1 = not important, 5 = decisive importance), 

Table 78 shows the respondents’ evaluation of the future tasks of the board in order to 

have better performance from outside directors.  

 

Tasks Mean Median 
Std. 

Dev. 

Coef. 

Variat. 

Better attendance at the board meetings 4.04 4.00 0.956 0.237 

Better awareness of fiduciary duties to all shareholders 4.17 4.00 0.878 0.211 

Better knowledge of the business of the firm 4.69 5.00 0.577 0.123 

Better preparation for and more active participation in board 
discussion 

4.42 5.00 0.770 0.174 

 

Table 78 – Important Tasks for Better Performance from Outside Directors [n=37] 

 

Based on Table 78, and according to the respondents, better knowledge of the 

business of the firm and better preparation for and more active participation in board 

discussion have a considerable impact, with median scores of 5 (critical importance). The 

remaining items (i.e. better attendance at the board meetings and better awareness of 

fiduciary duties to all shareholders) assumed a strong level of importance.  

The next question asked the panelists to rank by order of importance (1 = first 

most important, 6 = sixth most important) the actors that can influence the improvement 

of CG in Albania. According to Table 79, the majority of responses focused on the 

financial supervisory of financial agencies or fair trade commission (221 points) as the 

most influential actor in improving CG in Albania, followed by professional association 

as accounting and audit (201 points), and ranked in the third place external members of 

the board (172 points). Next we have universities (130 points), financial press (128 

points), the court (125 points) and ranked in last place civil activists (57 points).  
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Influential Actors Points 

Financial supervisory of financial agencies or fair trade commission 221 

Professional associations such as accounting and audit 201 

External members of the board 172 

Universities 130 

The press (financial) 128 

The court 125 

Civil activists 57 

 

Table 79 – Important Actors in Improving CG in Albania [n=37] 

 

These general perceptions among the panel members as to whose role is most 

important in relation to improving CG are likely to reflect the relative roles the various 

parties have played in CG reforms in the country. The low importance associated with the 

role of the judiciary is mainly justified by the low level of trust and high level of 

corruption of this institution.  

Through the next question, we attempted to obtain the panelists’ opinions 

regarding the readiness of Albanian companies for the listing on the stock exchange. 

Table 80 provides a general overview of the results.  

 

Responses % 

Yes 56.8 

No 43.2 

Total 100.0 

 
Table 80 – Timing for the Albanian JSCs to be Listed on the Stock Exchange [n=37] 

 

Although most respondents (56.8%) affirm that Albanian companies are ready to 

be listed, a relevant number (43.2%) think that it is not the moment for them to initiate 

this process. That said, Albanian companies’ CEOs are becoming more aware of the real 
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benefits of becoming publicly traded. The long-term benefits related to the listing process 

are directly related to the benefits of CG in attracting more and powerful foreign 

investors, greater access to capital at lower cost, and improvement of companies’ 

reputations. According to our panel responses, we believe that the first candidates of the 

listing process in Albania are banks. Because of the high degree of foreign ownership in 

the banking sector, they have established high standards in organizational and CG 

practices. The main reasons for this disapproval are presented in Table 81. 

 

Obstacles Points 

Lack of information and knowledge 31 

Lack of “tradition” 28 

The lack of efficiency of the market regulatory institutions 27 

Failure on the introduction of the standards in general 25 

Insufficient legislation 18 

The low need for capital 6 

Other 0 

 
Table 81 – Obstacles to the Listing Process [n=37] 

 
According to Table 81, and by order of importance (1 = first most important, 6 = 

sixth most important) the obstacles to the listing process are lack of information and 

knowledge (31 points), followed by the lack of “tradition” (28 points), the lack of 

efficiency of the market regulatory institutions (27 points), failure on the introduction of 

the standards in general (25 points), insufficient legislation (18 points), and the low need 

for capital (6 points). These results suggest a cause-and-effect relationship between the 

development of CG at the firm level and Albanian capital markets. Additionally, and 

according to what was discussed in Topic 6, widely perceived reasons for the malfunction 

of TSE are lack of transparency and distorted financial statements of the companies, in 

order to avoid tax obligations. The financing needs for most of the Albanian companies 

are met mainly by the banking system and the informal lending market. In contrast to the 

strong criteria for funding in the capital markets, banks are often obliged to assess 
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companies based on informal financial statements. Consequently, capital funding through 

the listing process is perceived as a non-attractive form of financing for Albanian 

companies. Following this, one may assume that securities markets are not a likely source 

of financing for private enterprises in Albania in the near future. Nevertheless, if 

Albanian companies believe that the time has come for them to be listed on the stock 

exchange, they must be aware of and prepared to make significant improvements to the 

CG mechanisms they use. Furthermore, there is a need to implement more “good” CG 

practices (especially in terms of corporate transparency and disclosure and law 

enforcement) and to increase the CEOs’ and board members’ level of knowledge about 

their real benefits. 

 

 

8.3. Limitations of the Application 

 

Regardless of the contribution that this study brings to the academic research in Albania, 

it also has some limitations. First of all, even considering the validity of the results, this 

study has limitations in terms of respondents who were identified by predetermined 

criteria. Furthermore, the number of respondents is also a limitation, since the 

representation of the JSCs analyzed could have been better. Although the use of the 

Delphi method allows for the generalization of the results, in this case the data should be 

interpreted with caution, due to the selection (e.g. 37 experts). Additionally, the 

distribution of questionnaires was concentrated in the largest cities of Albania, so the 

results should be interpreted with caution for the entire country. Additionally, because we 

have used only one panel instead of creating different panels (e.g. based on the industries 

or on company size, especially one for the banking sector, where the level of 

development and implementation of the CG mechanism is at a higher level in comparison 

with firms in other industries or state-owned companies, where CG practices may be 

different; on the other hand, state-owned enterprises and the private sector face different 

governance problems), it would be beneficial to explore different panels as well. A 

potential problem with this type of investigation is selection bias, in that JSCs with 
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better CG are likely to be more willing to respond to this kind of questionnaire than those 

with poor CG. 

 Additionally, even considering the validity of the results, this study has 

limitations in terms of what “should” be as perceived by the experts (the outcome of a 

Delphi investigation is based on opinions. In this sense, the results of the survey are as 

valid as the opinions of the experts who constitute our panel). Despite these limitations, 

we hope our study will be a good reference for further efforts aimed at enhancing CG 

in Albania. 

 

 

8.4. Final Remarks 

 

Albania has introduced wide-ranging reform measures to address the various problems 

of CG. The areas in which Albania introduced extensive reform measures include 

improving the quality of information required for shareholders and the general public, 

enhancing minority shareholders’ participation in corporate decision-making 

processes, making boards of directors more effective and more independent of 

management, reducing the likelihood of related party transactions that would hurt 

minority shareholders, etc. Following this, the analysis of our results shows that the 

panel’s overall assessment of CG knowledge is considered good, but its actual 

implementation in Albanian JSCs is not at the same level. More in depth, the 

questionnaire survey demonstrates that concentrated ownership is predominant in all the 

Albanian JSCs independently from the company’s origin of creation, size or field of 

activity. From the perspective of CG, and because markets for corporate control are 

almost nonexistent, ownership and control by a single investor is the most efficient 

arrangement for the moment in Albania, but such an ownership structure imposes limits 

on companies’ long-term ultimate size. From these premises, good CG is needed not only 

to prevent the expropriation of minority shareholders, and it is also needed to attract the 

capital needed to pursue large and worthwhile projects. In some JSCs, the state is still one 

of the largest shareholders. Thus, public authorities have a crucial role in the performance 

and the decision making of these types of firms. Understandably, state-owned firms are 
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likely to have other objectives beyond financial performance (e.g. long-term growth), 

which are likely to influence the sensitivity of executive compensation with regard to 

financial performance. For this reason, these types of Albanian JSCs are more likely to 

strongly focus on a stakeholder approach to CG than a shareholder approach (although 

the Albanian Company Law permits them to choose between the Anglo-Saxon or 

European model of CG). Furthermore, this dominance of state ownership implies that the 

government exerts control over managerial appointments and incentives. Given the high 

ownership concentration in most surveyed firms, for minority shareholders to address their 

concerns by calling a special shareholders’ meeting , while taking little part in the process of 

selecting board members or placing issues on the shareholders’ meeting agendas, seems to 

be difficult. Based on the survey findings, the presence of a controlling shareholder has a 

strong impact on the Albanian CG structure, and particularly on the appointment of 

managers and directors (executive and/or independent board members) and the 

performance evaluation of directors. Professional managers in CEO positions are found in 

more than 60% of the Albanian JSCs. This confirms once again that one of the principle 

CG concerns is to prevent controlling owners from expropriating minority shareholders 

(the concentrated ownership lowers the agency problems between owners and managers, 

but gives rise to conflicts between the main shareholders and minority shareholders when 

shareholders’ level of protection is low and control is high, as in the Albanian case). 

Furthermore, the level of protection for minority shareholders remains a concern for 

many international and/or domestic investors with regard to their investment in the 

company.  

The survey shows that the Albanian JSCs are doing relatively well in 

recognizing the rights of shareholders, especially shareholders’ basic rights (such as the 

right to participate in general meetings, the right to vote, the right to be informed of the 

company’s strategic issues, and the right to dividends). This may be due to the fairly 

elaborate laws and regulations pertaining to shareholders’ rights and the well-functioning of 

shareholders’ meetings. (It should be noted that we have dealt more with the rights 

included in the Albanian legislation rather than international standards and practices.) 

Furthermore, this result can be associated with the beneficial effects of concentrated 

ownership structure. The prevailing view is that the implementation of the shareholders’ 
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rights is almost in line with the recognition of those rights. Companies face a relatively 

frequent density of shareholders’ meetings, which is probably related to the small number 

of shareholders of each company, which in turn makes the process of organizing 

shareholders’ meetings easier. Statutes and other company regulation generally follow 

the Albanian legislation. Shareholders have little role in the audit of companies. 

Moreover, voting by mail is largely unavailable. In addition, the panel members revealed 

strong knowledge about the rights of other stakeholders, such as employees, creditors and 

suppliers. However, they did not consider these other stakeholders, or, crucially, 

corporate social responsibility, as an important positive result of CG application. 

Albanian corporate directors in the companies surveyed seem to be relatively “tender” 

towards the roles of such broader stakeholders. Roughly 100% of corporate directors 

strongly agree that one of the goals of a corporation is to enhance the well-being of 

various stakeholders in addition to making profits for shareholders. We believe that there 

should be substantial potential for a governance role by broader stakeholders, especially 

employees in view of their high level of education, in the future, and the existence of 

widespread mechanisms for facilitating an enhanced role by employees. Their concerns 

about the downside of increased participation by these stakeholders do not seem to be 

serious. Other factors contributing to a favorable environment for employee 

participation include employees’ educational background and the availability of 

complementary mechanisms such as financial participation, which truly make 

employees stakeholders. Additionally, we believe that this result was influenced by 

banks’ corporate directors’ responses, perhaps because banks have certainly strengthened 

their monitoring of their corporate clients since the world crisis, and companies are 

interested in having a close, long-term relationship with their creditor banks in 

particular. Furthermore, it should be noted that these issues were treated based on 

Albanian legislation, rather than international standards and practices, because the 

statutes and other regulations of Albanian JSCs are typically grounded in Albanian 

legislation. However, there is room for improvement of the current legislation in this 

field, and there is a need for better awareness of broader stakeholders in terms of the role 

they can play in improving governance practices and the impact they may have on 

strengthening company transparency.  
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Our survey shows that despite legal measures implemented in the Albanian 

regulatory framework and the progress made at the firm level, sample firms perform 

relatively poorly in relation to information disclosure and transparency issues. It is 

important to note once again that none of the companies is listed, so they don’t have 

market pressure to increase information transparency. Although the panelists affirm the 

disclosure of a considerable number of documents (i.e. annual report, CEO’s and other 

employees’ remuneration, company policies regarding its business, company statutes, 

financial balance sheets, information about the supervisory board members and executive 

director, information on the audit conducted by the company, information on share 

transactions, organizational chart of the company, supervisory board members’ 

remuneration, quarterly reports), the accuracy of these responses is difficult to assess in 

the absence of a capital market in which quality and price information are reflected in the 

behavior of domestic and foreign investors. Albanian companies’ web sites are not yet 

fully utilized as a way to disclose information in a timely manner and enhance 

transparency. Following these findings, efforts should be made to eliminate the informal 

market and strengthen the role of external audit, which would bring real transparency 

and directly affect the publication of information by the JSCs. Furthermore, the 

mandatory provisions regarding the establishment of an audit committee and ad-hoc 

committees with independent directors can be considered as a significant move towards 

improving the quality and credibility of financial reporting and transparency. 

If we refer to the information collected by panel participants in the survey on the 

supervisory/administrative boards’ role, in general we can say that the board role should 

be improved in order to follow the best international practices. The low numbers in terms 

of board size and independent board members are significant in indicating that 

supervisory boards are not yet able to properly perform their functions and 

responsibilities. Boards have a good level of recognition on these important company 

issues: company’s current strategy and financial position, dynamics of the company’s 

industry, risks faced by the company, and the value created by the company. They have 

played a decisive role in the appointment/dismissal of the general director and chairman 

of the company, the senior administration, and internal control bodies and in determining 

the remuneration for these positions. The true independence of independent directors is 



 

- 185 - 
 

rather doubtful, judging from the fact that directors are mainly selected by controlling 

owners or by specific decisions. Boards appear particularly weak in evaluating and 

supporting directors so that they can contribute effectively as board members. Furthermore, 

another impediment to the system is the lack of experienced talent to serve as 

independent directors. In this sense, it seems that there remains much to be done for the 

proper functioning of the independent directors’ system (we should highlight that it 

represents a huge step towards best practices of CG). Furthermore, in the Albanian 

Company Law, it is highlighted that the independent directors can easily be fired by the 

shareholders. This lack of legal protection means that independent directors are often 

unwilling to challenge the board’s decisions. Moreover, there is no mention in the 

regulations of whether independent directors have the right to vote against board 

decisions and whether they can appeal when they are not able to exercise their voting 

rights. Following this, we believe that independent directors serve no real function in the 

company. Among almost all of the surveyed firms, boards seem to be somewhat inactive in 

selecting, monitoring, and replacing CEOs and reviewing the remuneration of key 

executives and directors. They are particularly good at evaluating the performance of 

executive directors. Independent directors are inadequately supported with necessary 

information, personnel assistance, training, and stock-based incentive compensation. 

Additionally, we believe that the legal framework, especially in the financial sector, 

provides a solid basis for strengthening companies’ governance. However, given the 

highly concentrated structure of ownership, it may be assumed that the executive boards 

do not have enough independence from the parent companies (i.e. parent firms have 

impact beyond a reasonable level in determining the long-term performance targets for 

Albanian companies, especially in the banking sector). This raises the question of 

whether strategic objectives are based on Albanian market conditions and whether they 

take into account the public interest. Therefore, we argue that, in addition to slowing 

economic growth and deficiencies in the execution of collateral, high and rising bad loans 

currently in the banking sector may be partly the result of the low level of independence 

and quality of executive boards in general. In addition to independence, a key 

determinant of strong performance is the governing board’s collective knowledge and 

education, which depends on the harmonization of qualifications, skills and professional 
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experience of their members. Our analysis shows that this issue has not received 

appropriate attention and enforcement measures.  

Despite the importance represented by the enforcement of legislation and the 

regulatory framework in promoting the implementation of advanced standards of 

governance, especially in countries such as Albania, with weak legal environments, our 

results showed that the implementation of legislation isn’t at the required levels. Overall, 

the survey results indicate that there is a substantial gap between the Albanian CG 

regulatory framework and actual implementation of those rules. Understandably, larger gaps 

and variations exist in areas where regulations and guidelines are less demanding or 

enforcement is difficult, such as supporting and evaluating outside directors and the specific 

functions of the board or board committees.  

If we refer to the information collected from panel participants in the survey, on 

possible CG practice changes because of the 2008 world crisis, in general we can say 

that there have not been drastic changes to the CG practices used before this period (those 

changes are mainly attributed to mandatory provisions introduced by the 2008 Company 

Law). As stated in Topic 4, at first glance, it seems that Albania was not affected by the 

recent global financial crisis (the modest stage of development of the Albanian financial 

system and the lack of investment activity in complex and high-risk products have played 

a role as a protective shield against the financial crisis). Following this, we believe that 

this “stability” in the economy as a whole was also reflected also by a “stability” in the 

CG practices used by Albanian JSCs. More specifically, our investigation showed that 

JSCs’ directors seem to believe that CG practices used by their company are better in 

comparison to the period before the 2008 financial crisis. Nevertheless (as stated in Topic 

5), we believe that this level of improvement has come as a result of the implementation 

of the new Company Law introduced in 2008. The extensive reform measures to the 

Albanian Company Law introduced in 2008 were aimed at addressing various problems 

and ensuring significant improvements in the CG of large firms. Reform measures have 

included improving specific CG mechanisms both within corporations and in external 

markets; allowing companies to choose the CG models; facilitating the procedures for 

mergers and acquisitions; enhancing in some ways the minority shareholders’ activism; 

“obliging” boards in having a minimum number of outside or independent directors; 
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making boards more effective and more independent of management; improving the 

quality of information that management is required to provide to shareholders and to the 

public; reducing the likelihood of related party transactions; reforming bankruptcy 

proceedings; and strengthening regulations governing transactions between closely 

related parties. In summary, companies’ awareness of the importance of CG during 

periods of crisis was not a significant contributing factor. Furthermore, despite the newly 

instituted mechanisms, their effectiveness is limited to the embedded Albanian 

institutional and socio-cultural norms and values and to the low level of development of 

Albanian financial markets and the absence of big institutional investors, thus leading to 

nonexistent or ineffective external monitoring mechanisms for CG. Our investigation 

showed that JSCs’ directors seem to believe in the rising importance of the boards for 

company success when facing a crisis. Their oversight role has increased. The structure of 

ownership remains concentrated. There seems to be a drop in the budget allocated to CSR 

activities, indicating once again the low level of knowledge about the benefits CSR may 

have in the long-term performance of the companies. At this point, this comparison of the 

change in post-crisis CSR activities budget is an indication that there have been 

companies affected by the crisis, and the main purpose of these savings was perhaps to 

maintain profitability and minimize the damage, which may have occurred because of the 

crisis. The survey evidenced the nonexistence, in most of the panel firms, of risk 

committees, indicating once again that Albanian JSCs were not heavily affected by the 

recent global financial crisis. 

Taking a holistic view on the trends in CG practices towards which Albanian 

JSCs are moving, our findings offer some optimistic notes. Albanian JSCs are improving 

their level of knowledge of (and willingness to apply) internationally accepted CG 

standards. A “more or less friendly environment” regarding reforms or activities required 

to improve CG is gradually emerging in Albania. These general conclusions are 

supported by these facts: (1) Albanian JSCs appear to be increasing their self-

commitment to the application of the best standards of CG practices. Executives rated CG 

as one of their top three future priorities. Because the implementation of CG practices can 

improve a firm’s market position, increase annual turnover and increase firm outcomes, 

executives are recognizing the real need for training and consultancy in order to improve 
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governance issues. Furthermore, most affirm the need for planning and training funds for 

supervisory boards and administration of governance issues; (2) there is a predisposition 

for the implementation of international financial reporting standards. This finding may 

relate to legal requirements (2008 Company Law), and it is a consolidated practice at 

financial JSCs, which are brands of foreign firms; (3) there is an increasing tendency for 

a “CG culture”. This is illustrated by the growing knowledge of CG issues, for instance. 

However, the perceived need to foster this culture seems limited to the current concepts 

that CEOs have, which associate governance improvements primarily with the 

company’s reputation or business operations and less with investment attraction; (4) JSCs 

are recognizing the need for more knowledge and information about CG concepts. They 

think it is necessary to attract qualified specialists in the field; (5) Albanian corporate 

directors believe that deficiencies in company legislation remains a significant obstacle to 

provide a good level of governance; other real obstacles are the lack of specialists in the 

field and the low level of awareness and understanding of the real importance of good 

CG practices; (6) the panel of experts reacted in a relatively positive manner to the 

potential opportunity for a listing process in an organized capital market. This trend is 

most significant within the financial group (mainly banks and insurance companies), 

which are the first candidates for listing. As entities operating in financial markets which 

are subject to regulatory requirements, they are suitable candidates for a successful listing 

process; (7) the panel was quite critical of a functioning organized capital market. They 

identified these barriers as a lack of information and knowledge, a lack of tradition and a 

low level of efficiency among regulatory institutions, and the failure to introduce 

standards in general; (8) Financial regulatory and supervisory agencies, civil activists, 

and universities may play an important role in enhancing CG best practices. Securities’ 

regulatory bodies and fair trade commissions may be directly involved in establishing and 

enforcing the rules on the conduct of business for the purpose of protecting not only 

possible investors but also the companies’ stakeholders. They can motivate politicians 

and control owners and managers, who are concerned about damage to their reputations, 

to adopt more effective CSR-related laws, policies, and practices; (9) Firms’ respondents 

generally agree that the highest priorities for enhancing the board effectiveness are the 

timely provision of relevant information to directors and the promotion of a 
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boardroom culture that encourages constructive criticism and alternative views. Other 

priorities include selecting more better qualified, truly independent directors; carrying 

out formal evaluations of the board and directors; providing education to directors; 

and adopting codes of conduct for directors. Support is relatively weak for giving 

directors better and more performance-based compensation. Other priorities include 

better attendance at board meetings and better awareness of their fiduciary duties to all of 

the company’s shareholders; (10) Of the various tasks involved in improving CG, the 

respondents generally share the view that the top priorities are making internal governance 

mechanisms work better (166 points) and enhancing the standards for accounting, 

auditing, and disclosure (151 points). Other priorities supported by the respondents include 

conducting and publicizing CG ratings and more effective external governance mechanisms 

(such as hostile takeovers). Additionally, and perhaps in relation to the financial crisis, 

business risk management must be continuously supervised and adjusted, in line with the 

corporate strategy and the appetite for risk. Oversight of risk management by board 

members must also be improved, and they must also be given all the information they 

need to make informed decisions: and (11) In relation to better performance by 

independent directors, generally, panel respondents indicate the importance of knowledge 

of the business of the firm, timely and adequate preparation, and active participation in 

board discussions. Other priorities also supported by the respondents include better 

attendance at board meetings and better awareness of their fiduciary duties to all 

shareholders, including minority shareholders;  
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SYNOPSIS 

 
Regardless of its limitations (e.g. the distribution of questionnaires was concentrated in 

the largest cities of Albania; the outcome of a Delphi investigation is always based on 

opinions), the empirical study presented in this last section should serve as a reference 

for further efforts aimed at enhancing CG in Albania. According to the analysis of our 

firm-level survey results, it is quite clear that Albania has adopted its own transformation 

of CG patterns. The first step towards the development of CG practices has already been 

provided, but the level of knowledge of the real long-term benefits and the 

implementation of best practices is still a challenge. More in depth, the questionnaire 

survey showed that concentrated ownership is predominant in all of the Albanian JSCs. 

In this sense, the level of protection for minority shareholders remains a concern for 

many (international) investors with regard to their investment in the company. The lack 

of capital markets for corporate control affects a wide range of results, such as: the low 

number of managers with expertise in CG, inexperienced board members, political 

influence in the governance of companies with majority shareholdings, and control by the 

Albanian government. Additionally, the lack of a functioning capital market and other 

external market forces push towards the European model, where banks provide the main 

source of funding. Furthermore, our findings indicate that the European CG framework 

does work, even though panel firms may not embrace the model wholeheartedly. Our 

survey showed that despite the legislative measures implemented in the Albanian 

regulatory framework and progress made at the firm level, sample firms perform 

relatively poorly in relation to information disclosure and transparency issues. Another 

barrier to the system is the lack of experienced talent to serve as independent directors. 

We believe that the “stability” of the economy as a whole was reflected in the “stability” 

of the CG practices used by Albanian JSCs. Taking a holistic view of the trends in CG 

practices towards which Albanian JSCs are moving, our findings offer some optimistic 

notes. A more or less friendly environment regarding reforms or activities required to 

improve CG is gradually emerging in Albania. Further research is needed, however, to 

strengthen this line of research.  



- 191 - 
 

CONCLUSION 

 

A. Contribution to Science and Study Limitations 

 

espite significant efforts to put a regulatory framework for CG in place 

in Albania, in-depth investigations of CG practices at the firm level are 

largely lacking. This dissertation delves into the relatively unexplored topic 

of CG practices in Albania, regarding which there is currently very little 

research or information. In this sense, our research aimed to address the gap in 

knowledge related to the level of knowledge and implementation of CG mechanisms in 

Albania, providing a comparison between those practices before and after the 2008 global 

financial crisis and suggesting development prospects based on the perceptions of our 

expert panel. We strongly believe that firm-level surveys are indispensable for a solid 

understanding of actual corporate practices, rather than rules and regulations that may not 

be followed mot-a-mot in practice. Furthermore, it does so by studying the application of 

a methodology (i.e. the Delphi technique) which has not, to the best of our knowledge, 

been applied in such a context before. In this sense, this study contributes to current 

research by offering empirical results related to the application of the Delphi technique 

and forecasting CG practices and evolutionary trends in the Albanian context. We know 

of no prior work using the Delphi technique to analyze the evolutionary patterns and 

provide prospects for CG practices in the Albanian context.  

Regardless of the contribution that this study brings to the academic research in 

Albania, it also has some limitations. First of all, even considering the validity of the 

results, this study has limitations in terms of the respondents, who were identified by 

predetermined criteria. Furthermore, the number of respondents is also a limitation, since 

the representation of the JSCs analyzed could have been better. Although the use of the 

Delphi method allows for the generalization of the results independently from the number 

of the experts panel, in this case the data should be interpreted with caution, due to the 

selection (e.g. 37 experts). Also, the distribution of questionnaires was concentrated in 

the largest cities of Albania, so the results should be interpreted with caution for the 

entire country. A potential problem with this type of investigation is selection bias, in 

D 
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that JSCs with better CG are likely to be more willing to respond to this kind of 

questionnaire than those with poor CG. Additionally, even considering the validity of the 

results, this study has limitations in terms of what “should” be as perceived by the experts 

(i.e. the outcome of a Delphi investigation is based on opinions and, in this sense, the 

results of the survey are as valid as the opinions of the experts who constitute our panel). 

Despite these limitations, we hope our study will be a strong reference for further 

efforts aimed at enhancing CG in Albania. 

 

 

B. Summary of the Major Results Achieved 

 

The analysis of our results shows that Albania, as an ex-centralized economy and, due to 

its national characteristics, has adopted its own transformation of CG patterns. The 

panel’s overall assessment of CG knowledge is considered good, but its actual 

implementation in Albanian JSCs is not at the same level. More in depth, the 

questionnaire survey showed that concentrated ownership is predominant in all of the 

Albanian JSCs, independently from the company’s origin of creation, size or field of 

activity. Given the high ownership concentration in most of the surveyed firms, efforts of 

minority shareholders to address their concerns seem to be difficult. In this sense, the level 

of protection for minority shareholders remains a concern for many (international) 

investors with regard to their investment in the company. The analysis of the Albanian 

legal framework shows that the CG model designed by the linguistic content of the law 

(letter of law) is a combination of the Anglo-Saxon (external influence) and European 

(interior influence) CG model. However, the lack of a functioning capital market and 

other external market forces push towards the European model, where banks provide the 

main source of funding. In this environment, Albanian banks play a key role in the 

consolidation of good practices of CG in the market. In addition, given the social and 

systemic importance of banks in the Albanian economy, the aforementioned 

shortcomings (i.e. lack of external forces) should appeal for more attention in the 

governance of banks. The survey shows that the Albanian JSCs are doing relatively well 

in recognizing the basic rights of shareholders. This may be due to the fairly elaborate 
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laws and regulations of shareholders’ rights, the well-functioning of shareholders’ meetings, 

and the beneficial effects of the concentrated ownership structure. The prevailing view is 

that the implementation of the shareholders’ rights is almost in line with the recognition 

of those rights. The Albanian CEOs in the surveyed companies seem to be relatively 

“tender” with the roles of broader stakeholders. Most panel members strongly agree that 

one of the goals of a corporation is to enhance the well-being of various stakeholders in 

addition to making profits for shareholders. Nevertheless, we believe that there is room for 

improvement of the current legislation in this field, and there is a need for better 

awareness of broader stakeholders in terms of the role they can play in improving 

governance practices and the availability of complementary mechanisms, such as 

financial participation, which truly make employees stakeholders.  

 Our survey showed that despite legal measures implemented in the Albanian 

regulatory framework and the progress made at the firm level, sample firms perform 

relatively poorly in relation to information disclosure and transparency issues. It is 

important to note, once again, that none of the companies is listed, so they don’t have 

market pressure to increase information transparency. Web sites are not yet fully utilized 

as a way to disclose information in a timely manner and enhance transparency. Following 

this, efforts should be made to eliminate the informal market and strengthen the role of 

the external audit, which would bring real transparency and directly affect the 

publication of information by the JSCs. If we refer to the information collected by panel 

participants in the survey on the supervisory/administrative boards’ role, in general we 

can say that the board role should be improved in order to follow best international 

practices. The low numbers in terms of the board size and independent board members 

are significant in indicating that supervisory boards are not yet able to properly perform 

their functions and responsibilities. The functions of boards and board committees in the 

JSCs under review are generally weak. Among all of the surveyed firms, boards seem to 

be somewhat inactive in selecting, monitoring, and replacing CEOs and reviewing the 

remuneration of key executives and directors. They are particularly poor in evaluating 

and supporting outside directors with necessary information, access to outside 

professional services, personnel assistance, education and training, and stock-based 

incentive compensation so that they can contribute effectively as board members. The 
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true independence of independent directors is rather doubtful, judging from the fact that 

directors are mainly selected by controlling owners or by specific decisions. Furthermore, 

another barrier to the system is the lack of experienced talent to serve as independent 

directors.  

 Overall, the survey results indicate that there is a substantial gap between the 

Albanian CG regulatory framework and actual implementation of those rules. 

Understandably, larger gaps and variations exist in areas where regulations and guidelines 

are less demanding or enforcement is difficult, such as supporting and evaluating outside 

directors and the specific functions of the board or board committees. If we refer to the 

information collected from panel participants in the survey, on possible CG practice 

changes because of the 2008 world crisis, in general we can say that there have not been 

drastic changes. We believe that the “stability” in the economy as a whole was also 

reflected by a “stability” in the CG practices used by Albanian JSCs. More specifically, 

our investigation showed that JSC directors seem to believe that CG practices used by 

their company are better in comparison to the period before the 2008 financial crisis. 

Nevertheless, we consider that this level of improvement has come as a result of 

extensive reform measures to the Albanian Company Law introduced in 2008. Albanian 

JSC executives seem to believe in the rising importance of the boards of directors for company 

success when facing a crisis. Their oversight role has increased. Of the various tasks involved in 

improving CG, the respondents generally share the view that the top priorities are: making 

internal governance mechanisms work better (166 points) and enhancing the standards for 

accounting, auditing, and disclosure (151 points). Other priorities supported by the 

respondents include conducting and publicizing CG ratings and more effective external 

governance mechanisms (such as hostile takeovers). Additionally, and perhaps in relation 

to the financial crisis, business risk management must be continuously supervised and 

adjusted in line with the corporate strategy and its appetite for risk. In relation to better 

performance by independent directors, generally, panel respondents indicate the 

importance of knowledge of the business of the firm, timely and adequate preparation, and 

active participation in board discussions. Other priorities also supported by the 

respondents include better attendance at board meetings and better awareness of their 

fiduciary duties to all shareholders, including minority shareholders.  
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The lack of capital markets for corporate control affects a wide range of results, 

such as: the low number of managers with expertise in CG, inexperienced board 

members, political influence in the governance of companies with majority 

shareholdings, and control by the Albanian government. In the absence of a functioning 

capital market, SME finances activities primarily through internal sources (informal) and 

bank loans. These factors do not create sufficient incentives for the production of quality 

financial reports from owners, while keeping away investors because of high investment 

costs. Finally, it turns out that the problems facing Albanian JSCs, summarized above, 

are the same as those faced by almost all transitional and developing countries. Despite 

the CG model designed by law, the lack of Albanian capital markets entails limited 

financial resources for business expansion and lack of monitoring of management of 

companies by market forces. Bank loans remain the most important source of formal 

financing, representing 95% of the assets of the financial sector. Consequently, in the 

absence of rule of law and reliable financial information, the essential role of banks in the 

Albanian economy and highly concentrated ownership indicate a pattern of “internal 

influence” model of CG in Albania. As a result, we believe that more attention should be 

given to healthy governance of banks and the supervisory role as agents of interest to 

depositors and creditors. Furthermore, our findings indicate that the European CG 

framework does work, even though panel firms may not embrace the model 

wholeheartedly. Firms are likely to be able to determine their own CG frameworks 

depending on their ownership structure and other characteristics. The survey provides 

evidence of a potential governance role for other stakeholders, although they are not 

currently very involved in playing such a role. Their enhanced role is indicated by the 

perceptions of corporate directors in relation to firms’ objectives.  

 

 

C. Managerial Implications 

 

The Albanian transition has been accompanied by negative phenomena such as high 

unemployment and persistent corruption, weak institutions and a partly free market. 

Although common phenomena in transitional countries, these problems remain the 
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leitmotif of the political and social life in Albania. Despite the progress achieved in many 

areas, steps towards EU integration are quite slow. Often, the highly polarized political 

environment hinders the achievement of the main objectives of the country, leading to 

political and decisional cramps and constantly postponing the Albanian status as an EU 

candidate country. In order to overcome this “kink”, reforms in infrastructure, tax 

collection, property law and business administration are still in progress. In line with the 

country’s efforts to create a healthy business climate, attract new investment and develop 

the capital market, CG reforms are becoming even more important. In this sense, 

throughout this dissertation we have shown that the implementation of a sound CG has 

paramount importance in the possible growth of a firm and on a country’s sustainable 

development regardless of the stage of a country’s economy.  

As shown, despite radical reforms, in order to achieve European standards, weak 

rule of law, particularly in the protection of the ownership rights, legal protection of 

minor investors, and weak law enforcement and corruption call for a more active role of 

trade regulators in countries like Albania. Regulators are supposed to have more 

incentives than judges, since according to their legal mandate to operate they are directly 

responsible for protecting the public interest and the financial stability of the country as a 

whole. The foregoing findings indicate that despite the overall optimistic notes and 

evaluation in terms of reforms and activities to improve CG practices, the biggest 

challenge to the Albanian country was, and still is, the implementation of several 

rules and requirements pertaining to CG as described by laws and CG manuals. 

Additionally, we believe that despite the need for complementary institutions that must 

be built around this “unique” Albanian model, many of the institutions now being built, 

such as relevant legal, accounting, and audit systems, are likely to form the basic 

infrastructure for any workable models, and existing cultural norms and corporate cultures 

might be more favorable for a stakeholder model. A policy implication of the survey 

results is that the ongoing CG reform efforts should be continued to encourage firms to 

pay more attention to “content” rather than “form”. A better awareness of the real long-

term benefits of CG best practices will help Albanian JSCs to attract important, powerful 

foreign investors.  
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As the global financial crisis recently demonstrated, good CG relies not only on 

an appropriate legal and regulatory framework, but also the “routine check” (box-

checking) of its implementation. Albanian managers and the government should also 

consider other factors that affect the quality of CG, such as human behavior, 

implementation practices, and specific features of each company. For this purpose, we 

recommend the development of effective tools and methodologies to thoroughly analyze 

and correctly measure CG practices. Our study can serve as a basis for designing 

appropriate methodologies for our country, according to specifications of the banking 

sector and the institutional and legal environment. Further efforts should be made to 

eliminate the informal market and strengthen the role of external audits, which would 

bring real transparency and directly affect the publication of information by JSCs.  

In light of the results, we believe that this study can raise awareness among 

managers and policy makers in order to give greater attention to CSR mechanisms in the 

future. We strongly recommend that companies implement a permanent dialog with 

broader stakeholders in order to further improve their long-term performance. 

Furthermore, companies should develop their own codes of ethics in terms of CSR, as 

well as embracing the principles and guidelines of the CG code, and they should publish 

annual reports that are regularly updated with CSR projects or initiatives. Business 

owners need to be more proactive and consider the opinion of their communities in terms 

of needs. This issue becomes even more important for the Albanian European integration 

process. For this reason, the Albanian government should also be more active in 

supporting companies and promoting the development of CSR policies, which are 

determinants of market opportunities and economic development. They can initiate the 

publication of a national CSR action plan and CSR indicators, and strengthen 

infrastructure services to facilitate CSR practices and reduce costs of doing business. The 

government should also encourage and assist national businesses in achieving CSR 

standards and creating additional opportunities to compete. 

As stated previously, the survey results indicate that there is a gap between the 

Albanian CG regulatory framework and actual implementation of those rules. 

Understandably, larger gaps and variations exist in areas where regulations and guidelines 

are less demanding or enforcement is difficult, such as supporting and evaluating outside 
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directors and the specific functions of the board or board committees. Another policy 

implication of the survey results is that the ongoing CG reform efforts should be 

continued to encourage firms to pay more attention to substance over form. To enhance 

the effectiveness of boards, the provision of adequate support for outside directors seems 

to be the most important factor, as well as the promotion of a boardroom culture that 

encourages constructive criticism and alternative views. More broadly, as indicated by 

the respondents, priorities should be given to making internal corporate governance 

mechanisms work better and enhancing the standards for information disclosure, 

accounting, and auditing. Critically important for these tasks are the roles of regulatory 

agencies, independent directors, and professional societies. According to our experts’ 

opinions, timely and broad disclosure of information is the highest priority, followed by 

independent boards, effective board practices, and performance-related compensation for 

directors and management. The survey also demonstrates that priority areas for policy 

makers should include strengthening shareholders’ rights, improving accounting standards, 

making disclosure more effective, and ensuring stronger enforcement.  

 

 

D. Avenues for Future Research 

 

Based on the discussion presented throughout this study, it can be said that the 

implementation of good CG is certainly an important element in Albania. Despite this, 

the research published to date on CG in Albania, as in other emerging or developing 

economies, is very limited. There are several potentially fruitful research opportunities 

with respect to CG in Albanian firms. In particular, a deeper understanding of the 

historical evolution of CG, laws and regulations, and the context-specific challenges and 

opportunities in the country, will allow researchers to identify further research questions 

and to develop research models that are more sensitive to the Albanian context. 

Additionally, such a deeper understanding may also help researchers find the weaknesses 

of the Albanian CG model and help Albanian firms to identify the real benefits of CG and 

make strategic use of them to grow and thereby to positively affect the country’s 

sustainable development.  
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More research is also needed to better understand the many aspects of the 

relationship between CG and firm performance in Albania, as well as the incentives that 

should be used in order to mitigate agency problems. In this particular context, empirical 

studies should be conducted on how CG internal and external mechanisms, such as 

ownership structure and shareholders rights, investor protections, board of directors’ size 

and composition, government quality and intervention, capital markets, law enforcement, 

property rights, and audit committee roles and function affect firm performance. Even 

Albanian aspirations toward European integration may pressure the improvements of the 

CG standards used by Albanian companies. Additionally, there is a need for more 

comparative work which analyzes CG between Albania and other countries within the 

CEE region. Highlighting the Albanian situation can be the basis for a comparison 

between ex-socialist countries in the region and may help us to understand the peculiar 

transformations that managers are facing in this dynamic and complex environment. A 

better awareness of the real long-term benefits of CG best practices will help Albanian 

JSCs attract important and powerful foreign investors. For this purpose, we recommend 

the development of effective tools and methodologies to correctly analyze CG practice 

measures in the Albanian-specific context. Finally, the Delphi technique has been found 

to be a useful tool in forecasting future trends for Albanian CG practices. Other countries 

in the region are experiencing similar radical changes that have never happened before. 

Following this, the Delphi method should be considered as a potential research 

methodology for other studies in the region. Additionally, the experiment can be repeated 

in different panels, and comparisons of results may prove important in strengthening this 

line of research. 
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ATTACHMENTS & APPENDICES 





ATTACHMENT 2– ALBANIAN COMPANY’S REGULATORY FRAMEWORK 

 

Shareholders Rights 

1. Period of advance notice for shareholders’ assembly 
Not later than 21 days prior to the 

meeting 

2. Threshold for requesting an extraordinary shareholders’ meeting Not less than 5% of voting rights 

3. Threshold for placing items on the shareholders’ meeting agenda 
Not less than %5 of the registered 

capital, or, another amount as stated 
in the company statute   

4. If shareholders can vote by mail Yes 

5. Any other impediments to effective participation in shareholders’ assembly 
Only problems related with the 

shareholders 

6. If it is allowed the cumulative voting form No 

7. Approving appointment or removal of directors 

By the board or as stated in the 
company statute but any time 50%+ 

majority vote of attending 
shareholders 

8. Approval of remuneration of board members  
¾ majority voting rights of attending 

shareholders 

9. Approving appointment of auditors 
Simply 50%+ majority vote of 

attending shareholders  

10. If shareholders can inspect the company’s books corporate affaires Yes, by any shareholder 

11. Approving amendments of founding documents 
¾ majority voting rights of attending 

shareholders 

12. Approval of major corporate transactions such as a merger, and major 
sale/acquisition of assets 

50%+ majority vote of attending 
shareholders 

13. What self-dealing or related-party transactions must be approved by shareholders 
or disclosed? 

Approval transactions exceeding 5% 
of the company total assets, 

Disclosure: those involving conflicts of 
interest for directors, board members 

or principal shareholder 

14. If shareholders approve new share issues 
Yes, ¾ majority voting rights of 

attending shareholders  

15. Petitioning the court for directors dismissal 

Yes, for those owning at list 5% of 
voting shares or a lower amount 

described in the statute and 
company’s creditors to whom the 

company owes an amount not less 
than 5% of the registered capital 

Transparency and Disclosure 

1. Who appoints external auditors 

Shareholders assembly upon 
nomination by the board, with 50%+ 

majority vote of attending 
shareholders  

2. If there is a maximum period for external auditors to serve a company No 

Board of Directors 

1. Board structure 
Unitary (administrative board)or dual 

boards (supervisory board and 
administration) 

2. Minimum/maximum number of directors 3 directors/21 directors 

3. Minimum number of independent directors 

Independent members should be 
most of board members and should 

be different from the company 
administrator 

4. Any restriction on appointing non-residents or foreign to the board No 

5. Separation of executive director and chairman of the board Yes 

6. Maximum election term 3 years, unlimited reelection 

7. Minimum number of board meetings None 

8. Any restriction on the number of boards on which an individual may serve Maximum 2 

9. Continuing training required for directors None 

Source: Albanian Company Law,2008 



APPENDIX I – Literature Review (Resume of Additional Contributions). 

 

Reference 
Country 

Coverage 

 
Methodology 

 
Main Findings  

 
Technique 

 
Indicators 

Acharya et al. 
(2011) 

Cross Country 
Analysis 

Survey and 
Multivariate 

Analysis 

ROA, stock return, macroeconomic 
risk, flexibility to fire employees, size 

of the capital market, accounting 
disclosure standards, GDP, role of 
law, emerging markets, tangibility, 

etc. 

 
 Creditor rights affect the investment policy of the firm 

especially in bankruptcy cases.  
 In countries with stronger creditor rights: (1) firms have 

greater propensity to do diversifying acquisition across 
industries and national borders; (2) acquirers whose assets 
have low recovery value in distress are more likely to 
acquire target firms with high-recovery assets; (3) the effect 
of diversifying acquisitions on the acquirer’s value is more 
negative; (4) firms choose to reduce cash-flow risk; (5) 
corporate leverage is low; (6) is a way to mitigate stock-
holder expropriation or risk shifting tendencies that benefit 
them at the expense of bondholder, thus facilitating the 
raise of external capital; (7) induce managers to stifle non-
opportunistic risk-taking that would be beneficial to all 
claimholders. 

 The optimal level of creditor rights should balance their 
positive effect on the supply of credit against their negative 
effect on corporate risk taking and on operating 
performance as well on the demand for debt. 

 

Agrawal & Fuloria 
(2004) 

 
India 

Consumer 
Survey and 
Company 

Questionnaire 

Knowledge of corporate governance, 
competition within the information 

technology sector, consumer 
demands and knowledge of corporate 

social responsibility 

 
 Integrating corporate governance into business strategy is a 

necessity to meet global internationals standards. 
 Both consumers and corporations within IT sector believe 

that corporate governance is a “must” in gaining a 
competitive credibility. 

 Growing features of modern corporate governance such as 
social/ethical responsibility are valued equally by both 
consumers and companies. 

 A company must be able to remain flexible and should have 
the ability to adapt in an ever-changing market. Employing 
CG should be a good first step to stay ahead of competitors 
and to gain a market niche. 

 



Ammann et al. 
(2011) 

22 developed 
countries 

(excluding US) 
over the period 

2003-2007 

Survey and 
Multivariate 

Analysis 

GMI (Governance Metrics 
International) for constructing CGI1 & 

CGI2, PCA (Principal component 
Analysis) 

 
 They are the first to use GMI (which covers 64 individual 

corporate governance attributes on over 2300 firms from 22 
developed countries over a five year time period from 2003-
2007). 

 They found: RD/SALE is positive and significant; 
PPE/SALES are all significant at the; the positive valuation 
effect of CSR only applies to firms with corporate 
governance structure; For developing countries the 
economic effect in Q is (0.25). 

 Based on LAMBDA firms which spend on CSR have e 
greater firm value; the coefficient on corporate governance, 
firm size, and profitability (EBIT/SALES) are positive and 
significant. 

 The coefficients on CSR indicate a casual link between 
corporate governance and firm value and between CSR 
and firm value. 

 

Andres & Vallelado 
(2008) 

Canada, US, UK, 
Spain, France, 

Italy 
(69 large 

commercial 
banks) 

Survey and 
Multivariate 

Analysis 

The weight of the banking industry in 
each country, bank ownership 

structure, regulatory and institutional 
settings, the frequency of board 

meetings, ROA, etc. 

 
 There is an inverted “U-shaped” relation between bank 

performance and board size (adding new directors is 
positively linked to a bank performance, and indicates better 
managers monitoring and advising, but when the number of 
directors reaches 19, Tobin’s Q starts to diminish) and 
between the proportions of non-executive directors and 
performance (the incorporation of outsiders improves value, 
but that when reaching a high proportion over the total 
board, Q start to diminish). 

 Bank board composition and size are related to directors’ 
ability to monitor and advise management, and that larger 
and not excessively independent board might prove more 
efficient in monitoring and advising functions, and create 
more value. 

 

 
Bassett et al. (2007) 

 

Australia 
(283 firms) 

Survey and 
Multivariate 

Analysis 
Total assets 

 
 External auditor quality has incremental association with 

ESO (employee stock options) disclosure while duality of 
the roles of CEO and chairperson of the board is associated 
with lower levels of mandatory disclosure. 

 



Beetsma et al. 
(2000) 

Netherland 
Germany 

Survey and 
Multivariate 

Analysis 
Salary scheme, stock ownership 

 
 The collusion between the board of directors and 

management is not always bad for the shareholder of the 
firm. 

 The collusion alleviates the costs associated with the failure 
to commit to not firing a bad manager if his personal firing 
cost is relatively high. The possibility of collusion reduces 
the compensation required by the manager. 

 

Bruno & Claessens 
(2010) 

US & 23 
advanced 
economies 

(Western and 
Northern Europe, 

Canada, 
Singapore, Hong 

Kong, New 
Zealand) 

2350 companies 

Survey and 
multivariate 

analysis 

Board-committee index, board- 
entrenchment index, board -

independence index, CEO power 
index, board transparency index, 
LLSV (Anti-director index), ROA, 
market to book ratio, total assets, 

sales, sales growth, property, plants 
and equipments to sales ratio, debt to 

equity ratio, capital expenditures to 
sales ratio, etc. 

 
 Companies adopting good corporate governance practices 

in the form of independent board with many committees 
perform the best in any legal regime; less entrenched 
boards and beter governance transparency positively 
impact performance only in countries with low country 
investor protection. 

 The effects of stringent country legal CG requirements are 
neutral or negative. Companies with strong boards are 
valued less in the presence of strong country legal investor 
protection, consistent with the hypothesis that excessive 
monitoring can harm managerial initiatives and hinder 
efficient company operations; strong country legal investor 
protection does not reduce the valuation discount of 
companies with weak CG practices. 

 There are explicit and implicit costs associated with formal 
CG requirements, thus stronger legal protection does not 
necessary increase performance. 

 

Buck (2003) Russia 
Survey and 

Report 
% of State ownership, FDI and 

Insiders control of firms 

 
 Culture and history influences the degree of state 

ownership. 
 Historical and continuing power of State over enterprises is 

particularly noticed outside the non-strategic manufacturing 
sector. 

 The hostile attitudes of enterprise insiders towards outsiders 
and the exceedingly low levels of inwards FDI, far below 
those levels needs to raise manufacturing standards to 
world level. 

 



Cao et al. (2011) China 
Survey and 
Multivariate 

Analysis 

Managerial compensation, firm 
performance and characteristics, 

ownership structure, cash flow rights, 
control rights, board size, CEO and 

board characteristics 

 
 The cash flow rights of ultimate controlling shareholders 

have a positive effect on the pay-performance relationship, 
while a divergence between control rights and cash flow 
rights has a significantly negative effect on the pay 
performance relationship. 

 In SOE (state owned enterprises) firms, cash flow rights 
have a significant impact on accounting based pay-
performance relationship. 

 In SAMB (state assets management bureaus), CEO pay 
bears no relationship with either accounting or market 
based performance. 

 In private controlled firms, cash flow rights affect the market 
based pay-performance relationship. 

 CEO pay is inefficient in firms where the state is the 
controlling shareholder because it is insensitive to market 
based performance but consistent with the efforts of 
controlling shareholders to maximize their private benefit.  

 

Chari et al. (2008) US 
Data collection 
and analysis 

Bank credit, loans and leases, 
commercial and industrial loans, 
consumer loans, interbank loans, 

commercial paper issued by financial 
institution, Interest rates on loans and 

securities 

 
 They documented that during the crisis: Bank lending to 

non financial corporations and individuals has risen; 
interbank lending is healthy; commercial paper issuance by 
non financial corporations have risen up. 

 They showed three facts about the ways the financial 
system intermediates funds between households and 
corporate businesses: in the aggregate non financial 
corporations can pay their capital expenditures entirely from 
their retained earnings and dividends without borrowing 
from banks or households 20% of non financial corporate 
debt is held by banks. 

 

Chen & Al-Najjar 
(2011) 

China 
Survey and 
Univariate 
Analysis 

 
Board-size, independence, 

supervisory board, concentration, 
state-share, CEO managerial 

ownership, firm size, leverage, age, 
diversification, profitability, firm-value 

 

 
 Board size is positively associated with supervisory board 

size, firm size, firm vale and firm financial performance 
while negatively associated with ownership concentration. 
Chinese board size is primarily driven by firm complexity: 
bigger supervisory boards may be associated with bigger 
firms because they require monitoring.  

 Board independence is mainly driven by regulation. Both 
supervisory board size and state ownership have a robust 
negative impact on board independence. 

 



Chou et al. (2011) US 
Survey and 
Multivariate 

Analysis 

 
Size and firm value, trading volume, 

return on assets, stock returns, 
dividend yields and institutional 

ownership 
 
 
 

 
 Competition plays a substitute (in quality) role in corporate 

governance mechanisms (agency problems strengthen the 
importance of product market competition). 

 Firms with stronger management take control of the product 
market, and leave a much smaller share of the market for 
loser firms, therefore, competition helps reveal the best 
management team and discipline the management with 
weaker performance (liquidation is the driving force that 
induces firm managers to work harder). 

 Product market competition is negatively related to 
corporate governance-strong competition is associated with 
poor corporate governance. 

 Well-governed firms earn no significantly higher abnormal 
returns than poorly governed firms under intense product 
market competition; good firms do perform better than bad 
firms in a less competitive environment. 

 

Claessens & Fan 
(2002) 

Asia 
Survey and 
multivariate 

analysis. 

Debt maturity structure, ownership 
structure, capital equity and total 

asset ratio 

 
 The returns went disproportionally to insiders, accompanied 

with extensive expansion into unrelated business, high 
leverage and risky financial structures crated internal 
markets for scarce resources. The internal market where 
prone to misallocate capital due to the agency problem. 

 Conventional governance mechanisms were weak to 
mitigate the agency problem as insiders typically dominated 
board of directors and hostile takeovers were rare. Even 
external market provided discipline because there were 
conflict of interest and there existed rents through financial 
and politic connections. These identified governance 
problems don’t imply that investors are worse off. 

 Shareholders discount stock according to perceived CG 
issues. This means that stock markets are increasing the 
cost of capital for firms with greater CG problems and 
controlling owners/managers ultimately bear some of the 
agency costs.  

 



Clement (2005) US 

A broad 
overview of 

recent 
corporate 

governance 
research. 

The power of stakeholders, legal 
support, personal relationship 

 
 Corporations are facing pressure to respond to their 

stakeholder. They have a legal basis for responding to a 
wide range of stakeholders. 

 Corporations are being led by executives; no longer guides 
by the principles of their professions. 

 Corporations respond to powerful stakeholders with 
legitimate, urgent claims. 

  Corporations can improve the bottom line by responding to 
stakeholder concerns. 

 

Demiralp et al. 
(2011) 

US 
Survey and 
Multivariate 

Analysis 

Leverage, total assets, market value 
of equity, age, capital 

expenditure/total assets, issue 
fraction, residual variance, prior 90 

days abnormal return, announcement 
period CAR, 3-years holding period 

abnormal returns, 3-years size 
adjusted return, 3-year BM adjusted 
return, 3-year Fama-French intercept 

 
 
 By monitoring managers, institutional investors have the 

ability to prevent value dissipating activities within a firm 
 There is a positive relation between post-issue changes in 

institutional ownership characteristics and long-term stock 
price performance. 

 There is a greater improvement in operating performance 
among firms that have higher average total and active 
institutional ownership and concentration of ownership. 

 

Denis (2001) USA 
Survey and 
Multivariate 

Analysis 

Agency costs of outside equity, NPV 
project, value-maximizing actions, 

value-reducing actions, board 
characteristics related to profitability 

and firm performance 

 
 There are three basic sources of agency problems (cost): 

managers’ desire to remain in power, managerial risk 
aversion and free cash flow.  

 Legal and regulatory lows, internal control, external control, 
product market competition are mechanisms of corporate 
governance. 

 Inside directors are less effective as monitors of 
management than are outside directors (they make better 
acquisition-related decision). 

 



Ertimur et al. (2010) US 
Survey and 
Multivariate 

Analysis 

 
Proposal’s voting outcome, firm 

characteristics, ownership 
composition, type of proposal , 

proponent, shareholder pressure, 
governance characteristics, time 
period, leverage, book-to-market-
ratio, market capitalization, % of 
independent directors, one year 

returns, CEO chair, insider 
ownership, institutional ownership, 
block holder ownership, number of 

the proposals presented and 
proposals presented before 

 

 Shareholder pressure and the type of proposals are the 
main determinants of the implementation decision, while 
traditional governance indicators do not seem to affect the 
decision. 

 Directors implementing MV (Majority –Vote) shareholder 
proposals experience a one-fifth reduction in the likelihood 
of losing their board seat as well as other directorships. 

 
Fahlennbrach & 

Stulz (2011) 
 

U.S. 
(98 firms) 

Survey and 
Multivariate 

Analysis 

Capital strength, CEO compensation, 
total assets, equity ratio, market 

capitalization 

 
 The lack of alignment of bank CEO incentives with 

shareholder interests cannot be blamed for the credit crisis 
or for the performance of banks during that crisis. 

 There is no evidence that banks with a better alignment of 
the CEO’S interests with those of the shareholders had 
higher stock returns during the crisis, for more banks led by 
CEOs whose interests were better aligned with those of 
their shareholders had worse returns and a worse return on 
equity. 

 Though options have been blamed for leading to excessive 
risk-taking, there is no evidence that greater sensitivity of 
CEO pay to stock volatility led to worse stock during the 
credit crisis. 

 They do not find evidence that bank returns were lower if 
CEOs had higher cash bonuses. 

 CEOs focused on the interest of their shareholders in the 
build –up of the crisis took actions that they believed the 
market would welcome. Those poor results of these actions 
were costly to the banks and to themselves. CEOs didn’t 
expect these poor results, if yes they would reduce or 
hedge their holdings of equity in anticipation of poor 
outcomes.  

 CEOs might irrationally focus more on cash bonuses than 
on potential increases in their equity wealth not realizable 
until much later. 

 



Faleye et al. (2006) 
US 

(277 firms) 

Survey and 
Multivariate 

Analysis 

 
Labor voted shares, ROA, labor 

ownership, insider ownership, board 
size, leverage, firm size, historical 

profitability, current profitability, 
managerial equity compensation, 

staff growth, sales growth, operating 
risk, R&D and net capital investment 

 

 The Labor voice derived from equity ownership, has a 
negative impact toward shareholder value maximization, 
firm performance and investment decisions. In labor-
controlled publicly traded firms, labor uses its corporate 
governance voice to maximize the combined value of its 
contractual (salary) and residual (equity) claim.  

Fauver & Fuerst 
(2006) 

Germany 
(786 firms) 

Survey and 
Multivariate 

Analysis 

 
Firm size business segment and 

geographic diversification, ownership 
concentration, bank board 
membership and industry 

concentration 
 

 
 The representation of labor on corporate board confers 

valuable first-hand operational knowledge to corporate 
board decision-making. Labor representation provides a 
powerful means of monitoring and reduces agency costs 
within the firm. The greater the need for coordination within 
the firm, the greater the potential improvement there is in 
governance effectiveness through the judicious use of labor 
representation. These benefits do not appear to hold for 
union representatives. 

 

Firth et al. (2006) China 
Survey and 
Multivariate 

Analysis 
Return on sales and stock return 

 
 Distinct types of controlling shareholder have different 

impacts on the use of incentives. 
 When the State is the largest shareholder, CEO pay does 

not depend on firm performance. When the controlling 
shareholder is a SOEGC or a private block holder, CEO pay 
is positively related to accounting performance (return on 
sales) and stock return, respectively (this derives from the 
cash flow rights of SOECG). 

 

Gal & Yaari (2006) Cross countries 
Survey and 

Game strategy 
Analysis 

Government, labor and outside 
investor 

 
 Employees have a strategic role when implementing 

privatization by outside investors or restructuring because 
of their threats and actions. As a result the process 
becomes protracted and more costly causing a decrease in 
the company’s value, which in turn may render the 
privatization futile. 

 



Gillan (2006) US 

A broad 
overview of 

recent 
corporate 

governance 
research. 

Board structure, CEO compensation 
in relation to ownership structure and 
variation in governance structures as 

a function of firm and industry 
characteristics 

 
 Focusing on broader definitions of what constitutes 

corporate governance and the consideration of multiple 
governance mechanisms and how they interact will be very 
important.  

 The study of empirical regularities and associations 
combined with traditional theoretical modeling and the 
development of structural models is the challenge of 
researcher. 

 

Goergen et al. 
(2008) 

Germany 
Data collection 
and analysis 

%of state ownership,% business 
family controlled, remuneration, role 
of large shareholders product market 

and supervisory board 

 
 Some of the features of the governance system are less 

prevalent and new trends have been developing, due to the 
recent takeover of Mannesmann by Vodafone and changes 
in the legal framework.  

 Changes have been seen in the role of large shareholders, 
creditors, the product market, supervisory board. 

 The relationship between ownership or control 
concentration and profitability vanished or even turned 
negative. 

 When a Bank is simultaneously an equity-and debt holder, 
the pay for performance sensitivity is lower than in widely 
held firms or block holder controlled firms. 

 

 
Heimes & Seemann 

(2011) 
 

Germany 
United States 

Survey and 
Multivariate 

Analysis 

Total compensation, compensation 
structure, sensitivity of compensation 
to firm performance, EBIT net income 

and growth in sales 

 
 Only firm earnings explain executive compensation in both 

Germany and U.S .(German executive’s compensation is 
not related to stock market performance but mainly 
determined by firm earnings while U.S. executives 
compensation is related to the stock market only excluding 
the 2008-2009 years of crisis). 

 Cash bonuses payments of German executives are 
explained by firm earnings and not by stock returns while 
US bonuses are also determined by stock returns. 

 There is no impact of past firm performance on long-term 
compensation of German executives but there is some 
explanatory power of firm earnings for long-term 
compensation of U.S. executives. 

 



Januszewski et al. 
(2002) 

Germany 
(500 firms) 

GMM Method 

Value added, capital stock, labour, 
business cycle proxy, industry-level 
competition, firm-level competition, 
ownership concentration, type of 

owner, control and ownership 
complexity 

 
 Firms experience higher productivity growth when operating 

in markets with intense competition. 
 Productivity growth is higher for firms under control of a 

strong ultimate owner, but not when the ultimate owner is a 
financial institution. 

 Competition and tight control are complements, that is, the 
positive effect of competition is enhanced by the presence 
of a strong ultimate owner. 

 

 
Kim et al. (2007) 

 

14 European 
countries 

(229 firms) 

Survey and 
Multivariate 

Analysis 

Ownership concentration, board size, 
board independence, firm specific 

risk, leverage, market-to-book ratio of 
assets, R&D and firm size 

 
 Minority shareholder rights is a country-level governance 

variable. Shareholder protection rights and firms’ board 
independence are positively related. When a country’s 
minority shareholder rights are strong then minority 
shareholders should have the legal power to affect board 
composition. 

 Countries with strong shareholder protection rights have 
firms with lower ownership concentrations and with more 
independent directors. 

 Ownership structure and board composition represent firm-
level governance variables. Ownership concentration and 
board independence are negatively related. 

 

Konijn et al. (2011) 
US 

(3722 firms) 

Survey and 
Multivariate 

Analysis 

Number of blocks, leverage, capital 
intensity, bid-ask, volume/#shares, 

and ROA 

 
 There is a negative correlation between firm value and 

blockholder dispersion as well as between firm value and 
the presence and total ownership stake of blockholders. 

 There is no clear empirical evidence of an interaction effect 
between blockholders presence and shareholders rights. 

  

Lo et al. (2010) 
China 

(266 firms) 

Survey and 
Multivariate 

Analysis 

% of independent directors on the 
board, % of directors that represent 
the parent firm, % of share held by 

the largest shareholder, total assets, 
the number of the countries where 

the company operates 

 
 Firms are less likely to engage in transfer pricing 

manipulations if they: (1) have a higher percentage of 
independent directors or a lower percentage of “parent” 
directors (directors who are representative of the parent 
companies of the listed firms); (2) have different people 
occupying the chair and CEO positions; (3) have financial 
experts on their audit committees; (4) the degree of 
dominance does not appear to be important in explaining 
the manipulation of transfer prices. 

  



Maury (2006) 

13 Western 
European 
countries 

(Austria, Belgium, 
Finland, France, 

Germany, 
Ireland, Italy, 

Norway, Portugal, 
Spain, Sweden, 
Switzerland, UK) 

1672 firms. 

Survey and 
Multivariate 

Analysis 

 
ROA and ROE 

 
 Active family control is associated with higher profitability 

compare to nonfamily firms, whereas passive family control 
does not affect profitability even in different legal regimes. 

 Active and passive family control is associated with higher 
firm valuations, but the premium is mainly due to economies 
with high shareholder protection. The benefit from family 
control occurs in non majority held firms. 

 The family control lowers the agency problems between 
owners and managers, but gives rice to conflicts between 
the family and minority shareholders when shareholders 
protection is low and control is high. 

 

McCarthy & Puffer 
(2002) 

Russia Survey 
Fundamental principles, value of the 

company, international influences 
and culture influence 

 
 The evolving Russian system is likely to reflect increasingly 

the country’s cultural traditions and values, some of which 
may cause changes that may not seem favorable to foreign 
investors.  

 The Russian corporate governance will evolve into its own 
unique model. 

 

Nelson (2005) 
US 

(1721 firms) 

Survey and 
Multivariate 

Analysis 

Firm’s charter and bylaw provisions, 
existence of a poison pill, cumulative 

voting, confidential voting, golden 
parachutes, applicable state anti- 
takeover lows, board composition 

data and accounting data 

 
 Governance Practices differs across firms and evolve over 

time: a high degree of provision for the boards of directors 
to reject hostile acquisition attempts; many firms tend to 
adopt multiple charter amendments simultaneously, doing 
so they limit the shareholders rights; many firms have a 
poison pill in place. 

 The prevalence of “classified board” over time has 
increased. 

 There is no relationship between CEO age, tenure or 
compensation surrounding governance changes. 

 Levels of institutional ownership, levels of insiders 
ownership, and the number of hostile bids are along with 
prior performance, important variables in determining both 
whether a firm will make changes to its governance 
structure and the type of changes that are made. 

 Shareholders appear to be primarily concerned with 
performance and are more likely to vote to increase the 
power of the boards of directors of better performing firms, 
while the boards of poorly performing firms are much more 
likely to initiate governance changes, such as poison pills, 
that circumvent shareholder approval. 

 



Nicolo et al. (2008) 

10 Asian 
countries, 7 Latin 

American 
countries, 22 
developed 

countries and 2 
emerging 
markets 

Survey and 
multivariate 

analysis 

CGQ index (Composite Governance 
Quality), accounting disclosure, 
transparency, outcomes, GDP 

growth, TFP (Total Factor 
Productivity) growth, AS (Accounting 
standards), ES (Earning Smoothing) 
and SPS (Stock Price Synchronicity) 

 
 Corporate governance quality in most countries has overall 

improved, although in varying degrees and with a few 
notable exceptions. 

  The data exhibit cross country convergence in CG quality 
with countries that score poorly initially catching up with 
countries with high CG score. 

 The impact of improvements in CG quality on traditional 
measures of real economic activity- GDP growth, 
productivity growth, and the ratio of investment to GDP- is 
positive significant and quantitatively relevant, a and the 
growth effect is particularly pronounced for industries that 
are most dependent on external finance. 

 

Ozeturk (2005) 
Cross country 

analysis 

Survey and 
Multivariate 

Analysis 

Monitoring intensity, firm value, 
compensation contract, boards lack 

of independence 

 
 The board’s monitoring intensity and the equilibrium pay-

performance sensitivity of CEO’s are increasing in the 
board’s independence from the CEO. 

 

Rajagopalan & 
Zhang (2008) 

India 
China 

Data collection 
and analysis. 

%of state ownership and % business 
family controlled 

 Four major challenges block the implementation of 
corporate governance reforms in China and India. 

 Power of the dominant shareholder (It may be the state or 
family ownership), lack of incentives, underdeveloped 
external monitoring systems (many companies in china and 
India record losses in their official accounting statements 
but are in fact, quite healthy because of the profits obtained 
unofficially via “black” channels) and shortage of qualified 
independent directors. 

 The extremely high ownership concentration in these 
countries makes hostile takeovers and leveraged buyouts 
unlikely to occur. 



Renneboog & 
Szilagyi (2011) 

US 
( 2961 firms) 

Survey and 
multivariate 

analysis 

Financial, performance and 
ownership characteristics: assets 

($millions), sales ($ millions), debt-to-
equity ratio, book-to-market ratio, 

prior one year raw stock return (%), 
prior one-year abnormal stock return 

(%), institutional ownership (%), 
institutions-pressure sensitive 

(%),institutions-pressure sensitive 
(%), governance characteristics: 

governance index (max-24), 
entrenchment index (max-6), board 

size, independent directors (%), CEO 
ownership (%), stock-based to total 
CEO pay (%), CEO pay excluding 

options grants, abnormal CEO 
compensation, dollar sensitivity of 

CEO options  

 
 In the presence of agency problems it is optimal that 

shareholders seek control over corporate decision making. 
One of these useful devices for external control is 
shareholders proposals which helps mitigate exacerbated 
agency concerns. 

 Claims of agenda-seeking by the proposal sponsors are 
likely to be exaggerated, as they tend to target firms that 
both underperform and have generally poor governance 
structures. 

 The proposals that pass the shareholder vote should have 
at least some control benefits. 

 The market attributes meaningful benefits to pass and first 
time proposals in particular, especially during stock market 
peaks when there is a high market premium for good 
governance. 

 

Royer et al. (2008) 

 
US, Japan, Italy, 

Germany, 
France, Spain, 

Australia 
 

Survey and 
Report 

 
Employees tenure and employee 

voice 

 
 Employees can be characterized as hybrid stakeholders, 

partly residual risk bearers and partly input suppliers of 
strategically highly relevant resources, thus the employees’ 
voice is an important component of business irrespective of 
the type of institutional environment present in any given 
country. 

 

Serretta et al. 
(2009) 

South Africa 
Delphi 

Technique 

Board of directors, performance, 
conformance, commercial needs, 
responsibility to all stakeholders, 

continuity, diversity and 
complementary skills and 

shareholders activism 

 
 Board members are facing six corporate governance 

dilemmas: (1)they must hold a balance between 
performance and conformance; (2) they must possess 
sufficient knowledge of the day-to –day workings of the 
business and to be able to develop a long-term 
objective/independent “helicopter” view of the business; (3) 
they should be able to balance the short-term local demand 
with long –term national and international trends; (4) they 
should be focused on the commercial needs of business 
whilst operating g responsibly to all stakeholders; (5) they 
are tasked with holding a balance diversity, complimentary 
skills and independence and keeping the current set of 
successful directors for continuity; (6) they must hold a 
balance between incurring shareholder activism and failure 
to source further findings as a result of lower profit levels 
and incurring increased wage demands, calls for price 
reductions and complacency as a result of exceptionally 
high profit levels. 

 



Sigler (2011) 
US 

(280 listed firms) 

Survey and 
Multivariate 

Analysis 

Return on equity, ROE, CEO 
compensation and employees 

 
 There is a positive relationship between CEO compensation 

and firm performance measured by return on equity. 
 The size of the firm seems to be the most significant factor 

in determining the level of total CEO compensation( the 
larger the firm the more complex is to operate which means 
top skills), but also the tenure of the chief executive officer 
is another significant variable (CEO acquires more 
knowledge over time and attains more power over the 
compensation committee). 

 

Subramaniam et al. 
(2011) 

US 
Survey and 
Multivariate 

Analysis 

Imputed cash holding, cash/Asset, 
investment expenditure, R&D, bond 

rating, leverage and diversity 

 
 Diversified firms hold significantly less cash then focused 

firms. They attribute the lower cash holding by diversified 
firms to the opportunity they have to complementary growth 
opportunities across the different segments of these firms 
and the availability of active internal capital markets (the 
availability of cash flow from one segment as potential 
capital for another segment). 

 Theories that rely on the potentially effective use of asset 
sales of non-core segments of diversified firms to generate 
cash, and the increased agency/influence costs in 
diversified firms do not offer an economically significant 
explanation for the lower cash holdings among diversified 
firms. 
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 Page 1 of 1 

 

Vlorë, 15/04/2013 
 
 
Dear Sir/Madam, 
 
 
Subject: Presentation Letter – Questionnaire Survey for PhD research. 
 
 
Corporate Governance mechanisms are intended to ensure the equitable treatment of shareholders, 

recognize the rights of stakeholders as established by law, and encourage active cooperation between 

corporations and stakeholders in order to create economic wealth, jobs and the sustainability of 

financially sound enterprises. 

 

Amali Çipi is a faculty member at the University of Vlora. As part of her doctoral program undertaken at 

the University of Tirana, she is expected to develop a thesis entitled ″Corporate Governance Practices 

in Albania: Recent Trends after the 2008 World Crisis”. To conduct her research, Amali Çipi must 

collect the opinions from a group of Albanian professional experts in Corporate Governance and apply 

the Delphi technique. This technique works in rounds and does not require face-to-face meetings. 

Considering your expertize in the field, I would appreciate very much if you could be part of the panel 

study. Your contribution would be valuable to the final outcome... 

 

The research study consists of two stages:  

 

1. Please, complete the questionnaire and send it back to Amalia Çipi (the University’s post 

address is indicated at the bottom of this letter) by 01/05/2013.  

2. After compilation, you will receive the results of the first round and you will have the 

opportunity to readjust your responses. The process ends once a consensus is obtained. 

Once the study is completed, Amali Çipi will be happy to provide you with the results. 

 

To ensure the anonymity of the institutions and individuals involved, all statements provided and their 

statistical treatment will be fully confidential. 

 

In anticipation of a positive reply from you, I send you my Best Regards, 

  

 
 
 
RECTOR 
Prof. Albert QARRI 



APPENDIX 3 

 

 

 

 

 

 

 

 

 

 

 

 

 

PhD Research 

 

DELPHI Questionnaire 

 

 

 

 

 

 

 

 

University of Tirana 

Faculty of Economics 

Department of Management 

 

 

 

 

Corporate Governance Practices in Albania  

Recent Trends after the 2008 World Crisis 

CONTACTS: Amali CIPI; Cel: 0672009906; E-mail: amalia.cipi@gmail.com 

 

1st Round  



- 2 - 

 

 

 

IMPORTANT: Please read all the questions and avoid empty answers. The questionnaire ends 
with the expression: "The end of the questionnaire". 
 
Note: The following questionnaire has academic purposes (PhD Dissertation). To ensure the 
anonymity of the institutions and individuals involved, all statements provided and their 
statistical treatment will be fully confidential. 

GROUP I – CURRENT SITUATION 

 

1.1. Do you know what corporate governance is? [Please, tick your answer with an “X”]. 
 

Fully kcnowledge.................................................................................................  

Enough.................................................................................................................  
Relatively..............................................................................................................  

Little knowledge...................................................................................................  
Not at all.....….......................................................................................................  

 
 (If “Not at all”, please go to question 1.6). 
 
 
1.2. Do you think that the implementation of good corporate governance practices provides 

benefits for your company? [Please, tick your answer with an “X”]. 
Yes ________ Perhaps ________ No ________.  

 
 (If “NO”, please go to question 1.4). 
 
 
1.3. In your opinion, what are the benefits provided by the implementation of corporate 

governance practices? [Please, tick your answers based on a scale from 1 to 5 (1 =strongly agree; 

2=agree; 3=neither agree nor disagree (or no opinion); 4=disagree; 5=strongly disagree)]. 
 

Consistency with laws and regulations................................... 1 2 3 4 5 

Improves the access to capital markets.................................. 1 2 3 4 5 

Increases the ability to swift and take effective decisions.….. 1 2 3 4 5 

Increases the assets company value....................................... 1 2 3 4 5 

Increases the level of oversight and accountability................ 1 2 3 4 5 

It helps to establish a good reputation………………................... 1 2 3 4 5 

Minimizes the risk of personal responsibility.......................... 1 2 3 4 5 

Possibility of new partnerships with outside entities.............  1 2 3 4 5 

Reduces costs of capital, fraud and corruption....................... 1 2 3 4 5 

Reduces the risk of uncertainty for foreign investors.............  1 2 3 4 5 

 
 (Please, go to question 1.5). 

 

DELPHI QUESTIONNAIRE 
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1.4. Please, indicate the reasons why you think corporate governance practices provide no 
benefits for your company. [Please, tick your answers based on a scale from 1 to 5 (1 =strongly 

agree; 2=agree; 3=neither agree nor disagree (or no opinion); 4=disagree; 5=strongly disagree)].  
  

High costs of implementation…………...................................... 1 2 3 4 5 

High level of corruption within the political system............... 1 2 3 4 5 

High level of economic risk………………………............................. 1 2 3 4 5 

High level of management risk.....……………...……..................... 1 2 3 4 5 

Lack of experience…………………………………………………………..….. 1 2 3 4 5 

Low degree of financial development….….............................. 1 2 3 4 5 

Low level of law implementation…………………….….................. 1 2 3 4 5 

Passive shareholders control…………………………………………....... 1 2 3 4 5 

 
 
1.5. Which of the following corporate governance mechanisms affects most the firm 

performance? [Based on a scale from 1 to 3, please select the three most important (1=most 

important; 3=third most important)]. 
 

CEO’s power over the supervisory/administrative board....................................  

CEO's reward……...................................................................................................  

Composition and size of the supervisory/administrative board..........................  

Degree of ownership concentration....................................................................  

Implementation of corporate social responsibility practices..............................  

Number of independent members in the supervisory/administrative board.....  

Quality of the company’s regulations..................................................................  

Stronger shareholders’ rights..............................................................................  

Taking into consideration the rights of the other stakeholders..........................  

Transparency and disclosure of the company’s information...............................  

Other (___________________)...........................................................................  

 
 
1.6. Does your company have a code of conduct? [Please, tick your answer with an “X”]. 

Yes ________ No ________. 
 

(If “NO”, please go to question 1.8). 
 
 
1.7. Has it been revised in the last 5 years? [Please, tick your answer with an “X”]. 

Yes ________ No ________. 
 
 
1.8. What is the typical tenure of the CEO? _______ Years 
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1.9. What relation does the CEO have with the founder or the largest shareholder? [Please, 
tick your answer with an “X”]. 
 

Founder him/herself……………..............................................................................  

Founder’s family member....................................................................................  

Professional manager…………………………………………………......................................  

Other (___________________)...........................................................................  

 
 
1.10. Does your company have regulation for every department and for the relationship 

between them? [Please, tick your answer with an “X”]. 
Yes ________ In some of them ________ No ________.  

 
 
1.11. How do you evaluate the role of the audit? [Please, tick your answer with an “X”]. 

 

Objective……………………………................................................................................  

Subjective.............................................................................................................  

 
 
1.12. If your company is a branch of a foreign company, do you use the same accounting 

standards as the “parent” company? [Please, tick your answer with an “X”]. 
Yes ________ Partially ________ No ________.  

 
 
 

I.A – SHAREHOLDERS’ RIGHTS 
* 

 
1.13. In your opinion, what is the level of recognition of the shareholders’ rights? [Please, tick 

your answer with an “X”].  

Inappropriate.......................................................................................................  

Appropriate..........................................................................................................  

Good......................................................................................................................  

Very Good..............................................................................................................  

 
 
1.14. Please, provide your evaluation on the implementation of the following shareholders’ 

rights in your company. [1=bad; 2=somewhat; 3=moderate; 4=sufficient; 5=good]. 
 

Ownership right over the shares............................................. 1 2 3 4 5 

Participation in the decision-making and control processes... 1 2 3 4 5 

Right to appeal..........................................................……….…… 1 2 3 4 5 

Right to information................................................................ 1 2 3 4 5 

Right to take dividends............................................................  1 2 3 4 5 

Other (___________________).............................................. 1 2 3 4 5 
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1.15. Have your shareholders ever been invited to buy shares of the company? [Please, tick 
your answer with an “X”]. 
Yes ________ Rarely ________ No ________.  

 
 
1.16. How many times a year does your company’s general assembly take place? [Please, tick 

your answer with an “X”]. 
 

Up to 4 times a year.............................................................................................  

From 2-4 times a year..........................................................................................  

Once……….............................................................................................................  

 
 
1.17. Did any extraordinary assembly take place over the last 4 years? [Please, tick your answer 

with an “X”]. 
Yes ________ No ________. 
 
(If “NO”, please go to question 1.19). 

 
 
1.18. What were the reasons for that assembly and who asked for it? [Please, tick your answers 

with an “X”].  
  

a) The reason: 
 

 b) Who asked for the assembly:  

Reelection of the supervisory board..  Major shareholders…………..…………………..  

Dissmissel of the executive director..  Minor shareholders………..…………………….  

Changes in the statutes ……………..…..  Supervisory board…………………………………  

Other (______________________)…  Other (_______________________)……..  

 
 
1.19. How do shareholders receive information about the results of the company? [Please, tick 

your answer with an “X”]. 
  

Announcement by the company’s offices...........................................................  

During the assembly meeting..............................................................................  

Oficial mail...........................................................................................................  

Other forms ( ______________________________)..........................................  
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1.20. Which of the following information may be used freely in your company? [Please, tick 
your answer with an “X”].  

 

Annual report.......................................................................................................  

Financial balance..................................................................................................  

Information on the executive director and key managers..................................  

List of shareholders..............................................................................................  

List of members of the supervisory board...........................................................  

Periodic data on the outcomes of the company..................................................  

 

 

1.21. Was it ever conducted a special audit by request of the shareholders? [Please, tick your 

answer with an “X”]. 
Yes ________ Rarely ________ No ________.  

 
 

1.22. Is there any additional regulation in your company about the distribution of dividends? 
[Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 

 

1.23. How are the shareholders informed about the distribution of dividends and/or the 
reasons for the non-distribution of dividends? [Please, tick your answer with an “X”].  

 

Announcement by the company’s offices...........................................................  

By official correspondance...................................................................................  

During the first assembly of the shareholders.....................................................  

 
 
1.24. Is there any specific definition/regulation in the company’s statutes regarding the 

prevention of abusive transactions? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
 

I.B – OTHER STAKEHOLDERS’ RIGHTS 
** 

 
 
1.25. Is profit provision the true goal of a company? [Please, tick your answer based on a scale 

from 1 to 5 (1=strongly disagree; 5=totally agree)]. 
 

1 2 3 4 5 
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1.26. Besides making profit for shareholders, does a company have the goal of achieving the 
welfare of various stakeholders, such as employees and customers? [Please, tick your 

answer based on a scale from 1 to 5 (1=strongly disagree; 5=totally agree)]. 
 

1 2 3 4 5 

 

 
1.27. At what extent are the rights of other stakeholders recognized in your company? [Please, 

tick your answers based on a scale from 1 to 5 (1=inadequate level; 2=somewhat; 3=intermediate 
level; 4=good; 5=very good)]. 
 

Creditors...................…............................................................ 1 2 3 4 5 

Employees............................................................................... 1 2 3 4 5 

Local comunity........................................................................ 1 2 3 4 5 

Suppliers.................................................................................. 1 2 3 4 5 

 
 
 
 

I.C – TRANSPARENCY AND DISCLOSURE OF THE INFORMATION 
*** 

 
 
1.28. From a strategic standpoint, what is your opinion about the publication of the following 

documents? [Please, tick your answers based on a scale from 1 to 5 (1=not important; 5=decisive 

importance)]. 
 

Annual Report...................................................................................................... 1 2 3 4 5 

CEO’s and other employees’ remuneration......................................................... 1 2 3 4 5 

Company policies regarding its business............................................................. 1 2 3 4 5 

Company statutes................................................................................................ 1 2 3 4 5 

Financial balancesheets....................................................................................... 1 2 3 4 5 

Information about the supervisory board members and executive director...... 1 2 3 4 5 

Information on the audit conducted by the company......................................... 1 2 3 4 5 

Information on the share transactions................................................................ 1 2 3 4 5 

Organizational chart of the company.................................................................. 1 2 3 4 5 

Quarterly reports.................................................................................................. 1 2 3 4 5 

Supervisory Board’s member remuneration ………………......................................  1 2 3 4 5 
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1.29. Does your company have a website? Is it also in English? [Please, tick your answer with an 
“X”]. 

 

Available and very informative both in Albanian and English.............................  

Informative website in Albanian, but limited information in English…….……..….  

Informative website in Albanian, but no English version……….............................  

Website available only in Albanian and not very informative.............................  

No website yet ………………....................................................................................  

 
 (If the information is publicly exposed, please go to question 1.31). 
 
 
1.30. If information about the company is not exposed publicly, what are the reasons for not 

doing so? [Please, tick your answer with an “X”].  
 

Fear of any potential consequence or arbitrariness............................................  

It is a costly process.............................................................................................  

There are no requests..........................................................................................  

There is no legal obligation.................................................…………..………………….  

 
 
1.31. Is there any information given by the company on particular events or particular 

transactions of shares? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
1.32. Do you think that the financial statements should be prepared in accordance with the 

international financial reporting standards? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 

1.33. Do you have knowledge of the principles and international standards of JSC 
governance? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
 

I.D – ROLE AND RESPOSABILITES OF SUPERVISORY/ADMINISTRATIVE BOARDS 
**** 

 
 
1.34. Please, provide information about the composition of the supervisory/administrative 

board [Please, indicate the exact number]. 
 
Total number of members of the supervisory board  ......... 

Number of independent members of the supervisory board (not shareholders)  ......... 

Number of company employees who members of the supervisory board  ......... 
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1.35. How is the selection or the election of supervisory board members done? [Please, tick 
your answer with an “X”]. 

 

They are set/elected by specific decision............................................................  

Under decision of controlling shareholders.........................................................  

Under the provisions of the Statute (at the time of the creation of JSC)…….......  

With the free choice of the shareholders assembly............................................   

 

 

1.36. Regarding occupation/background, what is the composition of the supervisory board? 

[Please, indicate the exact number]. 

 

Economists...........................................................................................................  

Engineers.............................................................................................................  

Financial officer....................................................................................................  

Lawyers…......……………..........................................................................................  

Managers with experience..................................................................................  

Professionals in the field where the company operates......................................  

Other ( _____________ ).………………………...........................................................  

 

 

1.37. What is the typical participation term of independent directors? _______ Years 
 
 
1.38. How often does your board meet? [Please, tick your answer with an “X”]. 
 

Once a year..........................................................................................................  

Quarterly..............................................................................................................  

Every month.........................................................................................................  

 
 
1.39. Usually, how long before are the members of the board notified of the meeting’s date? 

[Please, tick your answer with an “X”]. 
 

A day before the meeting....................................................................................  

Up to one week before the meeting....................................................................   

1-2 weeks prior to the meeting.…........................................................................  

More than two weeks before the meeting..........................................................  
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1.40. How well do the members of the board understand the following issues? [Please, tick 
your answers based on a scale from 1 to 3 choose (1=limited or no understanding; 3=complete 
understanding)]. 
 

Company’s current strategy…………….…........................................................................... 1 2 3 

Company’s financial position........................................................................................... 1 2 3 

Dynamics of the company’s industry……………………………………………................................. 1 2 3 

Risks faced by the company ………………………………........................................................... 1 2 3 

Value created by the company......................................................................................... 1 2 3 

 
 
1.41. How and how often are the administration reports provided? [Please, tick your answer with 

an “X”].  
 a) Written: b) Oral: 

Monthly…………………………………………………………………………..……………………………….   

At least every three months…………………………………………………..………………………..   

At least once a year……………………………………………………………………..…………………..   

At each meeting of the supervisory board………………………………………..……………..   

 
 
1.42. Does your board formally evaluate the performance of the executive director? [Please, 

tick your answer with an “X”]. 
 Often (   ) Sometimes (   ) Rarely (   ) Never (   ) 
 
 
1.43. Does your board review the executive director remuneration? [Please, tick your answer 

with an “X”]. 
 Often (   ) Sometimes (   ) Rarely (   ) Never (   ) 
 
 
1.44. Has the executive director the option to obtain a package of shares of the company as a 

reward? [Please, tick your answer with an “X”]. 
Often (   ) Sometimes (   ) Rarely (   ) Never (   ) 

 
 
1.45. In your opinion, what level of understanding of the business do independent board 

members have? Please, tick your answer based on a scale from 1 to 5 (1=poor understanding; 
5=an excellent understanding)]. 
 

1 2 3 4 5 
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1.46. What are the criteria used for the election of the executive director and key managers 
of the company? [Please, tick your answer/s with an “X”]. 
 

Professional qualifications in general and in the field of corporate activity.…....  

References and recommendations from previous employments.......................  

The degree of concordance between the activity of candidate qualifications….  

The level of education and qualification of candidate.........................................  

 
 
1.47. Is there any case of disputes between members of the supervisory board with the 

director or key managers? [Please, tick your answer with an “X”]. 
Yes ________ In a few cases ________ No ________.  

 
 
1.48. Have there been training sessions for the board? [Please, tick your answer with an “X”]. 

Yes ________ In a few cases ________ No ________.  
 
 
 

I.E – LAW OBLIGATIONS AND IMPLEMENTATION 

***** 

 

 

1.49. How do you evaluate the role that regulatory institutions have in the implementation of 
legislation and application of advanced governance standards in JSC? [Please, tick your 
answer with an “X”]. 
 

Completely inappropriate....................................................................................  

Low.......................................................................................................................  

Good...............................................……................................................................  

Very Good................................................…..….....................................................  

 
 
1.50. Has your company been involved in legal conflicts in the last 2-4 years? [Please, tick your 

answer with an “X”]. 
Yes ________ No ________. 
 
(If “NO”, please go to question 1.52). 
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1.51. How do you judge the court proceedings in which your company was involved? [Please, 
tick your answer with an “X”].  

 

Costly................................................……..............................................................  

Effective.....................................................…….....................................................  

Less than appropriate..........................................................................................  

Too long.....................................................…….....................................................  

With significant impact........................................................................................  

 
 
1.52. How do you evaluate the role of audit in improving the functioning of your company? 

[Please, tick your answer with an “X”]. 
 

With no effect......................................................................................................  

With significant impact........................................................................................  

Effective but costly ...................…….....................................................................  

Very effective.....................................……............................................................  

 
 
1.53. What is your opinion on bankruptcy legislation, its implementation and the impact on 

the protection of creditors' rights? [Please, tick your answer with an “X”]. 
 

It has a considerable role.....................................................................................  

Intermediate.........................................................................................................  

With little value...................................................................................................  

With no value.......................................................................................................  

 
 
 

GROUP II – DIRECT COMPARISON BETWEEN PERIODS 
 
 
2.1. How do you evaluate the current practices of corporate governance in comparison with 

5 years ago? (1=worse; 5=much better).  
 

1 2 3 4 5 
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2.2. Has the crisis brought major changes to the following corporate governance 
mechanisms? [Please, tick your answer based on a scale from 1 to 5 (1=strongly disagree; 

5=totally agree)]. 
 

Accounting standards.......................................................................................... 1 2 3 4 5 

Amounts spent in corporate social responsibilities............................................. 1 2 3 4 5 

Board design........................................................................................................ 1 2 3 4 5 

Board tasks.......................................................................................................... 1 2 3 4 5 

CEO evaluation and compensation...................................................................... 1 2 3 4 5 

Concentration of ownership....................................................…......................... 1 2 3 4 5 

Law and regulation (statutes of the company).................................................... 1 2 3 4 5 

Percentage of shareholders present in the assembly meeting........................... 1 2 3 4 5 

Role of minor shareholders................................................................................. 1 2 3 4 5 

Role of other stakeholders in decision making process....................................... 1 2 3 4 5 

 
 
2.3. How do you evaluate the performance of your board facing with the crisis? [Please, tick 

your answer based on a scale from 1 to 5 (1=needs significant improvement; 5=excellent)].  
 

1 2 3 4 5 

 

 

2.4. In the last 5 years, does the board have made an evaluation of the company activity 
and/or of the performance of the leading managers? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
2.5. Considering the effects of the crisis, what do you think about the responsibilities of the 

board regarding the shareholders? (1=decreased; 2=no change; 3=increased).  
 

1 2 3 

 

 

2.6. As a result of the global crisis, have there been any changes on the board structure and 
functions? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 
 
(If “NO”, please go to question 2.8). 
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2.7. Please, indicate what has changed? [Please, tick your answer/s with an “X”]. 

 

More appropriate mix of skills/backgrounds among board members……........................  

More time spent on company matters………………………………………………………………….…….  

Stronger incentives for directors to create shareholder value.........................................  

The number of independent members has increased......................................................  

The number of the board members has decreased.........................................................  

 
 
2.8. As a result of the global crisis, has the company changed the CEO ? [Please, tick your 

answer with an “X”]. 
Yes ________ No ________. 
  
(If “NO”, please go to question 2.10). 

 
 
2.9. Please, indicate why this change has occurred? [Please, tick your answer/s with an “X”].  

 

Bad risk management…………………………………………………..................................................  

Due to decreases on the share price of the company......................................................  

Low company performance………………………………………………………………….........................  

Other (____________________)…………………………………………..........................................  

 
 

2.10. Have your company implemented the “risk committees”? [Please, tick your answer with an 
“X”]. 
Yes ________ No ________. 

 
 
2.11. Did you receive any legal complain from the shareholders during the past 5 years? 

[Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
2.12. Have a special audit been conducted because of the impacts caused by the recent crisis? 

[Please, tick your answer with an “X”]. 
Yes ________ No ________. 

 
 
2.13. Do you have changed your external auditor during the last five years? [Please, tick your 

answer with an “X”]. 
Yes ________ No ________. 

 
(If “NO”, please go to question 2.15). 

 
 
 



- 15 - 

 

2.14. Why? [Please, tick your answer/s with an “X”].  
 

Because of unsatisfactory quality of work...........................................................  

Because the legal requirements for external audit have changed......................   

Due to conflict of interest....................................................................................  

For cost reasons of the services...........................................................................  

 
 
2.15. Has the crisis influenced your company’s budget for corporate social responsibility? 

[Please, tick your answer with an “X”]. 
 

Has increased the budget ...................................................................................   

Has reduced the budget......................................................................................  

Has no influence…….............................................................................................  

 
 
2.16. Does it have been share trading in your company since 2009? [Please, tick your answer with 

an “X”]. 
 

No........................................................................................................................  

1.000 or less.........................................................................................................   

1.001 – 5.000.…………….........................................................................................  

More than 5.000.…………......................................................................................  

 
 
2.17. Has the ownership structure been changed? [Please, tick your answer with an “X”]. 
 Yes ________ No ________. 
 

(If “NO”, please go to question 3.1). 
 
 
2.18. Has it become more: [Please, tick your answer with an “X”]. 

Concentrated (   ) Dispersed (   ) 
 
 
 

GROUP III – DEVELOPMENT PROSPECTS 
 

3.1.  Where do you rate corporate governance in your list of priorities? [Please, tick your 
answer with an “X”]. 

 

It's the top priority...............................................................................................  

It's one of the top three priorities.......................................................................  

It's among our top ten priorities .........................................................................  

It's important but not a management priority.....................................................  

Other( _____________ )......................................................................................  
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3.2. In your opinion, what are the main goals that corporate governance practices should 
achieve in the future? [Please, select the three most important (1=most important; 3=third 

most important)]. 
 

Attract investment...............................................................................................  

Improved decision-making………………………….......................................................  

Improved market position ..................................................................................  

Improvement of the company's reputation........................................................  

Improving coordination between shareholders and administration.………….......  

Increase the transparency of the activities..........................................................  

Increased annual turnover (company’s economic activity).................................  

Increased efficiency in the operations of the company.......................................  

Increased of the outcome....................................................................................  

Lower cost of capital............................................................................................  

Protection of the shareholders’ rights.................................................................  

Other( _____________ )......................................................................................  

 
 
3.3. In your opinion, what are the barriers faced by your company for governance 

improvement? [Based on a scale from 1 to 3, please select the three most important (1=major 

impact; 3=third major impact)]. 
 

Cost of implementing and communicating corporate governance policies........  

Information on governance issues of the company harms competition.............  

Insufficient legislation..........................................................................................  

Lack of business understanding on the part of external auditors .......................  

Lack of business understanding on the part of the board...................................  

Lack of financial understanding on the part of senior executives and the board  

Lack of information / knowledge.........................................................................  

Lack of qualified specialists..................................................................................  
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3.4. What are the 3 priority steps that you can take in the future to improve governance in 
your company? [Please, select the three most important (1=most important; 3=third most 

important)]. 
 

Application of an internal control system............................................................  

Companies need to rotate their external auditors on a regular basis ................  

Greater power to the audit committee ..............................................................  

Implementation of a remuneration system for the board’s members……………..  

Implementation of international financial reporting standards..........................  

Implementation of the corporate governance codes….......................................  

Providing consultancy on corporate governance issues......................................  

Publication of information on a quarterly basis..................................................  

Stock options should not be the majority of senior executive's compensation..  

The CEO should certify the accuracy of the accounts each year.........................  

The CEO should not accumulate the position of chairman..................................  

There should be a majority of independent directors on the board...................  

There should be full disclosure of off-balance-sheet transactions......................  

Training of the board’s members on good corporate practices..........................  

Other (_____________).......................................................................................  

 
 
3.5. Which of the following measures ensure corporate transparency for shareholders? 

[Please, tick your answer based on a scale from 1 to 5 (1=least impact; 5=most impact)].  
 

Accounting policies be included in annual reports ............................................. 1 2 3 4 5 

Adoption of international accounting standards in financial reporting ……........ 1 2 3 4 5 

CEO Certification of all statements and reporting of accounts to shareholders. 1 2 3 4 5 

Code of business conduct and ethics in place and published ……………............... 1 2 3 4 5 

Operating and financial review included in the annual report…………….............. 1 2 3 4 5 

Other (_____________)....................................................................................... 1 2 3 4 5 

 
 
3.6. Do you need training and consultancy for improving governance? [Please, tick your 

answer with an “X”]. 
Yes ________ No ________. 

 
 
3.7. Is it necessary for the company to plan funds allocation for training and consultancy in 

order to improve corporate governance? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 
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3.8. Which of the following tasks do you think is the most effective for better corporate 
governance practices in Albania? [Please, rank the items using a scale from 1 to 6 (1=most 

important; 6=sixth most important)]. 
 

Conducting and publicizing corporate governance ratings.…..............................  

Enhancing the standards of accounting, audit and disclosure............................  

Prohibiting or tightly controlling some types of related-party transactions.......  

Reducing ownership concentration..…................................................................  

To make internal corporate mechanisms work better........................................  

To select the most effective external mechanisms.............................................  

 
 
3.9. In which of the following tasks do you think the board should spend more time? 

[Please, rank the items using a scale from 1 to 6 (1=most important; 6=sixth most important)]. 
 

Business risk management..................................................................................  

Execution.............................................................................................................  

Performance Management..................................................................................  

Strategy................................................................................................................  

Talent management.............................................................................................  

Core governance and compliance........................................................................  

 
 
3.10. What do you think about the following tasks for the purpose of enhancing the 

effectiveness of the board? [Please, tick your answers based on a scale from 1 to 5 (1=not 
important; 5=decisive importance)]. 
 

Better disclosure of board activity....................................................................... 1 2 3 4 5 

Formal annual evaluation of the board and directors......................................... 1 2 3 4 5 

Formal CEO evaluation by the board................................................................... 1 2 3 4 5 

Giving (independent) directors better compensation.………................................ 1 2 3 4 5 

More appropriate mix of skills/backgrounds among board members……………... 1 2 3 4 5 

Promoting boardroom culture that encourages constructive criticism…….……… 1 2 3 4 5 

Providing education programs and adopting codes of conduct.......................... 1 2 3 4 5 

Selecting more of better qualified, truly independent directors……………………… 1 2 3 4 5 

Separating the CEO from the board chairman position....................................... 1 2 3 4 5 

Timely provision of relevant information to the directors.................................. 1 2 3 4 5 
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3.11. Do you think that the following tasks will contribute to a better performance of outside 
directors? [Please, tick your answers based on a scale from 1 to 5 (1=not important; 5=decisive 

importance)]. 
 

Better attendance at the board meetings........................................................... 1 2 3 4 5 

Better awareness of fiduciary duties to all shareholders.................................... 1 2 3 4 5 

Better knowledge of the business of the firm...................................................... 1 2 3 4 5 

Better preparation for, and more active participation in, board discussion…..... 1 2 3 4 5 

 
 
3.12. Whose role do you think is the most important in improving corporate governance in 

Albania? [Please, rank the items using a scale from 1 to 6 (1=most important; 6=sixth most 

important)]. 
 

Civil activists.........................................................................................................  

External members of the board...........................................................................  

Financial supervisory financial agencies or fair trade commission…...................  

Professional associations such as accounting and audit......................................  

The court..............................................................................................................  

The press (Financial)............................................................................................  

Universities..........................................................................................................  

 
 
3.13. Do you think the time for the Albanian JSC to be listed on the stock exchange has 

come? [Please, tick your answer with an “X”]. 
Yes ________ No ________. 
 
(If “NO”, please go to Group IV). 

 
 
3.14.  What are the obstacles to do so? [Please, identify the three most important items (1=most 

important; 3=third most important)]. 
 

- Lack of information and knowledge..................................................................  

- Lack of “tradition”..............................................................................................  

- Failure on the introduction of the standards in general....................................  
- The low need for capital....................................................................................  

- Insufficient legislation........................................................................................  

- The lack of efficiency of the market regulatory institutions..............................  
- Other ( _____________ )...................................................................................  
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GROUP IV – RESPONDENT CHARACTERIZATION 
 

 

4.1. Year of creation of the company: _____________ 
 
 

4.2. Respondent’s year of birth: 19___ 
 
 
4.3. Respondent’s gender: 
 
 
4.4. Educational qualifications (completed): 

 

Lower than bachelor............................................................................................  

Bachelor...............................................................................................................  

 4-years diploma..................................................................................................  

MSc.......................................................................................................................  

PhD.. ....................................................................................................................  

Other( _____________ )......................................................................................  

 

 

4.5. Scientific Field: 

 

Economics/Management.....................................................................................  

Engineering..........................................................................................................  

Other ( _____________ ) ....................................................................................  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Company Name 

 

_______________________ 
 

Address: ____________________________________ 
Tel/Fax: ______________; Mobil_________________ 
E-mail: _________________; Internet Page_________ 
 

F M 
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4.6. What is the company’s field of activity? [If the company operates in several fields, please identify 
the 2 main areas]. 

  
Main 
area 

Second 
area 

Financial activity 

Bank   

Inscurance   

Credit institution   

Other   

 
Production 

activity 

Constructions & Building Materials   

Electronics / Electrical   

Metal products   

Other   

Services /Business 
service trade 

Business service   

Other services   

Wholesale / Retail   

Infrastructure 

Manufacturing and Distribution Energy   

Road transport   

Water Supply and Sanitation   

Telecommunications and informatics (IT)   

Other   

Other fields    

 
 
4.7. What is the origin of your SHA's creation? [Please, tick your answer with an “X”]. 
 

As a result of the privatization of state enterprises………………………………………………..  

Established as a joint stock company from the beginning…………………….…..……………..   

Special law………………………………………………………………………………..……..……………………  

Other……………………………………………………………………………………..………..………………………  

 
 
4.8. How many people are currently employed in your company? [Please, tick your answer with 

an “X”]. 

 
25 or less…………………………………………………………………………………………………………….  

25-100…………………………………………………………………………………………………………………  

More than 100 (insert the number):_____________________________..............  

 
 
 4.9. Number of shareholders: ___________________. 
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4.10. What is the ownership structure (ownership of shares) of your company? [Please, indicate 
the exact percentage]. 

  
Shares (%) 

Administration ......... 

Employees  ......... 

Individuals  ......... 

Foreign investors or domestic society  ......... 

State ......... 

Other: ________________________ ......... 

 
 

 4.11.  How many shareholders belong to the following groups? [Please, indicate the exact number]. 
 

Owning shares  Number of shareholders 

More than 1/2 ......... 

From 1/4 to 1/2 ......... 

From 2-25% ......... 

2% or less ......... 

 
 
 
 
 
 
 
 

 ________________________________________ 

 (Respondent’s Signature and Company’s Stamp) 

 

 

 

 End of the Questionnaire 
 

Thank you for the Cooperation! 
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IMPORTANT: Please read all the questions and avoid empty answers. The questionnaire ends with the 
expression: "The end of the questionnaire". 
 
Note: The following questionnaire has academic purposes (PhD Dissertation). To ensure the anonymity 
of the institutions and individuals involved, all statements provided and their statistical treatment will 
be fully confidential. 

 

 

GROUP I – CURRENT SITUATION 
 

1.1. Do you know what corporate governance is? [Please, tick your answer with an “X”]. 
 

 Round 1 (%) Round 2 
Fully knowledge................................................................................................... 30.2  

Enough................................................................................................................. 37.7  
Relatively................................................................................................................ 28.3  

Little knowledge................................................................................................... 3.8  
Not at all.....…....................................................................................................... --  

 
 (If “Not at all”, please go to question 1.6). 
 
 
1.2. Do you think that the implementation of good corporate governance practices provides benefits 

for your company? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
Perhaps ____  
No ________  
 

 
 (If “NO”, please go to question 1.4). 
 
 
 
 
 
 
 
 

Round 1 (%) Round 2 

84.9  
15.1  

--  

 

DELPHI QUESTIONNAIRE 
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1.3. In your opinion, what are the benefits provided by the implementation of corporate governance 
practices? [Please, tick your answers based on a scale from 1 to 5 (1 =strongly agree; 2=agree; 3=neither 

agree nor disagree (or no opinion); 4=disagree; 5=strongly disagree)]. 
 

 Round 1 
Round 2 

 Mean Median St Dev. 

Consistency with laws and regulations................................... 1.42 1.00 0.745  

Improves the access to capital markets.................................. 1.96 2.00 0.940  

Increases the ability to swift and take effective decisions.….. 1.72 2.00 0.794  

Increases the assets company value....................................... 2.04 2.00 0.854  

Increases the level of oversight and accountability................ 1.66 2.00 0.758  

It helps to establish a good reputation………………................... 1.75 2.00 0.782  

Minimizes the risk of personal responsibility.......................... 1.98 2.00 1.083  

Possibility of new partnerships with outside entities.............  1.87 2.00 0.856  

Reduces costs of capital, fraud and corruption....................... 1.98 2.00 1.047  

Reduces the risk of uncertainty for foreign investors.............  1.83 2.00 0.849  

 
 (Please, go to question 1.5). 
 
 
1.4. Please, indicate the reasons why you think corporate governance practices provide no benefits 

for your company. [Please, tick your answers based on a scale from 1 to 5 (1 =strongly agree; 2=agree; 
3=neither agree nor disagree (or no opinion); 4=disagree; 5=strongly disagree)].  
  

 Round 1 
Round 2 

 Mean Median St Dev. 

High costs of implementation…………...................................... -- -- --  

High level of corruption within the political system............... -- -- --  

High level of economic risk………………………............................. -- -- --  

High level of management risk.....……………...……..................... -- -- --  

Lack of experience…………………………………………………………..….. -- -- --  

Low degree of financial development….….............................. -- -- --  

Low level of law implementation…………………….….................. -- -- --  

Passive shareholders control…………………………………………....... -- -- --  
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1.5. Which of the following corporate governance mechanisms affects most the firm performance? 
[Based on a scale from 1 to 3, please select only the three most important (1=most important; 3=third most 

important)]. 
 

 
Round 1 
(Points) 

Round 2 

CEO’s power over the supervisory/administrative board.................................... 58  

CEO's reward…….................................................................................................... 24  

Composition and size of the supervisory/administrative board.......................... 39  

Degree of ownership concentration.................................................................... 37  

Implementation of corporate social responsibility practices.............................. 14  

Number of independent members in the supervisory/administrative board..... 14  

Quality of the company’s regulations.................................................................. 46  

Stronger shareholders’ rights.............................................................................. 53  

Taking into consideration the rights of the other stakeholders.......................... 12  

Transparency and disclosure of the company’s information............................... 21  

Other (___________________)........................................................................... --  

 
 
1.6. Does your company have a code of conduct? [Please, tick your answer with an “X”]. 

 
 
Yes ________  
No _________ 
 

 
(If “NO”, please go to question 1.8). 

 
 
1.7. Has it been revised in the last 5 years? [Please, tick your answer with an “X”]. 

 
 
Yes ________  
No ________ 

 
 
1.8. What is the typical tenure of the CEO? _____ Years 
 
 
1.9. What relation does the CEO have with the founder or the largest shareholder? [Please, tick your 

answer with an “X”]. 
 

 Round 1 (%) Round 2 

Founder him/herself…………….............................................................................. 30.2  

Founder’s family member.................................................................................... 13.2  

Professional manager…………………………………………………...................................... 50.9  

Other (___________________)........................................................................... 5.7  

Round 1 (%) Round 2 
79.2  
20.8  

Round 1 (%) Round 2 

76.2  
23.8  
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1.10. Does your company have regulation for every department and for the relationship between 
them? [Please, tick your answer with an “X”]. 
 
 
Yes __________________  
In some of them ________  
No __________________ 

 
 
1.11. How do you evaluate the role of the audit? [Please, tick your answer with an “X”]. 

 

 Round 1 (%) Round 2 

Objective……………………………................................................................................ 98.1  

Subjective............................................................................................................. 1.9  

 
 
1.12. If your company is a branch of a foreign company, do you use the same accounting standards 

as the “parent” company? [Please, tick your answer with an “X”]. 
 
 
Yes __________________  
Partially ______________  
No __________________ 
 

 
 

 
I.A – SHAREHOLDERS’ RIGHTS 

* 
 
1.13. In your opinion, what is the level of recognition of the shareholders’ rights? [Please, tick your 

answer with an “X”].  

 Round 1 (%) Round 2 

Inappropriate....................................................................................................... 1.9  

Appropriate.......................................................................................................... 24.5  

Good...................................................................................................................... 45.3  

Very Good.............................................................................................................. 28.3  

 
 
 
 
 
 
 
 
 

Round 1 (%) Round 2 
50.9  

28.3  

20.8  

Round 1 (%) Round 2 

58.6  
17.3  

24.1  
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1.14. Please, provide your evaluation on the implementation of the following shareholders’ rights in 
your company. [1=bad; 2=somewhat; 3=moderate; 4=sufficient; 5=good]. 

 

 Round 1 
Round 2 

 Mean Median St Dev. 

Ownership right over the shares............................................. 4.34 5.00 0.919  

Participation in the decision-making and control processes... 4.21 4.00 0.948  

Right to appeal..........................................................……….…… 3.83 4.00 1.087  

Right to information................................................................ 4.32 5.00 0.915  

Right to take dividends............................................................  4.36 5.00 0.963  

Other (___________________).............................................. -- -- --  

 
 

1.15. Have your shareholders ever been invited to buy shares of the company? [Please, tick your 

answer with an “X”]. 
 
 
Yes __________  
Rarely ________  
No __________  
  

 
1.16. How many times a year does your company’s general assembly take place? [Please, tick your 

answer with an “X”]. 
 

 Round 1 (%) Round 2 

Up to 4 times a year............................................................................................. 20.8  

From 2-4 times a year.......................................................................................... 49.0  

Once………............................................................................................................. 30.2  

 
 
1.17. Did any extraordinary assembly take place over the last 4 years? [Please, tick your answer with an 

“X”]. 
 
Yes __________  
No ___________ 
 
 
(If “NO”, please go to question 1.19). 

 
 
 
 
 
 
 

Round 1 (%) Round 2 

17.0  

15.1  
67.9  

Round 1 (%) Round 2 

50.9  
49.1  
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1.18. What were the reasons for that assembly and who asked for it? [Please, tick your answers with an 
“X”].  
  

a) The reason: 
 

 
 

b) Who asked for the assembly:  
 

 Round 1 (%) Round2  Round 1 (%) Round 2 

Reelection of the supervisory board.. 26.0  Major shareholders…………..………………….. 43.0  

Dissmissel of the executive director.. 18.0  Minor shareholders………..……………………. --  

Changes in the statutes ……………..….. 43.0  Supervisory board………………………………… 43.0  

Other (______________________)… 13.0  Other (_______________________)…….. 14.0  

 
 
1.19. How do shareholders receive information about the results of the company? [Please, tick your 

answer with an “X”].  
  

 Round 1 (%) Round 2 

Announcement by the company’s offices........................................................... 22.0  

During the assembly meeting.............................................................................. 36.0  

Oficial mail........................................................................................................... 28.0  

Other forms ( ______________________________).......................................... 14.0  

 

 

1.20. Which of the following information may be used freely in your company? [Please, tick your answer 
with an “X”].  

 

 Round 1 (%) Round 2 

Annual report....................................................................................................... 19.5  

Financial balance.................................................................................................. 21.0  

Information on the executive director and key managers.................................. 11.3  

List of shareholders.............................................................................................. 11.8  

List of members of the supervisory board........................................................... 16.9  

Periodic data on the outcomes of the company.................................................. 19.5  

 
 

1.21. Was it ever conducted a special audit by request of the shareholders? [Please, tick your answer 
with an “X”]. 

 

Yes ___________  
Rarely _________  
No ____________ 

 
 

 

 

 

Round 1 (%) Round 2 
22.6  

17.0  
60.4  
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1.22. Is there any additional regulation in your company about the distribution of dividends? [Please, 
tick your answer with an “X”]. 

 

 

Yes ________  
No _________ 

 

 

1.23. How are the shareholders informed about the distribution of dividends and/or the reasons for 
the non-distribution of dividends? [Please, tick your answer with an “X”].  

 Round 1 Round 2 

Announcement by the company’s offices........................................................... 26.4  

By official correspondance................................................................................... 30.2  

During the first assembly of the shareholders..................................................... 43.4  

 
 
1.24. Is there any specific definition/regulation in the company’s statutes regarding the prevention of 

abusive transactions? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 

 
 
 

I.B – OTHER STAKEHOLDERS’ RIGHTS 
** 

 
 
1.25. Is profit provision the true goal of a company? [Please, tick your answer based on a scale from 1 to 5 

(1=strongly disagree; 5=totally agree)]. 
 

Round 1 
Round 2 

Mean Median St Dev. 

3.43 4.00 0.971  

 

 

1.26. Besides making profit for shareholders, does a company have the goal of achieving the welfare 
of various stakeholders, such as employees and customers? [Please, tick your answer based on a 
scale from 1 to 5 (1=strongly disagree; 5=totally agree)]. 
 

Round 1 
Round 2 

Mean Median St Dev. 

4.45 5.00 0.722  

Round 1 (%) Round 2 
35.8  

64.2  

Round 1 (%) Round 2 

66.0  
34.0  
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1.27. At what extent are the rights of other stakeholders recognized in your company? [Please, tick 
your answers based on a scale from 1 to 5 (1=inadequate level; 2=somewhat; 3=intermediate level; 4=good; 
5=very good)]. 
 

 Round 1 
Round 2 

 Mean Median St Dev. 

Creditors...................…............................................................ 4.21 4.00 0.769  

Employees............................................................................... 4.19 4.00 0.962  

Local comunity........................................................................ 3.85 4.00 1.045  

Suppliers.................................................................................. 4.30 4.00 0.774  

 
 
 
 

I.C – TRANSPARENCY AND DISCLOSURE OF THE INFORMATION 
*** 

 
 
1.28. From a strategic standpoint, what is your opinion about the publication of the following 

documents? [Please, tick your answers based on a scale from 1 to 5 (1=not important; 5=decisive 

importance)]. 
 

 Round 1 Round 
2  Mean Median St Dev. 

Annual Report............................................................................................... 4.42 5.00 0.887  

CEO’s and other employees’ remuneration.............................................. 2.74 3.00 1.361  

Company policies regarding its business.................................................... 3.89 4.00 0.954  

Company statutes.......................................................................................... 3.43 3.00 1.217  

Financial balancesheets.................................................................................. 4.38 5.00 0.882  

Information about the supervisory board members and executive director. 3.36 3.00 1.076  

Information on the audit conducted by the company.................................... 3.83 4.00 1.189  

Information on the share transactions............................................................ 3.62 4.00 1.376  

Organizational chart of the company.............................................................. 4.06 4.00 1.099  

Quarterly reports............................................................................................ 3.66 4.00 1.224  

Supervisory Board’s member remuneration ………………..................................... 2.47 2.00 1.265  

 
1.29. Does your company have a website? Is it also in English? [Please, tick your answer with an “X”]. 
 

 Round 1 (%) Round 2 

Available and very informative both in Albanian and English............................. 54.7  

Informative website in Albanian, but limited information in English…….……..…. 13.2  

Informative website in Albanian, but no English version……….............................. 5.6  

Website available only in Albanian and not very informative............................. 5.7  

No website yet ……………….................................................................................... 20.8  

 
 (If the information is publicly exposed, please go to question 1.31). 
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1.30. If information about the company is not exposed publicly, what are the reasons for not doing 
so? [Please, tick your answer with an “X”].  
 

 Round 1 (%) Round 2 

Fear of any potential consequence or arbitrariness............................................ 17.4  

It is a costly process............................................................................................. 13.1  

There are no requests............................................................................................ 39.1  

There is no legal obligation.................................................…………..…………………. 30.4  

 
 
1.31. Is there any information given by the company on particular events or particular transactions of 

shares? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 
 

 
1.32. Do you think that the financial statements should be prepared in accordance with the 

international financial reporting standards? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No ________ 
 
 

 
1.33. Do you have knowledge of the principles and international standards of JSC governance? [Please, 

tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 

 
 
 

I.D – ROLE AND RESPOSABILITES OF SUPERVISORY/ADMINISTRATIVE BOARDS 
**** 

 
 
1.34. Please, provide information about the composition of the supervisory/administrative board 

[Please, indicate the exact number]. 
 

Total number of members of the supervisory board  ......... 

Number of independent members of the supervisory board (not shareholders)  ......... 

Number of company employees who members of the supervisory board  ......... 

Round 1 (%) Round 2 

60.4  
39.6  

Round 1 (%) Round 2 
88.7  

11.3  

Round 1 (%) Round 2 
79.2  

20.8  
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1.35. How is the selection or the election of supervisory board members done? [Please, tick your answer 
with an “X”]. 

 

 
Round 1 

(%) 
Round 2 

They are set/elected by specific decision............................................................ 28.3  

Under decision of controlling shareholders......................................................... 28.3  

Under the provisions of the Statute (at the time of the creation of JSC)……....... 28.3  

With the free choice of the shareholders assembly............................................  15.1  

 

 

1.36. Regarding occupation/background, what is the composition of the supervisory board? [Please, 

indicate the exact number]. 

 

 Number 

Economists...........................................................................................................  

Engineers.............................................................................................................  

Financial officer....................................................................................................  

Lawyers…......……………..........................................................................................  

Managers with experience..................................................................................  

Professionals in the field where the company operates......................................  

Other ( _____________ ).………………………...........................................................  

 

 

1.37. What is the typical participation term of independent directors? _______ Years 
 
 
1.38. How often does your board meet? [Please, tick your answer with an “X”]. 
 

 Round 1 (%) Round 2 

Once a year.......................................................................................................... 18.9  

Quarterly.............................................................................................................. 64.1  

Every month......................................................................................................... 17.0  

 
 
1.39. Usually, how long before are the members of the board notified of the meeting’s date? [Please, 

tick your answer with an “X”]. 
 

 Round 1 (%) Round 2 

A day before the meeting.................................................................................... 1.9  

Up to one week before the meeting....................................................................  41.5  

1-2 weeks prior to the meeting.…........................................................................ 32.1  

More than two weeks before the meeting.......................................................... 24.5  
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1.40. How well do the members of the board understand the following issues? [Please, tick your 
answers based on a scale from 1 to 3 choose (1=limited or no understanding; 3=complete understanding)]. 
 

 Round 1 
Round 2 

 Mean Median St Dev. 

Company’s current strategy…………….….............................................. 2.66 3.00 0.517  

Company’s financial position............................................................... 2.83 3.00 0.427  

Dynamics of the company’s industry…………………………………............. 2.53 3.00 0.575  

Risks faced by the company ………………………………................................ 2.51 3.00 0.639  
Value created by the company.............................................................. 2.60 3.00 0.566  

 
 
1.41. How and how often are the administration reports provided? [Please, tick your answer with an “X”].  
 a) 

Written: 
 b) 

 Oral: 
 

 Round 1 
(%) 

Round 2 
Round 1 

(%) 
Round 2 

Monthly…………………………………………………………………….…………………..... 34.0  34.4  

At least every three months…………………………………………..………..…… 38.3  31.3  

At least once a year…………………………………………………………..………… 4.3  9.3  

At each meeting of the supervisory board…………………….……………..…. 23.4  25  

 
 
1.42. Does your board formally evaluate the performance of the executive director? [Please, tick your 

answer with an “X”]. 
  
  
 Often ______ 
 Sometimes __ 
 Rarely ______ 
 Never ______ 
 
 
1.43. Does your board review the executive director remuneration? [Please, tick your answer with an 

“X”]. 
 
 

 Often _____ 
 Sometimes _ 
 Rarely _____ 
 Never _____ 
 
 

 
 
 
 
 

Round 1 (%) Round 2 

50.9  
20.8  

20.8  
7.5  

Round 1 (%) Round 2 
20.8  

35.8  
28.3  

15.1  
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1.44. Has the executive director the option to obtain a package of shares of the company as a 
reward? [Please, tick your answer with an “X”]. 
 
 

 Often _____ 
 Sometimes _ 
 Rarely _____ 
 Never _____ 

 
 

1.45. In your opinion, what level of understanding of the business do independent board members 
have? Please, tick your answer based on a scale from 1 to 5 (1=poor understanding; 5=an excellent 
understanding)]. 
 

Round 1 
Round 2 

Mean Median St Dev. 

4.04 4.00 0.841  

 
 
1.46. What are the criteria used for the election of the executive director and key managers of the 

company? [Please, tick your answer/s with an “X”]. 
 

 Round 1 (%) Round 2 

Professional qualifications in general and in the field of corporate activity.….... 41.0  

References and recommendations from previous employments....................... 11.0  

The degree of concordance between the activity of candidate qualifications…. 31.0  

The level of education and qualification of candidate......................................... 17.0  

 
 
1.47. Is there any case of disputes between members of the supervisory board with the director or 

key managers? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
In a few cases 
No ________  

 
 
1.48. Have there been training sessions for the board? [Please, tick your answer with an “X”]. 

 
 
Yes ________  
In a few cases  
No ________  
 

 
 

Round 1 (%) Round 2 

3.8  
15.1  

11.3  
69.8  

Round 1 (%) Round 2 
5.7  

37.7  
56.6  

Round 1 (%) Round 2 
22.6  

35.8  
41.6  



- 14 - 

 

I.E – LAW OBLIGATIONS AND IMPLEMENTATION 

***** 

 

 

1.49. How do you evaluate the role that regulatory institutions have in the implementation of 
legislation and application of advanced governance standards in JSC? [Please, tick your answer with 
an “X”]. 
 

 Round 1 (%) Round 2 

Completely inappropriate.................................................................................... 7.5  

Low....................................................................................................................... 15.1  

Good...............................................……................................................................ 62.3  

Very Good................................................…..…..................................................... 15.1  

 
 
1.49. Has your company been involved in legal conflicts in the last 2-4 years? [Please, tick your answer 

with an “X”]. 
 
 
Yes ________  
No _________ 
 

 
 
1.51. How do you judge the court proceedings in which your company was involved? [Please, tick your 

answer with an “X”].  
 

 Round 1 (%) Round 2 

Costly................................................…….............................................................. 30.0  

Effective.....................................................……..................................................... 3.0  

Less than appropriate.......................................................................................... 17.0  

Too long.....................................................……..................................................... 47.0  

With significant impact........................................................................................ 3.0  

 
 
1.52. How do you evaluate the role of audit in improving the functioning of your company? [Please, 

tick your answer with an “X”].  
 

 Round 1 (%) Round 2 

With no effect...................................................................................................... 3.8  

With significant impact........................................................................................ 56.6  

Effective but costly ...................……..................................................................... 20.8  

Very effective.....................................……............................................................ 18.8  

 
 

Round 1 (%) Round 2 
43.4  
56.6  
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1.53. What is your opinion on bankruptcy legislation, its implementation and the impact on the 
protection of creditors' rights? [Please, tick your answer with an “X”]. 

 

 Round 1 (%) Round 2 

It has a considerable role..................................................................................... 28.3  

Intermediate......................................................................................................... 49.1  

With little value................................................................................................... 15.1  

With no value....................................................................................................... 7.5  

 
 

 
GROUP II – DIRECT COMPARISON BETWEEN PERIODS 

 
 
2.1. How do you evaluate the current practices of corporate governance in comparison with 5 years 

ago? (1=worse; 5=much better).  

 

Round 1 
Round 2 

Mean Median St Dev. 

4.26 4.00 0.788  

 

 

2.2. Has the crisis brought major changes to the following corporate governance mechanisms? 
[Please, tick your answer based on a scale from 1 to 5 (1=strongly disagree; 5=totally agree)]. 
 

 Round 1 
Round 2 

 Mean Median St Dev. 

Accounting standards.......................................................................... 1.98 1.00 1.337  

Amounts spent in corporate social responsibilities............................ 3.02 3.00 1.185  

Board design........................................................................................ 2.17 2.00 1.139  

Board tasks.......................................................................................... 2.28 2.00 1.231  

CEO evaluation and compensation...................................................... 2.28 2.00 1.350  

Concentration of ownership.....................................................…........ 1.85 1.00 1.183  

Law and regulation (statutes of the company).................................... 2.15 1.00 1.433  

Percentage of shareholders present in the assembly meeting........... 1.77 1.00 1.187  

Role of minor shareholders................................................................ 1.42 1.00 0.989  

Role of other stakeholders in decision making process...................... 1.91 1.00 1.229  

 
 
2.3. How do you evaluate the performance of your board facing with the crisis? [Please, tick your 

answer based on a scale from 1 to 5 (1=needs significant improvement; 5=excellent)].  
 

Round 1 
Round 2 

Mean Median St Dev. 

3.70 4.00 1.011  
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2.4. In the last 5 years, does the board have made an evaluation of the company activity and/or of 
the performance of the leading managers? [Please, tick your answer with an “X”]. 

 
 
Yes ________  
No _________ 
 

 
2.5. Considering the effects of the crisis, what do you think about the responsibilities of the board 

regarding the shareholders? (1=decreased; 2=no change; 3=increased).  
 

Round 1 Round 2 

Mean Median St Dev.  

2.28 2.00 0.495  

 

 

2.6. As a result of the global crisis, have there been any changes on the board structure and 
functions? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 
(If “NO”, please go to question 2.8). 

 
 
2.7. Please, indicate what has changed? [Please, tick your answer/s with an “X”]. 

 

 Round 1 (%) Round 2 

More appropriate mix of skills/backgrounds among board members……………… 25.0  

More time spent on company matters……………………………………………………….……. 37.5  

Stronger incentives for directors to create shareholder value............................ 12.5  

The number of independent members has increased......................................... 25.0  

 
 
2.8. As a result of the global crisis, has the company changed the CEO ? [Please, tick your answer with an 

“X”]. 
 
 
Yes ________  
No _________ 

 
(If “NO”, please go to question 2.10). 

 
 
 
 

Round 1 (%) Round 2 

83.0  
17.0  

Round 1 (%) Round 2 

30.2  

69.8  

Round 1 (%) Round 2 

15.1  

84.9  



- 17 - 

 

2.9. Please, indicate why this change has occurred? [Please, tick your answer/s with an “X”].  
 

 Round 1 (%) Round 2 

Bad risk management…………………………………………………..................................... 25.0  

Due to decreases on the share price of the company........................................ 62.5  

Low company performance…………………………………………………………………..…...... 12.5  

Other (____________________)…………………………………………............................ --  

 
 

2.10. Have your company implemented the “risk committees”? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 

 
2.11. Did you receive any legal complain from the shareholders during the past 5 years? [Please, tick 

your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 

 
2.12. Have a special audit been conducted because of the impacts caused by the recent crisis? [Please, 

tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 

 
2.13. Do you have changed your external auditor during the last five years? [Please, tick your answer 

with an “X”]. 
 
 
Yes ________  
No _________ 
 
(If “NO”, please go to question 2.15). 

 
 
 
 
 
 
 
 

Round 1 (%) Round 2 

30.2  

69.8  

Round 1 (%) Round 2 
3.8  

96.2  

Round 1 (%) Round 2 
32.1  

67.9  

Round 1 (%) Round 2 

39.6  
60.4  
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2.14. Why? [Please, tick your answer/s with an “X”].  
 

 Round 1 (%) Round 2 

Because of unsatisfactory quality of work........................................................... 33.3  

Because the legal requirements for external audit have changed......................  33.3  

Due to conflict of interest.................................................................................... 9.5  

For cost reasons of the services........................................................................... 23.9  

 
 
2.15. Has the crisis influenced your company’s budget for corporate social responsibility? [Please, tick 

your answer with an “X”]. 
 

 Round 1 (%) Round 2 

Has increased the budget ...................................................................................  9.4  

Has reduced the budget...................................................................................... 56.6  

Has no influence……............................................................................................. 34.0  

 
 
2.16. Does it have been share trading in your company since 2009? [Please, tick your answer with an “X”]. 

 

 Round 1 Round 2 

No........................................................................................................................ 84.9  

1.000 or less.........................................................................................................  9.4  

1.001 – 5.000.……………......................................................................................... 5.7  

More than 5.000.…………...................................................................................... --  

 
 
2.17. Has the ownership structure been changed? [Please, tick your answer with an “X”]. 

 
 
Yes ________  
No _________ 
 
(If “NO”, please go to question 3.1). 

 
 
2.18. Has it become more: [Please, tick your answer with an “X”]. 

 
 
Concentrated___  
Dispersed______ 

 
 
 
 
 

Round 1 (%) Round 2 

15.1  
84.9  

Round 1 (%) Round 2 
62.5  

37.5  
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GROUP III – DEVELOPMENT PROSPECTS 
 

3.1.  Where do you rate corporate governance in your list of priorities? [Please, tick your answer with 

an “X”]. 

 

 Round 1 (%) Round 2 

It's the top priority............................................................................................... 18.9  

It's one of the top three priorities....................................................................... 51  

It's among our top ten priorities ......................................................................... 22.6  

It's important but not a management priority..................................................... 7.5  

Other( _____________ )...................................................................................... --  

 
 

3.2. In your opinion, what are the main goals that corporate governance practices should achieve 
in the future? [Please, select the three most important (1=most important; 3=third most important)]. 

 

 
Round 1 
(Points) 

Round 2 

Attract investment............................................................................................... 32  

Improved decision-making…………………………....................................................... 19  

Improved market position .................................................................................. 87  

Improvement of the company's reputation........................................................ 13  

Improving coordination between shareholders and administration.…………....... 4  

Increase the transparency of the activities.......................................................... 6  

Increased annual turnover (company’s economic activity)................................. 63  

Increased efficiency in the operations of the company....................................... 21  

Increased of the outcome.................................................................................... 58  

Lower cost of capital............................................................................................ 13  

Protection of the shareholders’ rights................................................................. 6  

Other( _____________ )...................................................................................... 0  
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3.3. In your opinion, what are the barriers faced by your company for governance improvement? 
[Based on a scale from 1 to 3, please select the three most important (1=major impact; 3=third major 

impact)]. 
 

 
Round 1 
(Points) 

Round 2 

Cost of implementing and communicating corporate governance policies........ 55  

Information on governance issues of the company harms competition............. 21  

Insufficient legislation.......................................................................................... 58  

Lack of business understanding on the part of external auditors....................... 35  

Lack of business understanding on the part of the board................................... 19  

Lack of financial understanding on the part of senior executives and the board 11  

Lack of information / knowledge......................................................................... 69  

Lack of qualified specialists.................................................................................. 61  

 
 

3.4. What are the 3 priority steps that you can take in the future to improve governance in your 
company? [Please, select the three most important (1=most important; 3=third most important)]. 

 

 
Round 1 
(Points) 

Round 2 

Application of an internal control system............................................................ 62  

Companies need to rotate their external auditors on a regular basis................. 11  

Greater power to the audit committee............................................................... 9  

Implementation of a remuneration system for the board’s members…………….. 12  

Implementation of international financial reporting standards.......................... 25  

Implementation of the corporate governance codes…....................................... 30  

Providing consultancy on corporate governance issues...................................... 61  

Publication of information on a quarterly basis.................................................. 26  

Stock options should not be the majority of senior executive's compensation.. 2  

The CEO should certify the accuracy of the accounts each year......................... 2  

The CEO should not accumulate the position of chairman.................................. 1  

There should be a majority of independent directors on the board................... 0  

There should be full disclosure of off-balance-sheet transactions...................... 19  

Training of the board’s members on good corporate practices.......................... 60  

Other (_____________)....................................................................................... 0  
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3.5. Which of the following measures ensure corporate transparency for shareholders? [Please, tick 
your answer based on a scale from 1 to 5 (1=least impact; 5=most impact)].  
 

 Round 1 Round 
2  Mean Median St Dev. 

Accounting policies be included in annual reports ............................................. 4.06 4.00 1.027  

Adoption of international accounting standards in financial reporting ……........ 4.26 5.00 0.944  

CEO Certification of all statements and reporting of accounts to shareholders. 4.00 4.00 1.074  

Code of business conduct and ethics in place and published ……………............... 3.38 4.00 1.197  

Operating and financial review included in the annual report…………….............. 4.21 4.00 0.863  

Other (_____________)....................................................................................... 5.00 5.00 --  

 
 
3.6. Do you need training and consultancy for improving governance? [Please, tick your answer with 

an “X”]. 
 
Yes ________  
No _________ 
 
 

3.7. Is it necessary for the company to plan funds allocation for training and consultancy in order 
to improve corporate governance? [Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 
 

3.8. Which of the following tasks do you think is the most effective for better corporate 
governance practices in Albania? [Please, rank the items using a scale from 1 to 6 (1=most important; 
6=sixth most important)]. 
 

 
Round 1 
(Points) 

Round 2 

Conducting and publicizing corporate governance ratings.….............................. 202  

Enhancing the standards of accounting, audit and disclosure............................ 215  

Prohibiting or tightly controlling some types of related-party transactions....... 175  

Reducing ownership concentration..…................................................................ 132  

To make internal corporate mechanisms work better........................................ 230  

To select the most effective external mechanisms............................................. 159  

 
 
 
 
 
 

Round 1 (%) Round 2 

80.8  
19.2  

Round 1 (%) Round 2 

83.0  
17.0  
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3.9. In which of the following tasks do you think the board should spend more time? [Please, rank 
the items using a scale from 1 to 6 (1=most important; 6=sixth most important)]. 
 

 Round 1 
(Points) 

Round 2 

Business risk management.................................................................................. 267  

Execution............................................................................................................. 166  

Performance Management.................................................................................. 199  

Strategy................................................................................................................ 242  

Talent management............................................................................................. 106  

Core governance and compliance........................................................................ 133  

 
 
3.10. What do you think about the following tasks for the purpose of enhancing the effectiveness of 

the board? [Please, tick your answers based on a scale from 1 to 5 (1=not important; 5=decisive 
importance)]. 
 

 Round 1 Round 
2  Mean Median St Dev. 

Better disclosure of board activity................................................................ 3.36 4.00 1.226  

Formal annual evaluation of the board and directors................................. 3.38 4.00 1.213  

Formal CEO evaluation by the board............................................................ 3.43 4.00 1.152  

Giving (independent) directors better compensation.………......................... 2.94 3.00 1.231  

More appropriate mix of skills/backgrounds among board members………. 3.89 4.00 1.013  

Promoting boardroom culture that encourages constructive criticism…… 3.64 4.00 1.128  

Providing education programs and adopting codes of conduct................... 3.64 4.00 1.076  

Selecting more of better qualified, truly independent directors………………. 4.21 5.00 1.007  

Separating the CEO from the board chairman position............................... 3.89 4.00 1.340  

Timely provision of relevant information to the directors........................... 4.28 5.00 0.988  

 
 
3.11. Do you think that the following tasks will contribute to a better performance of outside 

directors? [Please, tick your answers based on a scale from 1 to 5 (1=not important; 5=decisive 
importance)]. 
 

 Round 1 
Round 2 

 Mean Median St Dev. 

Better attendance at the board meetings....................................................... 4.04 4.00 0.999  

Better awareness of fiduciary duties to all shareholders................................ 4.24 4.00 0.862  

Better knowledge of the business of the firm................................................... 4.61 5.00 0.635  

Better preparation for, and more active participation in, board discussion…... 4.39 5.00 0.850  
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3.12. Whose role do you think is the most important in improving corporate governance in Albania? 
[Please, rank the items using a scale from 1 to 6 (1=most important; 7=seventh most important)]. 
 

 
Round 1 
(Points) 

Round 2 

Civil activists......................................................................................................... 86  

External members of the board........................................................................... 262  

Financial supervisory financial agencies or fair trade commission…................... 310  

Professional associations such as accounting and audit...................................... 275  

The court.............................................................................................................. 178  

The press (Financial)............................................................................................ 181  

Universities.......................................................................................................... 192  

 
 
3.13. Do you think the time for the Albanian JSC to be listed on the stock exchange has come? 

[Please, tick your answer with an “X”]. 
 
 
Yes ________  
No _________ 
 
(If “NO”, please go to Group IV). 

 
 
3.14.  What are the obstacles to do so? [Please, identify the three most important items (1=most 

important; 3=third most important)]. 
 

 Round 1 
(Points) 

Round 2 

- Lack of information and knowledge.................................................................. 41  

- Lack of “tradition”.............................................................................................. 38  

- Failure on the introduction of the standards in general.................................... 37  
- The low need for capital.................................................................................... 19  

- Insufficient legislation........................................................................................ 23  
- The lack of efficiency of the market regulatory institutions.............................. 37  
- Other ( _____________ )................................................................................... 2  

 
 
 
 
 
 
 
 
 
 
 
 

Round 1 (%) Round 2 
56.6  

43.4  
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GROUP IV – RESPONDENT CHARACTERIZATION 
 

 

4.1. Year of creation of the company: _____________ 
 
 

4.2. Respondent’s year of birth: 19___ 
 
 
4.3. Respondent’s gender: 
 
 
4.4. Educational qualifications (completed): 

 

Lower than bachelor............................................................................................  

Bachelor...............................................................................................................  

 4-years diploma..................................................................................................  

MSc........................................................................................................................  

PhD.. ....................................................................................................................  

Other( _____________ )......................................................................................  

 

 

4.5. Scientific Field: 

 

Economics/Management.......................................................................................  

Engineering..........................................................................................................  

Other ( _____________ ) ....................................................................................  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Company Name 

 

_______________________ 
 

Address: ____________________________________ 
Tel/Fax: ______________; Mobil_________________ 
E-mail: _________________; Internet Page_________ 
 

F M 
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4.6. What is the company’s field of activity? [If the company operates in several fields, please identify the 2 
main areas]. 

  
Main 
area 

Second 
area 

Financial activity 

Bank   

Inscurance   

Credit institution   

Other   

 
Production 

activity 

Constructions & Building Materials   

Electronics / Electrical   

Metal products   

Other   

Services /Business 
service trade 

Business service   

Other services   

Wholesale / Retail   

Infrastructure 

Manufacturing and Distribution Energy   

Road transport   

Water Supply and Sanitation   

Telecommunications and informatics (IT)   

Other   

Other fields    

 
 
4.7. What is the origin of your SHA's creation? [Please, tick your answer with an “X”]. 
 

As a result of the privatization of state enterprises…………………………..……………………..  

Established as a joint stock company from the beginning…………………….…..……………..   

Special law………………………………………………………………………………..……...……………………  

Other……………………………………………………………………………………..………...………………………  

 
 
4.8. How many people are currently employed in your company? [Please, tick your answer with an “X”]. 

 
25 or less…………………………………………………………………………………………………………….  

25-100…………………………………………………………………………………………………………………  

More than 100 (insert the number):_____________________________..............  

 
 
 4.9. Number of shareholders: ___________________. 
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4.10. What is the ownership structure (ownership of shares) of your company? [Please, indicate the exact 
percentage]. 

  
Shares (%) 

Administration ......... 

Employees  ......... 

Individuals  ......... 

Foreign investors or domestic society  ......... 

State ......... 

Other: ________________________ ......... 

 
 

 4.11.  How many shareholders belong to the following groups? [Please, indicate the exact number]. 
 

Owning shares  Number of shareholders 

More than 1/2 ......... 

From 1/4 to 1/2 ......... 

From 2-25% ......... 

2% or less ......... 

 
 
 
 
 
 
 
 

 ________________________________________ 

 (Respondent’s Signature and Company’s Stamp) 

 

 

 

 End of the Questionnaire 
 

Thank you for the Cooperation! 
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