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Overall well-being
in Albania in 2025
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ALL AREAS OVERALL
% of EU average

Economic

Infrastructure Social

72.8 66.0
Digitalisation Health

S 71.4
Environment 71.9 Education

Governance

Albania, all pillars overall,
change to last year

Health 3.6
Governance 1.6
Digitalisation 0.8
Economic 0.6
Infrastructure 0.1
Environment 0.0
Education 0.4
Social -0.9
Indicator years

to EU
Economic 41
Social Divergence
Health 15
Education 81
Governance 37
Environment 100+
Digitalisation 9
Infrastructure 95
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The strongest pillar in Albania in
2025 was Digitalisation, at 73% of
the EU average.

Governance, Education and the
Social pillar followed, at around 72%
of the EU level.

Health and environment were at
66% and 60% of the EU average.

Infrastructure and the Economic pil-
lar were behind, standing at around
35-40% of the EU level.

5 of the 8 areas saw an improve-
ment in 2025, while 2 saw a slide.

The area with the strongest improve-
ment was Health, which improved by
3.6 pp relative to the EU average.

Governance followed, improving by
1.6 pp.

Digitalisation, the Economic pillar
and Infrastructure improved more
modestly, by less than 1 pp.

Environment stagnated, while Educa-
tion worsened marginally.

The Social pillar saw the biggest
slide, worsening by 0.9 pp relative to
the EU average.

On the grounds of the current levels and

the trends over the past 5 years, Digital-
isation is the area closest to reaching the
EU level, at around 9 years away.

Health follows closely, being at around
15 years away from the EU average.

The Economic and Governance pillars
stand at around 4 decades from the EU
level.

Education and Infrastructure are around
80 and 95 years from the EU level,
respectively.

The Environment pillar is more than a
century away.

The Social pillar has not been approach-
ing the EU level over the past 5 years.




ECONOMIC PILLAR

Albania, economic pillar indicators, nominal values

GDP per capita at EU27 purchasing power stan-
dard (PPS) in Albania stood at EUR 17,940 in
2025.

The Average gross wage was EUR 1,185 PPS.

The Minimum gross wage was EUR 562 PPS.

The Average net pension was EUR 260 PPS.

The Output per worker was EUR 35,960 PPS.

Gross investment (GFCF) per capita was
EUR 4,348 PPS.

Relative to the EU average, the best-
performing economic indicator in
Albania in 2025 was GFCF per capita,
standing at 49% of the EU level.

GDP per capita, Minimum wage and
Output per worker were close behind, at
around 43% of the EU average.

The average gross wage was slightly
lower, at 38% of the EU level.

Indicator Value *
GDP per capita at PPS 17,940
Average gross wage at PPS 1,185 *
Minimum wage at PPS 562 *
Average net pensions at PPS 260 *
Output per worker at PPS 35,960 *
GFCF per capita at PPS 4,348 *
Albania, economic pillar, % of EU average
GDP per capita at PPS
GFCF per *
capita at PPS 43.2 Average gross
48.7 37.5 wage at PPS
*
42.6
Output per 42.2 18.3 Minimum *
worker at PPS wage at PPS
*

Average net pensions at PPS

Pensions remain the weakest link,
standing at just 19% of the EU average.

Albania, economic pillar, change to last year

*|

5 of the 6 indicators in the Economic
pillar saw an improvement in 2025.

The biggest improvement was in Average
gross wage, which edged closer to the EU
level by 1.6 pp.

GDP per capita, Average pensions, Output
per worker and GFCF per capita closed
approximately 1 pp of the gap to the EU
average.

Minimum wage was the only indicator that
did not see an improvement relative to the
EU, falling back by 1.2 pp.

At the pace of improvement from the
past 5 years, GDP per capita, Output per
worker and GFCF per capita would need
around 30 years to close the gap to the
EU average.

Average wage would need around 4 de-
cades, and the Minimum wage around 5.

Average gross wage at PPS 1.6
GDP per capita at PPS 1.3 *
Average net pensions at PPS 1.3
Output per worker at PPS 1.1 *
GFCF per capita at PPS 0.9
Minimum wage at PPS -1.2 *
Indicator/ years to EU
) *
Indicator years to EU
GDP per capita at PPS 31
Average gross wage at PPS 39
Minimum wage at PPS 47 *
Average net pensions at PPS 100+ "
Output per worker at PPS 28
GFCF per capita at PPS 28

Average pensions remain the poorest-per-
forming indicator in this group, with more
than 100 years to reach the EU level at
current trends.




What explains the trends in
the economic pillar?

Albania’'s economic pillar reached 38.8% of the EU
average in 2025, a gain of 0.6 pp over the prior year
and the highest level on record. Convergence slowed
after an unusually strong 2024, when the pillar
gained 2.7 pp. Real GDP growth slowed from 4.03%
to 3.66% on the semi-final estimate of Albania’s In-
stitute of Statistics (INSTAT), and the composition
explains the rest. Growth was carried by services,
construction and public spending, while industry
contracted by 3.7% and agriculture by 2.5% in real
terms. The sectors driving productivity convergence
over the long run were the ones that shrank.

Growth composition: Real GDP grew by 3.66%
in 2025, down from 4.03% in 2024, with inflation
contained at 2.2%. Services grew by 5.8% and
construction by 4.1%, while industry declined
by 3.7% and agriculture by 2.5% in real terms.
The largest single contribution to growth, 1.65
pp of the 3.66%, came from public administra-
tion, education and health. For the first time on
record, the current account moved into surplus
in the first three quarters of 2025, as services
exports offset a continued decline in goods ex-
ports, which fell by 7.8% in real terms over the
year.

Wages grew faster than output, from a low-
er base: The average gross wage was the fast-
est-converging indicator of the year, gaining
1.6 pp to reach 37.5% of the EU level. This was
helped by three factors: (i) the public-sector
pay reform, whose full cost reached the budget
for the first time in 2025 and raised public-sec-
tor wage spending by around 14% over the
year; (ii) a tight labour market in services; and
(iii) continued formalisation of salaries. Output
per worker gained 1.1 pp. Wages nonetheless
remain further from the EU average than out-
put per worker, at 37.5% against around 43%,
so part of the faster convergence reflects the
lower level from which wages started, and
there is still distance to close. Compensation of
employees rose to 29.0% of GDP from 27.5% a
year earlier. By running ahead of productivity,
wage growth is supporting household incomes
and revenue collection, but it has begun to
weigh on the price competitiveness of manu-
facturing, where an appreciating lek has com-
pounded the pressure.

Investment as the strongest position: In-
vestment per capita is now the pillar’s leading
indicator, at 48.6% of the EU average, and, to-
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gether with output per worker, it carries the
shortest convergence horizon in the pillar, at
28 years. Gross fixed capital formation (GFCF)
stood at 24.2% of GDP in 2025 and grew by
3.3% in real terms, a high share by regional
standards. Its composition qualifies what that
strength means. Construction accounts for
12.6% of GDP and grew by 4.1%, real estate
activities grew by 8.3%, and the government'’s
own framework holds public investment above
5% of GDP. Thus, the larger part of the total
is private and concentrated in construction-,
property- and tourism-related capacity rath-
er than in industrial equipment. On the public
share, the constraint is execution rather than
ambition: capital spending remained signifi-
cantly under-executed in 2025, so the recorded
figure understates what the budget had pro-
vided for.

The minimum wage pause: The minimum wage
was the only indicator to lose ground, slipping
1.2 pp. Its level in purchasing power terms still
rose, from EUR 545 to EUR 562 PPS, but more
slowly than the EU average, which continued to
advance under the Adequate Minimum Wages
Directive. The 2025 reading is a pause in a se-
ries that gained 3.7 pp the year before rather
than a reversal.

Pensions as the structural gap: At 18.9% of
the EU average, pensions remain the pillar’'s
binding weakness and the only indicator in this
pillar on a horizon of over 100 years. Low con-
tribution density, widespread under-reporting
of wages and a resident population that fell by
14% between 2011 and 2023 are all narrow-
ing the contributor base. The strong growth
in personal income tax and social contribution
receipts recorded in 2025 is the first sign that
formalisation can begin to widen it.

Where the government expects to be by
2029: The government’s Macroeconomic and
Fiscal Framework 2027-2029, approved in Jan-
uary 2026, projects growth of 4.0% in 2026 and
average growth of 3.9% through 2029, which
would raise GDP per capita in purchasing pow-
er terms by about 18% over the period while
holding public investment above 5% of GDP
throughout. By the government’s own figures,
the money for investment is there; the difficul-
ty lies in spending it.

9
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EU accession scenarios

To better understand how different EU integration
pathways might influence Albania's economic con-
vergence, we estimate and simulate four different
scenarios.

The Ffirst, Full EU membership, assumes imme-
diate accession with all accompanying rights
and obligations.

The second, access to the EU budget, envisions
Albania receiving budget transfers (e.g. struc-
tural and cohesion funds) as though it were a
member state, but without formal accession.

The third, access to the EU single market,
models full inclusion in the four freedoms of
movement without the broader benefits or fi-
nancial transfers that come with membership.

The fourth, institutional reforms, captures a
scenario in which Albania implements deep, EU-
aligned domestic reforms, particularly in rule of
law and governance, without either member-
ship or additional external resources.

A more detailed description of each scenario is pro-
vided in the methodological section.

In the economic pillar, the scenarios are simulated
for GDP per capita at purchasing power standards
(PPS), as the single indicator representing overall
economic convergence. The four scenarios are then
compared to the baseline/status quo scenario, rep-
resenting no change with respect to the trends from
the past 5 years.

The scenarios are presented here through the years
needed to reach the EU average. The results point
to meaningful, though varied, effects across the
four scenarios.

EU accession scenarios For GDP per capita

Scenario Years needed to
reach the
EU average
Status quo 31 yearsto EU

Full EU accession 21 yearsto EU

Access to EU budget 25 years to EU

EU single market 25 years to EU

Institutional reforms 31 years to EU

Under the status quo scenario, Albanian incomes
reach the EU average in about 31 years. This carries
forward the pace of the past 5 years, which has been
1.8 pp of the EU average per year, with no change in
Albania’s relationship with the EU.

Full EU accession produces the strongest re-
sult, at 21 years. All Four transmission channels
- budget transfers, exports to the EU, improved
control of corruption and net migration — oper-
ate together and jointly hasten the pace of con-
vergence, from 1.8 to 2.7 pp a year.

Access to the EU budget alone, without for-
mal membership, brings the figure to 25 years,
a saving of around 6 years. Transfers worth an
estimated 2.5% of GDP finance the capital for-
mation that Albania currently under-executes,
which is why a single channel delivers this much.

Access to the EU single market produces an
almost identical effect, at 25 years, though it
reaches it by the opposite route. Higher ex-
ports to the EU and the mobility that accom-
panies them raise demand for Albanian output
rather than financing the investment behind it.

Institutional reforms pursued in isolation,
without new external financing or market ac-
cess, deliver the weakest result, leaving Albania
31 years away, or the same as under the status
quo. Better control of corruption raises growth
on its own, but only marginally.

The results of the EU accession simulations show
that the gap closes fastest when money and reform
arrive together, which is what the full EU accession
scenario shows, at 21 years. They also show that the
channels add up in speed rather than in time, so par-
tial integration delivers a large part of the benefit
well before accession concludes.



Annual Convergence Report 2026 - Albania

Policy discussion & key recommendations

Albania’s economy is growing steadily, but the sourc-
es of that growth are limited. Consumption, tourism
and construction carry it, while industry and agri-
culture remain low-productivity and have been con-
tracting. The European Commission rates Albania as
well prepared For a functioning market economy
and less well prepared for competitive pressure
within the single market. Closing the distance be-
tween those two assessments is the task of the
next phase of policy. The pillar’'s own figures point
the same way: investment per capita and output per
worker carry the shortest convergence horizons, at
28 years, while pensions sit beyond a century. The
recommendations below follow that order. Deliv-
ery of investment comes first because it conditions
everything else; revenue second because it funds it;
and the productive base third because it determines
whether wage growth can continue. The final two
address the pillar’s two structural weaknesses: the
contributor base and export competitiveness. The
scenarios confirm this. Albanian incomes reach the
EU average in 31 years based on present trends and
in 21 under full membership, while access to the EU
budget and access to the single market each save
around 6 years on their own. Institutional reform
without resources changes nothing at all, leaving the
horizon at 31 years. The implication for this pillar is
that reform and money have to arrive together, and
that partial integration already delivers a substantial
part of the benefit well before accession concludes.

Deliver the investment already budgeted:
The government plans to keep public invest-
ment above 5% of GDP through 2029, so the
problem is not the size of the budget but how
much of it is actually spent. Operationalising
the public investment management framework
and the National Single Project Pipeline, so
that only mature and costed projects reach the
budget, would raise delivery from the resourc-
es already committed and is the precondition
for absorbing Growth Plan and, subsequently,
cohesion funding.

Widen the revenue base rather than rates:
Revenues, at nearly 28.6% of GDP, are held
down by informality and by tax expenditures,
estimated at 4-5% of GDP by the European
Commission in its 2025 report on Albania. The
government finalised a comprehensive Tax Ex-
emptions Reportin 2025, but no concrete plans
to reduce tax expenditures have followed. Pub-
lishing the completed review and withdrawing
the exemptions that cannot be justified would

fund the pension and capital spending that this
pillar needs in addition to reducing reliance on
one-off measures whose effects on compliance
are harder to reverse than to create.

Anchor productivity in tradable sectors:
Wage growth exceeding productivity growth is
only sustainable if the productive base widens.
An industrial policy focused on three or four
proven sectors would widen it, but only if Al-
banian firms can prove that their goods meet
European requirements. This requires aligned
product legislation and the institutions behind
it: standards, accreditation, metrology, con-
formity assessment and market surveillance.
Building them is aligned with accession require-
ments, and firms cannot enter European value
chains without them.

Reconnect pensions to the contributor base:
Pensions, at 18.9% of the EU average, are one
of severalindicatorsin the report beyond a 100-
year horizon, and no change to pension rules
or retirement ages closes a gap of that size.
Pensions rise with the number of people con-
tributing and the wages they declare. Bringing
un- and under-declared employment into the
contribution system would widen the base that
both pensions and health financing depend on,
and the strong growth in contribution receipts
recorded in 2025 suggests that the response is
available.

Protect export competitiveness as wages
rise: Goods exports have fallen from 8.3% of
GDP in 2023 to 5.8% in 2025, declining by 7.8%
in real terms in the last year alone, as the lek
appreciated and labour costs rose. Wage con-
vergence is a policy objective, and its effect on
tradable sectors can be offset. Support for pro-
ductivity-raising investment in exporting firms,
as well as for diversification of export markets
and products, would allow wages to keep con-
verging without the manufacturing base con-
tracting further. The response does not lie with
the exchange rate. Under an inflation-targeting
framework, the appreciation is not an instru-
ment that the Bank of Albania can be asked to
reverse, and attempting it would trade one ob-
jective for another. The burden therefore Ffalls
on fiscal and industrial policy.

11
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SOCIAL PILLAR

Albania, social pillar indicators, nominal values

Indicator Value
Unemployment rate 9.3
Employment rate 69.3
Income share of the 20% lowest- 3.6
income earners

Income share of the 10% highest- 33
income earners

Gender employment gap 13.3
Social protection spending 3.9

Albania, social pillar, % of EU average

Unemployment rate

65.7 Employment
60.7 rate
Social 97.6
protection
spending
52.5
65.5 Income share of
Gender the 20% lowest-
employment income earners
gap 87.2

Unemployment rate in Albania in 2025 stood at 9.3% of
the labour force.

Employment rate stood at 69.3% of working-age pop-
ulation.

Income share of the 20% lowest-income earners stood
at 3.6% of total post-tax income.

Income share of the 10% highest-income earners stood
at 33% of total post-tax income.

Gender employment gap stood at 13.3 pp.

LR A S S A

Social protection spending stood at 3.9% of GDP.

Relative to the EU average, the best-perform-
ing social indicator was Employment rate,
standing at 98% of the EU level.

Income share of the 10% highest-income
earners was second, at 87% of the EU bench-
mark.

Unemployment rate and Gender employment
gap followed, at 65% of the EU level, while
Social protection spending was at 61%.

Income share of the 20% lowest-income
earners remains the weakest link, standing at
just 53% of the EU average.

Albania, social pillar, change to last year

Unemployment rate
Employment rate

Income share of the 10% highest-income earners

Income share of the 20% lowest-income earners -() 2

Social protection spending -0.9
Gender employmentgap -7.0

Indicator/ years to EU
Indicator years to EU
Unemployment rate 26
Employment rate 2
Income share of the 20% low-
est-income earners 100+
Income share of the 10% .
highest-income earners Divergence
Gender employment gap Divergence
Social protection spending Divergence

0.8
0.6
0.3

*

3 of the 6 indicators in the social pillar saw an im-
provement in 2025 relative to the EU average.

*

The biggest improvement was in Unemployment rate,
which closed the gap to the EU level by 0.8 pp.

Employment rate and Income share of the 10% high-
est-income earners were the two other indicators that
improved in 2025, by 0.6 and 0.3 pp, respectively.

Income share of the 20% lowest-income earners wors-
ened by 0.2 pp relative to the EU average, while Social
protection spending lost 0.9 pp.

Gender employment gap was the indicator with the weak-
est performance, falling back by 7.0 pp relative to the EU
average.

At the pace of improvement from the past 5 years, Em-
ployment rate stands to be the first indicator from this
pillar to converge to the EU level, in about 2 years.

Unemployment rate is also converging relatively well
and would need around 26 years to close the gap to
the EU average.

Income share of the 20% lowest-income earners re-
mains far from that, with more than 100 years needed
to reach the EU level at current trends.

Income share of the 10% highest-income earners, Gen-
der employment gap and Social protection spending are
diverging from the EU average rather than converging
and not on track to close the gap at recent trends.




What explains the trends in
the social pillar?

The social pillar stood at 71.6% of the EU
average in 2025, down 0.9 pp over the year
and below its 2023 peak of 74.8%. The pillar is
not converging on a 5-year view. Employment
outcomes are close to EU levels and improving,
while everything that determines how the pro-
ceeds of that employment are distributed is flat
or moving in the wrong direction.

Employment as the anchor: The employ-
ment rate reached 69.3%, or 97.6% of the
EU level, and unemployment Fell to 9.3%,
the strongest annual gain in the pillar, at
0.8 pp. Labour demand in tourism, con-
struction and services carried both. Youth
unemployment continued to ease, and
the labour force participation rate held at
63.8%. On current trends, employment will
reach the EU average within 2 years.

Distribution as the gap: The income share
of the poorest fifth stood at 3.6% of the
national income, or 52.5% of the EU lev-
el, making it the weakest indicator in the
pillar and the one with a horizon of over
100 years. The share of the top 10% is
33% of the national income and diverging
from the EU benchmark. Although growth
has been strong, it has mostly benefitted
the better-off. Employment has also been
strong, but the distributional structure be-
neath the economic growth has not been
favourable and has moved disparities in
the wrong direction for several years.
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The gender employment gap is widening:
The difference between the employment
rates of men and women now stands at
13.3 pp. Measured against the EU, Albania’s
position on this indicator fFell by 7.0 pp over
the year, after falling by 18.5 pp the year
before. Falling for 2 consecutive years, this
indicator points to a persistent problem
rather than a one-off bad result, and this is
now the most important trend in the pillar.
The causes - childcare coverage, informali-
ty and care responsibilities — are structural
and fall disproportionately on women. The
gender pay gap in wages narrowed to 4.9%
from 6.2%, so the problem is participation
rather than pay.

Social protection spending at 3.9% of
GDP: Spending stands at 60.7% of the EU
level and is diverging. Benefit adequacy is
modest, and coverage thins in rural areas,
which is why strong employment has not
translated into faster poverty reduction.
Poverty (measured at the upper middle-in-
come line) fell to 23.4% in 2025 and is pro-
jected to reach 19.4% by 2028. Thus, the
direction is right, but it is being driven by
the labour market rather than by transfers.

Underlying demographic issues: The resi-
dent population fell by 14% between 2011
and 2023, with skilled workers over-repre-
sented among those leaving. This narrows
the contributor base for both pensions and
social protection, which helps to explain
part of the worsening in this pillar and the
economic one.
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EU accession scenarios

To better understand how different EU integration
pathways might influence Albania's social
convergence, we estimate and simulate the same
four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning Albania
receiving budget transfers (e.g. structural and
cohesion funds) as though it were a member
state, but without formal accession.

Access to the EU single market, meaning full
inclusion in the four freedoms of movement
without the broader benefits or financial
transfers that come with membership.

Institutional reforms, capturing a scenario in
which Albania implements deep, EU-aligned
domestic reforms, particularly in rule of law
and governance, without either membership or
additional external resources.

In the social pillar, the scenarios are simulated for
the income share of the bottom 20% of earners
as a measure of poverty to assess how different EU
integration pathways might reshape Albania’s social
convergence trajectory. The four scenarios are then
compared to the baseline/status quo scenario.

The scenarios are again presented through the years
needed to reach the EU average. The results reveal
a divide between scenarios that involve substantial
external engagement (i.e. different EU integration
mechanisms) and those that rely on domestic action
alone.

EU accession scenarios For the bottom
20% income share

Scenario Years needed to
reach the
EU average
Status quo: 100+ years to EU

Full EU accession: 69 years to EU

Access to EU budget: 70 years to EU
EU single market: 100+ years to EU

Institutional reforms: 100+ years to EU

For the poorest fifth of Albanians, no scenario
delivers quickly.

Under the status quo, the income share of the
poorest 20% stays more than 100 years from
the EU average. The indicator has been moving
by only 0.3 pp a year, and the employment
growth recorded elsewhere in this pillar has
not reached the households at the bottom.

Full EU accession brings it to 69 years, the
largest improvement any scenario produces
here. Almost all of it comes through the budget
transfers channel, as this indicator is linked to
EU transfers and to control of corruption rather
than to trade or mobility.

Access to the EU budget alone brings the
number of years to 70, within a year of the full
accession result. This is the clearest single-
channel result in the report: for the bottom
quintile, the resources do very nearly all of the
work that membership would do.

Access to the EU single market leaves the
indicator beyond 100 years — exactly as in
the baseline rather than close to it — because
neither exports to the EU nor net migration
enters the equation for the income share of the
poorest quintile.

Institutional reforms alone also leave the
indicator beyond 100 years. Better control of
corruptionimproves how transfers are targeted
and delivered, which lifts the annual pace from
0.32 to 0.34 pp, but it does not create the
transfers themselves.

The share of income going to the poorest fifth moves
through taxes and benefits, which are decisions
taken in the national budget. EU funds would make
those decisions easier to afford.
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Policy discussion & key recommendations

Albania’s labour market now performs close to Eu-
ropean standards, but its income distribution does
not. Employment stands at 97.6% of the EU level,
and unemployment recorded the pillar’s strongest
annual gain, while the income share of the poorest
fifth remains near 52% of the EU average and is not
converging. Strong employment has not reached the
households at the bottom, which directs attention
to the transfer system rather than to job creation.
The gender employment gap has lost ground in 2
successive years, and social protection spending (at
3.9% of GDP) is diverging from the EU benchmark.
These three findings share a cause: social spending
and childcare provision have not kept pace with the
labour market around them. The recommendations
start with adequacy and coverage, move to the
participation constraint, and close with the admin-
istrative capacity that both require. The scenarios
confirm where the lever sits. The income share of
the poorest fifth stays beyond 100 years under the
status quo, under single market access and under
institutional reform alike, while it only moves in the
two scenarios carrying EU budget resources, to 69
and 70 years. Whatever else they deliver, market in-
tegration and governance reform do not reach the
bottom of the distribution. This is a fiscal question,
and the recommendations below are framed accord-

ingly.

Raise the adequacy and reach of social assis-
tance: Spending, at 3.9% of GDP, cannot move
the bottom quintile whatever the quality of its
targeting. Indexing the economic assistance
benefit to prices or wages and extending cover-
age in rural areas where take-up thins directly
addresses the pillar's weakest indicator. Pover-
ty is already falling on the strength of employ-
ment growth, and a functioning transfer sys-
tem would accelerate it rather than substitute
for it.

Treat childcare as employment policy: A gen-
der employment gap that has widened for 2
successive years will not be reversed through
labour market measures alone. The employ-
ment gap between men and women widened
from 10.3 pp in 2023 to 13.3 pp in 2025, while
the gender pay gap narrowed to 4.9%, so the
remaining problem concerns who enters the
labour market rather than what they are paid
within it. Expanding places for children under
3 years old (building on the Child Guarantee

Plan, for which Albania has nominated a nation-
al contact point) and aligning legislation with
the gender equality acquis in employment and
social policy (including work-life balance, pay
transparency and women on boards) addresses
the binding constraint on female participation.
The alignment gap is recorded in the Commis-
sion’s 2025 report on Albania.

Convert Formalisation into contribution cov-
erage: Wage under-reporting reduces present
revenue and future pension entitlements at
the same time. Scaling the Youth Guarantee
beyond its three pilot municipalities as well as
simplifying enrolment for informal and self-em-
ployed workers would widen the contributor
base on which both this pillar and the economic
pillar depend.

Give labour inspection the means to act: La-
bour inspection already operates across the
economy and reaches the workplaces where
un- and under-declared employment occurs.
Additional inspectors, and sanctioning powers
proportionate to the sums involved, would let
it change employer behaviour at scale rather
than merely document it. Strengthening the
system is aligned with accession requirements,
and it is among the reforms with the shortest
interval between action and measurable effect.

Build the capacity to manage European so-
cial funding now: In time, Albania will have ac-
cess to the European Social Fund Plus, and the
managing authority, monitoring systems and
audit arrangements it requires will take several
years to establish. Beginning that work before
eligibility arrives converts a future entitlement
into usable money, and the same structures
would improve the targeting of domestic social
spending in the meantime.
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HEALTH PILLAR

Albania, health pillar indicators, nominal values

Indicator Value
Public spending on health 3.5
Life expectancy 79.8
Infant mortality 4.7
Hospital beds 375
Number of physicians 22.7
Out-of-pocket health expenditures 48.3

Albania, health pillar, % of EU average

Public spending on health

55.0 Life
expectancy
40.7 98.7
Out-of-pocket health
expenditures
53.2

74.5

Number of Eerl
physicians 73.9 mortality

Hospital beds

Albania, health pillar, change to last year

Infant mortality
Hospital beds 2.0

Out-of-pocket health expenditures 0.3

Life expectancy 0.0
Number of physicians -09
Public spending on health -2 g

*

Indicator/ years to EU

Indicator years to EU
Public spending on health 34

Life expectancy Divergence
Infant mortality 4
Hospital beds )
Number of physicians 22
Out-of-pocket health 100+

expenditures

Public spending on health in Albania stood at
3.5% of GDP.

Life expectancy stood at 79.8 years.

Infant mortality stood at 4.7 per 1,000 live
births.

Hospital beds stood at 375 beds per 100,000
inhabitants.

Number of physicians stood at 22.7 physicians per
10,000 inhabitants.

L A S S b I o

Out-of-pocket health expenditures stood at
48.3% of total health spending.

Relative to the EU average, the best-per-
forming health indicator was Life expectan-
cy, standing at 99% of the EU level.

Infant mortality and Hospital beds followed,
at around 74% of the EU average.

Public spending on health and Number of
physicians were lower, at around 54% of the
EU level.

Out-of-pocket health expenditures is the
weakest link, standing at just 41% of the EU
average.

20.4

3 of the 6 indicators in the health pillar saw an im-
provement in 2025 relative to the EU average.

The biggest improvement was in Infant mortality, which
closed the gap to the EU level by 20.4 pp.

Hospital beds came second, closing 2 pp of the gap to
the EU level.

Out-of-pocket health expenditures improved marginally,
by 0.3 pp, while Life expectancy stagnated.

Number of physicians widened the distance to the EU
average by 0.9 pp.

L A A D D S o

Public spending on health was the indicator with the
weakest performance, falling back by 2.6 pp relative to
the EU average.

At the pace of improvement from the past 5 years,
Infant mortality stands to be the closest to reaching the
EU level, in about 4 years.

Hospital beds are also performing well, at around 9
years away.

*

Number of physicians and Public spending on health
would need around 2-3 decades to close the gap to
the EU average.

Out-of-pocket health expenditures is far from that, with

more than 100 years needed to reach the EU level at
current trends.

Life expectancy, despite being at 99% of the EU level
already, is not on track to close the gap at recent trends.




What explains the trends in
the health pillar?

The health pillar stands at 66.0% of the EU
average. Health is the second-fastest con-
verging area in the report, at roughly 15
years to the EU level. In addition, the shape
of its performance is unusual, as outcomes are
close to EU standards while the resources pro-
ducing them are not.

Outcomes ahead of inputs, but not im-
proving: Life expectancy stands at 79.8
years, or 98.7% of the EU level, achieved
on public health spending of 3.5% of GDP,
which is 55.0% of the EU level. Few health
systems in Europe convert so little expend-
iture into so much longevity. The EU aver-
age is 80.8 years, so an Albanian born today
lives within about 12 months of it. This is
a genuine strength, and it reflects prima-
ry care coverage, vaccination programmes,
diet and a comparatively low chronic dis-
ease burden rather than hospital capacity.
The level is high, but the direction is not
positive. Relative to the EU, the indicator
has drifted down by an average of 0.04 pp
per year over the past 5 years and is record-
ed as diverging. The movement is small,
and it is the only sign in this pillar that a
strong outcome may not hold.

Infant mortality at a new low: Infant mor-
tality fell from 6.1 to 4.7 deaths per 1,000
live births, lifting the indicator by 20.4 pp,
to 74.5% of the EU level, which represents
the second-largest single improvement in
the report. Because Albania records rel-
atively few births, the indicator can move
sharply from one year to the next, so a
gain of this size should be interpreted with
some caution. It places infant mortality 4
years from the EU average, the shortest
distance in the pillar, and it continues a
long-run improvement in care during preg-
nancy and at birth.

Annual Convergence Report 2026 - Albania

Financing as the structural weakness:
Out-of-pocket payments account for
48.3% of total health spending, which is
more than two times higher than the EU
level, making this the weakest indicator in
the pillar and the only one beyond a 100-
year horizon. Households, rather than the
budget, are absorbing the difference be-
tween what the system spends and what it
delivers. Public spending on health also fell
2.6 pp relative to the EU, the pillar's weak-
est movement.

Doctors are the constraint, not hospital
beds: Physician density stands at 22.7 per
10,000 inhabitants, or 53.2% of the EU lev-
el, and lost ground. Emigration of medical
staff continues, and shortages concentrate
in rural and underserved areas, which con-
verts a national financing problem into a
regional access problem. Hospital beds, by
contrast, improved 2.0 pp, to 73.9% of the
EU level.

Systems improving, administrative ca-
pacity the constraint: The Health Strategy
2021-2030 and the health information sys-
tem have improved data management and
service digitalisation. Institutional capacity
for implementation remains the constraint
on translating that into access, and an age-
ing population driven by lower Ffertility,
longer lives and emigration will tighten it.
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EU accession scenarios

To better understand how different EU integration
pathways might influence Albania’'s health
convergence, we estimate and simulate the same
four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning Albania
receiving budget transfers (e.g. structural and
cohesion funds) as though it were a member
state, but without formal accession.

Access to the EU single market, meaning full
inclusion in the four freedoms of movement
without the broader benefits or Ffinancial
transfers that come with membership.

Institutional reforms, capturing a scenario in
which Albania implements deep, EU-aligned
domestic reforms, particularly in rule of law
and governance, without either membership or
additional external resources.

The four scenarios are then compared to the
baseline/status quo scenario. The comparisons are
again presented through the years needed to reach
the EU average.

For the health pillar, life expectancy at birth is used
as the single indicator representing the pillar to
model how different EU integration pathways might
affect Albania’s health convergence trajectory.

EU accession scenarios for life expec-
tancy at birth

Scenario Years needed to
reach the
EU average
Status quo:
Full EU accession: 26 years to EU

Access to EU

budget: 100+ years to EU
EU single market: 100+ years to EU

Institutional
reforms:

Albanians already live almost as long as citizens of
the EU: 79.8 years, or 99% of the EU average. With
a gap that small, these projections swing widely on
very little movement.

Under the status quo, life expectancy is
diverging from the EU average rather than
closing the gap. Albania stands at 98.7% of the
EU level, but the indicator has drifted down
by an average of 0.04 pp per year over the
past 5 years. Closing the last stretch of the
gap is the expensive part, as it requires paying
doctors enough to keep them in the country
and covering treatment costs that households
currently meet themselves.

Full EU accession is the only scenario that
reaches the EU average, at 26 years. It works
through higher income growth and net
migration, the two channels linked to life
expectancy, and it turns the annual change
from negative to positive. Membership also
brings the health financing standards and the
workforce mobility framework that neither
budget access nor single market access carries.

Access to the EU budget leaves the indicator
beyond 100 years. Transfers reach life
expectancy only indirectly, through their effect
on growth, and with barely 1 pp of the gap
remaining, that indirect route moves too little
to register within the horizon.

Access to the EU single market also leaves
it beyond 100 years, although it moves the
indicator further than budget access does
because market access carries the net migration
channel alongside its effect on growth. The
ordering between the two is the informative
part.

Institutional reforms alone leave life
expectancy diverging, as in the baseline,
because control of corruption has no direct
route into this indicator. Governance quality
shapes how a health system is run; in the
model used here, it does not affect how long
Albanians live.
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Policy discussion & key recommendations

Albania delivers European-level health outcomes
on roughly half of Europe’s relative spending. Life
expectancy stands at 98.7% of the EU level on pub-
lic health expenditure of 3.5% of GDP, an efficien-
cy few systems in Europe match. It is also the sec-
ond-fastest converging area in the report, at roughly
15 years to the EU level. The financing behind that
result is the concern. Households meet 48.3% of
total health costs from their own pockets, making
this the weakest indicator in the pillar and the only
one in it beyond a 100-year horizon, while physician
density is falling relative to the EU as medical staff
emigrate. An ageing population, driven by lower fer-
tility, longer lives and emigration, will raise demand
on both counts within the decade. Sustaining these
outcomes therefore depends on how the system is
financed. The recommendations move from house-
hold exposure to workforce retention to the spend-
ing path, and they close with allocation and demo-
graphic planning. The scenarios sharpen this. Life ex-
pectancy diverges under the status quo and reaches
the EU average in 26 years only under full member-
ship, while access to the EU budget and access to the
single market each leave it beyond 100 years. Health
is the one pillar in this report where money alone
changes nothing because what membership adds is
health financing standards and workforce mobility
rather than transfers. That is the case for financing
the recommendations below domestically and for
asking the EU for health-specific instruments rather
than general support.

Reduce household exposure to health costs:
Out-of-pocket payments, at 48.3% of total
health spending, are the pillar's weakest indica-
tor and the one households experience direct-
ly. Broadening insurance coverage, defining a
benefits package and regulating pharmaceuti-
cal pricing would reduce that share and make
access depend on need rather than on the abil-
ity to pay at the point of treatment.

Retain the workforce before expanding ca-
pacity: Physician density is falling relative to
the EU, while the number of hospital beds is
rising. Salary adjustment, rural service incen-
tives and structured professional development
would do more for access than additional infra-
structure. Emigration of medical personnel re-

sponds to pay and career prospects, and both
are within domestic control.

Set a stated path for public health spending:
At 3.5% of GDP, the system carries no margin
for demographicageing. A published multi-year
trajectory, funded through insurance contribu-
tions rather than annual allocation, would give
hospitals a planning horizon and make future
European health programming and ESF+ access
absorbable rather than notional.

Use the health information system to direct
resources: The health information system
already collects the data needed to identify
where access fails, and shortages concentrate
in rural and underserved districts. Using it to al-
locate staff and equipment against measured
need, and publishing the results, would convert
a reporting tool into an allocation instrument
at no additional cost.

Rebalance from hospital beds to health cen-
tres: Albania has relatively more hospital beds
than doctors (73.9% of the EU level against
53.2%), and bed capacity rose over the year
while physician density fell. Funding family
medicine and chronic disease management at
health-centre level treats more patients with
the staff available, cuts avoidable admissions
and reaches rural districts where hospitals do
not. The rebalancing is broadly cost-neutral. It
redirects existing staff and recurrent spend-
ing rather than requiring new capital, which
matters in a system operating at 3.5% of GDP,
where any recommendation carrying a fresh
fiscal claim will wait.

Ask the EU For health-specific instruments:
The scenarios show that budget access and sin-
gle market access each leave life expectancy
beyond 100 years, while full membership de-
livers 26 years. General transfers therefore will
not close this gap. What would is early access to
the health acquis and its financing standards,
participation in European health programmes
and workforce arrangements that make staying
in Albania competitive with leaving. This is the
clearest case in the report for sector-specific
rather than general pre-accession support.
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EDUCATION PILLAR

Albania, education pillar, nominal values

X % Public spending on education in Albania stood at
Indicator Value 3.1% of GDP.
Public spending on education 3.1 % Harmonised test scores stood at 441 points.

. . G

Harmonised test scores 441 * ‘tl'eell_'ttilaall_';/_:g:T)aotplgjrtaet?grc:.lment stood at 84.1% of
Tertiary education enrolment 84.1 % Tertiary education attainment stood at 20.4% of

y : : corresponding age group population.
Tertiary education attainment 20.4 % Pre-primary school enrolment stood at 69.2% of
Pre-primary school enrolment 69.2 corresponding age group population.

v NEET rate stood at 20.9% of the population aged

NEET rate 20.9 15-24.

Albania, education pillar, % of EU average

Public spending on education % Relative to the EU average, the best-perform-
65.2 : ing education indicator was Tertiary educa-
3 Harmonised tion enrolment, standing at 105% of the EU
NEET rate test scores level.
43 1 87.3 v Harmonised test scores are second, at 87%

of the EU average.

Pre-primary school enrolment stood at 73%
of the EU level.

s Tertiary education attainment and Public

Pre-primary 73.0 spending on education were lower, at around
school 104.7 60-65% of the EU level.
enrolment 59.6 Tertiary % NEET rate is the weakest link, standing at just
R e e education 43% of the EU average.
enrolment

attainment

Albania, education pillar, change to last year

*|

2 of the 6 indicators in the education pillar saw
an improvement in 2025 relative to the EU average.

Tertiary education enrolment 23.8 v The biggest improvement was in Tertiary education
enrolment, which closed the gap to the EU level by
Public spending on education 7.6 23.8 pp.

% Public spending on education came second, closing

Pre-primary school enrolment -0.2 7.6 pp of the gap to the EU average.
NEET rate -1.0 * Pre-primary school enrolment fell baFk by aroun.d
: 0.2 pp, while the NEET rate and Tertiary education
Tertiary education attainment -1 .6 attalinment fell back by 1 pp and 1.6 pp, respec-
tively.
Harmonised test scores -3.6 % Harmonised test scores was the indicator with

the weakest performance, falling back by 3.6 pp
relative to the EU average.

Indicator/ years to EU

*

Tertiary education enrolment has already converged
with the EU average and is the only indicator in this pillar

Indicator years to EU THE0 &) PEETETD 0T
. ) ] v None of the other indicators stands close to reaching
Public spending on education 100+ the EU benchmark any time soon if trends from the past
H ised test Di 5 years continue.
A OIS G - Ivergence s Public spending on education and NEET rate recorded
Tertiary education enrolment Converged some improvement relative to the EU, but at a very slow
. . . . pace, with more than 100 years needed to reach the
Tertlar.y education attainment D!vergence EU level at current trends.
Pre-primary school enrolment Divergence % Harmonised test scores, Tertiary education attainment
NEET rate 100+ and Pre-primary school enrolment are diverging from

the EU average and not on track to close the gap at
recent trends.




What explains the trends in
the education pillar?

Education stood at 71.4% of the EU aver-
age in 2025, down 0.4 pp from the prior year.
The pillar contains the report’s sharpest inter-
nal contradiction: participation at or above EU
levels alongside learning outcomes and attain-
ment that are falling behind. Access to school is
largely no longer a problem, while the quality of
learning remains a challenge.

University enrolment now matches the
EU level, but not because more young
people are studying: The share of young
people enrolled in higher education rose
from 64.7% to 84.1% in a single year, which
puts Albania at 104.7% of the EU level and
makes this the only indicator in the pillar
recorded as converged. The number of stu-
dents, however, rose only modestly: INSTAT
reports around 117,000 in 2023-24 and
122,600 in 2024-25, an increase of about
5%. The jump comes from the population
used in the calculation, which the 2023
census revised downwards, leaving fewer
people of university age in the count. Alba-
nia has not suddenly sent more of its young
people to university; a broadly similar num-
ber of students is now measured against
a smaller population. Public spending on
education, at 3.1% of GDP, also improved
relative to the EU in the last year.

Learning outcomes are slipping: Harmo-
nised test scores stand at 441 points, or
87.3% of the EU level, and fell 3.6 pp over
the previous period. Tertiary attainment, at
20.4% of the relevant age group, is 59.6%
of the EU level and also fell. The weakness
lies in what students learn and in how many
of them complete their studies, not in how
many enrol. A roadmap targeting low-per-
forming students has been developed fol-
lowing the most recent international as-
sessment.
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Pre-primary participation, unchanged in
Albania, while the EU keeps improving:
Pre-primary enrolment stands at 69.2% of
the corresponding age group, or 73.0% of
the EU level, and slipped 0.2 pp relative to
the EU. The slippage is not Albanian move-
ment. The national figure has been un-
changed at 69.2% since 2021, the last year
for which an observation is available, so
the relative decline reflects continued im-
provement in the EU rather than deteriora-
tionin Albania. Enrolmentin absolute num-
bers is falling across pre-university educa-
tion, by around 1% overall and by close to
3% in basic education, but that is a cohort
effect and does not by itself move a par-
ticipation rate. A shrinking cohort creates
an opportunity to raise spending per pupil
without raising the education budget, and
the opportunity is still open.

Transition to work: The NEET rate stands
at 20.9% of young people, or 43.1% of the
EU level, making this the weakest indicator
in the pillar and one of two on a horizon of
over 100 years. Set against an employment
rate of 97.6% of the EU level, the problem
is not a shortage of jobs. Rather, it lies in
the move from education into the labour
market.

Vocational reform working from a small
base: The NEET rate above is where the
transition from education into work fails,
and vocational education is the instrument
that acts on it directly. Vocational educa-
tion moved to a three-plus-one structure,
the legal framework now supports dual
programmes with public and private em-
ployers, and the share of upper secondary
students in vocational schools rose from
17.9% to 19%. This is the clearest lever on
the NEET rate — and it is working from a
small base.
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EU accession scenarios

To better understand how different EU integration
pathways might influence Albania’s education con-
vergence, we estimate and simulate the same four
scenarios from above:

Full EU membership, assuming immediate ac-
cession with all accompanying rights and obli-
gations.

Access to the EU budget, envisioning Albania
receiving budget transfers (e.g. structural and
cohesion funds) as though it were a member
state, but without formal accession.

Access to the EU single market, meaning full
inclusion in the four freedoms of movement
without the broader benefits or financial trans-
fers that come with membership.

Institutional reforms, capturing a scenario in
which Albania implements deep, EU-aligned
domestic reforms, particularly in rule of law
and governance, without either membership or
additional external resources.

The four scenarios are then compared to the base-
line/status quo scenario. The comparisons are again
presented through the years needed to reach the
EU average.

For the education pillar, tertiary education enrol-
ment is used as the single indicator representing the
pillar to model how different EU integration path-
ways might affect Albania’s education convergence
trajectory.

EU accession scenarios for tertiary
education enrolment

Scenario Years needed to
reach the EU aver-
age
Status quo: Converged
Full EU accession: Converged
Access to EU budget: Converged
EU single market: Converged
Institutional reforms: Converged

Under the status quo, tertiary enrolment is
already above the EU level, at 105%, so no
convergence horizon is calculated. A larger
share of the relevant age group enters tertiary
education in Albania than in the EU on average.

Full EU accession leaves the result unchanged.
Tertiary enrolment is linked in the model to
GDP growth, and a higher growth path cannot
advance an indicator that has no remaining
distance to close, so the scenario adds nothing
here.

Access to the EU budget likewise returns
a converged result. The additional transfers
raise growth and, through growth, enrolment.
But the indicator already stands above the EU
average, and the simulation has nothing further
to contribute.

Access to the EU single market produces the
same answer for the same reason. Exports and
mobility raise the growth path, andin the model,
faster growth is the only way this scenario can
affect tertiary education enrolment.

Institutional reforms alone also leave the
indicator converged. Control of corruption
does not enter the tertiary enrolment equation
directly, and its indirect effect through growth
cannot change a result that already stands at
the EU level.

Given the fact that Albania has already reached
the EU level in tertiary education enrolment, every
scenario returns the same answer. On the official
figures, tertiary enrolment stands at 105% of the
EU level. Enrolment is no longer where the gap lies,
so the scenarios have nothing further to offer here.
Two qualifications follow. The crossing is a statistical
effect rather than a real change: as the trends
section explains, the number of students rose
only modestly, and the rate rose because the 2023
census reduced the university-age population. In
addition, the indicators in this pillar that are moving
in the wrong direction (harmonised test scores, at
87% of the EU level; tertiary attainment, at around
60%; and the NEET rate, at 43%) are not the ones
simulated. The lack of any difference between the
scenarios here therefore reflects the limits of the
single indicator chosen for this pillar rather than
the state of Albanian education, and the policy
discussion below is framed against the indicators
that are diverging.
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Policy discussion & key recommendations

The difficulty in this pillar lies in what happens
after enrolment. Tertiary enrolment stands above
the EU average and is the only indicator in the pil-
lar recorded as converged, while harmonised test
scores have fallen to 87% of the EU level, tertiary
attainment stands at 60%, and the NEET indicator
stands at 43% of the EU level. The system enrols
young people at European rates and falls short on
the qualifications and skills it is meant to deliver.
Two developments make this a favourable moment
to act. Pre-university enrolment is falling by around
1% a year as cohorts shrink, which raises available
resources per pupil without a new budget claim. Vo-
cational education has moved to a three-plus-one
structure with a legal basis for dual programmes,
and its share of upper secondary enrolment is rising.
The recommendations direct the first of those to-
wards quality and build on the second.

Direct the demographic dividend towards
quality: Enrolment across pre-university ed-
ucation is falling by around 1% a year, and by
close to 3% in basic education. Holding the ed-
ucation budget constant while cohorts shrink
would fund teacher training, curriculum reform
and school infrastructure without competing
for new fiscal space. The window is open now
and closes as the cohorts pass through.

Scale dual vocational training: At 19% of up-
per secondary enrolment, up from 17.9%, vo-
cational education is the working instrument
against a NEET rate at 43% of the EU level.
Expanding employer-based places under the
new legal framework, with public and private
employers, offers the shortest available route
from education into employment in a labour
market that already has jobs.

Close the loop on learning outcomes: The
roadmap for low-performing students requires
standardised assessment that feeds back into
teacher practice; otherwise, high enrolment

will continue to sit alongside Ffalling attain-
ment. Building a reliable monitoring system,
and using it to close the gap with European Ed-
ucation Area targets, is aligned with accession
requirements and what makes the rest of the
education agenda measurable.

Address the NEET rate as a transition prob-
lem: One young Albanian in five is neither in
work nor in education, against an employment
rate near European levels. That combination
points to the transition between school and
work rather than to a shortage of jobs as the
problem. Career guidance in upper secondary
education, work placements and active out-
reach to young people already outside both
systems would target it directly.

Invest in the early years: Pre-primary enrol-
ment stands at 69.2%, or 73% of the EU level,
and slipped over the year. Early education is
the stage at which learning gaps open — and at
which they close most cheaply — and expanding
provision also removes a barrier to female la-
bour market participation recorded in the so-
cial pillar. In other words, two pillars improve
on the same investment.

Close the gap between enrolment and com-
pletion: Tertiary enrolment has converged at
105% of the EU level, while attainment stands
near 60% of the EU level and has not moved in
the national series since 2023, so its relative
decline reflects continued progress in the EU.
A larger share of young people enrol in univer-
sity than in the EU, and far fewer leave with a
degree, which makes completion, not access,
the binding constraint. Student support target-
ed at the first 2 years, where dropout concen-
trates, and programme-level reporting of com-
pletion rates would address the indicator that
is actually diverging.
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GOVERNANCE PILLAR

Albania, governance pillar indicators, nominal values

Indicator Value
Voice and accountability 49.8
Political stability 50.4
Government effectiveness 56.2
Regulatory quality 52.7
Rule of law 47.6
Control of corruption 41.6

Albania, governance pillar, % of EU average

Voice and accountability

68.1

59.5
Control of
corruption

66.7
Rule
of law

74.5
Regulatory quality

Political
stability

84.1

78.4
Government
effectiveness

*

Voice and accountability in Albania stood at 49.8 index
points (0-100 scale).

Political stability stood at 50.4 index points (0-100
scale).

Government effectiveness stood at 56.2 index points
(0-100 scale).

Regulatory quality stood at 52.7 index points (0-100
scale).

Rule of law stood at 47.6 index points (0—100 scale).

* 6 | ot %

Control of corruption stood at 41.6 index points (0-100
scale).

Albania, governance pillar, change to last year

Political stability

Regulatory quality 2.4

Control of corruption 1.3

Rule of law 0.9

Government effectiveness 0.6

Voice and accountability 0.6

Indicator/ years to EU

Indicator years to EU
Voice and accountability Divergence
Political stability 12
Government effectiveness 13
Regulatory quality 42
Rule of law 32
Control of corruption 58

3.7

% Relative to the EU average, the best-per-
forming governance indicator was
Political stability, standing at 84% of
the EU level.

% Government effectiveness and Regula-
tory quality follow, standing at around
75% of the EU average.

% Voice and accountability and Rule of law
were lower, at around 67% of the EU
level.

% Control of corruption remains the weak-
est link in Albania, standing at just 60%
of the EU average.

All 6 indicators in the governance pillar saw an
improvement in 2025 relative to the EU average.

The biggest improvement was in Political stability,
which closed the gap to the EU level by 3.7 pp.

Regulatory quality was second, closing 2.4 pp of
the gap.

* | | | ¢

Control of corruption and Rule of law followed,
closing approximately 1 pp of the gap to the EU
average.

*

Government effectiveness and Voice and account-
ability saw the smallest improvement, at 0.6 pp
relative to the EU average.

At the pace of improvement from the past 5
years, Political stability and Government effec-
tiveness would close the gap to the EU average in
slightly more than a decade.

Rule of law and Regulatory quality would need
around 3-4 decades to close the gap to the EU
average.

Control of corruption is further away, at around 6
decades from the EU level.

Voice and accountability is diverging from the EU
average rather than converging and not on track to
close the gap at recent trends.




What explains the trends in
the governance pillar?

Governance stands at 71.9% of the EU aver-
age, the second-highest of the eight areas, af-
ter digitalisation. All six indicators improved,
which is not true of any other pillar in the re-
port, and the pillar reaches the EU average
in 37 years. The gains are unevenly distributed
across the six indicators, and that distribution is
the substance of this section.

Administrative capability at the top
of the pillar: Political stability stands at
84.1% of the EU level, the highest single
governance reading, and gained 3.7 pp.
Government effectiveness reached 78.4%,
and regulatory quality 74.5%, with the lat-
ter gaining 2.4 pp. Administrative modern-
isation and digital service delivery are the
visible drivers — and the same capabilities
that produced the digitalisation pillar’s re-
sults.

Corruption and rule of law as the struc-
tural gap: Control of corruption stands at
59.5% of the EU level, making it the weak-
est governance indicator. At the current
rate of progress, it would take nearly 6 dec-
ades to reach the EU level. Rule of law is at
66.7%. These are the two dimensions that
determine whether reform is felt rather
than merely announced, and they are im-
proving from the lowest base in the pillar.
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Voice and accountability, the pillar’s one
divergence: Voice and accountability, at
68.1%, gained 0.6 pp, the smallest gain of
the six, and it is the one indicator recorded
as diverging over 5 years. Gains in the oth-
er five indicators carry the pillar's 37-year
horizon. Consultation on draft legislation,
access to information and the standing of
civil society in monitoring reform are what
that indicator measures.

The external anchor: Albania has opened
all six negotiating clusters, and closing
benchmarks have now been defined for
each. Those benchmarks convert govern-
ance from a diffuse aspiration into a spec-
ified list of conditions with a timetable at-
tached. That is a materially stronger driver
than in any previous reporting period, and
it applies most directly to the two indica-
tors fFurthest behind.
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EU accession scenarios

Tobetterunderstand how different EU integration
pathways might influence Albania’s governance
convergence, we estimate and simulate the same
four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning
Albania receiving budget transfers (e.g.
structural and cohesion funds) as though it
were a member state, but without formal
accession.

Access to the EU single market, meaning full
inclusion in the fFour freedoms of movement
without the broader benefits or financial
transfers that come with membership.

Institutional reforms, capturingascenarioin
which Albania implements deep, EU-aligned
domestic reforms, particularly in rule of law
and governance, without either membership
or additional external resources.

The four scenarios are then compared to the
baseline/status quo scenario. The comparisons
are again presented through the years needed to
reach the EU average.

For the governance pillar, control of corruption is
used as the single indicator representing the pillar
to model how different EU integration pathways
might affect Albania’s convergence trajectory.

EU accession scenarios for control of

corruption
Scenario Years needed to
reach the
EU average
Status quo: 58 years to EU

Full EU accession: 48 years to EU

Access to EU
budget:

58 years to EU

EU single market: 58 years to EU

Institutional
reforms:

48 years to EU

Under the status quo, Albania needs 58 years
to reach the EU average in this indicator at
the pace of the past 5 years, which has been
0.7 pp a year from a level of 59.5% of the EU
average.

Full EU accession brings it to 48 years.
The whole of that gain comes from the
institutional channel, a one-off improvement
in control of corruption attributed to
membership itself, rather than from the
money or the market access that accompany
it. With all six negotiating clusters open and
the closing benchmarks set, the reforms
needed to complete the negotiations are the
same ones that would deliver this gain.

Access to the EU budget yields the same
result as the baseline, at 58 years. In the
model, budget transfers do not affect
control of corruption, so European money
leaves this indicator exactly where domestic
policy leaves it. The relationship runs in the
opposite direction: control of corruption
decides whether EU transfers become
finished projects or have to be returned, so
progress here raises the value of European
funding in every other area of this report.

Access to the EU single market also yields
the baseline result of 58 years — and for
the same reason. Trade and mobility raise
incomes, but neither of them improves the
quality of Albanian institutions in the way
that the reform effort itself does.

Institutional reforms alone converge to the
EU level in 48 years, the same result as full
membership. Everything that membership
delivers on this indicator, Albania can deliver
without it, which means Albania does not
need European money to make progress here.
It is the only indicator in this report on which
domestic reform matches membership.
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Policy discussion & key recommendations

Governance is the pillar where European re-
sources change least. Domestic reform deliv-
ers the same convergence horizon as full EU
accession, while access to the EU budget and
access to the single market do not deliver any
improvement relative to the baseline, which
places the outcome in Albanian hands. All six in-
dicators improved in the most recent observed
year, which no other pillar in the report match-
es, and the pillar reaches the EU average in 37
years, with voice and accountability being the
one component still recorded as diverging. That
horizon is not comparable with the scenario fig-
ures above, which only model control of cor-
ruption, the pillar's weakest dimension, at 58
years under the baseline. Albania also leads its
Western Balkan peers on both Reform Agenda
step fulfilment and fund absorption. Control of
corruption, at 59.5% of the EU level, and rule of
law, at 66.7%, remain the weakest dimensions
and the two dimensions that citizens and firms
encounter directly. Two features of the present
moment favour action. Closing benchmarks are
now specified across all six negotiating clusters,
which gives the reform programme a timeta-
ble. And governance capacity determines what
every other pillar can absorb, so reform here
raises the return on all remaining European
funding. The recommendations begin with in-
tegrity, move through administration and ab-
sorption, and close with implementation and
accountability.

Complete the judicial and integrity archi-
tecture: Control of corruption, at 59.5% of
the EU level, is the weakest point of the pil-
lar and the one that most shapes the deci-
sions of investors and the trust of citizens.
The transitional vetting of judges and pros-
ecutors has been completed, including the
appeal phase; the reform has now entered
the post-vetting phase, focused on sustain-
ing integrity, accountability and profes-
sional standards through the permanent
justice institutions. The task now is to build
on it by extending integrity checks to sen-
ior public officials and moving asset decla-
rations onto automated verification. These
steps would turn institutional change into
measurable results, and they are among
the conditions set for closing the negotia-
tions rather than optional additions.

Protect administrative gains from polit-
ical cycles: Merit-based recruitment and
stable tenure are what make administra-
tive gains survive a change of government.
Government effectiveness has reached
78.4% of the EU level on the strength of ad-
ministrative modernisation, and protecting
that gain requires insulating appointments
from political cycles rather than adding
further reform layers.

Build absorption capacity alongside
the benchmarks: Procurement, project
management, audit and statistical capac-
ity decide whether Growth Plan and later
cohesion funding are turned into finished
roads, schools and plants. EU funds come
with deadlines and rules. Money not used
in time is withdrawn, and money spent in
breach of the rules has to be paid back.
Where capacity is weak, Albania risks los-
ing part of the funding it has been allocat-
ed. In practice, this means a draft partner-
ship agreement, a costed project pipeline,
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designated structures with defined func-
tions, a functioning electronic manage-
ment and information system, and pub-
lic accounting aligned with international
public-sector standards. These reforms
carry an immediate fiscal return and merit
front-loading.

Make implementation visible: Around
two thirds of Reform Agenda steps are
defined by outputs (e.g. the adoption of a
law, strategy or plan) rather than by mea-
surable results. Albania leads its Western
Balkan peers on step fulfilment and fund
absorption, and the Commission’s 2025
report still finds implementation trailing
adoption where it matters most: from the
justice strategy to the follow-up of audit
recommendations. Publishing imple-
mentation evidence alongside adoption
as well as reporting against outcomes
where they can be measured would let
Albania’s record be seen in full.

Strengthen voice and accountability: At
68.1% of the EU level, voice and account-
ability improved the least of the six indica-
tors and is the one recorded as diverging
over 5 years. Meaningful public consulta-
tion on draft legislation, timely responses
to access-to-information requests and a
stable role for civil society in monitoring
reform would address the dimension on
which the pillar's 5-year trend currently
rests.



ENVIRONMENT PILLAR

Albania, environment pillar indicators, nominal values
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Premature deaths due to PM 2.5 in Albania stood
at 196 per 100,000 of population aged 30 and
over.

Renewable energy share stood at 97.3% of total
capacity.

Energy intensity stood at 161 KGOE per thou-
sand euros of GDP in chain-linked volumes (2015).

Carbon intensity stood at 317 kg per thousand
euros of GDP in chain-linked volumes (2015).

Waste that is recovered stood at 23.2% of total
diverted waste.

Protected areas stood at 23.1% of land area.

Relative to the EU average, the best-performing
environment indicator was Renewable energy
share, standing at 159% of the EU level.

Protected areas are second, at 86% of the EU
average.

Energy intensity and Carbon intensity are further
back, at around 56% of the EU benchmark.

Indicator Value ks
Premature deaths due to PM 2.5 196
Renewable energy share 97.3 +
Energy intensity 161
Carbon intensity 317 *
Waste that is recovered 23.2 *
Protected areas 23.1
*
*
Albania, environment pillar, % of EU average
Premature deaths due to PM 2.5
159.3
*
86.1 28.7 Renewable
Protected . I energy share
areas
30.0
Waste that 58.5 : .
T 54.1 Energy intensity

Carbon intensity

Waste that is recovered and Premature deaths due
to PM 2.5 are the weakest points, at around just
30% of the EU average.

Albania, environment pillar, change to last year

Energy intensity
Carbon intensity -0.1
Protected areas -0.1
Waste that is recovered -0.2
Premature deaths dueto PM 2.5 -5 4
Renewable energy share -7 .2

Indicator/ years to EU
Indicator years to EU
;rsemature deaths due to PM Divergence
Renewable energy share Converged
Energy intensity 61
Carbon intensity 87
Waste that is recovered 99
Protected areas 36

08 *

Only 1 of the 6 indicators in the environment pillar
saw an improvement in 2025 relative to the EU average.

*

That was Energy intensity, which closed the gap to the EU
level by 0.8 pp.

Carbon intensity, Protected areas and Waste that is
recovered worsened slightly relative to the EU level, by
between 0.1 and 0.2 pp.

Premature deaths due to PM 2.5 worsened significantly
relative to the EU benchmark, widening the gap by 5.6 pp.

Renewable energy share was the indicator with the weak-
est performance, falling back by 7.2 pp relative to the EU
average, though it remains much higher than the EU level.

At the pace of improvement from the past 5 years,
Protected areas would need around 4 decades to close
the gap to the EU average.

Energy intensity comes second, at around 6 decades
away.

Carbon intensity and Waste that is recovered lag further
behind, needing around 9-10 decades to reach the EU
level.

Premature deaths due to PM 2.5 is diverging from the
EU average and not on track to close the gap at recent
trends.

Renewable energy share has already converged with the
EU average.
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What explains the trends in the

environment pillar?

The environment pillar stood at 59.6% of the
EU average in 2025, unchanged over the year
and the only pillar on a horizon to converge
to the EU level beyond a century. The aggre-
gate conceals an unusually wide internal spread,
from renewable generation (at 159% of the EU
level) to pollution mortality (at 29%). Albania’s
environmental position is not weak across the
board; it is exceptional in one dimension and
among the weakest in Europe in the others.

The renewable example: Renewables ac-
count for 97.3% of installed capacity, or
159.3% of the EU level, and the indicator
is recorded as converged. It also lost 7.2
pp over the year, the pillar’s largest single
movement, but this reflects faster growth
of renewable capacity in the EU rather than
a loss in Albania. Hydropower dominance is
a genuine structural advantage and a genu-
ine exposure, as output varies with rainfall.
Diversification into solar and wind is what
converts the advantage into security.

Air quality as the human cost: Premature
deaths attributable to fine particulates
stand at 196 per 100,000 of the population
aged 30 and over, or more than three times
higher than the EU average (28.7% of the
EU level), and it lost a further 5.6 pp last
year. This is the weakest indicator in the pil-
lar as well as the one with the most direct
impact on citizens.

Efficiency and carbon: Energy intensity, at
58.5% of the EU level, was the only indica-
tor to improve in the previous year, by 0.8
pp. Carbon intensity stands at 54.1%. Both
are held back by the same causes: an age-
ing building stock, limited renovation Ffi-
nancing and a transport system dependent
on road freight.

Waste as the persistent gap: Recovery
reached 23.2% of diverted waste, or 30.0%
of the EU level. Recycling infrastructure is
minimal, and enforcement of environmen-
tal standards is weak. This has been the
pillar's structural weakness for a decade,
and it is where a single instrument - recy-
cling capacity with enforcement behind it
—would deliver Fastest.

Protected areas and enforcement: Pro-
tected areas stands at 86.1% of the EU lev-
el, the pillar's second-strongest reading,
and is on a 4-decade horizon to reach the
EU average, although recent amendments
to the protected-areas law narrowed the
protection those areas carry. Inspection
capacity weakened further over the report-
ing period, which limits how far adopted
standards can translate into results.



EU accession scenarios

To better understand how different EU integra-
tion pathways might influence Albania’s environ-
mental convergence, we estimate and simulate
the same Four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning Alba-
nia receiving budget transfers (e.g. structur-
al and cohesion funds) as though it were a
member state, but without formal accession.

Access to the EU single market, meaning
full inclusion in the four freedoms of move-
ment without the broader benefits or finan-
cial transfers that come with membership.

Institutional reforms, capturing a scenar-
io in which Albania implements deep, EU-
aligned domestic reforms, particularly in rule
of law and governance, without either mem-
bership or additional external resources.

The four scenarios are then compared to the
baseline/status quo scenario. The comparisons
are again presented through the years needed to
reach the EU average.

For the environmental pillar, energy intensity is
used as the single indicator representing the pillar
to model how different EU integration pathways
might affect Albania’s environmental conver-
gence trajectory.

EU accession scenarios For
energy intensity

Scenario Years needed to
reach the
EU average
Status quo: 61 years to EU

Full EU accession:
Access to EU budget:
EU single market:

24 years to EU
36 years to EU
36 years to EU

Institutional reforms: 56 years to EU
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Energy efficiency is one of the two indicators in
this report that respond most strongly to EU in-
tegration.

Under the status quo, energy intensity
reaches the EU average in 61 years. Albania
stands at 58.5% of the EU level and has been
improving by 0.7 pp a year, which is the pace
the baseline carries forward.

Full EU accession cuts that to 24 years, more
than halving the time needed, a response
matched only by ICT services exports. EFfi-
ciency comes from replacing capital assets
(e.g. boilers, windows, factory equipment
and freight vehicles), and membership brings
both the financing that pays for replacement
and the standards that require it. For house-
holds and firms, the return arrives in the
form of lower heating bills and less exposure
to Fluctuations in the prices of imported en-

ergy.

Access to the EU budget brings it to 36
years. Structural funds are the instrument
through which building renovation and indus-
trial retrofit are financed in member states,
and energy intensity is linked in the model to
growth and control of corruption.

Access to the EU single market produces an
almost identical 36 years. Exposure to Euro-
pean product requirements and to compe-
tition in European markets forces the same
capital replacement that structural funds
would otherwise pay for, arriving at the same
horizon via a different route.

Institutional reforms alone reduce the time
needed to reach the EU level to 56 years.
This is the largest effect the institutional
channel has anywhere outside governance,
as enforcement of efficiency standards is
itself a governance function and enters this
equation directly. Regulation sets the stand-
ard, but financing pays for the replacement,
which is why the three scenarios that bring
money reach 24-36 years.
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Policy discussion & key recommendations

Environment is the pillar where European fi-
nancing changes most and where Albania fac-
es the longest convergence horizon of any
converging pillar. Together with ICT services
exports, energy intensity is the indicator that
responds most strongly to integration, with full
EU accession cutting its horizon from 61 years
to 24, as efficiency comes from replacing capi-
tal and capital replacement requires financing.
The pillar contains the widest internal spread
in the report. While the renewable share of in-
stalled capacity stands at 159% of the EU level
and is recorded as converged, the indicator for
premature deaths from fine particulates stands
at 29% and waste recovery at 30%. Three pol-
icy instruments are close to completion: the
updated National Energy and Climate Plan
has finished consultation, and draft laws on
energy efficiency and eco-design have com-
pleted public consultation. None has been
adopted yet. In addition, enforcement capacity
has weakened over the reporting period. The
recommendations therefore concern adoption,
enforcement and diversification rather than
new strategy.

Adopt the updated National Energy and
Climate Plan: Consultation is complete,
and adoption is what makes efficiency and
diversification investment bankable. The
Second National Adaptation Plan, adopted
in June 2026, covers climate resilience; the
energy and climate plan sets the efficiency
and decarbonisation pathway and remains
outstanding. The plan is the document that
unlocks Green Agenda financing, and the
scenarios identify energy efficiency as the
indicator most responsive to exactly that fi-
nancing. Adoption converts a 24-year mod-
elling result into a fundable programme.

Build inspection and assessment capac-
ity: Environmental and strategic impact
assessments are only partially aligned with
the acquis, and the inspectorate’s staff-
ing has not kept pace with the volume of
assessments. Strengthening both is what
turns adopted standards into measurable
results on waste recovery, at 30% of the EU
level, and on air quality, at 29%. Enforce-
ment capacity is also among the specified
closing conditions.

Diversify generation beyond hydropow-
er: Renewables account for 97.3% of in-
stalled capacity, and the fall of 7.2 pp over
the last year reflects faster growth of re-
newable capacity in the EU rather than any
loss in Albania. Because almost all of that
capacity is hydropower, the advantage de-
pends on rainfall. Adding solar and wind ca-
pacity would convert a weather-dependent
advantage into energy security, and, com-
bined with the grid investment recorded in
the infrastructure pillar, it would open an
export position.

Adopt the energy efficiency and eco-de-
sign laws: The law on the energy perfor-
mance of buildings, adopted in June 2025,
has set the standard for new and renovat-
ed buildings. The draft Law on Energy Ef-
ficiency and the draft law on eco-design
requirements for energy-related products
both completed public consultation by De-
cember 2025, but neither has been adopt-
ed yet. They are the instruments through
which the energy-efficiency obligation and
product standards reach households and
firms, and the efficiency gains the scenar-
ios identify cannot be delivered without
them. Adoption is a legislative decision
rather than a financing one.



Build the climate monitoring framework:
The monitoring, reporting, verification and
accreditation framework is a prerequisite
for an emissions trading system by 2030.
Although due in December 2025, it remains
to be completed. Establishing it would give
Albania the measurement basis for carbon
pricing, for the carbon border adjustment
mechanism (CBAM) its exporters will face,
and for credible reporting on the carbon-in-
tensity indicator recorded here.

Cut air pollution at source: The indicator
for premature deaths from fine particu-
lates stand at 29% of the EU level, and the
indicator is worsening. The sources are
identifiable: an ageing vehicle Fleet, sol-
id-fuel household heating and construction
dust in urban areas. Vehicle emission stan-
dards with roadworthiness enforcement,
support for cleaner household heating,
and extending monitoring beyond Tirana
would address the pillar's weakest indica-
tor directly, and the health returns would
arrive faster than from any other environ-
mental measure.

Build the basic waste recovery chain:
Waste recovery, at 30% of the EU level, is
the pillar's second-weakest indicator and
the one furthest from any European tar-
get. Separate collection in the larger mu-
nicipalities, sorting and recycling capacity,
and extended producer responsibility for
packaging are the minimum sequence, and
municipal capacity is the binding constraint
on each. Landfill charges that make recov-
ery the cheaper option would fund the
transition rather than compete with it for
budget funding.
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DIGITALISATION PILLAR

Albania, digitalisation pillar indicators, nominal values

Indicator Value
Households with internet access 99.3
Use of e-government services 62.1
Enterprises with websites 61
ICT services exports 1.0
Value added in ICT 2.8
Eficﬁgle with at least basic digital 77.4

Albania, digitalisation pillar, % of EU average

Households with internet access

104.8

89.5 107.7

People with at least Use of
basic digital skills e-go_vernment

services

49.6 18.5
Value 79.2
added in Enterprises

ICT  |CT services exports with websites

Households with internet access in Albania
stood at 99.3%.

Use of e-government services stood at
62.1% of population.

Enterprises with websites stood at 61%.

ICT services exports stood at 1.0% of GDP.

Value added in ICT stood at 2.8% of total
value added.

*
*
*
*
*
*

People with at least basic digital skills stood
at 77.4%.

% Two indicators from this pillar are already
better than the EU average: Use of e-govern-
ment services, standing at 108% of the EU
level, and Households with internet access, at
105% of the EU average.

% People with at least basic digital skills and
Enterprises with websites are at 90% and
80% of the EU level, respectively.

% Value added in ICT is lower, at around 50%
of the EU level.

% ICT services exports remain the weakest link,
standing at just 19% of the EU average.

Albania, digitalisation pillar, change to last year

% 3 of the 6 indicators in the digitalisation pillar
saw an improvement in 2025 relative to the EU

digital skills

Enterprises with websites 43 average.
q % The biggest improvement was in Enterprises with
JET B es e perts 1.6 websites, which closed the gap to the EU level by
Households with internet access 0.6 SRR
% ICT services exports and Households with internet
People with at least basic digital skills 0.0 access improved by 1.6 and 0.6 pp relative to the
EU average, respectively.
Value added in ICT -1.3 % People with at least basic digital skills stagnated,
: while Value added in ICT widened its gap to the EU
Use of e-government services -13.1 level by 1.3 pp.
% Use of e-government services was the indicator
with the weakest performance, falling back by
. 13.1 pp relative to the EU average (though still
Indicato F/ years to EU exceeding the EU level).
Indicator years to EU At the pace of improvement from the past 5 years,
T People with at least basic digital skills need 5 years to
?&léssihdds with internet Conve rged close the gap to the EU average, while Enterprises with
: websites would need around 11 years.
Use of e-government services Conve rged ICT services exports lag behind, needing around 8 de-
Enterprises with websites 11 cades to reach the EU level.
ICT services exports 77 Value added in ICT is diverging from the EU average
. 5 rather than converging.
Value added in ICT Dlvergence Households with internet access and Use of e-gov-
People with at least basic 5 ernment services have already converged with the EU

average.




What explains the trends in
the digitalisation pillar?

Digitalisation stood at 72.8% of the EU av-
erage in 2025, making it Albania’s strongest
pillar and the fastest-converging one in the
report, at 9 years to EU level. The pillar ad-
vanced 0.8 pp over the prior year, while its most
visible indicator, use of e-government services,
fell 13.1 pp after gaining 30.6 pp the year be-
fore.

What actually happened to e-govern-
ment: Reported use of e-government
services fell from 67.9% to 62.1% of the
population in 2025, following an unusually
high reading in 2024. The decline reflects
a real change in Albania rather than a rise
in the EU average. Since May 2022, most
public services can only be requested on-
line through the e-Albania portal, so using
them is largely a matter of necessity rather
than choice. Albania nonetheless remains
above the EU level, at 107.7%, and the indi-
cator is still recorded as converged.

Connectivity is complete: Household in-
ternet access reached 99.3%, or 104.8%
of the EU level. Albania is ahead of the EU
on this measure, and there is no remaining
access gap to close. Digital skills stand at
89.5% of the EU level.

Business adoption is the year’s real gain:
Enterprises with websites rose from 57.7%
to 61%, gaining 4.3 pp to reach 79.2% of
the EU level, which represents the stron-
gest movement in the pillar. Private digital
adoption is now advancing faster than pub-
lic service use, which is a healthier compo-
sition than last year's.

The tradable gap: ICT services exports
stand at 1.0% of GDP, or 18.5% of the EU
level, making this the weakest indicator in
the pillar despite a 1.6 pp gain. Value add-
ed in ICT fell to 2.8% of total value added,
at 49.6% of the EU level, and is diverging.
While both indicators are below the EU lev-
els, ICT value added s the higher of the two,
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implying that ICT activity in Albania is ori-
ented towards the local market rather than
foreign customers. Three features of the
sector point the same way: Firms are small
and sell services rather than products, so
revenue follows individual contracts rather
than anything that scales across borders.
Basic digital skills are close to European
levels, at 89.5%, while the advanced skills
an export sector requires are not evident
in the export figures. And Albanian digital
trust services are not yet recognised in the
EU, which is among the specified closing
conditions in this area. Reducing this gap
will take measures geared towards sup-
porting ICT exports.

Consumption ahead of production: Con-
nectivity stands at 104.8% of the EU level
and e-government at 107.7%, while ICT
services exports stand at 18.5% and value
added in ICT at 49.6%. Albanians use digital
services at European levels, and Albanian
firms do not yet produce them at European
levels (and export them even less). Closing
that distance is what would turn a public
administration achievement into a source
of growth.

The regulatory foundations: A nation-
al cybersecurity emergency and crisis re-
sponse team was established in December
2025 in line with NIS2 requirements, and a
legal framework for start-up support fea-
turing a grant scheme for small firms, in-
cubators and accelerators was put in place
at the end of the year. Albania has also re-
ported joining the EU’s trusted list for vali-
dation of advanced electronic signatures, a
step towards mutual recognition of digital
trust services. These are the foundations
that a digital export sector would need.
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EU accession scenarios

To better understand how different EU integra-
tion pathways might influence Albania’s digital-
isation convergence, we estimate and simulate
the same four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning
Albania receiving budget transfers (e.g.
structural and cohesion funds) as though it
were a member state, but without formal
accession.

Access to the EU single market, mean-
ing full inclusion in the four freedoms of
movement without the broader benefits
or financial transfers that come with mem-
bership.

Institutional reforms, capturing a sce-
nario in which Albania implements deep,
EU-aligned domestic reforms, particularly
in rule of law and governance, without ei-
ther membership or additional external re-
sources.

The four scenarios are then compared to the
baseline/status quo scenario. The comparisons
are again presented through the years needed
to reach the EU average.

For the digitalisation pillar, ICT services ex-
ports is used as the single indicator repre-
senting the pillar to model how different EU
integration pathways might affect Albania’s
digitalisation convergence trajectory.

EU accession scenarios
For ICT services exports

Scenario Years needed to
reach the
EU average
Status quo: 77 years to EU

Full EU accession:
Access to EU budget:
EU single market:

29 years to EU
54 years to EU
35 yearsto EU

Institutional reforms: 77 years to EU

Albania’s digital sector has more to gain from
opening up than almost anything else in the
economy.

Under the status quo, ICT services exports
reach the EU average in 77 years. Albania
stands at 18.5% of the EU level, the weak-
est indicator in an otherwise fast-converg-
ing pillar, and has been improving by 1.1 pp
a year.

Full EU accession cuts that to 29 years, the
largest absolute acceleration recorded in
this report. ICT exports respond to growth,
EU budget transfers and exports to the EU,
and full membership is the only scenario
that brings all three into play at once.

Access to the EU budget brings it to 54
years. Transfers raise ICT exports both
through the growth path and directly,
which makes money useful here, and it is
still considerably less effective than open-
ing the market to Albanian providers.

Access to the EU single market alone re-
duces the gap to 35 years, the strongest
single market effect anywhere in this re-
port. Digital services are not subject to the
transport, border and customs costs that
constrain goods trade, so market access is
the dominant requirement for such firms.
Albanian firms could serve the European
market today; what they lack are advanced
skills and the EU recognition of Albanian
digital trust services.

Institutional reforms alone leave the fig-
ure at 77 years, unchanged from the base-
line. Governance quality does not by itself
create foreign customers for Albanian dig-
ital services, and in the model, control of
corruption has no direct effect on ICT ex-
ports.
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Policy discussion & key recommendations

Albania consumes digital services at European
levels and produces them at a fraction of that.
Household connectivity stands at 99.3%, and
use of e-government services remains above
the EU average even after falling over the year,
while ICT services exports stand at 1.0% of GDP
and value added in ICT has fallen to 2.8% and
is diverging. The sector’s domestic output ex-
ceeds its exports by a wide margin, which means
that Albanian ICT firms are serving the home
market rather than international ones, and a
market of that size caps how far they can grow.
The pillar is nonetheless the fastest-converging
one in the report, at 9 years to the EU level, and
the composition of that convergence is shifting.
Business adoption produced the strongest gain
of the year as enterprises with websites rose to
79% of the EU level, while public service use fell
back after an exceptional rise the year before.
The scenarios identify this pillar as the one with
the most to gain from single market access -
and by a wider margin than any other indicator
in the report. The recommendations therefore
concentrate on converting digital capability
into digital earnings.

Build export capacity in digital services:
ICT services exports, at 1.0% of GDP, are
the pillar's weakest indicator and the one
most responsive to market access. Skills
pipelines aimed at tradable services as well
as firm-level support for companies selling
abroad would convert existing connectivity
into export earnings. Single market access
alone would cut the convergence horizon
from 77 to 35 years, and Albanian firms
need to be ready to use it.

Consolidate the gains in e-government:
Use of e-government services stands at
107.7% of the EU level, which is above the
European average, after a fall of 13.1 pp
that followed a rise of 30.6 pp the year be-
fore. Service reliability, usability and mea-
sured take-up are what hold a position al-
ready won. Stabilising the platform at that
level is a stronger result than adding fur-
ther services to it.

Complete alignment with the digital ac-
quis: Regulatory independence in elec-
tronic communications, digital services,
digital trust and cybersecurity is among
the specified closing conditions, and it is
also what will allow Albanian digital trust
services to be recognised in the EU. The
cybersecurity response team established
in December 2025 is a start, and the regu-
latory framework around it will determine
whether Albanian firms can sell into Euro-
pean markets.

Grow value added in ICT: Value added in
ICT has fallen to 2.8% of total value added
and is diverging from the EU, so digital ac-
tivity is not moving into higher-value work.
The start-up framework and grant scheme
established at the end of 2025 provide an
instrument, and directing it towards firms
building products rather than providing
services would raise the value retained in
Albania.

Turn basic digital skills into advanced
ones: Basic digital skills stand at 89.5%
of the EU level, which is sufficient for citi-
zens to use digital services but insufficient
to staff a digital export sector. Advanced
training, university programmes aligned
with employer demand, and retention of
graduates would address the constraint
that firm-level support alone cannot re-
solve.
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INFRASTRUCTURE PILLAR

Indicator Value % Length of motorways in Albania stood at 17 km
Length of motorways 17 per 10,000 km2.
% Length of roads stood at 1,276 km per 10,000
Length of roads 1,276 km2
Railway tracks 88 % Railway tracks stood at 88 km per 10,000 km2.
Electricity installed capacity 1,250 % Electricity installed capacity stood at 1,250 MW
Safely managed sanitation facilities 69.3 per 10,000 km2.
Safely managed water supply 70.8 % Safely managed sanitation facilities stood at
69.3% of population.
% Safely managed water supply stood at 70.8% of
population.
Albania, infrastructure pillar, % of EU average
Length of motorways % Relative to the EU average, the best-performing
infrastructure indicator was Safely managed
Length of sanitation facilities, standing at 77% of the EU
12.7 roads level.
Safely managed 7.6 % Safely managed water supply was close behind,
water supply 7.9 at around 73% of the EU average.
% Electricity installed capacity was behind, at 30%
9.5 of the EU level.

Railway tracks % The remaining three indicators — Railway tracks,

76.7 29.9 Length of roads and Length of motorways —
Safely managed were far behind, at around just 8-9% of the EU
sanitation facilities Electricity average.

installed capacity

Albania, infrastructure pillar, change to last year

% 3 of the 6 indicators in the infrastructure pillar

Length of motorways 3.7 saw an improvement in 2025 relative to the EU
average.

Safely managed sanitation facilities 2.8 % The biggest improvement was in Length of motor-

e ) ways, which closed the gap to the EU level by 3.7

Electricity installed capacity 0.7 PP

Length of roads 0.0 % Safely managed sanitation facilities was close be-
hind, closing 2.8 pp of the gap to the EU average.

Safely managed water supply 0.0 % Electricity installed capacity improved by 0.7 pp

relative to the EU level.

% Safely managed water supply, Length of roads,
and Railway tracks stagnated, showing virtually no
change relative to the EU average.

Railway tracks 0.0

Indicator/ years to EU

% Atthe pace of improvement from the past 5 years,

Indicator years to EU Safely managed sanitation facilities would need around
Length of motorways 61 8 years to close the gap to the EU average.
- % Length of motorways lags further behind, needing

Length of roads Divergence around 6 decades to reach the EU level.
Railway tracks 100+ % Railway tracks and Electricity installed capacity remain

T - far slower, with more than 100 years needed to reach
Electricity installed capacity 100+ the EU level at current trends.
Safely managed sanitation 8 % Length of roads and Safely managed water supply are
Facilities diverging from the EU average and not on track to close

the gap at recent trends.

Safely managed water supply  Divergence




What explains the trends in
the infrastructure pillar?

Infrastructure stood at 34.1% of the EU av-
erage in 2025, gaining 0.1 pp, and it remains
the weakest pillarin the report alongside the
economic one. Within it, the split is stark. Wa-
ter and sanitation reach roughly three quarters
of EU levels, yet transport networks reach less
than a tenth. Albania’s infrastructure deficit is
specifically a transport deficit.

Transport density: Motorways stand at
17 km per 10,000 km?, or 7.6% of the EU
level, and roads at 7.9%. Railway tracks are
at 9.5% and did not move. Motorways nev-
ertheless recorded the pillar's strongest
gain, at 3.7 pp, which represents the larg-
est annual movement in this indicator in
the series.

Projects are advancing: The Tirana-Durrés
railway and its airport connection are ap-
proximately 80% complete. These are real
additions to a very small base. Corridor VIl,
the connection towards North Macedonia,
saw no significant progress in the report-
ing period.

Delivery is the constraint, not Financing:
Under-execution of public investment re-
curs year after year and is explicitly slow-
ing the build-up of the capital stock. Re-
construction of the rail network depends
heavily on external financing, and there are
systematic delays in signing loan and grant
agreements with international financial in-
stitutions, accompanied by significant cost
increases against original estimates. The
Road Asset Management System is not be-
ing used to its full extent, so inadequate
maintenance erodes assets that have al-
ready been paid for.
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Water and sanitation are the pillar’s con-
verging half: Safely managed sanitation
reaches 69.3% of the population, or 76.7%
of the EU level, gaining 2.8 pp and on an
8-year convergence horizon, the shortest
in the pillar. Water supply reaches 70.8% of
the population.

Electricity capacity as the pillar’s second
deficit: Installed capacity stands at 1,250
MW per 10,000 km?, or 29.9% of the EU lev-
el, and improved 0.7 pp over the prior year.
Albania inherited a high renewable share
from an earlier period of hydropower build-
ing, but generation capacity itself has not
seen any new investment of consequence
since then, which leaves it well below the
EU level and makes it the constraint on ex-
ploiting the renewable position recorded
in the environment pillar.

Transport and grid limits constrain the
other pillars: Transport density limits
trade, tourism outside the coastal corridor
and regional integration, and grid capac-
ity limits energy exports. Infrastructure is
the pillar through which the weaknesses of
the economic and environment pillars are
transmitted.
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EU accession scenarios

To better understand how different EU integra-
tion pathways might influence Albania’s infra-
structure convergence, we estimate and simu-
late the same four scenarios from above:

Full EU membership, assuming immediate
accession with all accompanying rights and
obligations.

Access to the EU budget, envisioning
Albania receiving budget transfers (e.g.
structural and cohesion funds) as though it
were a member state, but without formal
accession.

Access to the EU single market, mean-
ing full inclusion in the four freedoms of
movement without the broader benefits
or financial transfers that come with mem-
bership.

Institutional reforms, capturing a sce-
nario in which Albania implements deep,
EU-aligned domestic reforms, particularly
in rule of law and governance, without ei-
ther membership or additional external re-
sources.

The four scenarios are then compared to the
baseline/status quo scenario. The comparisons
are again presented through the years needed
to reach the EU average.

For the infrastructure pillar, length of roads is
used as the single indicator representing the
pillar to model how different EU integration
pathways might affect Albania’s infrastructure
convergence trajectory.

EU accession scenarios
For Length of roads

Scenario Years needed to
reach the
EU average
Status quo: Divergence
Full EU accession: 100+ years to EU
Access to EU budget: Divergence

EU single market: 100+ years to EU

Institutional reforms: Divergence

Under the status quo, road density is diverging
from the EU average. It stands at 7.9% of the EU lev-
el, above the prior-year level but still below the levels
recorded in 2019 and 2020, and the average change
across the past 5 years is negative. Road quality has
improved, and motorways recorded their largest gain
in the series, but road density itself does not show
any meaningful improvement.

Full EU accession turns the annual change
positive and still leaves the indicator be-
yond 100 years. Road density responds to
exports to the EU and to net migration, and
aremaining gap of more than 90 pp cannot
close at that pace.

Access to the EU budget returns diver-
gence, as in the baseline. This is the least
intuitive result in the report, and it follows
from how the model is built: budget trans-
fers are not part of the calculation for road
density, so European money on its own
does not build any roads here.

Access to the EU single market delivers
the same result as full accession (i.e. a hori-
zon of more than 100 years) because it ac-
tivates precisely the two channels that this
indicator responds to (i.e. exports to the
EU and net migration), and those two carry
the whole of the accession effect.

Institutional reforms alone leave the in-
dicator diverging, as in the baseline. In the
model, control of corruption does not af-
fect road density, although in practice gov-
ernance is what determines whether roads
are prepared, financed and built.
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Policy discussion & key recommendations

Albania’s infrastructure deficit is concen-
trated in transport and, to a lesser extent,
electricity generation. Water and sanitation
reach roughly three quarters of EU levels, with
sanitation having the shortest convergence ho-
rizon in the pillar, at 8 years, while motorways
stand at 7.6% of the EU level and roads at 7.9%.
Electricity capacity sits at 29.9% of the EU level
and, despite a renewable share inherited from
an earlier period of hydropower building, it
has not seen any new investment. Projects are
advancing: the Tirana-Durrés railway and its
airport connection are around 80% complete.
Delivery rather than financing is the constraint,
and it operates through capital budget execu-
tion, the timing and cost of external financing
agreements, and the use of the road asset man-
agement system. The government’s own frame-
work commits public investment above 5% of
GDP through 2029, which confirms that the en-
velope is available. The following recommenda-
tions concern the capacity to spend it.

Strengthen project preparation and exe-
cution capacity: Albania signs internation-
al financing agreements later than planned
and at costs above original estimates. Both
delays and cost overruns stem from short-
comings in the earlier feasibility and cost-
ing work. Dedicated preparation capacity
applying standardised appraisal would
raise delivery from the financing already
committed. Alignment on road charging
and tolling and on intelligent transport
systems, together with an operational in-
dependent rail regulator, safety authority
and investigating body, form part of the
same institutional build and is aligned with
accession requirements.

Protect capital budgets across years: An-
nual reallocation disrupts multi-year pro-
jects and is a principal cause of under-ex-
ecution. Ring-fenced multi-year capital al-
locations, with a published pipeline against
which progress can be tracked, would con-
vert commitments into completed assets
and make the government’s own 5%-of-

GDP investment commitment meaningful
in practice.

Fund maintenance and use the systems
already in place: The road asset man-
agement system exists but is under-used.
Maintenance neglect degrades assets fast-
er than new construction adds them, which
helps explain why road density remains be-
low its 2019 and 2020 levels despite con-
tinued investment. Funding maintenance
from a protected line as well as allocating
it on the basis of the system’s own data
would preserve investment that has al-
ready been paid for.

Complete the regional corridor connec-
tions: Corridor VIII towards North Mace-
donia did not record any significant pro-
gress in the reporting period, while the
Tirana-Durrés rail link is approaching com-
pletion. Corridor connections determine
whether Albanian ports serve a regional
hinterland or a national one, and they carry
returns in trade and tourism that domestic
road density alone does not.

Invest in generation and grid together:
Electricity capacity stands at 29.9% of the
EU level and is the constraint on exploit-
ing the renewable position recorded in the
environment pillar. Transmission and in-
terconnection investment would allow Al-
bania to export surplus generation and to
absorb the solar and wind capacity that di-
versification requires, and one investment
addresses weaknesses in two pillars. Grid
capacity is necessary but not sufficient.
Generation itself has not seen any new
investment of consequence, so public in-
vestment in energy — alongside the private
capacity that diversification requires - is
what turns transmission into exportable
power.
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Conclusions

Albania stands at 60.8% of the EU level of
well-being, unchanged over the past year.
The 5-year record is better, with an average
gain of 1.1 pp a year, which places the country
35 years away from the EU level on present
trends. Behind that single figure, the eight ar-
eas examined in this report are not moving to-
gether, and the distance between them is the
first thing to understand about Albanian con-
vergence. Digitalisation is 9 years from the EU
average and health 15 years. The economic and
governance areas sit at around 4 decades, ed-
ucation at around 80 years, infrastructure at
around 95 years, and the environment at more
than a century. The social pillar is not converg-
ing at all. In short, Albania is close to European
standards in several parts of daily life and a life-
time away in others.

The split runs along a single line. Where con-
vergence depends on households, connectiv-
ity and services that spread cheaply, Albania
is close to European levels. Where it depends
on investment that has to be budgeted, ten-
dered, built and then maintained, it is fur-
thest behind. That dividing line is largely one
of cost. Public investment is committed above
5% of GDP through 2029 - but, year after year,
the capital budget is not fully spent. The sce-
narios sharpen this reading rather than soften
it: European resources and domestic reform act
on different indicators, and neither substitutes
for the other. What follows sets out the trends
area by area, what explains them and what has
to be done about them. What the report finds,
across all eight, is a state that adopts faster
than it delivers.

Main trends

Overall well-being in Albania reached
60.8% of the EU level in 2025, unchanged
over the year and improving by 1.1 pp a
year over the past 5. On that pace, the EU
average is 35 years away.

The spread across areas is wide, from dig-
italisation at 73% of the EU level to infra-
structure at 34%. Albania is not uniformly
behind; it is close to EU standards in sev-
eral areas of daily life and far behind in
the physical and productive base. The dif-
ference comes largely from cost. Internet
connectivity and online services can be
extended quickly and cheaply, while roads,
railways, energy and industry need large in-
vestments sustained over many years. But
in Albania, capital budgets have repeatedly
been approved but not fully executed.

Digitalisation and health are the Ffast-
est-converging areas, at 9 and 15 years
away from the EU benchmark, respective-
ly. Environment is the slowest of the con-
verging areas, at more than a century, and
the social pillar is not converging at all. The
reasons differ by area. Digitalisation has
been converging because household con-
nectivity and business adoption needed
little public capital. Health has also been
catching up because Albania delivers near-
EU longevity on 3.5% of GDP, with house-
holds meeting 48.3% of the cost. Environ-
ment is held back by air quality and waste
recovery, both at around 30% of the EU
level. In both areas, the necessary rules are
either still being prepared or are not prop-
erly enforced, and the capacity to inspect
and sanction has weakened. Social con-
vergence is stalling because employment
growth has not reached the bottom of the
distribution, and social protection spend-
ing, at 3.9% of GDP, is itself diverging.



The strongest annual gains were in health
and governance, at 3.6 and 1.6 pp, respec-
tively. The largest slide was in the social
pillar.

The economic pillar, at 38.8% of the EU
average, gained 0.6 pp and reached its
highest recorded level, while convergence
slowed after an unusually strong 2024,
growth eased to 3.7%, and both industry
and agriculture contracted. Investment per
capita, at 48.6% of the EU average, carries
the pillar, and wages converged fastest
of all its indicators, from the lowest base.
Pensions, at 18.9%, remain the structural
gap, and what determines them is the con-
tributor base rather than the pension rules.

Infrastructure is the weakest area, at 34%
of the EU average, and the gap there is not
a financing one. Road density is diverging,
motorways stand at 7.6% of the EU level,
and electricity capacity at 29.9%, with no
new generation investment behind it. The
capital budget that would move all three
is committed at above 5% of GDP through
2029, but it is not being fully spent.

Three areas show the same pattern: out-
comes close to EU levels alongside inputs
that are not. Health achieves near-EU lon-
gevity on half the EU’s relative spending.
Education has reached the EU level for
tertiary enrolment, but largely because
the 2023 census reduced the population
against which the rate is measured, while
learning outcomes, attainment and the
school-to-work transition all diverge. Em-
ployment approaches EU levels, while the
income share of the poorest fifth diverges.
In each case, the outcome is being carried
by households, emigration or shrinking co-
horts rather than by the system meant to
produce it, which is why none of the three
is secure.
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Delivery against the Reform Agenda shows
the same pattern as the rest of the report.
Albania leads the Western Balkans in terms
of step fulfilment and fund absorption, and
around two thirds of the Agenda’s steps are
defined by outputs (e.g. the adoption of a
law, strategy or plan) rather than by meas-
urable results. The European Commission’s
2025 report finds implementation still
trailing adoption in the areas that carry the
most weight, from the justice strategy to
the follow-up of audit recommendations.
Adoption runs ahead of demonstrable im-
plementation, and the indicators in this re-
port show where the gap falls.
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Policy and the European Union

Delivery,ratherthanfinancing,isthebinding
constraint, as the infrastructure pillar sets
out. The government’'s own framework
commits public investment above 5% of
GDP through 2029, but the capital budget
is not fully spent. Capital budget execution
is therefore the single measure that would
move the most indicators at once, and this
one institutional weakness explains the
infrastructure result as well as much of the
economic one.

The scenarios show that resources and
reform are complements rather than
alternatives. Full EU accession consistently
outperforms access to the EU budget or
singlemarketaccessalone,andinstitutional
reform without resources rarely changes
the time needed to reach the EU level.
For example, EU funds alone or access to
the single market alone would each bring
Albania’s economy to the EU average about
6 years sooner. In health, neither of them
on its own would bring Albania any closer
to the EU level.

Governance is the exception — and the
precondition. It is the only area where
institutional reforms perform as well as
full EU accession, and it also determines
whether resources in every other area
can be absorbed. The completed vetting
of judges and prosecutors, followed by
integrity checks that can be verified, is
what carries it, and it should be sequenced
first for that reason rather than because
accession requires it.

Energy efficiency and exports of digital
services are the two areas that gain most
from closer ties with the EU: under full
membership, the time needed to reach
the EU level falls by more than half. They
are also where gradual access to the single
market would show results First. For this
to happen, Albania needs to adopt the
updated National Energy and Climate Plan

and the draft laws on energy efficiency
and eco-design; the law on the energy
performance of buildings was adopted
in June 2025. In the digital area, it needs
more people with advanced digital skills
and closer alignment of its rules with those
of the EU.

Social convergence responds least.
Only the scenarios carrying EU budget
resources move it, and the horizon stays
long even then. The instruments that close
this gap are domestic and fiscal, and they
run through the adequacy of transfers
and the width of the contributor base. EU
resources make them affordable rather
than unnecessary.

In health and education, results are being
carried by households and shrinking
cohorts rather than by the systems meant
to produce them. Household exposure to
out-of-pocket health costs and the distance
between entering university and leaving it
with a degree are the weak points in each.

Closing benchmarks are now defined
across all six negotiating clusters. They
convert convergence from an aspiration
into a specified list of conditions with a
timetable, and they align closely with the
weakest indicators in this report.

Albania’s digital transformation shows
that rapid convergence is achievable
when policy, financing and institutional
ownership align, and the health system
shows the same in terms of outcomes,
delivering near-EU longevity on half the
EU’s relative spending. Both were built
domestically. The task of the next 5 years is
to reproduce that alignment in transport,
social protection and the rule of law. The
recommendations that follow set out how,
grouped by the actor able to act on them.
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Recommendations by policy actor

The findings above translate into a defined set
of asks. They are grouped by the actor able to
act on them, and each is drawn from the pillar
discussions earlier in this report.

Reduce household exposure to health
costs: Out-of-pocket payments, at 48.3%
of total health spending, are the weakest
indicator in the health pillar. Broadening in-
surance coverage, defining a benefits pack-

a) National policymakers and gov- age, requlating pharmaceutical pricing and

ernment institutions

Execute the investment already budget-
ed: Public investment is committed above
5% of GDP through 2029, and across the
economic and infrastructure pillars, the
problem is not the size of the budget but
how much of it is actually spent. Opera-
tionalising the public investment manage-
ment framework and the National Single
Project Pipeline, ring-fencing multi-year
capital allocations and funding mainte-
nance through the road asset management
system would convert commitments into
completed assets.

Widen the contributor and revenue base:
Tax expenditures estimated at 4-5% of
GDP and widespread under-declaration of
wages hold revenue near 28.6% of GDP.
Publishing the completed review of ex-
emptions, withdrawing those that cannot
be justified, and giving labour inspection
the staffing and sanctioning powers to
change employer behaviour would help
raise pensions from 18.9% of the EU aver-
age and public health spending from 3.5%
of GDP.

Make transfers reach the bottom of the
distribution: Employment stands at 97.6%
of the EU level, while the income share
of the poorest fifth is not converging. In-
dexing the economic assistance benefit,
extending coverage in rural areas and ex-
panding childcare places for children under
3 years old would address both the trans-
fer gap and the gender employment gap,
which has lost ground in 2 successive years.

retaining medical staff through pay and ca-
reer structures would protect and poten-
tially improve outcomes Albania currently
achieves on roughly half the EU’s relative
spending.

Direct the demographic dividend to edu-
cation quality: Pre-university enrolment is
falling by around 1% a year. Holding the ed-
ucation budget constant as cohorts shrink
would fund teacher training, standardised
assessment and expanded dual vocational
places without a new fiscal claim. This is
also the route to closing the gap between
enrolment, which now matches the EU lev-
el largely because of the census revision,
and attainment and learning outcomes,
which are diverging.

Complete the integrity architecture and
protect administrative gains: With judicial
vetting completed, the next steps are to
extend integrity checks to senior public of-
ficials, move asset declarations onto auto-
mated verification and insulate civil service
recruitment from political cycles; these are
among the conditions set for closing the
negotiations. Governance also determines
what every other pillar can absorb, which is
why it should be sequenced First.

Adopt the three environment instru-
ments that have completed public con-
sultation: The updated National Energy
and Climate Plan and the draft laws on
energy efficiency and eco-design have all
completed public consultation, but none
has been adopted. Adoption is a legislative
decision rather than a financing one, and
it is what makes efficiency and diversifica-
tion investment bankable.



46

*

@ converge2.eu

b)

Convert digital capability into digital
earnings: Connectivity, at 99.3%, and
e-government use above the EU average
coexist with ICT services exports at 1.0%
of GDP and value added in ICT diverging.
Advanced digital skills, firm-level support
for companies selling abroad, and a start-
up framework directed at products rather
than services would move the pillar from
consumption to production.

European Union institutions and
member states

Tie disbursement to verified outcomes
rather than adopted legislation: Around
two thirds of Reform Agenda steps are
defined by outputs (e.g. the adoption of a
law, strategy or plan) rather than by meas-
urable results. Requiring implementation
evidence alongside adoption would show
Albania’'s genuine lead on step fulfilment
and absorption in full and would make the
same standard meaningful across the re-
gion.

Front-load absorption-capacity reforms:
Procurement, managing authorities, audit
arrangements and statistical capacity de-
cide whether Growth Plan and then cohe-
sion funding are turned into finished pro-
jects or partly lost. Financing these first
carries an immediate fiscal return and con-
ditions everything that follows.

Phase single market access where the re-
turnis earliest: Digital services and energy
efficiency are the two areas in this report
most responsive to integration, with single
market access cutting the time needed to
reach the EU level from 77 to 35 years and
from 61 to 36 years, respectively. Selective
early access in these sectors would pro-
duce measurable convergence well before
accession concludes.

Treat health as the exception requiring
its own instruments: Health is the one pil-
lar where money alone changes nothing:
access to the EU budget and single mar-
ket access each leave life expectancy more
than 100 years from the EU level, while Full
membership delivers 26 years. What mem-
bership adds is health-financing standards
and workforce mobility, so support should
be channelled through health-specific in-
struments rather than general transfers.

Include the Western Balkans in the next
EU budget as pre-members: Social con-
vergence only responds to scenarios carry-
ing EU budget resources, and the horizon
remains long even then. Cohesion-style
access ahead of membership is the instru-
ment that makes domestic redistribution
affordable rather than unnecessary.

Judge progress on comparable conver-
gence indicators: converge2eu tracks the
same indicators across all six Western Bal-
kan economies on a consistent annual ba-
sis, and it can be used to test whether EU
engagement is producing socioeconomic
catch-up or only formal alignment.



c) Regional and international

organisations

Monitor convergence outcomes, not
only legal alignment: The Regional Co-
operation Council, CEFTA and the Energy
and Transport Communities should or-
ganise peer review around measurable
convergence indicators, working with con-
verge2eu and comparable initiatives, so
that governments are compared based on
results rather than on reform announce-
ments.

Coordinate infrastructure Financing un-
der a single framework: The EBRD, EIB,
World Bank and IMF should align lending
with the Growth Plan and the Connectivity
Agenda, prioritising Corridor VIII towards
North Macedonia, which recorded no sig-
nificant progress in the reporting period,
and the transmission and interconnection
capacity that Albania’s renewable position
requires.

Support the institutional build behind
absorption: Technical assistance on pro-
ject preparation and execution, mer-
it-based recruitment and statistical capac-
ity is what converts Albania’s Reform and
Growth Facility allocation and future cohe-
sion funding into delivered projects rather
than committed sums.
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d) Civil society, academia and think

tanks

Monitor implementation rather than
adoption: This report’'s own finding that
adoption runs ahead of demonstrable im-
plementation defines the highest-value
role for independent monitoring: tracking
whether adopted measures change out-
comes, and publishing the evidence where
they do not.

Make convergence legible to the public:
Research institutes and universities can
connect indicator movements to what cit-
izens actually experience, from waiting
times and school results to transport and
energy bills, so that convergence is under-
stood as a measure of daily life rather than
a technical benchmark.

Build regional analytical networks:
Joint work across the WB6 on shared con-
straints, particularly absorption capacity
and school-to-work transitions, produces
comparable evidence and strengthens the
case for regional instruments that no sin-
gle country can secure alone.
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Methodological note

What do the different numbers mean?

% of EU average: shows the current level
of a specific indicator compared with the
EU average.

Year-on-year rate of change: shows how
the gap to the EU changed compared with
the previous year in percentage points

(Pp).

Rate of change over the past 5 years:
shows the average annual pace of change
over the last 5 years, capturing whether
the indicator has been improving or wors-
ening recently.

Years to EU: shows how long it would take
for a country to reach the EU average for
the given indicator, assuming the recent
pace of change continues.

How do we calculate the numbers For individ-
ual indicators?

% of EU Average: calculated as the native value
of a certain indicator in a certain country, com-
pared with the corresponding EU average.

Example: If the average wage in Serbia is EUR
1,150 and the average wage in the EU is EUR
3,000, then Serbia's wage level is 38% of the EU
average (1,150/3,000).

For indicators where lower values mean better
outcomes (e.g. unemployment, child mortality,
etc.), the calculation is reversed so that a high-
er percentage always indicates better perfor-
mance.

Example: If the unemployment rate is 11% in Al-
bania and 6% in the EU, Albania’s relative level is
55% of the EU average (6/11).

Rate of change over the past 5 years: calcu-
lated as the simple average of the year-on-year
changes in the indicator measured as a percent-
age of the EU average over the last 5 years.
Example: If public health spending in North
Macedonia, measured as a share of the EU av-
erage, changed by-0.4, +7.2,-2.7,-2.1 and +0.2
pp, the 5-year rate of change is +0.4 pp.

Years to EU: calculated by comparing the re-
maining gap to the EU average with the speed
of progress over the last 5 years. It shows how
many years it would take to close the gap if re-
cent trends continue.

Example: If Montenegro’s GDP per capita is 55%
of the EU average (a gap of 45 pp) and it has
been catching up by 0.9 pp per year, it would
take about 50 years to reach the EU level.

How do we calculate the numbers For the pil-
lar and overall averages?

% of EU Average: calculated as the simple aver-
age of allindicators in the pillar, each expressed
as a percentage of the EU average.

Example: If Albania’s six environment indica-
tors are 50%, 55%, 60%, 60%, 65% and 70% of
the EU average, the overall Environment pillar
stands at 60% of the EU average.

Rate of change over the past 5 years: calculat-
ed as the average of the year-on-year changes
in the overall pillar's value measured as a per-
centage of the EU average, over the last 5 years.

Example: If Bosnia and Herzegovina's Education
pillar changed by +0.5, +5.6, +0.2, +0.8 and +1.0
pp, the 5-year rate of change is +1.6 pp.

Years to EU: calculated by comparing the re-
maining gap to the EU average for the overall
pillar with the pace of progress over the last 5
years.

Example: If Serbia’s Digitalisation pillar stands
at 98% of the EU average and has been improv-
ing by 1.0 pp per year, it would take 2 years to
reach the EU level.

What does it mean when an indicator is ‘con-
verged’ or ‘diverging'?

Converged: An indicator is considered con-
verged if its value as a percentage of the EU
average is above 100%. This means the country
has reached or exceeded the EU average in that
area.

Example: If government spending on health in
Montenegro is 105% of the EU average (6.9%
of GDP vs 6.5%), Montenegro is considered con-
verged.



Diverging: An indicator is considered diverg-
ing if its average change over the past 5 years
(measured as a percentage of the EU average) is
negative. This means the country has been mov-
ing further away from the EU average.

Example: If road density in North Macedonia,
expressed as a percentage of the EU average,
has been declining by 0.4 pp per year, North
Macedonia is diverging.

How do we treat missing values?

Missing values between years: When data for
an indicator is missing for one or more inter-
mediate years, we substitute the missing value
with the last available one for that country (in
native units).

Example: If North Macedonia is missing values
for Internet access in 2022 and 2023, we use
the 2021 value (83.7%) for our calculations.

Missing values for the last year: If at least four
of the six Western Balkan countries have data
for the most recent year, we include that year
and use previous values for the others. If fewer
than four countries have data, we exclude that
year from EU comparisons.

Example: For tertiary education in 2023, Albania
and Montenegro were missing data, but since
four others had it, we included 2023 and used
2022 values for the missing countries. By con-
trast, if only one country had data (e.g. 2024 for
enterprises with websites), 2024 is excluded.

Missing values at the beginning: If data start
late, no EU-relative or pillar calculations are
done for earlier missing years.

Example: For average pensions, Kosovo data start
from 2015. So calculations begin from 2015 on-
ward.

How we calculate pillar/area values For 2025
when some indicators are missing: We use the
last available year’s value for any missing indi-
cators.

Example: To calculate the percentage of the EU
average for Education in 2025, we take:

Annual Convergence Report 2026 - Albania

2023 values for Public spending on education

2024 values for Tertiary enrolment, Ter-
tiary attainment, Pre-primary education,
and NEET

2025 value for the Harmonised test scores

Which EU accession scenarios do we simu-
late?

To assess how different EU integration options
may influence the pace of convergence across
the eight pillars, we simulate projections under
four alternative scenarios:

e Full EU membership: Western Balkan
economies join the EU immediately,
with full rights and obligations, includ-
ing access to the EU budget.

e EU budget transfers: Western Balkan
economies obtain Full access to the EU
budget and receive transfers as if they
were member states, but without for-
mal membership.

e EU single market access: Western Bal-
kan economies gain full access to the EU
single market, without other elements
of membership (e.g. institutional align-
ment or budget transfers).

e Institutional reforms: Western Balkan
economies undertake reforms equiva-
lent to those required of EU member
states, without membership or trans-
fers.

Which indicators do we simulate?

We simulate one indicator from each of the
eight pillars:

Economy: GDP per capita at PPS

Social: income share of the bottom 20%
Health: life expectancy

Education: tertiary enrolment
Institutions: control of corruption

Environment: energy intensity of the
economy

Digitalisation: ICT exports
Infrastructure: road density
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How do we simulate the scenarios?

We employ a Structural Equation Modelling
(SEM) approach to estimate how EU accession
affects GDP growth and other development
outcomes through various transmission chan-
nels. SEM s particularly well suited for this anal-
ysis, as it allows us to disentangle the pathways
through which EU integration exerts its effects.

Concretely, we focus on four main channels:
higher EU budget transfers,
increased exports to the EU,
net migration, and
institutional improvements.

FDI net inflows are also estimated as a poten-
tial channel, but since their effect on growth is
small and imprecisely estimated, we do not vary
FDI across scenarios.

The analysis is conducted in a panel setting
covering the period from 1996 to 2024. It in-
cludes Bulgaria, Romania and Croatia as
benchmarks, alongside the six Western Bal-
kan economies.

The concrete specifications for each of the
eight simulated indicators are as follows:

GDP per capita growth depends on initial
GDP (as in standard convergence models),
previous year's GDP growth, EU budget
transfers, exports to the EU, net migra-
tion, control of corruption, FDI inflows and
country fixed effects. These variables, in
turn, are affected by EU accession.

The change in income share of the bot-
tom 20% is linked to EU budget transfers
and control of corruption, both of which
are linked to EU accession.

The change in life expectancy is modelled
as a function of GDP growth and net migra-
tion, both of which are influenced by EU
accession.

The change in tertiary enrolment also
depends on GDP growth, which itself de-
pends on EU accession, as explained above.

The change in energy intensity is mod-
elled as a function of GDP growth and con-
trol of corruption, both of which are tied to
EU accession.

The level of control of corruption is mod-
elled to be affected directly by EU acces-
sion, as it is one of the channels through
which EU accession affects GDP growth.

ICT exports are linked to GDP growth, EU
budget transfers and exports to the EU, all
of which are influenced by EU accession.

Road density depends on FDI, exports to
the EU and net migration. Since FDI is held
fixed across scenarios, road density out-
comes are in practice driven by exports and
net migration.

These specifications were determined empiri-
cally, by running different regressions with dif-
ferent combinations of variables and checking
the significance of the coefficients.

The regression estimates were then used to
generate simulations of the four scenarios. This
was done by augmenting the rate of change
from the baseline (status quo) scenario — which
is the average over the last 5 years — with the
estimated effect of the EU accession scenario.
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