NATIONAL STRATEGY
for Smart
Specialization
ALBANIA

2025-2030



Acknowledgements

We would like to extend our sincere gratitude to the European Commission for their invaluable
support in the development of this strategy.

We extend our heartfelt thanks to all the public and private sector institutions and organizations
within the Republic of Albania for their unwavering dedication and substantial contributions
towards the development of the Smart Specialization Strategy (S3). We are also profoundly
grateful to the Joint Research Centre of the European Commission for their consistent
engagement and active participation.

The finalization of S3, a complex and comprehensive process involving numerous national
institutions, would not have been possible without the support and coordination of Deputy Prime
Minister Mrs. Belinda Balluku, the head of the Interministerial Committee of S3, to whom we
extend our special thanks.

Additionally, the unwavering commitment and expertise of the Smart Specialization National
Team have been crucial for finalizing the Smart Specialization Strategy (S3). Their deep insights
and comprehensive understanding of local dynamics have been fundamental in shaping a
strategy that is both ambitious and attuned to Albania’s unique developmental needs and
aspirations. Special thanks go to the S3 core team: Ass. Prof. Linda Pustina - Head of the S3 Team
since the beginning of this process in Albania, whose passion and professionalism have been
instrumental in contributing to and pushing forward the process by coordinating with all relevant
institutions and partners; Dr. Florensa Haxhi - Lead Expert involved especially in strategy and
action plan drafting; and Mr. Arben Shkodra - representing the private sector and coordinating
with stakeholders during the entire process, with a particular focus during the Entrepreneurial
Discovery Process (EDP) phase. Their ongoing participation underscores a commitment to
ensuring the successful implementation and sustainability of the S3 initiatives.

Special thanks go to national and international institutions/organizations that have contributed
to the development of this strategy in different phases over the years:



A
S

REPUBLIKA € SHOIPRRISE

KRYEMINISTRIA

ZONSTAT

Instituti i Statistikave

Konferenca
e

Rektoréve

European
Commission

weronies ¢ .
KESHILLI 1 INISTRAVE
MINISTER | SHTETIT PER
MBROJTJEN E SIPERMARRJES

AtDA

ABunian tasestmont Invchopencrns Agercy
ARrts Suppeare ¢ 7w dama @ tavestimane

%
%,

2 "
’?Slren\“ﬂL

BASHKIA
TIRANE

i

REPUBLIKA E SWOIPERISE
KESHILLI I MINISTRAVE

MINISTER 1 SHTFTIT PR
STANDARDET E SHERMMENY

Agiencia Kombatare
Shoqurisé sé Informacionit

U.C.C.I.AL

oooool 1991

Jo0aoo)
0040

.
REGIONAL
@  DEVELOPMENT
o PROGRAMME o
ALBANIA

TRIA EARSIMIT
SPORTIT DHE RINISE

MINISTRIA E TURIZMIT
DHE MJEDISIT

S

{1} (13 113 S8

AIX XIX XIR

IR LRI

AR AIR AIK

UNIVERSITETI | MJEKESISE, TIRANE




* %
*

Albanian *
Investment Working together
Corporation Leaming for life

Regional Council . )
European Training Foundation

g EE e~
i-- @

Vi
S
Agjencia ‘\
O s,
il POLICY ANSWERS &

Rajonal R61POLICY making. i

Zsl

ZENTRUM FUR SOZIALE INNOVATION

HEAR)
U N I Do EU4INNOVATION
W/y’/ ! '\J == Sverige

|

Introduction

In recent years, countries and regions in the European Union (EU) have developed Smart Specialization
Strategies (S3) as a new tool for boosting innovation and regional development?. The S3 approach, which
is gaining increasing interest worldwide, represents a place-based innovation policy concept that seeks to
identify promising areas, referred as priority domains, for public and private intervention in terms of
promising innovation niches and domains where knowledge-based value-added can be increased. It
stresses the potential of cross-sectoral linkages, besides traditional industries and promotes
diversification on the basis of these linkages.

Being a participatory process, the priority domains are not defined top-down by policymakers alone, but
rather agreed through a comprehensive dialogue between the stakeholders of the territory, called the
Entrepreneurial Discovery Process (EDP), that includes policymakers from different government ministries
and agencies, private-sector stakeholders, academia, and civil society or the so-called “Quadruple Helix".

1 This section is based on:  https://neighbourhood-enlargement.ec.europa.eu/system/files/2022-
01/C 2021 9730 F1 ANNEX EN V1 P1 1674689.PDF
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Such priority domains are identified based on the economic, innovation, and scientific strengths of the
country, expert knowledge, and stakeholder dialogue, the latter being one of the main features of the
strategic process.

The introduction of S3 to the Western Balkans has to be seen within the context of the EU's enlargement
strategy that provides an accession perspective and envisages support for several policy areas including
socio-economic development. As such, S3 became part of the WB6 regional agenda, as part of the Smart
Growth pillar in MAP REA 2017-2020 and part of the Common Regional Market Action Plan 2021-2024 in
the context of the Berlin Process, and of the EU Agenda for the Western Balkans 2021-2027. S3 is also
part of the Chapter 20 “Enterprise and Industrial Policy” and 25 “Science and research” EU Acquis in the
framework of Albania EU integration.

To support Western Balkan economies in crafting their Smart Specialization Strategies (S3), the Joint
Research Centre (JRC) of the European Commission has developed a comprehensive S3 Framework. This
framework delineates all the necessary steps from the initial design to the final draft of the strategic
document, serving as a guideline for implementation. Unlike typical regional or sectoral strategies, this
specialized strategy employs a specific methodology that has been approved by the JRC and the European
Commission. Throughout the development process, the European Commission has supplied essential
expertise, conducted targeted training sessions, and meticulously monitored and validated each phase of
the strategy framework.

Nowadays, a strong focus on innovation policies is even more urgent due to the growing need of
addressing the societal challenges of the last decade. Albania is at a crossroads, facing a world that's
changing faster than ever. It's a time full of challenges, but also full of opportunities. Recognizing the need
to keep pace and forge ahead, Albania embarked on a journey of smart specialization back in 2016 with
the first event titled “National Event on Smart Specialization” supported by TAIEX. This initiative was
officially supported by TAIEX and registered in the S3 platform of the European Commission's Joint
Research Centre (JRC) in 2017.

Recognizing the importance of the Smart Specialization Strategy (S3) for the Albanian government, an
Inter-ministerial Committee for S3 was established by Prime Minister's Order, supported by the S3
National Team and led by Deputy Prime Minister Ms. Belinda Balluku (see Annex 1). The Committee is
tasked with monitoring, drafting, and implementing the S3 Strategy. Its main duties include ensuring
progress in drafting and implementing S3, promoting high-level institutional coordination, examining the
final draft of S3 and related documents, recommending necessary legal measures, coordinating with other
related initiatives, and promoting financial planning for S3 measures. The Committee conducts thematic
discussions to support the drafting and implementation of S3.

The National S3 Team (S3T) is a technical-level structure composed of representatives from various
institutions/organizations, reporting to the Deputy Prime Minister and directly contributing to the
strategy development process by gathering and analyzing data, defining the vision, strategic objectives,
and specific action plan, and ensuring the implementation of all components specified in the activity plan
(roadmap). Key tasks include drafting the strategy, evaluating and revising legal bases and guidelines,
coordinating with international and local partners, and participating in national and international
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strategy supports infrastructure improvements, marketing efforts, and community-based projects
that enhance visitor experiences and promote local economic development.

Healthy and Sustainable Food Chain: Emphasizing the shift towards organic farming and
sustainable food production, this domain aligns with global trends towards health and
sustainability. It supports the adoption of practices that ensure food safety, enhance food
security, and reduce the environmental footprint of agriculture. By fostering this sector, Albania
can improve the well-being of its population and create a model for sustainable agricultural
practices in the region.

To enable the development of priority sectors, it is essential to undertake measures and invest in several
areas. These actions are fundamental steps for achieving the objectives of these priority sectors:

- Human Capital Development: focusing on investing in education and training programs that
enhance skills at all levels, particularly in STEM and S3 priority areas, and promoting lifelong
learning to address the reskilling and upskilling needed for the circular economy and Al
advancements will support preparing the workforce necessary for future challenges. By fostering
a culture of innovation in schools, engaging the diaspora, and providing incentives for skilled
professionals to return, the strategy will aim to retain talent and prevent emigration.

- Support Research & Innovation: by creating a collaborative environment between academia,
businesses, and government. Strengthening agreements for internships, dual VET schools, and
innovation fairs is essential. Enhancing technology transfer processes by developing innovation
hubs, tech parks, and clusters, which facilitate cooperation and the dissemination of technological
advancements across various sectors. Encouraging a culture of innovation, particularly among the
youth, will keep our brightest minds in Albania and attract global talents. This approach is key to
maintaining a competitive edge in a rapidly changing world.

- Supporting Business and Innovation Environment: fostering a business-friendly climate,
emphasizing simplified procedures and regulatory improvements, foreseeing incentives for S3
priority domains, ensuring alignment with EU standards. Improving access to finance and credit
and financial support, along with supporting public R&! funding through informative platforms
and strategic communication, are key components. Encouraging sustainable practices and digital
solutions across sectors, supported by favorable fiscal policies and regulatory frameworks, will
attract investment and drive economic growth.

- Digitalization and Connectivity: Accelerating the digital transformation of the public and private
sectors and improve connectivity. This encompasses expanding digital infrastructure, enhancing
internet accessibility, and promoting the use of digital technologies across various industries to
improve efficiency and connectivity, including Al and machine learning.











https://knowledge4policy.ec.europa.eu/foresight/tool/megatrends-hub_en
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Trends in Competitiveness

In the global economy, competitiveness is increasingly influenced by digital transformation, innovation,
and sustainability. Countries and businesses are investing heavily in technology to maintain their
competitive edge. The rapid adoption of advanced technologies such as 5G, blockchain, and Al is
revolutionizing industries, enhancing efficiency, and creating new opportunities for growth. Digital skills
are becoming essential in the workforce, with a strong emphasis on continuous learning and adaptability.
The rise of remote work and the gig economy is reshaping labor markets worldwide, emphasizing the
need for flexibility and lifelong learning. Businesses are focusing on upskilling their employees to keep
pace with technological advancements and remain competitive in the global market. Sustainable practices
are also becoming a key competitive factor, as consumers and investors increasingly prioritize
environmentally responsible companies. Businesses that adopt sustainable practices, such as reducing
carbon emissions and investing in renewable energy, are gaining a competitive advantage. This global shift
towards sustainability is driving innovation and creating new markets for green products and services.

Education systems

The education sector is undergoing significant transformation, driven by several key trends. Digital
learning and educational technology (EdTech) are revolutionizing how students learn, with online
platforms, digital resources, and educational apps offering flexible and personalized experiences.
Personalized learning tailors education to individual needs, facilitated by adaptive learning technologies
and data analytics, while blended learning models combine traditional classroom instruction with online
learning for a more engaging and flexible educational experience. Artificial intelligence (Al) and machine
learning are being utilized to develop intelligent tutoring systems, automate administrative tasks, and
provide real-time feedback, creating more efficient learning environments. There's also a growing
emphasis on STEM (Science, Technology, Engineering, Mathematics) and STEAM (adding Arts) education,
preparing students for future careers in a technology-driven world. Alongside this, the focus on soft skills
like critical thinking, creativity, communication, and collaboration is becoming more pronounced,
recognizing their importance for modern workforce success.

Global citizenship education is gaining traction, aiming to develop informed and responsible global citizens
by educating students about global issues, cultural awareness, and sustainability. The concept of lifelong
learning emphasizes continuous education and skill development throughout an individual's life, essential
in a rapidly changing job market. Inclusivity and accessibility are also key focuses, with efforts to make
education more inclusive for students with disabilities and from marginalized communities using assistive
technologies and inclusive teaching practices. Project-based and experiential learning, which involve real-
world projects and hands-on activities, are enhancing practical experience and learning outcomes. Schools
are increasingly focusing on mental health and well-being, integrating social-emotional learning (SEL) into
curricula and providing mental health resources and support. Additionally, green education and
sustainability practices are being incorporated to raise environmental awareness and promote
stewardship.

Lastly, microcredentials and alternative certifications are becoming popular, recognizing specific skills and
competencies, and providing flexible learning options that help individuals quickly adapt to changing job
requirements. These trends reflect an evolving education landscape that prioritizes technological
integration, personalized and lifelong learning, and a holistic approach to student development.
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Digital agenda

The digital agenda is transforming economies, societies, and governance structures worldwide through
several key trends. High-speed internet and mobile networks, including the rollout of 5G, are making
connectivity more accessible globally, enabling advanced digital applications. Big data and analytics are
revolutionizing industries by driving decision-making and innovation, while artificial intelligence (Al) and
machine learning are automating processes and enhancing customer experiences. The Internet of Things
(loT) is connecting devices and sensors, transforming sectors like agriculture, healthcare, and smart cities
with real-time data and intelligent systems. Cloud computing offers scalable and flexible resources,
supporting remote work and collaboration without significant upfront IT investment. Digital finance,
including fintech innovations and blockchain technology, is reshaping the financial landscape, increasing
inclusion, and enabling new business models.

Governments are adopting digital technologies to improve public services, enhance transparency, and
engage citizens through e-government initiatives. However, the rise in digitalization also brings
heightened cybersecurity and data protection concerns, necessitating robust measures to maintain trust.
Sustainable digital practices are gaining attention, with efforts to reduce the environmental impact of
digital technologies and promote a circular economy. Digital literacy and inclusion remain global priorities,
ensuring everyone has the skills and access needed to participate in the digital economy.

International collaboration is crucial for addressing challenges and leveraging opportunities, with global
standards and policies helping to harmonize digital practices across borders. As these trends continue to
evolve, they collectively shape a resilient and inclusive digital future.

Demographic balances and migration

The population of Albania on January 1st, 2023, is 2,761,785, experiencing a decrease of 1.1%, compared
to January 1st, 2022. Recent demographic developments also show that Albania’s population is shrinking
and aging®. This is due to a low birth rate and more importantly, negative net migration. Most studies
project that the demographic decline will continue. The urban population has increased from one-third in
the early 1990s to an estimate of almost two-thirds (62%) in 2020 and is expected to continue to rise. The
largest city is Tirana, as of January 1, 2022, occupied about 32.9% of the total population, continuing to
be one of the most populous regions of the country, followed by Durrés and Fier with 10.4% and 10.0%
respectively.

According to the latest Human Development Report, published in 2020 and reflecting data from 2019,
Albania placed 69th among 189 countries with a Human Development Index (HDI) value of 0.795. Tirana

4 “The Fourth National Communication of Albania on Climate Change” - Ministry of Tourism and Environment &

United Nations Development Program. (2022). Republic of Albania: Enabling activities for the preparation of the
fourth national communication and the first biennial update report under the United Nations Framework
Convention on Climate Change. Global Environment Facility. https.//www.undp.org/albania/publications/fourth-
national-communication-albania-climate-change
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(0.820), Vloré (0.802) and Durrés (0.802) have “very high HDI values”, followed by counties like Gjirokastér
(0.794), Korgé (0.790) with “high HDI values”.

Albania's Smart Specialization Strategy takes under consideration these global trends and challenges,
from the urgent need for environmental sustainability and the transforming power of technology, to the
evolving landscapes of work and education, the dynamics of population growth, and the rapid pace of
urbanization. Understanding and adapting to these trends is key in shaping a sustainable and prosperous
future for Albania in the global context.

Changes in the nature of work

The way work is changing is dramatically influenced by technology, the global nature of business, and
economic uncertainties. Automation and new technologies are reshaping job roles and the skills required,
emphasizing the importance of digital and technological capabilities. There is a critical need to adapt
curricula at all levels of education and to focus on upskilling and reskilling the workforce. The COVID-19
pandemic has accelerated the trend towards remote work, altering the traditional balance between work
and personal life. Initiatives like the European Green Deal are promoting sustainability in workplaces,
aligning with the values of the younger generation regarding their expectations from their jobs.

Companies are increasingly prioritizing environmental initiatives and pursuing work that serves a purpose
beyond profit. New trends in work organization, such as flexible hours and the expanding gig economy,
are emerging. However, these modern work arrangements also present challenges, such as ensuring
financial stability and maintaining a healthy work-life balance. In the future, work is expected to be viewed
more as a means for personal fulfillment and a way to contribute to societal and environmental well-
being. Employees are seeking employers who prioritize sustainability, and organizations driven by strong
purposes are poised to thrive.

Overall, these global trends are shaping the future of industries, driving economic growth, and promoting
a more sustainable and equitable world.

2. The National Strategic Framework

As the National Framework for Smart Specialization (S3) is being developed for Albania, it is worth
mentioning that it is strategically aligned and correlated to a number of strategic documents described
below.

National Strategy for Development and European Integration (NSDEI): The NSDEI's 2030 is the most
important strategic public document in Albania, whose vision for the country is characterized by a high

quality of life, strong human capital, resilient institutions, and a dynamic, regionally integrated economy.
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Tourism Strategy - The Albanian Ministry of Tourism and Environment is developing the 2024-2030
Tourism Strategy, emphasizing public engagement through surveys to build a comprehensive, forward-
thinking platform that guides market trends and strengthens public-private sector relationships. This
strategy focuses on creating elite, sustainable tourism that respects the environment. Early feedback
indicates strong public support for tourism development that enhances residents' quality of life and
emphasizes the importance of local community involvement in tourism decision-making. The National
Tourism Development Strategy 2024-2030 is set to be finalized in the spring, aiming to foster sustainable,
inclusive growth and innovation in Albania’s tourism sector that fully align with the S3 strategy framework.

National Strategy for Agriculture and Rural Development - The National Strategy for Agriculture and
Rural Development 2021-2027, designed by the Ministry of Agriculture and Rural Development under the
Instrument for Pre-Accession Assistance (IPA), focuses on modernizing agriculture, enhancing rural
development, and aligning Albania’s agricultural sector with EU standards. Key elements include
improving agricultural productivity, sustainable land management, diversifying rural economies, and
enhancing the quality of life in rural areas. This strategy aligns with the Smart Specialization Strategy (S3)
through its focus on innovation, sustainable practices, and economic diversification, contributing to
Albania's overall growth and European integration objectives.

Business Investment Development Strategy (BIDS) - The Business and Investment Development Strategy
(BIDS) 2021- 2027 is the central orientation of the Albanian Government for medium-term economic
development focusing on SMEs and investments. The Vision of this strategy is to have a competitive
Albanian economy, driven by innovation and based on knowledge, which creates new and higher-quality
jobs, using the opportunities offered by digital transformation and transformation of the international
value chain, with emphasis on sustainable development, European integration and regional integration.

The purpose of the policy is broken down into three objectives, such as Investment Attraction and
Internationalization, SME development, Entrepreneurship and innovation, and Human capital
development.

The Business and Investment Development Strategy (BIDS) 2021- 2027 aligns seamlessly with the Smart
Specialization Strategy (S3) by recognizing and acknowledging the important contribution that SMEs can
make - as the backbone of the economy - and startups for a more innovative and knowledge-based
economy, creating quality jobs and improving the economic structure.

Education as a cross-cutting domain - National Education Strategy 2021-2026 aims at the gradual
improvement of the educational system following the established priorities. According to the Strategy
vision, special attention is put on Higher Education, Research and Innovation as sectors that directly
influence the improvement of the educational system based on the labor market needs. The Vocational
Education and Training Strategy 2023-2030 aims at improving the performance of the existing VET system
from the perspective of quality of delivery and educational outcomes, effectiveness and relevance for
learners (young and adult), as well as for the labor market and further education.

Digital Agenda- The Albanian Digital Agenda and Action Plan for 2022-2026 focuses on advancing digital
technologies in informatics, data processing, artificial intelligence, and cybersecurity to enhance the
global competitiveness of businesses, public administration, and citizens. It sets objectives for
government service digitalization, cybersecurity skills development, and improving digital citizen
engagement. The plan emphasizes the importance of digital transformation across all sectors, including
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education, with a focus on digital skills development. Implementation will be measured by global and
European indices, ensuring progress in digital policy, security, and infrastructure. This strategy signifies
Albania's dedication to digital advancement for economic growth and societal well-being.

Scientific Research®- The approved strategy related to higher education and scientific research in Albania,
known as the National Education Strategy 2021-2026, aims to provide a comprehensive vision for
Albania's future. This strategic document aims to tackle significant constraints to development and
enhance the quality of life through improved governance, economic growth, and social inclusion, building
on previous strategies and acknowledging the current global challenges like the COVID-19 pandemic. It
also emphasizes the importance of aligning with European Union standards and boosting Albania's
integration into regional and global economies. The government has also approved the National Strategy
for Scientific Research, Technology, and Innovation 2023-2030, which places particular emphasis on the
development of education as a fundamental constitutional right and a public responsibility. Through this
strategy, the aim is to create, develop, and safeguard knowledge through teaching, scientific research, the
training of high-level specialists, and young scientists, in alignment with the country's development
priorities, while contributing to the enhancement of democratic standards nationwide. MES supports the
strategic priorities and development interests of the country, the integration of teaching with scientific
research, and the promotion of international cooperation in the field of higher education, within the
framework of national and regional economic, social, and cultural development.

Albania has recently approved the National Strategy for the Development of Innovative
Entrepreneurship to boost its startup ecosystem. This initiative, led by the State Minister for
Entrepreneurship and Business Climate, is based on the predefined priority domains of the Smart
Specialization Strategy (S3), with high potential for innovation and economic growth, ensuring that
resources are effectively allocated to areas where Albania has a competitive advantage. The startup
support program within this strategy is structured in three phases: supporting initial ideas, developing
prototypes with a customer base, and scaling businesses with established products and market presence.
This comprehensive approach aims to foster innovation, drive economic growth, and enhance Albania's
technological capabilities in strategically important sectors.

The Diaspora Strategy — The "National Strategy for the Albanian Diaspora 2021-2025" outlines a
comprehensive framework for engaging the Albanian diaspora in the socio-economic development of
Albania. It recognizes the diaspora as a vital asset, aiming to strengthen and facilitate Albania’s
relationships with host countries and enhance the diaspora's role in Albania's development. The strategy
focuses on leveraging the diaspora’s potential through better organization and integration, improving
educational and cultural ties, and utilizing remittances and investments more effectively. It also aims to
protect the rights of Albanian communities abroad while encouraging their participation in Albania's
economic and social spheres through targeted policies and initiatives. The strategy ensures that the
Albanian state adapts to global conditions and the European integration process, emphasizing a
systematic, inclusive approach that includes revising previous strategies and setting a clear, actionable

5 National Strategy for Scientific Research, Technology, and Innovation 2023-2030 and its Implementation Action
Plan (Approved by Decision of the Council of Ministers No. 542, dated 20.9.2023, and published in the Official
Gazette Year 2023 — Number 139
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path forward. The Albanian Diaspora Strategy aligns seamlessly with the Smart Specialization Strategy (S3)
by fostering an integrated approach to socio-economic development and leveraging the diaspora's
potential to contribute to Albania's innovation and economic growth.

3. EU Policy and Instruments

As Albania aligns its Smart Specialization Strategy (S3) with the overarching goal of European Union
integration, it actively participates in various EU innovation-focused programs. These programs play a
crucial role in shaping the S3 strategy, as they provide platforms for Albania to integrate European best
practices in innovation, research, and digital transformation.

Albania's Smart Specialization strategy, aligning with European policies and financing sources, expresses
the nation's dedication to building on European development principles as it engages on this path. This
represents a vision, not merely a strategy, for integrating the special ecosystem into the larger framework
of the European Education Area, the European Research Area, the European Innovation Area, and the
Common European Market. The Smart Specialization Strategy (S3) for Albania is designed to harmonize
with several key EU policies, ensuring a coordinated approach to regional development, innovation, and
economic growth. Here’s how S3 contributes to and aligns with some of these policies®:

1. The New European Innovation Agenda: S3 aims to position Albania at the forefront of deep tech

innovation and start-ups, developing new technologies to tackle societal challenges and
enhancing market access.
2. The European Industrial Policy: Through S3, Albania strengthens its industrial competitiveness,

promoting a sustainable, resilient, and digitalized economy that fosters job creation and positions
its industries as accelerators of innovation and growth.
3. The European Green Deal: S3 supports the transformation of Albania into a resource-efficient

economy, aligning with the EU's goals for a competitive, green economy.
4. A Europe Fit for the Digital Age: S3 facilitates Albania’s digital transformation, making it conducive

for businesses and contributing to achieving a climate-neutral Europe by 2050.

6 https://s3platform.jrc.ec.europa.eu/

https.//clustercollaboration.eu/eu-cluster-partnerships

https://s3platform.jrc.ec.europa.eu/en/w/interregional-cooperation-and-smart-specialisation-a-lagging-regions-
perspective?p | back url=%2Fsearch%3Fq%3DInterregional%2BCooperation%2Band%2BSmart%2BSpecialisation%
253A%2Ba%2BLaqqing%2BRegions%2BPerspective

https://s3platform.jrc.ec.europa.eu/documents/20125/263444/Vademecum JRC Fernando%20Merida.pdf/ed360
1b7-7a04-a4el-eca7-c3607411a9ec?version=1.1&t=1619520736009
https://s3platform.jrc.ec.europa.eu/documents/20125/263444/Vademecum Osvaldo%20La%20Rosa_presentation
def.pdf/73a1977b-b4ec-6efe-9156-246c6b906f9d?version=1.1&t=1619520730374
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Instruments Supporting the Implementation of S3 Objectives

Several EU instruments are crucial in implementing and achieving the objectives of the S3:

1.

10.

11.

12.

13.

Horizon Europe 2021-2027: As the EU’s most ambitious Research and Innovation program, it
offers opportunities that align with the S3 objectives, encouraging innovation and technological
advancements in Albania.

LIFE Programme: Supports Albania’s transition towards a sustainable, circular, and climate-
neutral economy, which is a core objective of S3.

Digital Europe Programme (DEP): Facilitates the integration of digital technologies in businesses,
which is critical for the digital transformation goals under S3.

Creative Europe: Promotes cultural diversity and supports the cultural sectors in Albania,
enhancing the soft power and cultural innovation aspects of S3.

IPARD: Assists Albania in preparing for EU membership, supporting rural development and
agricultural sectors which are key aspects of S3.

Erasmus+: Offers educational and training opportunities that are vital for building the human
capital necessary to achieve S3 objectives.

EU Single Market Programme: Improves the functioning of the internal market, which is essential
for the successful implementation of S3 in aligning Albania with EU standards.

EU Regional and Urban Development Programs: Often include components that foster innovation,
supporting urban and regional development initiatives under S3.

Western Balkans Investment Framework (WBIF): Focuses on socio-economic development,
supporting S3-related innovation projects in energy, environment, and social infrastructure.
Innovation and Technology Transfer Projects and Initiatives: Facilitate the transfer of new
technologies and innovations, critical for the success of S3 in Albania.

Open Science in Europe (NI40S-Europe): Facilitates access to scientific information, data, and
resources, enhancing research and innovation ecosystems across Albania and aligning with S3's
emphasis on open science principles.

Cross-border programs and other sector-specific IPA (Instrument for Pre-accession Assistance)
programs: play a crucial role in this context. These programs facilitate regional cooperation and
integration, providing funding and resources for joint projects in education, training, and skill
development. For instance, the IPA Il supports projects that align with S3 priorities such as
sustainable tourism, renewable energy, and agriculture, fostering innovation and capacity
building across borders.

EU programs related to the raw materials sector, such as the European Innovation Partnership on
Raw Materials and Horizon Europe: support research, innovation, and sustainable practices in
resource management.

This outlines how the Smart Specialization Strategy (S3) is not only a standalone policy but also a critical
component of Albania's broader alignment with European Union strategies and objectives. Through these
alignments and the supportive instruments, S3 is poised to significantly impact Albania's development
trajectory, enhancing its integration with the EU and fostering sustainable growth.
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4. Regional Context

The six Western Balkan (WB6) countries are in the process of finalizing or have already started the
implementation of their S3 strategies and have already identified priority areas with the potential for
intelligent specialization in the coming years. It is of particular importance that the countries in the region
focus on taking initiatives and collaborative efforts among government actors, researchers, businesses,
and other societal actors to deliver innovative results that contribute to the development of each of the
Western Balkan economies and the region. The intelligent specialization process should serve as a tool to
identify regional priority sectors in conjunction with national ones. The idea is for each country to
specialize in a field where it has more advantages and potential in terms of human and capital resources,
enabling the region to benefit and enhance its competitive advantage.

The collaboration between the WB6 countries. Albania, Bosnia and Herzegovina, Kosovo, Montenegro,
North Macedonia and Serbia, intensified when the Leaders of the Western Balkans endorsed the Multi-
annual Action Plan on Regional Economic Area in the Western Balkans (MAP REA), at the Trieste Summit
held on 12 July 2017. The MAP REA, aimed to enable an unobstructed flow of goods, services, capital and
highly skilled labor; making the region more attractive for investment and trade; and accelerating
convergence with the EU, thus bringing prosperity to Western Balkans citizens. On November 10, 2020,
the leaders of the WB6 endorsed at the Berlin Process Summit held in Sofia, the Common Regional Market
(CRM) 2021-2024 Action Plan. It builds on the achievements of the Regional Economic Area (REA).

The Smart Specialization Strategy has been included both in the Regional Economic Area (REA) and its
Multi Annual Action Plan (MAP REA), and the Common Regional Market (CRM AP). This means that it is a
regional as well as national priority for the WB6 countries and collaboration between them during this
process is crucial.

Therefore, it is of crucial importance that the WB6 countries collaborate to facilitate the exchange of ideas
and experiences on key aspects that should be incorporated in the S3 Strategies to maximize their
potential for boosting the economic performance of each country and the region. Furthermore, a special
emphasis should be placed on the role and importance of collaboration between each of these countries
in enhancing the performance of their shared priority sectors. In this context, in addition to the 28 national
EDP events, the National S3 Team, organized 3 bilateral meetings with institutional, academic, and
business representatives from Kosovo, North Macedonia and Montenegro with a view to promoting smart
specialization, based on the identification of priorities of common interest with these neighboring
countries with the aim to develop cooperation paths’. The meetings were organized in collaboration with
the National S3 Teams of the three countries during the period June - July 2023. Their goal was to identify
and prioritize activities that bridge innovation, scientific research, and economic development in common
S3 priority domains.

These reginal workshops played a vital role in promoting cross-border cooperation, sharing knowledge,
and enhancing regional integration. The findings and recommendations from the workshops from each

7 https://s3albania.org/wp-content/uploads/2023/10/Raporti-Takimet-Bilaterale-1.pdf
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meeting will serve as input for the drafting and implementation of the Smart Specialization Strategy in
accordance with EU regulations and serve as the bases for bilateral and multilateral agreements in fields
of common interests. The recommendations will also help the countries to better absorb and utilize EU
funds allocated for the implementation of this strategy through increasing the collaboration and engaging
in mutual projects.

Albania - Kosovo Bilateral Workshop: Identified as shared priority domains worth exploring together the
ICT and Food processing domains.

Albania — North Macedonia Bilateral Workshop: Identified as common priority sectors for cooperation
sectors such as agriculture, manufacturing, energy, and raw materials.

Albania — Montenegro Bilateral Workshop: Identified as shared priority domains the sustainable
agriculture and food value chain, energy and sustainable environment, and sustainable and health
tourism, as well as Information and Communication Technologies (ICT), as a horizontal priority.

The challenges, solutions and proposal for each joint workshop are presented in detail in Annex 2.

In summary, the potential for cooperation identified through the three bilateral workshops focused
mainly on:

1. Joint Platforms and Networks - Developing joint platforms for research and innovation,
especially in ICT and food processing, to facilitate knowledge exchange and collaborative
projects.

2. Bilateral and Regional Agreements - Establishing formal agreements for cooperation in
education, research, and technology adoption across the Western Balkans to streamline
efforts and maximize resource utilization.

3. EU and Regional Funding - Leveraging EU funds and regional programs to support joint
initiatives, infrastructure development, and capacity building. Programs like the Western
Balkans Agenda on Youth, Sport, Innovation 2021-2027, and the Common Regional
Market Action Plan 2021-2024 are pivotal.

4. Promote Smart Specialization based on identification of priorities: Use smart
specialization to identify priorities of common interest with neighboring countries and
develop cooperation paths.

5. Sustainable Development Projects - Focus on sustainable practices in agriculture, energy,
and raw materials to ensure long-term economic and environmental benefits. Joint
research and innovation projects in these areas can drive sustainable growth.

The regional perspective emphasizes the importance of Albania and neighboring countries focusing on
initiatives and collaborative efforts to develop innovative results that contribute to each of the Western
Balkan economies and the region as a whole. The idea is for each country to specialize in a field where it
has more advantages and potential, thereby benefiting the region and enhancing its competitive
advantage.
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5. The Smart Specialization Process in Albania

Initiation and Coordination

The S3 development process was formally initiated in 2016 under the responsibility of the Ministry of
Education, Sports, and Youth and guided by the European Commission's Joint Research Centre (JRC)
methodology. The decision was also linked to higher education reform, as there was a need for better
cooperation between institutions of higher education (IHE) and businesses to align more closely with
regional development objectives and labor market demands. A national event organized in December
2016 with the support of TAIEX brought together a large number of actors and institutions, and from
roundtable discussions, an informal working group with various experts was formed, which worked
towards the development of S3. In 2017, Albania registered in the S3 Joint Research Centre (JRC) platform
of the European Commission, and in 2018, the informal working group with representatives from various
institutions, including business and academia, was formalized by order of the Minister of Education,
Sports, and Youth. More key actors joined, creating a broader group, including the Ministry of Education,
Sports, and Youth, the Ministry of Finance and Economy, Prime Minister Office Department for
Development and Good Governance, the National Agency for Scientific Research and Innovation, the
Union of Manufacturers, the Regional Development Agency, HEls, the Municipality of Tirana, etc.

S3 Roadmap and strategy preparation

Albanian S3 Team developed an S3 Roadmap based on the JRC Framework for developing a Smart
Specialization Strategy at national level and, at the same time, keeping a regional perspective.

S3T has directly contributed to the strategy development process by gathering and analyzing data,
defining the vision, strategic objectives, and specific action plan, as well as ensuring the implementation
of all components specified in the activity plan (roadmap), including updating this plan in collaboration
with JRC and the European Commission.

The Interministerial Committee, established through the Prime Minister's Order, was tasked with the
crucial responsibilities of monitoring, drafting, and implementing the S3 Strategy. Led by Deputy Prime
Minister Ms. Belinda Balluku, the committee played a pivotal role in ensuring progress within the
framework of drafting the S3. One of its primary functions was to promote high-level coordination of
institutions to guide and lead the work in alignment with the objectives of the S3 strategy.

Methodological Framework

Drawing on the Joint Research Centre (JRC) Smart Specialization Strategy (S3) framework, Albania's S3
development process followed a rigorous and structured approach through several distinct phases. The
analysis of strategic framework, meticulously reviewed existing national strategic documents to lay a solid
foundation. The initial decision made in accordance with the S3 roadmap was to establish the Smart
Specialization Strategy (S3) as a central, umbrella strategy that bridges the National Strategy for
Development and Integration (NSDI) and various sectoral strategies. This strategic positioning ensures
that sectoral strategies will align and refer both to the S3 and the NSDI, facilitating a cohesive and
integrated approach to national development. This alignment allows for a more coherent policy
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environment where sector-specific strategies are harmonized with overarching national development
goals, enhancing the effectiveness and synergy of Albania’s strategic planning efforts. This was followed
by in-depth quantitative and qualitative assessments aimed at evaluating the country's economic,
innovative, and scientific capacities. Such a methodical approach ensured that the strategy development
was comprehensive and grounded in robust evidence.

This strategy is uniquely tailored with a specific methodology endorsed by the JRC and the European
Commission, distinguishing it from other types of strategies like regional or sectoral ones. Throughout the
process, the European Commission contributed crucial expertise, facilitated essential training sessions,
and performed ongoing monitoring and validation of each stage of the strategy's roadmap. This support
was instrumental in ensuring that the S3 adhered to high standards of strategic planning and execution.

Mapping Phase: Identifying Priority Domains

In the mapping phase, quantitative analysis of economic sectors was carried out to identify potential
priority sectors for the country's smart economic development. An S3 Analytical Team has been
established composed by of experts from different sectors (see annex 1).

This process identified six priority areas where Albania has potential to specialize intelligently: Agriculture,
Fisheries, and Forestry; Manufacturing Industry; Energy; Tourism; Information and Communication
Technologies (ICT); Business Process Outsourcing (BPO)-

From a qualitative analysis which followed, the cross-sectoral areas were considered for further
assessment: Blue Economy, Healthy Food, Renewable Resources Energy and Extended BPO.

The Mapping phase, encompassing both quantitative and qualitative analysis, commenced at the end of
2020 and spanned two years. This phase faced several setbacks, primarily due to disruptions caused by
the COVID-19 pandemic. Detailed insights into this phase, including its methodology, challenges
encountered, and the significant findings, are thoroughly elaborated in Chapter 6 of the document. This
chapter provides a comprehensive overview of how data was collected and analyzed, the impact of the
pandemic on the progress of the mapping activities, and the initial priority domains identified through
these analyses.

Entrepreneurial Discovery Process (EDP) Phase: Refining Priority Domains

During the EDP phase, which started in October 2022 and lasted until July 2023, stakeholders engaged in
structured dialogues to refine and validate the preliminary priority domains identified in the mapping
phase. Through a comprehensive consultation methodology outlined by the JRC of the EC was
implemented comprising roundtables, workshops, interviews, and consultations, stakeholders from the
quadruple helix contributed insights into growth trajectories, challenges, and opportunities within each
domain - SWOT analysis; strategic objectives; long-term vision, and policy formulation. This approach,
characterized by a bottom-up engagement strategy, involved 33 events: 2 opening/closing events,
roundtables and workshops (29 national events and 3 bilateral regional workshops) with quadruple helix
stakeholders, totaling more than 1,650 actively participating representatives. These interactions yielded
concrete proposals and fostered cross-sectoral collaboration, culminating in a report foundational to the
strategy, validated by the JRC. This collaborative endeavor led to a sharper delineation of priority areas
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such as Agriculture and Food Processing, Sustainable Energy, and Sustainable Tourism and horizontal
domains such as Environment, Digitalization and Interconnectivity, Innovation and Scientific Research,
Education and Diaspora. This phase helped to transform strategic objectives into concrete policies and
actionable initiatives.

A concluding event for the Entrepreneurial Discovery Process (EDP) was held on October 31, 2023,
showcasing the results of the EDP and outlining the next steps towards finalizing the Smart Specialization
Strategy (S3). This event presented a critical opportunity to share insights from the EDP report and discuss
outcomes from bilateral meetings with neighboring countries. More than 260 attendees included a broad
spectrum of stakeholders involved in the EDP phase, such as members from the quadruple helix
framework (government officials, academia, business, and civil society), high-level government officials,
representatives from S3 Interministerial Committee, academic leaders, and business and civil society
representatives. The conference also saw participation from ambassadors, diplomatic missions in Albania,
the European Union Delegation in Tirana, and representatives from international organizations.
Additionally, the EDP facilitated enhanced regional collaboration, allowing Albania and neighboring
countries like Kosovo, Montenegro, and North Macedonia to exchange experiences and develop concrete
project ideas for improved cooperation. This initiative not only fostered regional partnerships but also
aligned with the broader goals of the S3 by integrating cross-border insights into Albania's strategic
development. More details regarding this important phase are provided in Chapter 7 of this strategy.

Stakeholder Engagement Overview

This participatory process has ensured that priority domains were defined through comprehensive
dialogue among stakeholders, effectively linking innovation and scientific research with economic growth.
Engagement efforts included a wide range of participants from academia, industry, government bodies,
and civil society from the Quadruple Helix, highlighting the crucial role of entrepreneurship and businesses
in identifying strategic development priorities. To facilitate stakeholder dialogue within the six thematic
domains identified as relevant, the National S3 Team has organized a series of events, including national
events, sectoral workshops, roundtables, and bilateral meetings, involving over a thousand participants
from various sectors. Throughout the EDP, working groups have validated the outcomes from the mapping
phase, which will be utilized to draft the final S3 document.

The feedback received was systematically categorized and analyzed, focusing on recurring themes and
the most frequently cited challenges and opportunities. The analysis helped to identify critical areas where
stakeholders felt the strategy could either improve or needed to refocus its efforts to better align with
Albania's economic and technological landscape.

Main Achievements during the S3 Process

Albania’s journey toward drafting its National Smart Specialization Strategy (S3) has been marked by
significant achievements and milestones. This section presents a comprehensive overview of the progress
and successes during the S3 drafting process, reflecting Albania's commitment to fostering innovation and
strategic economic development.

Governance and Strategic Coordination: Since February 2023, the Deputy Prime Minister has led the S3

process, achieving improved governance and high performance. The Interministerial Committee,
involving all relevant ministers and stakeholders, supports this effort. The strategic mandate is clear and
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ready for implementation, with broad political and stakeholder agreement, demonstrated by high
participation in the EDP closing event.

Stakeholder Engagement, Collaboration and Networking: The S3 process has achieved broad territorial

involvement and high interest from quadruple helix stakeholders, raising awareness at the highest
political levels. Improved collaboration through institutional networks of S3 coordinators and numerous
roundtable consultations with industry representatives.

The S3 strategy has been linked with the Growth Plan for WB6, adopting a bottom-up approach from the
JRC that promotes a new vision for stakeholder involvement.

New ideas and approaches emerged from meetings of the S3 team and coordinators, enhancing
stakeholder involvement in strategy consultations.

Sectoral Reforms and Economic Initiatives: New thematic sectoral reforms, such as raw materials, have

been widely consulted with stakeholders and prioritized based on the potential identified.

Increased number of roundtable consultations with industry representatives, resulting in concrete
outcomes on business competitiveness and legal measures to support the use of new technologies for a
lower carbon footprint.

Decision to revitalize the National Economic Council to enhance business presence in decision-making and
EU integration platforms.

Ongoing review of the law on the Chamber of Commerce to improve its functioning and support
mechanisms for businesses, based on best practices.

Government-led deregulation and digitalization processes are underway to benefit the business sector.

VET education remains a priority for the Albanian government, with strengthened regional collaboration,
joint project participation, and new regional cooperation ideas.

Communication and Visibility: A dedicated S3 website (https://s3albania.org/) has been established,
available in Albanian and English, providing comprehensive information on the S3 process, meetings,

news, events, and relevant documents.
Each institution affiliated with the S3 Interministerial Committee has included a link to the S3 website.

S3 has featured prominently in media, with programs and news segments on RTSH and other TV networks,
including the new TV program "Smart Albania" on RTSH1, showcasing successful professionals and
opportunities for entrepreneurship and professional growth in Albania, and other TV programs dedicated
to business sector, all designed to inform the public about opportunities within Albania’s evolving
economic landscape.
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Another significant document, the “Brief Policy Paper on Enterprise and Industrial Policy Instruments
given Accelerated Integration under Chapter 20 of Accession Negotiations - Enterprise and Industrial
Policy,” supported by the EU-funded project Saneca, provides a comprehensive analysis and set of
recommendations designed to enhance Albania's enterprise and industrial policy instruments under
Chapter 20 of the EU accession negotiations. This paper highlights the significance of various EU-funded
programs and initiatives, explaining their access and utilization modalities, and offering strategic insights
into maximizing their benefits for Albania's integration into the European Union. It serves as an invaluable
resource for the business community in Albania, offering practical guidance on leveraging EU support for
economic growth and seamless integration into the European market®,

Future Outlook and Continuous Improvement: The S3 drafting process has laid a solid foundation for

future initiatives, including the continuous improvement of the strategy through regular updates and the
integration of feedback from ongoing stakeholder engagements. The Economic Transformation Plan (TBI),
which integrates the analysis of sectoral challenges from the S3 strategy, exemplifies the government's
commitment to applying innovative and transformative approaches to priority sectors.

In view of the above, the drafting of Albania’s National Smart Specialization Strategy has been a
multifaceted process involving high levels of governance, stakeholder engagement, innovative
methodologies, and strategic sectoral development. These achievements not only demonstrate Albania’s
proactive approach to economic and social challenges but also position the country well for sustainable
growth and integration into broader regional and European economic structures.

6. The Mapping of Economic Potential

Albania conducted the initial steps of context analysis, following the S3 Framework, by quantitatively and
qualitatively mapping the country's economic, innovative, scientific, and technological potential. Both
guantitative and qualitative diagnostic stages dealt with relevant challenges related to data availability in
the first case, and difficulties in reaching out with the stakeholders of the priority areas selected, for a
number of reasons including mistrust, post-COVID effects and related constraints, as well as lack of
information on Smart Specialization.’

The quantitative analysis was initiated at the end of 2020 and concluded in 2021, followed by the
gualitative analysis that concluded at the end of 2022.

The methodology for mapping economic, innovation, and scientific potential in Albania was based on
analyzing indicators such as employment, exports for economic potential, innovation enterprises and the
share of enterprises that introduced a product innovation. To pinpoint comparative advantages, a multi-

8 https://s3albania.org/publications/
°  https://s3platform.jrc.ec.europa.eu/w/the-identification-of-smart-specialisation-priority-domains-in-albania.-a-
mapping-exercise
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dimensional quantitative analysis was employed, focusing on NACE sectors that exhibited comparative
advantages. The Location Quotient (LQ) was used as an indicator to determine comparative advantage by
calculating the ratio of a sector's share in the country's economy to that of the size of the same industry
in the EU27. The final selection of potential priority areas was based on three criteria:

Critical mass (CM): percentage share of employees in a specific industry in total number of employees in
the economy.

Location Quotient (LQ): it measures the degree of specialization (or concentration) of an industry in a
country as compared to the same industry in a larger context. This is obtained by dividing the size of a
specific industry (measured by employees) in Albania by the size of the same industry in the EU27. The EU
was chosen as the reference as the foreseen Smart Specialization strategy will focus at the country and
not the regional level.

Relative wage index as the average wage (per industry) relative to average wages for all industries.

Critical mass: Only industries where Size is at least 0.10% will be potential candidates for having an
economic potential; 0.10% is used because small industries are less relevant for economic policies.

An industry passes the trend for the Number of employees threshold if its average annual growth rate is
at least 50% above the average annual growth rate for all industries combined; the threshold of 50% has
been selected to allow the identification of a sufficiently high number of industries.

An industry passes the trend for Average wages per employee threshold if its average annual growth rate
is at least 25% above the average annual growth rate for all industries combined; the threshold of 25%
has been selected to allow the identification of a sufficiently high number of industries.

The domains that emerged from the quantitative analysis in Albania are:

- (NACE A) Agriculture, forestry and fishing: (A01.6) Support activities to agriculture and post-harvest crop
activities; (A03.21) Marine aquaculture; (A03.1) Fishing;

- (NACE C) Manufacturing: (C10.8) Manufacture of other food products; (C24.5) Casting of metals;
- (NACE 1) Accommodation and support service activities: (155.9) Other accommodation;

- (NACE J) Information and Communication: (J61.3) Satellite telecommunications activities; (J62.09) Other
Information technology;

- (NACE N) Administrative and support service activities: (N82.2) Activities of call centers; (N82.9) Business
support services activities.

In order to support the national authorities in the follow up activities and complement the quantitative
analysis, a qualitative analysis was conducted. This enabled them to delve deeper into the pre-selected
domains and explore current and future perspectives for the EDP, by collecting non-numerical data on
intangible factors.

The qualitative analysis combined an online survey with 60 in-depth interviews among relevant
stakeholders of the territory to delve deeper into the sector dynamics, as well as to validate previous
statistical results, and identify the sub-sectors and niches with high potential for innovation.

Main results from qualitative data collection have been systematized according to the identified domains.
Cross-sectoral areas with relative opportunities and bottlenecks have been detected.
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Information/data collection was done mainly through surveys and in-depth interviews (IDls).

Identification of proposals of priority areas for entrepreneurial discovery process EDP:

The qualitative analysis indeed confirmed the outcomes of the quantitative mapping and integrated it
with further details on the potentials. It explored the following sectors: Agriculture, Fisheries and
Aquaculture; Manufacturing; Energy; Accommodation and support service activities; Information and
Communication; Administrative and support service activities.

In particular, interesting development opportunities emerged in digital transition (with the automation of
processes, the reorganization of supply chains, and the digital transformation that can lead to new
business models) and more generally in digital technologies (from applications of artificial intelligence, loT
(industrial Internet of Things) sensors, data analytics, to robotics). The ecological transition also showed
high potential, which concerns, on one hand, an intelligent use of renewable sources, energy efficiency
solutions, but also attention to business models that are aligned with international standards and
requirements. Likewise, experiences related to sustainable tourism were considered positive, especially
when integrated with quality agriculture and responsible food processing. In the case of horizontal
integrations, positive experiences included the integration of BPO services with IT solutions.

The analysis also identified the following subsectors as potentially interesting for further exploration
during the EDP: Blue economy; Healthy food; Renewable resources energy; Extended BPOs (Business
Process Outsourcing).

Summary of Qualitative Mapping Results Across Priority Domains

This section summarizes the findings from the qualitative mapping of each selected domain. It highlights
the critical insights and potential opportunities identified within each sector, providing a concise overview
of the strategic areas essential for Albania’s Smart Specialization Strategy (S3). Each domain’s analysis
reveals key factors that could influence future economic growth and innovation.

Agriculture, Fisheries & Aquaculture, and Forestry: The analysis in agriculture has highlighted the sector’s
capacity for technological advancement and sustainability. Opportunities for innovation in agricultural
practices could significantly enhance productivity and environmental sustainability.

Manufacturing: In the manufacturing sector, the focus has been on integrating modern technologies to
boost production efficiency and product quality, which are crucial for improving the global
competitiveness of Albanian manufacturing.

Energy: The energy sector analysis emphasizes the transition towards renewable sources, reflecting a
critical strategic shift necessary for energy sustainability and independence.

Tourism: Tourism insights point towards leveraging Albania’s natural and cultural heritage to promote
sustainable and diversified tourism, which can attract a broader international market.

Information and Communication Technology (ICT): For ICT, the potential for digital transformation across
various sectors stands out, indicating significant growth prospects through smart applications and
connectivity enhancements.

Additional Sectors: Similar strategic insights have been noted in other sectors such as healthcare,
education, and infrastructure, underlining the cross-sectoral impact of smart specialization initiatives.
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For a detailed presentation, please refer to the “Identification of Priority Fields for Smart Specialization in
Albania, the Mapping Process” Report in Annex 2 that includes a quantitative and qualitative mapping.
This annex provides extensive data and detailed analysis, supporting the strategic directions and decisions
outlined in this document.

Albania’s Innovation Ecosystem: Overview and Recent Developments

Although the mapping exercise to identify priority domains was conducted a few years ago, additional,
relevant information, particularly regarding the scientific and innovation potential of the country, has
been gathered, based on various reports and ongoing initiatives over the past years. The new insights
provide a more updated understanding of Albania's innovation landscape, reflecting progress in areas
such as R&D, participation in EU programs, and technological advancements. Some of the information
collected, is detailed below:

1. Performance in the European Innovation Scoreboard (EIS) 2023

Albania is categorized as an "Emerging Innovator" in the European Innovation Scoreboard (EIS) 2023, with
notable performance in environment-related technologies and sales of innovative products. However, it
remains below the EU average in several innovation metrics, particularly in R&D expenditure and
intellectual assets such as patents. Its overall innovation performance is at 41.1% of the EU average® %,
Despite this, progress is evident, especially in tertiary education and high-citation publications, which
show increasing participation in global knowledge networks'?

2. Scientific Research and Participation in H2020, Horizon Europe Programs and other EU Programs

Albania's progress in science and research, as outlined in the EU Progress Report under Chapter 25,
showcases a mixed picture. The increased participation in Horizon 2020, and outreach to the diaspora
represent significant steps forward. However, the country faces ongoing challenges, particularly in
boosting research investments and addressing gaps in private sector participation in research®?,

Albania’s participation in Horizon 2020 (H2020) has seen moderate success, securing €13.97 million in net
EU contributions across various projects. Despite a success rate of 8.74%, the country is making steady
progress, and there's great potential for even more growth ahead. This highlights the need for improved
awareness and support for institutions in their application processes. Efforts to increase engagement in
Horizon Europe are ongoing and aim to enhance Albania’s global scientific footprint.

https://research-and-innovation.ec.europa.eu/knowledge-publications-tools-and-data/publications/all-
publications/european-innovation-scoreboard-2023 en
Uhttps://www.balkaninnovation.com/news/166/european-innovation-scoreboard-2023-western-balkans-
innovation-performance

12 https://european-research-area.ec.europa.eu/documents/country-report-albania

13 https://european-research-area.ec.europa.eu/documents/country-report-albania
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Additionally, while initiatives like Erasmus+ and the Creative Europe program have fostered international
collaboration, further efforts are needed to fully implement youth and cultural policies, particularly in
expanding access to educational resources across Albania.

EU-funded programs and initiatives could significantly support Albania’s integration into the European
Union, offering resources that directly benefit the business community by fostering economic growth and
facilitating smoother entry into the European market.

3. National and EU Innovation Support Initiatives

Albania has taken significant steps to foster innovation and support startups. A key milestone is the
adoption of the National Strategy for Science, Technology, and Innovation (2023-2030), aimed at
advancing research and development in the country, foreseeing the target of 1% of GDP by 2030,

In recent years, the Albanian government has also focused on developing the innovation and startup
ecosystem. The Strategy on Innovative Entrepreneurship was approved and has already begun its
implementation. As part of these efforts, the Startup Agency was established to provide direct support to
startups. Furthermore, approximately 300 min ALL (3 million Euro) have been allocated as grants on a
competitive basis from the state budget to foster startup growth®>.

The new law on Science and Scientific Research in the Republic of Albania has foreseen the establishment
of 'Centers of Excellence,' aimed at strengthening collaboration between research institutions and the
business community, thereby promoting the commercialization of scientific research.

Complementing these national initiatives, other EU programs donor funds offer ongoing support, with a
particular emphasis on strengthening academia-business linkages, startups and SMEs support for
innovation initiatives, which are vital for creating a dynamic innovation ecosystem.

4, Patents and Publications

Although patent applications in Albania remain relatively low compared to regional averages, the
government is taking steps to address this gap. The new Law on Science includes specific provisions aimed
at enhancing the valorization of knowledge, with a focus on creating a more supportive environment for
transforming research outputs into tangible innovations.

7. The Entrepreneurial Discovery Process

The Methodology of EDP

The Entrepreneurial Discovery Process (EDP) in Albania, serving as a pivotal aspect of the Smart
Specialization Strategy, involved a sequence of collaborative endeavors and dialogues engaging
stakeholders from the quadruple helix (government, academia, business sector, and civil society). This

14 Draft Strategjia kombétare pEr KERKIMIN SHKENCOR, teknologjiné dhe inovacionin 2023-2030
15 Included within the Medium Term Budget Program 2025-2027, approved by the Government and Parliament
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process assumed a critical role in pinpointing and honing Albania’s strategic priorities across diverse
economic sectors, ultimately aiding in the development of targeted, innovative, and consequential
policies and initiatives.

The EDP*® was carefully structured to foster participation, ensuring comprehensive engagement across
the six pre-identified potential priority areas: Agriculture, Business Process Outsourcing (BPO), Energy,
ICT, Manufacturing, and Tourism. Stakeholders were carefully chosen to reflect diverse expertise and
viewpoints, thereby enhancing dialogue and ensuring thorough exploration of each sector's distinct
challenges and opportunities.

According to the S3 framework, the operational translation of these lines of activity was carried out on
the basis of a methodology in which each stage—as part of a stage-gate process—should only start after
the previous one had been completed. The entire process was divided into 7 stages, leading to the design
and formal approval of S3. The Entrepreneurial Discovery Process was the fifth stage in the process of S3
design. It aimed at bringing together representatives from the quadruple helix to discuss the already
evident or latent innovation prospects in various fields of economic activity and identify priority domains
for intervention, starting from a SWOT analysis as a basis for formulating a medium-term vision and a mix
of related policy actions.

In fact, a key aspect of the Smart Specialization Strategy was a participatory bottom-up approach based
on the involvement of quadruple helix stakeholders (Business, Academia, Civil Society, and Central and
Local Governance) to discuss and identify priority areas for intervention, as input for S3 definition.

The EDP consisted of 6 sub-stages:

5.2 Identification
of stakeholders 5.3 EDP planand
for each priority working rules
domain

5.4 Definition of
EDP working
groups

5.1 EDP training

Round tables and workshops, the main tools of the EDP, facilitated in-depth discussions, enabling
stakeholders to bring forth insights based on their experience and expertise. The discussions focused on
identifying strengths, weaknesses, opportunities, and threats in each domain, leading to a clearer
understanding of the sectors' current states and potential paths for smart specialization.

Key topics considered as outcomes of the EDP were:

e |dentification and final delineation of the domain and its sub-domains, based on credible
proposals and collaborative dialogue.
SWOT analysis conducted at both the priority domain and subdomain levels.

e Exploration of cross-innovation opportunities, highlighting notable synergies between vertical
and horizontal domains, as well as cross-innovation possibilities within vertical priority domains.

16 https://s3albania.org/wp-content/uploads/2023/10/Raport-Final-i-EDP-S3.pdf
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A first round of EDP events covering the domains of Agriculture, Energy, and Tourism was held from
October to November 2022. The remaining events took place between April and October 2023. To foster
effective stakeholder dialogue, two different tools were used: roundtables and workshops. To ensure the
effectiveness of each event, meetings were scheduled to avoid having roundtables and workshops related
to the same domain on consecutive days. Workshops were also sequentially scheduled in different weeks
to allow enough time to process the findings from the roundtables and to present and validate them
during the national workshops. Additionally, roundtables played a significant role in spreading awareness
of what S3 is and increasing recognition of its importance for innovation-driven development in Albania.
After the initial roundtables held in 2022, to enhance the visibility of the EDP process and promote more
informed participation, the Albanian government organized an EDP kick-off meeting in April 2023,
attended by 175 representatives of the quadruple helix. The event took place in Tirana, with participants
including 55 government representatives, 49 from business, 34 from academia, and 37 from civil society.

To foster stakeholder dialogue within the six thematic domains identified as relevant from the mapping
exercise, a total of 33 events were organized by the S3 national team from October 2022 to October 2023.
From these events, 28 national workshops and roundtables with the participation of 964 individuals, with
629 attending the roundtables and 335 participating in the workshops. An opening and a closing national
event have been held, as well as 3 bilateral workshops with neighboring countries. In total, in the EDP
process participated 1650 representatives from quadruple helix actors. This phase entailed the creation
of a report, which formed the foundation for the strategy and was ultimately validated by the JRC.
Furthermore, the S3 National Team and the coordinators from institutions part of the Inter-ministerial
Committee convened on September 1, 2023, for a one-day meeting to discuss the findings and develop
proposals regarding priorities for the Inter-ministerial Committee for S3.

A concluding event for the EDP has been held on October 31, 2023, where the results of the EDP have
been presented to all stakeholders that participated in this EDP phase as well as next steps toward the
finalization of S3 based on the insights from the report generated during the EDP phase and the outcomes
of bilateral meetings with neighboring countries. This event gathered more than 260 participants from
quadruple helix actors, ministers and high level officials of the Government and representatives of
agencies and institutions part of the S3 Interministerial Committee, rectors and other representatives of
academia, associations, business and civil society participated in this comprehensive activity. The
conference was also attended by ambassadors and representatives of diplomatic missions in Albania, the
European Union Delegation in Tirana and international organizations.

The S3 process served also as a very good opportunity to strengthen regional collaboration with
neighboring countries, exchange experience, and jointly participate in projects and platforms. The 3
bilateral meetings we had during EDP with Kosovo, Montenegro and North Macedonia led to concrete
ideas for regional projects for better cooperation.

The overall feedback on stakeholder engagement was highly positive, both qualitatively and
guantitatively. Most invitees responded affirmatively to the invitations and confirmed their participation,
with some suggesting additional qualified subjects to be invited, thereby helping to spread awareness of
the S3 approach among stakeholders.

Furthermore, the Entrepreneurial Discovery Process underlined the importance of defining cross-cutting
measures specifically related to improving the national innovation ecosystem. It suggested that investing
in human capital by increasing scientific and technological skills at all levels was crucial. This involves
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revising educational and training programs to focus on STEM disciplines and specific curricula related to
S3 priorities, and investing more in lifelong learning. Additionally, fostering a culture of innovation in
schools and among young generations aimed at enhancing talents and preventing their emigration was
another objective, to be pursued with specific policy actions. Finally, it was imperative to define a specific
support framework for technology transfer processes by enhancing linkages between technology supply
side, technology adopters, and intermediary support service providers.

Drawing from this valuable experience, the bottom-up approach will serve as the primary stakeholder
consultation methodology for major strategies and policy documents in Albania going forward.

EDP identified the following S3 priorities that have been discussed and adopted by the S3 Interministerial
Committee.

8. Strategic sectors and priority domains

The identification of vertical key priority domains and horizontal priority domains/interventions emerged
during the EDP as vital areas of focus due to their high economic, innovative, and research and
development potential for creating new added value for the economy. The landscape of each sector,
illuminated by the insights gained through the EDP, offered a vision refined by stakeholder contributions.

Priority domains identified based on the EDP process?’
Domain 1: Renewable Energy and Natural Resources

With its favorable geographical location, abundant natural resources, and a growing commitment to
environmental stewardship, Albania has made substantial strides in harnessing renewable energy to meet
its energy needs. Moreover, the energy sector has also created even greater opportunities for investment,
job creation, and economic growth. Recognizing the strategic importance of renewable energy, Albania
has strategically targeted the renewable energy sector as a key area for the development of smart
specialization paths.

Vision: Increasing the renewable energy production, being regional leader in renewable energy
production and raw materials sector and assure exploiting and responsible management of its abundant
natural resources, fostering environmental sustainability, energy security, green transition and increase
competitiveness of the economy, through strategic investments, innovative technology, and sector
reforms that will create sustainable and clean energy production in respect of the environment.

Sub sectors:

Renewable Energy: Enhancing the diversification of renewable energy sources for a sustainable future,
combining Solar, Wind, Hydro, Geothermal and Biomass Energy by:

7 https://s3albania.org/wp-content/uploads/2023/10/Raport-Final-i-EDP-S3.pdf
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- Promoting the development of solar and wind energy projects to diversify the renewable energy
portfolio, harnessing Albania's ample sunlight and wind resources for clean power generation;

- Encouraging the utilization of waste-to-energy technologies, innovative technologies and biomass
resources for clean energy production, reducing landfill waste and promoting resource efficiency;

- Promoting a diverse mix of renewable energy sources and emerging technologies to reduce
dependence on a single source;

- Capacity Building and Research by boosting skills and research capabilities by fostering
partnerships between academia, industry, and government

- Supporting modern and flexible grid infrastructure and energy storage that can efficiently handle
the various nature of renewable energy resources and enable cross-regional energy sharing.

Raw materials: Enhancing exploration, exploitation and processing of mineral raw materials by:

- Exploring and exploiting raw materials while adhering to sustainability goals like the European
Green Deal involves adopting eco-friendly practices. This includes minimizing environmental
impact, promoting recycling, and ensuring responsible resource management to support a more
sustainable future;

- Supporting and promoting initiatives that encourage collaboration between academia, business
and government, sharing data, knowledge and resources, and encouraging technology transfer,
that lead to technological advancement, economic growth and sustainable resource
management, benefitting both society and the economy;

- Encouraging cooperation and participation in extraction, processing and refining EU supply chains
and organizations/institutions as EIT raw materials.

Environmental Preservation/Sustainable Forest Management: Implement responsible forest
management practices, including reforestation and sustainable timber harvesting, to balance economic
gains with environmental conservation.

The SWOT analysis for Renewable Energy and natural resources in Albania highlighted several weaknesses
that needed addressing to bolster the sector's development. The reliance on traditional energy sources
resulted in the underutilization of abundant renewable resources like biomass and organic waste due to
insufficient recycling facilities. The infrastructure for renewable energy generation and transmission is still
limited, including a critical lack of energy storage systems. The regulatory framework is inadequate,
lacking sufficient incentives and clear legal directives to promote renewable energy. There was also a
notable absence of a comprehensive master plan for zoning and potential investment areas, compounded
by a shortage of supporting data and land categorization for effective information management.

Furthermore, the renewable energy sector also has a scarcity of specialized workforce capacities tailored
to emerging technologies. Academic programs and scientific research dedicated to renewable energy are
insufficient, hindering knowledge and skill development. The absence of an energy market, including
smart metering systems, limited efficient energy consumption and management. Lastly, there was a lack
of incentives for businesses and citizens to adopt more efficient energy consumption practices.

The SWOT analysis for Renewable Energy and Natural Resources highlighted the following strengths,
weaknesses, opportunities and threats of this domain:
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Opportunities

Growing demand for clean energy in domestic and international markets
Access to European Union (EU) funding and support for renewable
energy projects

Potential for technology transfer and collaboration with international
partners

Potential for Investment/research in smart grids applying the concept of
the Internet of Things (houses, buildings, hotels, roads, etc.)
Development of energy market analytics linked to the liberalization of
the sector and the creation of Albanian Energy Stock Market ALPEX
Growing attention of citizens and businesses towards sustainable energy
use practices

Increasing incentives for attracting investment and development of the
domestic supply chain for renewable energy

Potential for use of biomass and organic waste as a renewable energy
source

Potential of the applications of Al and new technologies for the
development of agro voltaic

Growing demand for the provision of renewable energy systems applied
to new buildings

Threats

Dependence on imported energy resources and fluctuating prices due
to geopolitical instability impacting the energy sector globally
Competition from neighboring countries in attracting renewable
energy investments

Technical challenges related to grid integration and energy storage
High cost of initial investments in renewable energy plants

Cyber security issues related to management of energy systems, due
also to lack of specialized skills

Emigration of workforce

Limited incentivizing/subsidizing framework only for large-scale
producers

Risk arising from climate change to the stability of the renewable
energy supply (including water resources)
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- Offering farm-to-table dining: Promote the consumption of locally sourced, fresh produce.
This is of dual benefit as it encourages locally grown food and also supports small-scale
farmers. Such experiences can also be accompanied by culinary workshops;

- Offering farmers’ markets and agro-festivals: Organize regular farmers' markets and agro-
festivals where local producers can sell their goods directly to visitors. These events can
feature cultural performances and workshops to enrich the experience.

- Encouraging sustainable practices: Encourage farms to adopt sustainable and eco-friendly
practices. Certify farms that meet specific sustainability criteria to attract eco-conscious
tourists.

Ecotourism and Sustainable Tourism Development: Develop and promote ecotourism initiatives that
contribute to develop and support ecotourism destinations communities, including hiking and wildlife
conservation, adventure and sports tourism and agritourism, to capitalize on Albania's diverse landscapes
and biodiversity. Prioritize sustainable tourism practices that minimize negative environmental and social
impacts. This may include responsible waste management, conservation of natural resources, and
reduced carbon footprint. Examples include but are not limited to:

- Investing in Waste Management, Environmental Protection, and Collaboration with Local
Authorities;

- Ensuring reliable statistical data and understanding market trends, informed planning in the
tourism sector is facilitated, which necessitates enhanced coordination between government,
tourism institutions, and industry stakeholders to effectively monitor performance and
develop sustainable strategies;

The high level of interest in the smart growth of Albania's tourism sector led to the organization of six
roundtable discussions focused on potential paths of innovation, including Mountain, Health, , Sea and
Agro Tourism, Diversified Tourism, and the Development of the tourism and hospitality market. These
discussions highlighted several common and specific findings.

The national workshop, conducted in the context of EDP, reviewed these findings to identify strengths,
weaknesses, opportunities, and threats for a smart specialization path in the tourism sector, underscoring
Albania's potential in various sub sectors like sea, mountain, cultural heritage, adventure, and ecotourism.
By focusing strategically on these areas and leveraging technological advancements, Albania aims to
enhance its tourism competitiveness, improve visitor experiences, and maximize socio-economic benefits.

Addressing these weaknesses is crucial for Albania as it aims to capitalize on its natural and cultural assets
and transform its tourism sector into a year-round source of sustainable economic growth.

The SWOT analysis for Sustainable and Diversified Tourism highlighted the following strengths,
weaknesses, opportunities and threats of this domain:
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Strengths

Natural beauty: Albania can boast of having 4 UNESCO World Heritage
sites and its nature is rich in beaches, rugged mountains, national parks,
natural thermal springs and mineral-rich waters, offering diverse and
attractive landscapes for tourists

Cultural heritage: the country's rich history, archaeological sites, and
cultural traditions provide unique opportunities for cultural tourism and
heritage exploration

Affordability: compared to other European destinations, Albania offers
relatively lower costs, making it an appealing option for budget-
conscious travelers

Authentic experiences: Albania's relatively unexplored tourism
landscape allows visitors to experience authentic and untouched
destinations, contributing to a sense of adventure and discovery
(“experiential tourism”)

High strategic focus by Government on the development of the sector,
which translates into a dedicated fiscal policy, an offering of supportive
financial schemes and in the implementation of marketing strategy to
promote Albania as an international tourist destination

Geographic position and favorable climate

Perception of Albania as a safe tourist destination

Weaknesses

Human capital/workforce: this includes limited skilled workforce, skills
gaps and mismatch, seasonal employment, training and professional
development, Language skills

Seasonal concentration: the tourism industry in Albania is highly
seasonal, with a majority of visitors arriving during the summer
months, leading to underutilization of resources and limited year-
round employment opportunities

Infrastructure gaps: while improvements have been made, there are
still gaps in infrastructure development, particularly in remote
mountainous areas, limiting access and the overall visitor experience
Quality of services: the quality of hospitality services, including
accommodation, dining, and tourist facilities, needs further
enhancement to meet international standards and customer
expectations

Low development of digital services within businesses and for
accessing tourist services

High weight of informal market and lack of business standardization
Lack of sustainable tourism practices, in terms of regulations and
guidelines to encourage responsible tourism, including waste
management systems, energy-efficient practices, and conservation
initiatives to protect cultural heritage and preserve natural ecosystems
Inadequate development of Public transport services

Low level of collaboration between business sector, academia and
government

Absence of a long term policy in tourism, due to weak planning
capacity, resulting also in frequent changes in legal framework and in
the lack of harmonization of urban planning rules that do not allow
companies to plan their investments
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Opportunities

Growing investments in the development of infrastructure to support