
Journal of International 
Academic Research for Multidisciplinary 

 

        ISSN 2320 -5083 
 
 
 
 
 
  
 
 
 

A Scholarly, Peer Reviewed, Monthly, Open Access, Online Research Journal 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

                                      Impact Factor – 1.393 

 
 
 
 

VOLUME 1 ISSUE 12    JANUARY 2014 
 
 
 
 

A GLOBAL SOCIETY FOR MULTIDISCIPLINARY RESEARCH 
 
 

www.jiarm.com 
 

A GREEN PUBLISHING HOUSE 



Editorial Board 
 
 
 
 

Dr. Kari Jabbour, Ph.D 
Curriculum Developer, 
American College of Technology, 
Missouri, USA. 

 
Er.Chandramohan, M.S 
System Specialist - OGP 
ABB Australia Pvt. Ltd., Australia. 

 
Dr. S.K. Singh 
Chief Scientist 
Advanced Materials Technology Department 
Institute of Minerals & Materials Technology 
Bhubaneswar, India 

   
  Dr. Jake M. Laguador 
  Director, Research and Statistics Center, 
  Lyceum of the Philippines University, 
  Philippines. 
 

Prof. Dr. Sharath Babu, LLM Ph.D 
Dean. Faculty of Law, 
Karnatak University Dharwad, 
Karnataka, India 

 
Dr.S.M Kadri, MBBS, MPH/ICHD, 
FFP Fellow, Public Health Foundation of India 
Epidemiologist Division of Epidemiology and Public Health, 
Kashmir, India 

 
Dr.Bhumika Talwar, BDS 
Research Officer 
State Institute of Health & Family Welfare 
Jaipur, India 

 
Dr. Tej Pratap Mall Ph.D 
Head, Postgraduate Department of Botany, 
Kisan P.G. College, Bahraich, India. 

 
Dr. Arup Kanti Konar, Ph.D 
Associate Professor of Economics Achhruram, 
Memorial College, 
SKB University, Jhalda,Purulia, 
West Bengal. India 

 
Dr. S.Raja Ph.D 
Research Associate, 
Madras Research Center of CMFR , 
Indian Council of Agricultural Research, 
Chennai, India 

 
Dr. Vijay Pithadia, Ph.D, 
Director - Sri Aurobindo Institute of Management 
Rajkot, India. 

Er. R. Bhuvanewari Devi M. Tech, MCIHT 
Highway Engineer, Infrastructure, 
Ramboll, Abu Dhabi, UAE 
 
Sanda Maican, Ph.D. 
Senior Researcher, 
Department of Ecology, Taxonomy and Nature Conservation 
Institute of Biology of the Romanian Academy, 
Bucharest, Romania 
 
Dr. Reynalda B. Garcia 
Professor, Graduate School & 
College of Education, Arts and Sciences 
Lyceum of the Philippines University 
Philippines 
 
Dr.Damarla Bala Venkata Ramana 
Senior Scientist 
Central Research Institute for Dryland Agriculture (CRIDA) 
Hyderabad, A.P, India 
 
PROF. Dr.S.V.Kshirsagar, M.B.B.S,M.S 
Head - Department of Anatomy, 
Bidar Institute of Medical Sciences, 
Karnataka, India. 
 
Dr Asifa Nazir, M.B.B.S, MD,  
Assistant Professor, Dept of Microbiology 
Government Medical College, Srinagar, India. 
 
Dr.AmitaPuri, Ph.D 
Officiating Principal 
Army Inst. Of Education 
New Delhi, India 
 
Dr. Shobana Nelasco Ph.D 
Associate Professor, 
Fellow of Indian Council of Social Science 
Research (On Deputation}, 
Department of Economics, 
Bharathidasan University, Trichirappalli. India 
 
M. Suresh Kumar, PHD 
Assistant Manager, 
Godrej Security Solution, 
India. 
 
Dr.T.Chandrasekarayya,Ph.D 
Assistant Professor, 
Dept Of Population Studies & Social Work, 
S.V.University, Tirupati, India. 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, ISSN: 2320-5083, Volume 1, Issue 12, January 2014 

 

278 
www.jiarm.com 

FOREIGN DIRECT INVESTMENT IN BANKING SYSTEM – THE WAY THE 
ALBANIAN DEPOSITS ARE MANAGED 

 
DR. ELIDIANA BASHI (PEMAJ)* 

PROF. AS. DR FATBARDHA MOLLA** 
 

*Finance Lecturer University “Luigj Gurakuqi” Shkoder, Albania 
**Finance Lecturer University “Luigj Gurakuqi” Shkoder, Albania 

 
ABSTRACT  
 This paper, speaks about banking system, its importance in the Albanian market, and 

the foreign influence in banking sector investments. Analysis investment consists in the study 

of the banking sector to foreign investment, in Albania enabling recognition and 

dissemination over the years, their impact on the special features micro and macro of the 

country, ownership and group. In addition, this study is focused to this part of the foreign 

direct investments, because, according to the figures during 2011, the paid capital from the 

banking system has signed an increasing of 12.5 milliard Albanian leke, or about 16.8 % 

increase versus the precedent year. During 2011, foreign capital has given the main 

contribution, representing about 94.7 % of the system increasing. This capital has increases at 

about 11.9 milliard Albanian leke or 17.2 %, versus the domestic capital with Albanian origin 

has increased at 670 million Albanian leke or 12 % versus 2010. As result the specific weigh 

of foreign capital in Albanian banking system, has increased at 92.8 % versus 92.5 % that 

signed during the end of December 20101. This paper leads our thinking to know the 

positives and negatives that offers us the Albanian environment to assess the trend of this 

country to attract foreign direct investment in the banking sector. The data for this paper were 

collected, based on various sources such as the Web pages, direct interview with foreign 

managers from banking sector, official data from INSTAT, general directorate of taxation in 

Albania etc.  Berzh,1994 After discussing the former capital origin of the banking system in 

albania, this paper analyses the content of banking system investments during this years of 

financial crisis, related to how it modifies the consumers decisions related to consume and 

savings in banking. 

 

KEY WORDS: Foreign Direct Investments, Financial Intermediaries, Index Of Loans To 

Deposits During, Restructuring, Banking System 

 

1.INTRODUCTION  

 Within a free market economy, financial system fulfills the main functions, that 

related to good and services exchange, mobilization and the capital spread, gaining so the 
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elaboration and the information spread, by managing the quality control and risk2.  It is fact 

that high level of foreign investments in banking sector – in the countries among an economic 

transformation, have attractive to the financial international institutions.  

A bank chooses to expand in foreign countries for two main reasons: 

1. First, is expanding of their financial institution globally. 

2. Second, to follow its internal commercial partners that have, already begun their 

trading activity abroad. 

The paper analyze consists in a banking sector analyze of Albania, the way how these direct 

investments have channelized the banking savings in Albania to be invested abroad frontiers 

of our country.  

2. Microeconomic – Macroeconomic Impact. 

According to a study that, refers to official data of BERZH1, it shows that the countries that 

have attracted great amounts of foreign investments, have reached a high grade of 

macroeconomic and politic stability and more over the increase trends are very favorable. 

These incoming countries try to have a better infrastructure, an improved legal system, a 

favorable team of working people and a high qualified foreign banking sector.  

Exist many thesis and reasons that believe that IHD – can be favorable to economic and 

institution development of a country in transition.  

Banking sector is favorable for these reasons2: 

1. First, mainly in transition countries, the government play, an important role and has a 

stronger presence in banking sector. 

2. Second, a very poor legal infrastructure is common characteristic on economies in 

transition.  

3. Third, in the first phase of transition, the potential number of the clients is very low, even 

though some markets have a promising future, in medium and longterms.  

4. Fourth, many teoriciens have stressed the malfunction of the credit markets in an economy 

in transition. Sepcially, during the first phase of transition, the firms liquidity was getting 

worse, as result of a continous insufficience of credit bankings reimbursements.  

Economic structureof the transition countries is very special, compared to developing 

economies. Economies in transition have a developed industrial sector and a primitive 

financial sector, making a gap that brings insufficience and malfunction of a market 

economy. As result, financial and banking sectors, are rebuilt again from the beginning.  
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2.1. The profits that takes an economy in transition from entering foreign banks in the 

market.  

The profits taken from direct forign investments in banking sector, become bigger in 

transition economies. As result, a possible improvement of the human resources because of a 

foreign mamangement is specially important to economies in transition,where the necessary 

abilities for banking business are extremely small, specially in the first years of the transition 

period:  

 Foreign direct investments in banking sector, at the beginning of the albanian 

transition, the creation of a banking system of two levels has produced an internal oligopol. 

The new entrance of foreign banks can reduce the power of domestic banks in some market 

niches. The entrance of foreign banks in the market, increases the competition, with lower 

banking commissions and improved services.  

 Profits include new financial regulations. Foreign investments can influence in 

banking regulations and legacies adopting western standards of banking regulation and 

financial supervising.2Levine, 1997 

 Foreign intervention can increase financial power of foreign banks through the 

capitalisation of domestic institutions and help in problem solving of the internal dificulties 

through purchasing banks with problems.  

 

2.2. Adverse opinions for entrance of foreign banks in economies in transition.  

There are many risks and costs that accompaign the process of entrance of foreign banks in 

the host countries. 

 The main reason, adverse the participation of direct foreign investments in the 

banking sectors in transition economies, is the frightening from the domination from foreign 

banks specially when the strategies of these banks is oriented at banking individual system.  

 In some countries, mainly countries in transition, depositors have more trust in the 

guarantee that give foreign banks, giving domestic banks a signed diadvantag1. In the first 

years of albanian transition, foreign banks had dificulties in market entrance. This happened 

specially from the lack of information 1. As result the domination risk can happen in longterm 

periods, when domestic banks had enough time to concentrate at higher level of competition.  

 Another argument is that the government, have the possibility to control domestic 

banks compared to foreign banks. Foreign banks adopt their economic politics, adopting to 

the regulations, laws and terms they have found in the host countries.  
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 Another term to be discussed focused to this matter, is capital absorvation. The main 

risk of this regulatory market is that foreign banks can compete to local deposits and passing 

investments abroad the country, as result of tight influence to international financial 

community.  

 The other reason, is connected to the portfolio structure, compared from foreign banks 

to domestic banks. In transistion econmies, foreign banks may have difficulties in valuating 

the new private sector, mainly small enterprises, on the other hand foreign banks are most 

informed to multinational companies, more than domestic banks.  

 Foreign banks, mostly involve at top managing levels – foreigners, that are strange to 

domestic habits and regulations of the host countries. At the lowest managing levels – you 

find mostly inhabitants of host country. This level diversification is not related to the 

capacities of top managers origin, but mainly to the strange behavour that foreigners mostly 

show. 
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3. Table of most foreign banks that operate in Albania 

 

In Albania are 16 banks that operate in banking sector, and the table shows that about 99 % 

of the banks are foreign direct investments from European or Asiatic banks.  
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Source: Bank of Albania 
 

4. Conclusions and recommendations 
 

4.1 Conclusions 
 

1. In the territory of Albania operate about 16 banks, that are mostly foreign financial 

institutions owned. From the list of banks make exception, Credins bank at 70 % of 

Albanian capital, Societe Generale Bank (ex folk’s bank) at 25 % of Albanian capital, 

and the last Union bank Albanian at about 87 % of Albanian capital.  

2. Other banks are owned by the international financial institutions. They bring in 

Albania their foreign experience and make business under Albanian Law and 

regulations of central Bank of Albania. 

3. The top management of this, foreign banks are generally foreigners that come to be 

part of the Albanian banking sector. Generally foreign banks in Albania, do not 

involve in top managements Albanian. They do justify this action, to the ability of 

Albanians to communicate to the market, mostly in the lowest management levels. 

4. Based upon the type of ownership, banks are part of three partaining groups: banks 

state owned, common capital owned banks: both state and private ownership, and 

banks totally private owned.  

5. During 2008, tha capital of banking system, was included in important structure 

evolutions, that made the foreign owned capital very dominant.  

6. Till the privatization of savings Bank, Raiffeisen Bank, the banking sector in Albania 

was made, mainly of state owned banks. 
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7. The foreign investments in Albanian banking sector, influence the way the deposits of 

Albanians are invested. 

4.2 Recommendations: 
In terms of recommendations: 

1.  The first, is connected to the possibility of involving Albanian inhabitants at the 

top management of the banking sector system. 

2. A better definition of reporting and accountability is needed and as well the 

transparency in the deposit investments is required. 

3. Especially for Albania, data show that compared to the last year, banking 

investments are increased over 36.3 % or in value are about 700 million dollars. 

This figure shows that banks have enough liquidity. Only for the last two years, 

according to the data of Bank of Albania, the deposits in banking system have 

increased at 1.5 milliard dollars.  

4. Official sources from bank of Albania show that Albanian savings are not given in 

loans, to vitalize the Albanian economy, but foreign banks have invested them in 

their origin countries. 

About three years ago, the index of deposit spread in loans was over 70 %. The 

index of loans\deposits in foreign currencies have decreased from 110 % to 75 %. 

This is related to the world’s bank classification, that ranks Albania as the country 

with lowest financial intermediation in East- European countries, because the 

index of loans\deposits varies from 90 % to 120 %. 

5. To solve this problem, Bank of Albania should be more hard in its regulations 

over the banking sector – specially to foreign owned banks. (As the last regulation 

Bank of Albania, that classifies banking investments abroad with the highest risk 

index – by forcing them, to keep reserves not invested for each Albanian money 

invested  abroad) 

References  
1. Bank of Albania, “Report on Banking survey”, 2011 
2. Bank of Albania, “Report on banking survey”, 2012 
3. Fishta I. (1999) “Intervention of foreign capital and its role in Albanian invading 1936 – 

1939” Tirana 
4. Lavdosh Zaho, Drini Salko (2008), “Teknike Bankare”, pages 22-24 
5. http://ces.epoka.edu.al/icme/FDIinbankingsystemDKEL.pdf 
6. http://idea.uab.es/abrindusa/research/paper%20FDI%20transition%20countries.pdf  
7. http://econpapers.repec.org/paper/csldevewp/133.htm 
8. http://ces.epoka.edu.al/icme/National_Swot_Analysis_Albania_FDI_OD.pdf 
9. http://www.bankofalbania.org/web/Raporti_Vjetor_i_Mbikeqyrjes_2008_5515_1.php?kc

=0,8,6,0,0 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, ISSN: 2320-5083, Volume 1, Issue 12, January 2014 

 

285 
www.jiarm.com 

10. http://www.bankofalbania.org/previeëdoc.php?crd=5515&ln=1&uni=2009082808441365
45http://www.venetobanka.al/RRITETKAPITALIDHE 

11. http://www.venetobanka.al/PROFILIIVENETOBANKA 
12. http://www.bkt.com.al/308.aspx 
13. http://www.tiranabank.al/dokumenti.asp?id=94&kujam=Banka%20jone&menu=6 
14. http://www.intesasanpaolobank.al/ 
15.  http://www.unionbank.com.al/profil-i-shkurter 
16. http://www.fibank.al/index.php?option=com_content&vieë=article&id=8&Itemid=13&la

ng=en 
17. http://www.bankofalbania.org/previeëdoc.php?crd=3447&ln=1&uni= 
18. http://www.bankofalbania.org/ëeb/Koke_e_serive_kohore_te_Publikuara_22_1.php?evn=

agregate_detaje&evb=agregate&cregtab_id=263&periudha_id=5 
19. http://www.botasot.info/home.php?id=18417 
20. http://www.epokauniversity.com/icme/volume1.pdf 

   
 
 
 
 
 
 
 
 
   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


