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BACKGROUND ON THE DOCUMENT

NSSED is the basic document of the mid-term and long-term government policies. The
first document of NSSED was prepared in 2001, called the Growth and Poverty
Reduction Strategy, GPRS.

GPRS offered a deeply argued analysis of the transition, the dynamism, the weaknesses
and opportunities of this period, a mid-term priority public measures program of
measurable objectives, and a basic long-term vision of the development of the country.

The efforts made to implement the strategy during the year 2002, to extend it over a
variety of fields and sectors, to raise the level of participation, and to focus it on
intermingling and intersecting issues helped to transform GPRS into a Socio-Economic
Strategy for the country.

After entering the Association Stabilization Agreement negotiations with European
Union in 2003 and participating in the process of Millennium Challenge, the content of
NSSED enriched and changed into a core document forwarding the country towards
progress and European integration.



NSSED-A DYNAMICALLY IMPROVED DOCUMENT

NSSED is a dynamic document constantly modified and improved. Its modifications and
improvements are based on :

the experience gained in the process of implementation of two-year priority
measures program and in an objective analysis of the level of accomplishment;

the increase of the monitoring and evaluating capacities;

deepened studies and a constantly extending and improving database;

strategic and operative reflections and adoptions in fields and sectors included in
the strategy that are orientated by NSSED but that affect its improvement;
reflections and adoptions of objectives and/or measures that arise from processes
of regional, European and global integration;

local interpretations of NSSED and on development strategies for the regions of
the country;

the evolution of factors that affect the course of development on a sectoral, cross-
sectoral and overall basis;

and on a wide and open process of consultation with interest groups in response of
their dynamically evolving vision, interests and attitudes.



WHAT DOES THE DOCUMENT OFFER?

It offers a deep analysis of the implementation of priority public measures and of the
level of accomplishment of the main objectives for the year 2003, the objectives and the
priority public measures program for the mid-term period 2003-2007, and some of the
basic objectives of the socio-economic development of the country planned for the long-
term period 2004-2015. The objectives and the priority public measures for the year
2004, as well as those for the mid-term period 2004-2007, are planned to prioritize and
bring them in harmony with the financial means, with the annual and mid-term budget,
and with the perspective of the European integration and Millennium Development
Goals.



LONG-TERM VISION IMPROVEMENT

Based on the main goals of strategy for socio-economic development of the country and
keeping up with them, the 2003 Progress Report of NSSED is primarily orientated
towards: (i) the vitalization and harmonization of mid-term and long-term development
objectives; (i1) the principle of further prioritization of public measures; (iii) the real
costing of priority public measures; (iv) the extension of Albanian ownership of NSSED;
(iv) the advance towards integration with a specific and referring document that contains
all the agendas of government; (v) and the promotion of national and all-inclusive aspect
of NSSDE.

In addition, this document offers an improved mid-term vision and it serves as a starting
point for a long-term visionary process based on credible and realistic analyses. The
poverty profile and social problems are viewed by taking into consideration the access to
services, the prevalence of it in various regions and areas of the country and the influence
it has on various groups of population. Moreover, the document attaches great importance
to the “crossing” issues, such as a better linkage as to SAA - NSSED - MDG, the Gender
issue, the local and environment development etc.

There is a wide range of policies in Albania dealing with socio-economic priorities as to
the country security and institutions. As a comprehensive national strategy, NSSDE is
designed to assume a fully integrating role. For instance: (a) MDG are already included
in NSSDE providing it with a more reliable long-term vision; (b) first steps are taken to
make SAA part of NSSDE; (c) a full scheme of monitoring process and a corresponding
information system (MIS) is planned to monitor the implementation of the thirty five-
month program of Albanian Government etc.



PROGRESS ACHIEVED FOR THE YEAR 2003

In the context of advancing the implementing, monitoring and evaluating role of NSSDE
for the year 2003, efforts were made to improve the information of matrices and to
reorganize it into a new format, which unifies and standardizes the display of information
and makes it easier to understand. The attempt to prioritize public measures at all the line
ministries was eased by using a prioritization coefficient of a well-defined methodology.
While the budgeting cycle limits the possibility of costing the priority measures, the test
to perform this operation after a considered effort was successful. A special attention was
given to improve the series of indicators that measure the sectoral progress of the Line
Ministries. Identifying the measurable indicators remains one of the future challenges to
NSSDE Department and to the Line Ministries Monitoring and Evaluation Units. The
identification of a basket of indicators that measure the progress at a national level was
achieved due to the collaboration and assistance in the context of Trust Fund and DID.

Civil society improved its quality of participation in the process of drawing up the 2003
Progress Report. Its contribution to the process was organized in two tracks to ensure a
more typical and a better involvement of interest groups. Under the supervision of
NSSDE Department, the Line Ministries realized the cross-ministerial track. The
international partner’s track secured the best involvement of interest groups even at a
local level. The local government played a very important role in the process by enabling
the “regionalization” of strategy. Finding out a better instrument or process of linking the
National Strategy to regional development priorities is still an upcoming challenge.



Tab. 1: List of Abbreviations 1-1

ABBREV FULL NAME

2KR Agricultural Production Growth Project

AAATA Assistance for Albanian Associations of Trade and Agribusiness
AIDS Acquired Immune Deficiency Syndrome

AMC Albanian Mobile Communication

ANEP Agricultural National Extension Project

GAASS General Administration of Assistance and Social Services
TRHA Tirana Regional Health Authority

ASP Agricultural Services Project

WB World Bank

EU European Union

EBRD European Bank for Reconstruction and Development

BA Bank of Albania

DID Department for International Development

DPA Department of Public Administration

GFPD General Forest and Pasture Department

NSEEDD National Strategy for Socio-Economic Development Department
ESAF 1 Enhanced Structural Adjustment Facility 1

ESAF 2 Enhanced Structural Adjustment Facility 2

RFF Rural Finance Fund

IMF International Monetary Fund

FYROM The Former Yugoslav Republic of Macedonia

ADF Albanian Development Fund

NACSG National Advisory Civil Society Group

GTC German Technical Cooperation

IDA International Development Agency

IFAD International Fund for Agricultural Development
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ABBREV

FULL NAME

IFC

IFDC

FDI

VRI

INSIG

INSTAT

IPRSP

PHI

HII

IT

PATI

UPI

AAC

NPRC

CM

CSC

LSMS

MADA

MAFF

MES

MAF

ME

MF

MI&E

MICS

LM

MEn

International Finance Corporation
International Fertilizers Development Center
Foreign Direct Investment

Veterinary Research Institute

Insurance Institute

Institute of Statistics

Interim Poverty Reduction Strategy Paper
Public Health Institute

Health Insurance Institute

Information Technology

Public Administration Training Institute
Urban Planning Institute

Albanian Agribusiness Council

National Property Restitution Commission
Council of Ministers

Civil Service Committee

Living Standard Measurement Survey
Mountain Area Development Agency
Mountain Area Financing Fund

Ministry of Education and Science
Ministry of Agriculture and Food
Ministry of Economy

Ministry of Finance

Ministry of Industry and Energetics
Multiple Indicators Cluster Survey

Line Ministries

Ministry of Environment
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ABBREV FULL NAME

MLSA Ministry of Labor and Social Affairs

MLGD Ministry of Local Government and Decentralization
MTEF Medium-Term Expenditure Framework

NFRE Non-Farm Rural Economy

MEU Monitoring and Evaluation Unit

WHO World Health Organization

WTO World Trade Organization

NGO Non-Government Organizations

GDP Gross Domestic Product

ERP Economic Reform Program

NCCUDR National Center of Children Upbringing, Development and Rehabilitation
HC Health Center

TUHC Tirana University Hospital Center

SAA Stabilization Association Agreement

USA United States of America

SIDA Swedish International Development Agency
NSSED National Strategy for Socio-Economic Development
SME Small and Medium Enterprise

IPRS Immovable Property Registration System

STD Sexually Transmitted Diseases

VAT Value Added Tax

TAU Tirana Agricultural University

UNDP United Nations Development Program

UNICEF United Nations Children’s Fund

USD United States Dollar
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MAIN ECONOMIC AND SOCIAL DEVELOPMENTS IN 2003

As the second year of NSSED implementation, the year 2003 led to a further improvement in the
major macroeconomic balances. The further macroeconomic stabilization is generally proved by
the high level of economic growth, the low level of inflation, the decrease in current account deficit
and budget deficit, and the increase in reserve currency.

The growth rate of gross domestic product (GDP) for the year 2003 recorded a positive change. It
mounted up by 6% in real terms, as compared to 4.7% in the previous year. A notable event in
2003 was the growth by 25.2% of per capita GDP reaching the amount of $1950.

In 2003, growth was based on the stabilizing macroeconomic policies orientated towards
lessening of disturbing effect after the shocks given to economic system in 2002. The average
annual inflation, measured by the consumer price index (CPI), came to a level of 2.37% in 2003,
as compared to 5.3% in the previous year. The inflation rate by the end of 2003, as compared to
the same period in the previous year, went down to 3.3%, i.e. within the target limits of 2%-4%,
set by the Bank of Albania. Another indicator that speaks to some extent for a further
macroeconomic stabilization is the decrease in budget deficit from 5.6% of GDP in 2002 to 4.6%
of GDP in 2003 (including grants). The deficit financing was made to the extent of 70.5% (or 3.2%
of GDP) by domestic sources and no more than 29.5% (or 1.3% of GDP) by foreign loans as
against 49% and 51% that was the forecast, respectively.

The weight of agriculture in GDP continued to show a downward trend even in 2003, while
services, transport and construction sectors gained momentum as their growth rates went up.
Industry has gone down too; however, it is worth considering the high growth rate in the sector of
agro processing industry.

The allocation of resources for a more effective use was associated with improvements both in
technology and in human capital.

e In 2003, the total investments in nominal terms were 23.75% more than in 2002,
mounting to 22.3% of GDP, as compared to 20.4%, which goes with the year 2002.
Meanwhile, the private investments increased by 39.96%, reaching to 18.21% of GDP, as
compared to 14.73% in the year 2001. As to the public investments in 2003, they
decreased in nominal terms, as compared to the year 2002, going down to 17%. As a
result, their weight in GDP lost from 5.6% in 2002 to 4.2% in 2003.

e The year 2003 marked an increase in labor productivity, measured as the ratio of GDP to
overall employments. Labor productivity continues to show an obvious trend of going up
throughout the period of transition (except for the turning point in 1997).

The development of private sector remained a priority of the government policies so that the
economic growth and reduction of poverty would be supported. The maintenance of
macroeconomic stability and the decrease in budget deficit led to the availability of free financial
sources that were used as credit in the private sector of economy and helped to consolidate
private enterprise. The new credit in 2003 was 48% larger than the previous one in 2002. On the
other hand, the removal of administrative barriers to private business was a priority in the
government measures and in agreement with the suggestions and recommendations made by
the survey of Foreign Investments Advisory Service (FIAS).

The foreign trade made good progress during the year 2003, and it was associated by a
substantial increase in the volume of stock exchange either in imports or in exports. Compared to
the year 2002, there was a higher growth, 37% in exports as against 25% in imports. As a result,
the opening of economy is advancing and it is gradually becoming a motive force for the
economic growth. The imports structure shows a large amount of imported technologies, which
correlate to high levels of investments. While the opening is still at a low level as compared to
other countries in the region, the trade liberalization in the context of Free Trade Agreement
signed with countries in the region is expected to produce results. Services exchange is
becoming very important; according to an estimate, by the end of the year 2003 it get a hold of
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nearly 68% in the volume of stock exchange. As the tourism industry offers a great advantage,
the encouragement of private sector here remains a high priority in the country’s policies.

LSMS 2002 survey enabled a more precise and detailed estimate of poverty dimensions and
spread. According to the absolute line of povertyl, one fourth of Albanian population lives in
poverty. Extreme poverty - as defined by the food line of poverty ?_is ata low level, less than 5%

of the population. LSMS has enabled estimation according to other definitions of poverty3.
Inequality, as estimated by the level of consumption, is not significant; it is almost the same as in
every country in the region, as measured by Gini coefficient of 0.28. The non-monetary
dimensions of poverty are significant. In mountainous areas, access to infrastructure and services
is very low; the poor quality of services considerably reduces it even in urban areas. Rural areas
have a higher level of poverty with 66% poor people more than Tirana and 50% more than other
urban zones. Poverty has an obvious geographic and regional character; the northeastern part of
the country is extremely poor. The incidence of poverty is more significant among young families.
It obviously correlates to unemployment and underemployment. Meanwhile, the labor market
clearly shows the gender difference penalizing women. Another key factor that stimulates the
state of being poor is the low level of education. Thematic and partial studies were made during
the year 2003 so that the information on poverty and other social problems, whose data are to be
processed, would be supplemented.

The aim of strategy continues to be the distributional effects of growth for undeveloped regions
and social groups. The appropriate combination of economic growth and the fight against social
inequality would help to reduce poverty.

e In 2003, there is no evidence of obvious trends to extend the economic growth to the
poorest and undeveloped areas of the country. The period, however, was marked by
certain elements of rise and advance in private initiative, supported by the extension and
intensification of micro credit scheme, the renewal of traditional activities as farming,
stock farming and agro processing, or the higher access of these areas to the market.
The rate of active enterprises all over the poorest areas of the country by the end of 2003
has increased by 25%-60% as compared to the same period in the year 2000. In 2003,
the raise of employment level in some of the poorest regions of the country exceeded the
national average. Meanwhile, the registered figure of unemployment by the end of the
year 2003 was 12.4% as against 13% in 2002.

e Social services and policies have tried to improve their own effectiveness by becoming
more active and remedial. Programs for encouraging employment and the professional
trainings have intended to involve the poor, the unemployed and all the social categories
at risk in the labor market. Social services are going through a reforming process. They
are diversifying and extending their assistance over a larger territory improving the
chances and promoting the integration of the socially marginal categories and those at
risk.

¢ Assuming an average annual growth of 6%, the goal of reducing the level of poverty by
50% is forecasted to be reached for a period of 4.3 - 8.9 years, depending on the
assumed levels of elasticity, which fluctuate between -2.5 and -1.07.

The development of human resources is one of the major objectives of NSSDE, which considers
it at the same time as a determining factor in the progress and modernization of the country. The
government policies have been mostly concentrated on the fields of education and health care.

1

Absolute line of poverty refers to a consumption level below the minimum and in so far as to obtain calorie and some other non-food goods
requirements. It is the equivalent of a monthly consumption level of per capita 4891 leké. According to this definition, 24.5% of the population lives in
absolute poverty.

Food line of poverty (or extreme poverty) refers to a food consumption level below the minimum and in so far as to obtain calorie vital requirements
(2288 calories). It is the equivalent of a monthly consumption level of per capita 3047 leké. According to this definition, only 4.7% of the population
lives in extreme poverty.

Along with above definitions, LSMS has estimated the poverty level in terms of other indicators. For the data, refer to Chapter (...),

Poverty and Social Exclusion, Table 2.2.
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e A number of results were scored in the field of education during the year 2003.

Compulsory basic education recorded an increased level of enrolment. The school
attendance during the academic year 2002-2003 reached the rate of 98%, while the school
dropout went down to 2% (as compared to the academic years 1996-97, 1999-2000 and
2000-2001, respectively 3.2%, 2.8% and 2.4%);

Seventy-one per cent of the children who completed the basic education were absorbed
into secondary (general and vocational) schools, compared to 66% in the previous
academic year or 63% in the academic year 2000-2001. The overall increase is 7700
pupils, of whom 1734 attend vocational schools;

The expenditures on education have recorded a continuous rise. In 2003, they mounted
up to 2.9% of GDP; in 2004, it will add up to 3.14% of GDP as forecasted. In spite of
this, they remain at a low level as compared to 4.8% of GDP in the countries with the
same economic development;

In 2003, the pupils attending the compulsory basic education all over the country were
given for the first time an advantage of using the necessary textbooks free of charge.
Schools were provided with 170 contemporary laboratories for natural sciences. New
classes of twenty specialties were added to the vocational schools in 19 districts of the
country;

In 2003, budget investments were made to complete the construction of 218 educational
facilities, of which 42 were newly built and 176 just reconstructed. In addition, 272
educational facilities were provided with the necessary school equipment. In the context
of foreign projects for the year 2003, 63 schools were rehabilitated, of which seven newly
built and scattered in 28 different districts of the country.

In order to improve the working conditions and to increase incentives to work, a
Resolution of the Council of Ministers took effect at the beginning of the new academic
year to raise by 8% the salaries of the budgetary employees in the educational system.

There have been positive changes in health care sector, too, but problems here are still acute.

The continuous improvement in child health, which helps to reduce the infant diseases
and the mortality rate, has been one of the priorities in the sector of health care. The
infant mortality rate in Albania has shown a downward trend, from 41.5 deaths per 1000
live births in 1990 to 16.8 per 1000 in 2003 as against 17.4 per 1000 in 2002.

The maternal mortality trend, which measures the related obstetric risk for each
pregnancy, has been significantly reduced, yet the rate of 21.3 deaths per 100000 live
births in 2003 (Source: Ministry of Health) is still high as compared to the average of
European countries.

Public expenditures on health care sector remain at the rate of 1.7% of GDP or 6.6% of budget
expenditures. In 2003, this amount enabled 190 health centers and dispensaries to be built or
rehabilitated, plus investments in hospital centers to be made. Several sections of health care
service have been reformed and improved, including the promotion of their preventive character.
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CHAPTER 1 ASSESSING ECONOMIC
GROWTH

FURTHERING MACROECONOMIC STABILIZATION

NSSED defines economic growth as the main mechanism to reduce poverty and
macroeconomic stabilization as the way to create a suitable environment for sustainable
growth. Apart from factors such as the past rates of growth, the real rate of interest and
the level of credit to the private sector, the lack of macroeconomic stability affects
negatively the level of private domestic and foreign investment. Macroeconomic
instability also places a heavy burden on the poor. Inflation strikes more heavily the
deprived groups of society. Hence, the government has given special care to the
macroeconomic stabilization in 2003.

There was further improvement in the major macroeconomic balances in 2003. This was
reflected in relatively high rates of growth and low rates of inflation, the fall in current
account and budget deficits, and the increase in foreign currency reserves.

The growth rate of the gross domestic product (GDP) accelerated to 6% in real terms
(compared to 4.7% in 2002) and to 9.9% in nominal terms. Real GDP in 2003 was
121.4% of its 1989 level.

Per capita GDP grew by 25.2% in 2003, reaching $1950. The fact that per capita GDP
(in dollars) has fluctuated more and has grown at a higher rate the overall GDP, as
shown in Graph 1.1, is the result of trends in population, the exchange rate and inflation.
Total population has fallen. The substantial overvaluation of the lek against the dollar
was the main reason that per capita GDP grew at such a rate in 2003. However, despite
its recent growth, per capita income in Albania is still very low level compared to other
countries in the region.
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Graph 1.1: Growth rates of per capita GDP and real GDP
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The average annual inflation rate, as measured by the consumer price index (CPI), dropped to
2.4% in 2003 as against 5.3% in the previous year (Graph 1.2). At the end of 2003, the inflation
rate was 3.3%, i.e. still within the 2%-4% limit set by the Bank of Albania. The inflation pattern
was characterized by periodic fluctuations throughout the year, but these were more moderate
compared to previous years. Movements in food and alcoholic beverages prices mainly drove
observed fluctuations. The GDP deflator for 2003 was 3.8%.

Inflationary pressures were the result of exogenous shocks, such as the increase in oil prices
following the war in Iraq during the first half of the year. Unfavorable weather conditions, such as
low temperatures in April and a prolonged dry weather in the summer, reduced the supply of
certain agricultural products. At the same time the increase in tourism flows during the summer
period spurted demand growth. Coupled with an increase in the export of agricultural food
products in January and February, there were inflationary pressures that cancelled the fall in
prices that is usually observed in the summer months. Finally, another factor that affected
inflation in 2003 was “imported inflation” from the main trade partners of Albania, Italy and
Greece, where inflation rates stood at 2.8% and 3.5%, respectively.
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Graph 1.2: Average Annual Inflation Rate, 1990-2003
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Maintaining low rates of inflation was the result of a series of factors on the fiscal front, such as:
e under-spending on forecast budget expenditure;
e more balanced allocation of budget expenditure compared to the previous year;
e limiting budget deficit at low levels;

e adherence to the planned schedule of domestic financing of the budget deficit and a
balanced dispersion of domestic borrowing prevented the intervention of the Bank of
Albania to finance budget expenditure.

The Bank of Albania has chosen a moderate monetary policy aiming to reduce the cost of
investment. However, it has proceeded with great caution to lower inflationary pressures,
especially during the first half of the year. The gap in interest rates between foreign currencies
and the local currency has raised the demand for financial assets in lek, thus contributing to its
appreciation. By leading to a fall in the price of imports, which make up a substantial share in the
consumer basket, the appreciation of the lek reduced the effect of “imported inflation”. The
smooth operation of the monetary policy was also reflected in money supply growth within the
forecasted limits, thus stabilizing the liquidity situation.

The campaign to prevent speculative rise in prices probably also played a role in moderating
some of the inflationary pressures during the end-of-year period. Experience suggests though
that these campaigns merely reveal the need to take additional and more effective measures to
increase the supply for essential goods.

Another indicator of macroeconomic stability is the reduction of the budget deficit from 5.6% of
GDP in 2002 to 4.6% of GDP in 2003 (including grants) against a forecast of 5.8%. 70.5% of the
deficit was financed from domestic sources (or 3.2% of GDP) and the remaining 29.5% (or 1.3%
of GDP) from foreign sources against forecasts of 49% and 51%, respectively. Positive steps
towards budget planning and execution should be credited at least in part for the low deficit.
Actual expenditure was 92% of the budgeted level, whereas realized revenues were 92.7% of the
forecast. Public revenues increased by 8.2% in nominal terms. This was equivalent to 22.4% of
GDP, much below the forecast (24.2%) and also below the 2002 level (22.8%). Public
expenditure increased by 4.5% in nominal terms. This was equivalent to 27% of GDP, much
below the forecast (30%) and also below the 2002 level (28.4%).

With respect to restoring property to previous owners and compensating the politically
persecuted, the Government of Albania will show the necessary attention towards fulfilling all
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obligations that result from approved legislation. The Government of Albania will respect the
allocation shares between priority sectors stated in the NSSED.

The current account balance was also improved in 2003. The current account deficit was $406.7
million in 2003 (6.7% of GDP) as against $420 million (9% of GDP) the year before, excluding
official transfers. There was an overall balance of payments surplus of $99.6 million. Foreign
reserves increased by $186.6 million or nearly 22% compared to 2002 and reached $1.025 billion
by the end of 2003 or nearly 4.7 months of imports.

Budget and current account balances are now on a sustainable path and contribute to
macroeconomic stability. In 2003, domestic debt was 38% of GDP in real terms. The external
debt has also been falling and had reached 23.3% of GDP in 2003 (Graph 1.3).

Graph 1.3: Internal Debt; External Debt

Graph 1.3: Domestic and Foreign Debt
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The trade deficits in goods and goods and services have increased® by 15.7% and 22.3%
respectively in 2003. The reduction of the current account deficit is largely due to a substantial
increase in transfers by 37% (i.e. from $613 million in 2002 to $842 million in 2003°). Remittances
are 93% of these transfers and have continued to play a key role in macroeconomic stabilization
and development financing in 2003. Net capital inflows in the form of foreign direct investment,
long-term loans at low interest rate and grants have also financed current account deficit.

While an increasingly significant part of transactions between residents and non-residents is made in euros, the balance of payments

continues to be reported in dollars. The substantial depreciation of the dollar against the euro during 2003 is reflected in these
indicators. Therefore, while the trade deficit has increased since 2000 by 15.7% when expressed in dollars, it has actually fallen by
3.4% when expressed in euros.

One must again allow for the effect of change in euro-dollar exchange rates.
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FISCAL POLICY

During 2003 there have been further steps to fiscal consolidation. Following European Union
recommendations and with assistance from the IMF, a tax package to help finance the
construction of the “Durres-Kukes-Morine” highway was scrapped. In the framework of free trade
agreements with neighboring countries, custom tariffs were re-negotiated, a process that was
completed in a transparent and participatory way through many meetings and discussions with
trade unions and business associations.

The Law “On games, casinos and racing” has been revised and will be submitted for approval
during 2004. The law has been commended as tackling an area that is very difficult to supervise
and where fiscal evasion is rife. It should be emphasized that, unlike in other countries, the
licensing for these activities in Albania is very open, transparent and unconstrained.

In the framework of improving business climate and eliminating administrative barriers, a matrix
monitoring the action plan has been created under the coordination of the Ministry of Economy, in
particular the tax and customs administrations. Also, the Ministry of Finance has revised
legislation regarding the functioning of the Tax Appeal Commission after continuous requests
made by business associations and trade unions.

Good fiscal administration continues to be one of the focus issues at the Ministry of Finance. It is
important to emphasize that despite the fact that the average tax and tariff rates have not been
increasing (in fact, tariffs have been falling), fiscal revenues have continued to rise at a faster rate
than the growth rate of the nominal GDP. This implies progress towards reducing the size of the
informal economy. 4000 new entities that started their activities in 2003 fulfilled their tax
obligations compared to 2002 (or 9% more). The objectives of tax administration in this field
remain ambitious for 2004, when it is expected that there will be 57,000 tax-paying entities in total
up from 49,000 at the end of 2003.

In spite of improvements made in the budget and current account balances, a more careful look
at persistent factors affecting deficit sustainability would reveal that the situation is still fragile.
With respect to the budget deficit, the following two factors should be taken into account. First,
the cost of domestic borrowing is high, not only in terms of the growing share of interest
payments in the budget expenditure but also, and more notably, in terms of its effect on crowding
out private investment. Second, the cost of foreign borrowing will increase in the context of
marketization of loans and credits allowed by international financial institutions. With respect to
the current account deficit, three issues are of concern. First, there level of the trade deficit in
goods is high and growing. Second, remittances, which play a key role in financing imports, are
expected to follow a downward trend the in medium- and long-term. Third, foreign direct
investment remains at relatively low levels. To address issues on the major macroeconomic
figures, radical improvements are underway in a number of directions. One may mention the
reform of fiscal institutions, the enhancement of budgetary programming, monitoring and
implementing capacities, the improvement of the climate for private foreign and domestic
investment, the promotion of market institutionalization and other structural reforms.
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SOURCES OF ECONOMIC GROWTH

The growth of real GDP by 6% in 2003, even though below the average of 6.9% for the period
1993-2003, is considered high relatively to other countries in the region. The Albanian experience
of transition, as in other countries, shows that there is a positive relationship between
macroeconomic stabilization and economic growth. Macroeconomic stability is one of the factors
that have created favorable conditions for economic growth. It has helped among other things to
create a suitable environment for carrying out economic reforms. Such an environment is closely
linked with the liberalization of prices and trade, with privatization and other structural and
institutional reforms that affect the institutionalization of the market, the role of state in the
economy etc. It is also linked with boosting the confidence of private investors, improving the use
of factors of production and raising their productivity, efficiently reallocating resources, and further
technological improvements. In addition, it is linked with an increase of emigrants’ remittances,
especially with their repatriation to invest not only their savings but also their professional and
managerial qualifications, with established business relations etc. The Albanian experience
shows that structural reforms play a decisive role in activating growth.
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MOBILIZING FACTORS AND RAISING PRODUCTIVITY

Employment rose slightly from 921,000 at the end of 2002 to 927,000 a year later. Public sector
employment declined from 187,000 to 182,000, while private sector employment grew from
734,000 to 745,000. The growth rate was approximately equal in the private agricultural (from
526,000 to 534,000) and non-agricultural sectors (from 208,000 to 211,000)°. Meanwhile, the
number of the unemployed dropped from 173,000 to 164,000 resulting in a decrease in the
unemployment rate from 15.8% to 15%.

Investment grew by 24% in 2003 and was equivalent to 22.3% of GDP relative to 20.4% in 2002.
Private investment increased by 40% and was equivalent to 18.2% of GDP relative to 14.7% in
2002. Public investment declined by 17% in nominal terms in 2003. As a result, its share in GDP
went down from 5.6% in 2002 to 4.1% in 2003. The main reason was that only 47% of the public
investment expected to be financed by foreign sources was actually realized, whereas the level of
public investment realized by domestic sources was 86% of the forecast. The reasons for are
related to problems with planning and implementation of the program of public investment on the
part of line ministries (despite positive steps taken the year before). The level of foreign
investment, estimated at $178 million, increased by nearly 32% relative to the year before.

Table 1.1: Nominal investment (in million lek), 2000-2003

2000 2001 2002 2003
Growth Growth Growth Growth
Amount 00/00 Amount 01/00 Amount 02/01 Amount 03/02
Non-public Investments 65244 0.00% 75241 15.32% 96949| 28.85% 135686] 39.96%
Percent of GDP 12.10% 12.75% 14.73% 18.21%
Public Investments 35049 0.00% 43397] 23.82% 37296( -14.06% 30443 -18.37%
Percent of GDP 6.5% 7.4% 5.7% 4.1%
Total Investments 100293 0.00% 118638 18.29% 134245 13.16% 166129 23.75%
Percent 18.60% 20.10% 20.40% 22.30%
Nominal GDP | 539210] | 590237] [ 658062 744974 ]
Source: Reports of the Bank of Albania and the Ministry of Finance for the Year 2003

Labor productivity, measured as a ratio of GDP to total employment, grew in 2003. It has
continued an upward trend throughout the period of transition (except for 1997) (Graph 1.4).
Higher efficiency in resource allocation resulted in productivity gains for all factors. Structural
changes continued in the Albanian economy’. The share of agriculture in GDP continued to
decline in 2003, while the shares of services, transport and construction grew. The GDP share of
industry also fell as seen in Graph 1.5. Improvements in resource allocation have coincided with a
series of technological improvements, brought about by foreign investment, imports of equipment,
materials and machinery, human capital investments through emigration, training and retraining
programs, and other efforts to modernize education (though faster steps are needed).

A large section of the labor market is informal, as for example in services and construction. In fact, the actual level of employment in the
non-agricultural sector is much higher.

7 . . .
It must be said though that structural changes sometimes represent low performance and other shortfalls in structural reforms rather than
a more efficient allocation of resources.
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Graph 1.4: Labor Productivity Growth, 1992-2003
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The construction sector recorded the highest real growth rate in 2003 (11.3%), followed by
transport (10.8%). The growth rate of services was slightly faster than that of GDP (6.4%), while
those of industry and agriculture were slower (at 2.7% and 3% respectively).

Agriculture is still one of the most important sectors of the economy (24.7% of GDP in 2003). It
grew by 2.8% in 2003, which is higher than the growth recorded the year before (2.3%). The main
drivers of growth were livestock and arboriculture (4.8% and 15.5% respectively). However,
farming and livestock production still depend on investment and especially on credit, both of
which would help to improve technology and raise competitiveness and product quality. A number
of institutional reforms took place in irrigation and drainage in 2003, as well as in the research
and extension services of the Regional Departments of Agriculture.

Some developments in the sector deserve special attention. For example, there was an increase
in investment, introduction of advanced technologies, and new organizational methods for such
the establishment of business associations. Supporting high growth rates in farming production
and mobilizing local resources is very important because this directly affects the efforts to reduce
poverty since the great majority of the poor is tied to rural areas and agriculture.

Services grew by 6.4% in 2003 (46.1% of GDP). Retail trade, hotels, and restaurants recorded
the fastest growth rate (11.5%). Tourism also recorded considerable growth (7.2%), although net
tourism revenue dropped even in absolute terms by $88 million (from $121 million in 2002 to $33
million in 2003), as the money spent by Albanians on tourism abroad increased. Improvements in
tourist services quality and in tourism infrastructure would both increase incomes and lower
expenditure in the sector.

Construction was the fastest growing sector in the economy in 2003 (11.3%). Its share in GDP
grew from 8.6% in 2002 to 9.1% in 2003. The retail sales index of construction sector increased
by 22%, while its cost index only increased by 2.7% according to INSTAT. The institutional steps
taken in 2003 and at the beginning of 2004 are expected to integrate parts of the informal sector.

Industry recorded the lowest growth rate in 2003 compared to other sectors of economy (10.2%
of GDP) continuing its decline. The hydrocarbon and electrical power industries enjoyed the
highest growth rates in the sector. Owing to administrative changes and especially to weather
conditions, the domestic production of electrical power grew significantly in 2003 (54.2%), thus
contributing to lower energy imports. Power supply, though, has remained problematic for both
consumers and business. Promising steps have been taken to support the agro-processing and
fishing industries, which grew by 11.2% and 8.5% respectively in 2003. Agro-industrial product
exports recorded a significant growth (65%).

Transport grew by 10.8% and raised its contribution to GDP from 9.6% in 2002 to 10% in 2003.
Maritime and air transport grew fastest by 14.8% and 13.4% respectively. Rail transport declined,
as a result of backward infrastructure and outdated stock, which make the service uncompetitive.

Despite satisfactory growth in 2003, many aspects suggest the need for radical changes in terms
of unutilized resources and the business climate. High unemployment, failed public investments,
limited foreign investment, low levels of credit as against both available resources in the banking
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system and the GDP, low productivity in many sectors, large areas of unfarmed land, unused
natural resources are some examples.
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DEVELOPING PRIVATE SECTOR AND IMPROVING BUSINESS CLIMATE

The deepening of reforms in line with the government action plan has produced a more
encouraging environment to develop private enterprise. Improvements in the investment climate
have benefited the private sector. Administrative barriers were lowered, communication between
the private and the public sector has improved, governance has been strengthened and market
opportunities were broadened. The market was further liberalized after the completion of a series
of free trade agreements in the region. A FIAS survey (March 2003) played a special role in
improving the climate. The respective government authorities but also the business community,
the civil society and other interest groups were broadly involved in the process.

The main directions of reform consisted of:
¢ abolishing the license condition in the non-food sector (as suggested by the survey);

e establishing a publication center for laws and regulations to offer businesses access to
detailed information;

o steps taken by the tax and custom administrations to publicize orders and instructions,
especially those on the customs code and tax procedures, including an extensive use of
the Internet as an information channel,

¢ introducing phone lines to report complaints in public institutions;

e implementing a $11.2 million World Bank project to facilitate trade and transport. In
addition to improving custom infrastructure and standardizing custom documentation, this
project contains an important element for trade facilitation. It includes setting up a
regional network for regulations needed at border crossing points, training businesses in
international trade and transport regulations and procedures and creating a new structure
(ALBAPRO) run by the National Union of Commerce and Industry Chambers.

The adoption of the European Chart of SMEs was another important development in 2003.
Overall sector competitiveness would increase if the Albanian authorities were to meet their
obligations. The process will be monitored in close collaboration with the European Commission.
The establishment of the SME Agency has promoted SMEs. One should also mention the
ongoing programs for business training carried out by the European Fund for Training, and
supportive programs for this sector designed by donors (like the Italian Government, USAID etc).

These improvements have contributed to rising business performance. The growth in the number
of enterprises established in 2003 by 45% is an important indicator along with the significant
growth in private sector investment. The trade and service sectors, as indicated by Graph 1.6,
have the highest number of active companies.
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Graph 1.6: Sectoral Spread of Enterprises (established over years)
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The dynamism of the private sector is also reflected in the volume of bank credit. The outstanding
credit increased by Lek 11.9 billion in 2003. New credit was Lek 92.6 billion in 2003 (48% higher
than in 2002). Graph 1.7 and Table 1.2 show the performance of private sector credit indicators in
recent years.

Graph 1.7: Annual Growth of Outstanding Credit Off (in billion lek¢)
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Table 1.2: Key Indicators Performance of Credit to Economy

2001 2002 Q12003 Q22003 Q32003 Q42003

Credit to economy (as a percentage of GDP) 4.7 5.9 5.6 6.0 6.4 6.8
Credit to economy (as a percentage of assets) 8.9 11.5 11.6 12.5 12.9 13.7
Ratio credit/deposits (as a percentage) 10.2 13.5 13.5 14.5 14.9 15.6

Source: Bank of Albania, March 2004

There was a shift in the direction of medium-term and long-term credit, reflecting a trend in the
banking system towards financing investment projects in the private sector. By the end of 2003,
the outstanding credit recorded a rate of 54% of the overall credit as regards mid-term and long-
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term credits, which was higher by 8.5 percentage points compared to the previous year. Table
1.3A presents figures on the distribution of credit by maturity over the period 2001-2003.

Table 1.3A: Outstanding Credit Indicators Performance (as a percentage)

2001 2002 Q12003 Q22003 Q32003 Q42003
Short-term credit 61.3 53.8 532 53.4 514 45.5
Mid-term credit 26.5 30.1 304 30.7 30.5 37.0
Long-term credit 12.2 16.1 16.4 15.9 18.1 17.5
Private sector 98.0 99.8 99.8 100.0 100.0 100.0
Public sector 2.0 0.2 0.2 0.0 0.00 0.0
Outstanding credit (in billion lek) 279 38.7 40.4 44.5 48.0 50.6

Source: Bank of Albania, March 2004

The commercial sector continues to be the preferred sector for loans by banks. At the end of
2003, this sector accounted for the largest share of the credit portfolio in the banking system.
Crediting to manufacturing industry and agriculture also increased moderately, as did credit to

individuals for buying real estate.

Table 1.3B: Outstanding Credit by sector (as percentage)

Economic sectors 2001 2002 2003

v 1wiv 1uiv 1viav
Agriculture 1.0 0.8 1.1 1.2 1.3 1
Fishing 0.1 0.2 0.2 0.2 0.2 0
Extractive Industry 1.6 0.2 0.2 0.2 0.2 1
Manufacturing Industry 19.5 17.0 14.9 16.0 17.1 17
Gas, Water and Electricity Production and Distribution 3.0 33 3.1 2.8 3.1 3
Construction 12.5 8.6 8.1 8.4 9.1 10
Trade, Car and Household Appliances Repair 41.3 40.4 40.5 38.4 359 34
Hotels and Restaurants 43 6.0 6.3 6.2 6.2 6
Transport and Telecommunication 4.6 24 2.1 1.8 1.8 1
Financial Activities 0.1 - 0.0 0.0 0.0 0
Real Estate 6.3 9.1 5.6 10.2 12.5 13
Health and Social Activities 1.2 0.5 0.5 0.5 0.5 0
Collective, Social and Personal Services 33 4.2 7.8 7.0 8.1 8
Others 1.2 7.3 9.5 7.1 6.1 4
Overall 100 100 100 100 100 100

Source: Bank of Albania, March 2004

The banking system’s support of the private sector is strongly encouraged by the development of
the financial system during the year 2003. The following is a based on a fact review of the main

features outlined in 2003.

e The overall level of deposits increased by Lek 14.5 billion in the third quarter reaching
Lek 322.4 billion at the end of September. Expressed as a percentage, this is a growth of

13% in 2003.
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e Overall annual growth of deposits (September 2002 — September 2003) is 45 Lek 7
billion (16.5%). Fixed deposits growth contributed to overall growth by 97%.

e The number of banks involved in credit activity in lek increased to ten against six at the
beginning of 2003.

e Interest rates of credit in lek and euros dropped by 4.4 and 0.6 percentage points,
respectively, while interest rates of credit in dollars have risen by 1 percentage point.

The inter-bank payment system, completed in early 2004, was among the major initiatives taken
by the Bank of Albania to reform the internal payments system. The implementation of this project
will help to expand and strengthen the financial market of the country and will help to move the
Albanian banking system towards the regulations and standards of the European Union.

The Supervisory Board approved the internal regulations for running the Albanian Inter-bank
Payment System (AIPS). Their approval was in the context of fully implementing the AIPS project
in the banking system and specifying the tasks for various organizational units of the bank in
support of operation, administration and control.

The system is in its closing stages of implementation and the approved document constitutes a
regulatory support of its function, in particular provides the basis for establishing and regulating a
relationship between the Bank of Albania and other banks participating in the system. The
regulations and the procedures are based on the latest international standards in the field of
payment system and on the principles of the Bank for International Settlement (BIS) for large-
value payment systems. The Albanian banking system was thoroughly involved in the process.

The biggest event for the Albanian banking system was the completion of procedures in
December for the privatization of Savings Bank. The process, which decided in favour of the
Austrian Raiffeisen Zentralbank (RZB) is expected to bring about a number of changes in the
financial system of Albania both directly on the Savings Bank itself but also through spillover
effects to the rest of the banking and the financial system. It is also expected to affect in some
ways decisions on monetary policy and bank supervision adopted by the Bank of Albania.

The improvement in investment climate has contributed to an increase of foreign direct
investment (FDI). By the end of 2003, FDI reached $178 million, which was a 32% increase.

Graph 1.8: Foreign Direct Investments Performance (in US million dollars)
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Source: Bank of Albania, Statistical Report, March 2004

As of 2000, FDI have really benefited from the leading programs for privatization in the strategic
sectors of economy, such as the banking system, telecommunications, mining etc.

In spite of the results achieved, the development of private enterprise requires the deepening of
structural reforms and improvements in governance. The big size of the informal economy, the
poor observance of legislation, the backwardness of physical and institutional infrastructure, and
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corruption pose serious barriers to private sector competitiveness. Convinced that the elimination
of barriers to private sector will be the main source of economic growth and poverty reduction, the
Government of Albania is committed to deepening the far-reaching reforms that aim at
addressing the abovementioned problems and take priority in this strategic document.
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TRADE AND ECONOMIC GROWTH

Further economic opening through the reduction of trade barriers is one of the main sources of
growth. An open trade regime is the only option for a small economy as Albania to climb over the
obstacles created by the small dimensions of the domestic market. On the other hand, just
reducing the trade barriers and liberalizing trade is not sufficient to promote economic
development. Trade and trade policies ought to be seen as part of a wider development strategy,
which includes macroeconomic policy, infrastructure development, investment in human
resources by promoting education and health system, and the improvement of governance.
These elements of investment climate are essential for ensuring sustainable growth and for
enabling trade strategies to generate future benefits and be themselves a source of growth.

Albanian trade policies intend to transform foreign trade into a development factor by deepening
the liberalization of the trade regime either in the context of transition reforms or in the context of
integration into the world trade system. Albania was accepted as a member of the WTO in
September 2000. As a result, national trade policies are now anchored to the regulatory system
of global trade, which gives them more transparency and credibility. In the context of WTO
membership, Albania has committed itself to a maximum tariff of 20%, while in the context of
regional initiatives it has undertaken to achieve gradual trade liberalization. As of 2000, these
initial engagements aim at zero tariffs on a group of products.

Reducing tariffs has been a policy throughout the 1990s, but the pace of liberalization speeded
up only after 2000. The share of products with zero tariffs increased from 17.2% to 25.5%, while
the share of products on which the maximum customs tariff of 15 % is applied decreased from
27.5% to 23.2%. While the average level of tariffs (6.75%) remained constant, the trade-weighted
tariffs level is expected to fall from 4.36% in 2003 to 4.1% in 2004.

Table 1.4: Percentage of Tariff-Line Levels (according to Harmonized System classification)

Tariff-line percentage for the years

Tariff level 2003 2004
0% 17.2 25.5
2% 303 28.0
10% 25.1 233
15% 27.5 232

Source: Albanian Center for International Trade, Annual Report of Foreign Trade, 2003.

In the context of EU Association, regional integration has been an important aspect of the trade
policy reforms. With respect to the implementation of the Memorandum of Understanding signed
by trade ministers in Brussels in 2000, Albania has already concluded the bilateral trade
agreements with countries involved in this initiative. It is expected that the trade of industrial
goods and several farming products groups will be fully liberalized. The bilateral agreement
network will create a free trade area across the region due to start in 2008. Similarly, by
negotiating with European Union in the context of Stabilization and Association Agreement, a free
trade zone with EU is expected to start on January 1, 2009. Practically, almost 90% of trade
volume in the country will by that time not be subject to any tariff because of the expansion of
trade activities and the extent of liberalization.

After more than a decade of trade reform, Albania suffers from a large trade deficit in spite of
increases in export volumes. Moreover, the indicator of economic opening, measured by the
volume of merchandise trade, has not made good progress fluctuating around 40% of GDP.
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Table 1.5: Foreign Trade Indicators (in million US dollars)

1999 2000 2001 2002 2003
Exports 275.1 255.4 304.6 330.2 447.1
Imports 937.9 1076.4 1331.6 1485.4 1783.4
Trade Balance (662.8)  (821) (1027) (1155.1) (1336.3)
Trade Volume 1213 1331.8 1636.2 1815.6 2230.5
Gross Domestic Product* 3444.6 3694.3 42544 4,8354 6,065.7
Indexes
Economic Opening Index 35.2% 36.1% 38.5% 37.5% 36.8%
Trade Deficit (as a percentage of GDP) 19.2% 22.2% 24.1% 23.9% 22%
Export/Import Ratio 29.3% 23.74% 22.9% 22.2% 25.14%

Source: Albanian Center for International Trade, Annual Report of Foreign Trade, 2003.

The level of economic opening is among the lowest in the region shows the need for transforming
trade into a vital source of economic growth of the country. Graph 1.9 brings out vividly the
important relationship between economic opening and economic growth.

Graph 1.9: Domestic Product and Foreign Trade Volumes Growth Rates (as a percentage)
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Source: Albanian Center for International Trade, Annual Report of Foreign Trade, 2003.

Exports and imports have a positive effect on economic growth. The trade liberalization policies
help to raise the competitiveness of domestic products in both the local and foreign market. This
is especially true of the Albanian economy where a considerable part of its domestic production
depends on imports. Liberalization has had an important impact on the foreign trade dynamic.

Exports have increased at an average rate of 17.5% per year in the period from 1993 to 2003.
Starting from $111 million in 1993, they reached $447.1 million in 2003, i.e. they quadrupled in a
decade. Re-exports contribute 70% of overall exports and have been the main source of export
growth. There has been high concentration of export activity in a limited number of products since
the early 1990s. Exports have grown relative to domestic production, especially in recent years
and in sectors such as mining and metallurgy that operate by concession and are run by foreign
investors. Similarly, investments in agriculture and agro-business have begun to show results in
the exports sector, even though at a modest level. Agricultural exports have moved into new
products such as vegetables (e.g. tomatoes) and foodstuffs (e.g. eggs, fizzy drinks, juices,
mineral water, beer) and complement traditional exports like medicinal herbs and fish.

Along with the concentration in a limited number of products, exports have low value added.
Processing remains limited. As a result, the value added comprises for the most part manual
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labor and local services. Therefore, one of the ways to increase exports lies in increasing both the
extent of product processing at home and the number of processing operations. This would
produce higher value for the existing exports and would lead to growth in export volume.

Imports have grown at an average annual rate of 13.2% for the period 1993-2003 (4.3
percentage points less than exports). As for their volume, they have increased from $490 million
in 1993 to $1783 million in 2003 or by nearly 3.6 times. Imports are affected by changes in
domestic demand and supply and in demand of the export sector. Various studies have
emphasized the high interdependence of imports and exports (as shown in Graph 1.10) calling
attention to the importance of tariffs to export competitiveness.

Graph 1.10: Growth Rates of Imports and Exports (as a percentage)
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Source: Albanian Center for International Trade, Annual Report of Foreign Trade, 2003.

Imports have played a big role in improving technology and raising industrial competitiveness.
While there is no survey of the technologies applied in specific sectors, statistics on import
structure suggest significant technological upgrading, as the weight of machinery and equipment
has been constantly around 20-22% of total imports. According to studies of the distribution of
imported machinery and equipment across sectors, the sectors with the largest investments are
communication, information technology, construction and textiles. Investment in agriculture is low
(see Table 1.6).

Table 1.6: Imports in Machinery and Equipment (as a percentage)

1995-2001

Agricultural Machinery and Equipment 2.5
Agro industry 5.9
Construction Machinery and Equipment 334
Mechanical Industry 53
Furniture & Accessories 2.7
Paper and Typing Industries 2.6
Textile Industry 9.7
Leather & Shoes 3.1
ICT 34.8
Overall 100.0

Source: Mangellari, Xhepa, Trade and Economic Development, Albanian Center for International Trade, 2002
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An important relationship is observed even between the performance of restructuring sectors and
the performance of imports. As the Albanian industry consolidates itself and meets domestic
demand for various products or manufactures, imports of these products decline. This is reflected
for instance in the weight of imports in agro-food products that fell from 35% of total imports in
1996 to 20% in 2003.

On the other hand, the liberalization process has exposed some problems facing the country:

e In the course of implementing and meeting the abovementioned engagements, some of
the sectoral liberalization reforms are observed to be incompatible with the very process
of restructuring. Therefore, due to high competitive pressures on these sectors and under
the pressure of the business community, the authorities intend to enter a process of
renegotiation with the WTO to adjust the liberalization terms.

o The implementation of free trade agreements with neighboring countries has revealed
problems related to the administration of quotas (in terms of concessions exchanged
between countries) and with the observance of regulations for the origin of goods. These
problems require close cooperation between customs authorities, the main institutions
assigned to implement the policies. The development of a network of institutions
supervising the market and the supportive infrastructures on aspects of non-tariff trade
barriers comes out as an important priority in raising the efficiency of trade policies.

Taking into account the fact that tariff revenues are an important source of budget income, there
is an increasingly intense search for alternative income sources. In this context, fiscal reform
assumes even greater importance. While the reforms launched through the 1990s have helped to
cope with unemployment and stressed the need of labor market reforms, the integration process
will continue to cause problems in this respect. Hence, it is necessary to introduce reforms that
will reallocate the work force of the sectors that are threatened by the possibility of bankruptcy
due to foreign competitiveness.
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HOW COMPREHENSIVE IS ECONOMIC GROWTH?

Economic growth has an impact on poverty reduction not only through its rate but also through its
distribution and its relationship with inequality. Modern economics suggests that growth has a
limited impact on inequality and that few changes take place in income distribution over time. The
economies in transition, however, had a different experience from both the developed and even
the developing countries as regards this relationship. Given that the initial stage of transition is
characterized by “equality on a poverty basis”, it is only natural that economic growth would be
associated with rising inequality. Inequality indicators in transition economies however are still
much lower to those in developed or developing economies. Empirical studies on transition
economies report a substantially high elasticity of poverty reduction relative to growth®.

It is difficult to estimate the poverty reduction elasticity of growth in the case of Albania for lack of
necessary data’. Nevertheless, taking into account the available evidence on economic
development and the standard of living, one might conclude that the elasticity is somewhere
between -1.07 and -4. By assuming an average annual growth of 6%, the goal of halving the level
of poverty could be reached in a period ranging between 4.3 years to 8.9 years, depending on the
selected elasticity rate. The estimated period is between 5.2 and 10.6 years respectively if one
assumes an average annual growth rate of 5%.

Table 1.7: Percentage of growth and number of years required for halving the poverty rate

A 6% yearly growth rate scenario A 5% yearly growth rate scenario
Assumed poverty Required cumulative ~ Required number of Required cumulative Required number of
elasticity to growth growthlo years11 growth years
-2.5 29% 43 29% 52
-2 35% 52 35% 6.2
-1.5 47% 6.6 47% 7.8
-1.07 68% 8.9 68% 10.6

Source: Institute for Contemporary Studies- Macroeconomic Policy Choices for Growth and Poverty Reduction, the Case of Albania, based on 2002
LSMS data; Mancellari, Hida.

The poverty indicators reveal high levels of inequality across various social strata and geographic
areas. According to the 2002 LSMS, the poverty level in rural zones is 66% higher than in Tirana
and 50% higher than in other urban areas. From the geographic point of view, the remote areas
in the north and northeastern region are most affected by poverty, as 44.5% of the population is
poor and more than a fifth is considered extremely poor. Average consumption in these areas is
no more than two thirds of average consumption in Tirana and 20%-30% lower than in the rest of
the country. The NSSED lays emphasis on the need for a more comprehensive growth aiming to
mobilize productive resources even in areas with high poverty. Annual surveys on the standard of
living would enable better monitoring of the impact of growth on poverty and inequality indicators.
Otherwise, one can use indirect and rough indicators, such as the variance of employment level

8 Epaulard, A. Macroeconomic Performance and Poverty Reduction, IMF Working Paper WP/03/72, 2003. According to Epaulard, the
poverty reduction elasticity relative to economic growth in transition economies on an average is -4, while the same indicator for the
whole group of transition and developing economies included in the study is -1.07.

Figures on the standard of living from different surveys are not strictly comparable due to different methodologies. As regards the
inequality level, the Gini coefficient based on the 1998 Living Conditions Survey (LCS) was estimated at 0.48, while the estimate of Gini
coefficient according to the 2002 Living Standard Measurement Survey (LSMS) was 0.28. The difference depends among other things
on the fact the first survey was based on a comparison of incomes, while the second was based on a comparison of consumption.

10 The effect of 1% growth on poverty reduction is calculated based on the formula: poverty rate (%) - (elasticity * poverty rate index).

i Required number of years (n) is calculated based on the formula: In(required cumulative growth index) = n * In(yearly average growth
rate index).
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in different geographic areas, the number of newly established enterprises, the level of
investments and credit from banks or other credit institutions etc.

According to the 2002 LSMS, the poorest areas of Albania are Dibra, Elbasan and Kukés.
INSTAT statistics show that the level of employment in these areas increased respectively by 1%,
0.6% and -1.7% in 2003 as against the national average of 0.7%. The worst indicators are found
in Kukés, which is one of the remotest districts in the northeastern region. The other two areas
however have better indicators than the national average.

Preliminary data from INSTAT on newly established enterprises by prefecture in 2003 show that
while the total number of enterprises has increased in the long-term, the annual growth rate has
suffered fluctuations. By 2003, the total number of active enterprises at a national level had
increased by 60% compared to the stock of enterprises at the end of 2000. Meanwhile, the
increase in the number of active enterprises for the areas of Dibra, Elbasan and Kukés at the
same period was respectively 41%, 59% and 26%. Despite being below average, these figures
reveal good prospects for economic regeneration.

The expansion of activities of non-bank credit institutions has been noteworthy. These
organizations have succeeded to establish their presence in rural areas, especially in the
mountain regions. Figures in Table 1.8 highlight the increasing role of these institutions.

Table 1.8: Growth of Micro-Credit Schemes Activity

2000 2001 2002 2003 2003/2002, 2003/2000,
% %

MAFF
Credit Outstanding, $ 1.400.000 1.800.000 4.100.000 7.536.060 184% 538.29%
Average Credit 447 576 1.100 1.772 161% 396.42%
Active Clients 3200 3100 3700 4253 115% 132.91%
RFF
Credit Outstanding 2673.760 3.685.186 5.427.917 7.715.590 142% 288.57%
Average Credit 767 939 1176 1.310 111% 170.80%
Active Clients 4423 5277 6380 7.621 119% 172.30%
BF
Outstanding Credit 4.973.482 6.936.598 10.417.637 12.118.869 116% 243.67%
Average Credit 1.886 2.030 2.321 2.255 97% 119.57%
Active Clients 2637 3417 4488 5375 120% 203.83%

* MAFF: Mountain Area Financing Fund
**RFF: Rural Finance Fund

*** BF: Besa Foundation

Another positive indicator is the expansion of micro-credit activities over a larger number of areas.
Thus, the Mountain Area Financing Fund (MAFF) covered 16 districts in 2003 as against 4 in
2000. The Besa Foundation indicators increased its coverage from 4 to 16 districts, whereas the
Rural Finance Fund (RFF) covered 248 villages in 2002 relative to 157 in 2000.
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CHAPTER 2 DEMOGRAPHIC TRENDS

Albania has a young population with an average age of 29. In contrast to the 60+ population
which constitutes only 11%, the 0-19 age group represents 42% of the total population. This
youthful population is one of the factors that have contributed to the dynamic demographic
indicators evident in the transition years. Other contributing factors include town-planning
processes, migratory movements and other economic factors. Albania’s population is also
gender-balanced, with females comprising approximately 51% of the total population.

The constitution of the rural and urban populations has changed over a short period of time. The
urban population currently stands at 46% having grown from 36% in the early 1990s. This urban
population growth can be attributed to the uncontrolled movement of the rural population both
towards bigger towns and cities, and also within the same district.

Chart 2.1: Change in the Relationship between the Urban and Rural Population, in Years

80%
" 0% 64%
54%
S 46%
il 36%
30%
0,
20% el Jrbane
50 60 89 2000 |~ Rurale

Source: INSTAT, Mars 2004

Demographic Changes and the Impact

INSTAT estimates that approximately 600,000 Albanians, or 18 % of Albania’s population, have
migrated to foreign countries. Detailed analysis of population age-group demographics indicates
that the process of transition has had, and continues to have, an impact on the Albanian
population structure. A comparison between the 15-24 age group, registered in 2001, and that
identified in the 1989 population census, leads to the conclusion that one fifth of Albania’s
population has left the country.

Changes in the Family Structure
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Transition has brought about fundamental changes in the family structure. In search of a better
standard of living the typical Albanian family has changed both its residential location and also its
lifestyle. Over the past decade, the average age at which females marry has increased from 22.6
to 24.1 years, and for males from 27.2 to 29.3 years. The number of divorces has risen from 8.7
to 9.6 per 100 marriages. The average number of families tending to branch off into two
generations (parents and children) has also changed.
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POVERTY AND SOCIAL EXCLUSION

The Living Standards Measurement Survey (LSMS 2002) conducted by INSTAT and the World
Bank has made possible an in-depth and comparable analysis of poverty in Albania. In addition to
studies and evaluations of social groups at risk, the LSMS has been developed a deep
understanding of social issues, and an awareness of the need for better social policy adjustment.
In 2003, INSTAT carried out several studies underpinning specific aspects related to social issues
and poverty, in particular. The data are not yet available. INSTAT will repeat the LSMS in 2005.
This will also allow an evaluation of the extent to which changes to poverty have occurred over
the medium term period 2002-2005.

Economic Poverty and Income Inequality

Although poverty is defined as inequality in the allocation of material goods, income inequity
remains the most important and representative indicator of inequality and poverty in Albania.
According to this indicator, the level of poverty is calculated according to an assessment of the
extent to which basic needs are met. Two poverty lines are applied for this end:

e The food poverty line (or extreme poverty or extreme poor) is related to the level of food
consumption below which the basic need for calories is met (2,288 calories, which is
equivalent to a consumption level of Lek 3,047 per capita each month). According to the
present definition, those in extreme poverty constitute 4.7% of the population.

o The full poverty line is related to a consumption level that also incorporates some other
non-food items. This is equivalent to a consumption level of Lek 4,891 per capita each
month. According to this definition, 25.4% of the population fell below the full poverty line.

Table 2.1: Poverty and Inequality in Albania

Tirana Other urban Rural Total
Poor Extreme Poor Extreme Poor Extreme Poor Extreme

poor poor poor poor
Poverty headcount 17.8 23 20.1 4.8 29.6 5.2 254 4.7
Poverty gap 3.8 0.6 4.7 0.9 6.6 0.7 5.7 0.8
Severity of poverty 1.3 0.22 1.7 0.24 2.1 0.16 1.9 0.19
Average/per capita 9,043 8,468 7,212 7,801
consumption (in leké)
Gini 0,30 0,28 0,27 0,28

Source: INSTAT- 2002 LSMS

The LSMS study also assessed poverty using other definitions, thus producing more
comprehensive estimates of poverty, and creating the possibility for comparisons with other
countries, using international standards in poverty assessment.

Table 2.2: Poverty Line on the Basis of Definition

Poverty line on the basis of: Value Level
(in leké) (%)
Food poverty line 3,047 4.7
50% median per capita consumption method 3,349 7.0
$2 PPP method 3,775 10.8
60% median per capita consumption method 4,019 13.5
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Total poverty 4,891 254
$4 PPP method 7,550 59.3
Source: INSTAT- 2002 LSMS

According to administrative data, about 130,039 households benefit from social assistance'” or
3,400 fewer than in 2002. The reduction in the number of beneficiaries is not explained by an
improvement in their living conditions, but by the reduction in cases of system abuse.

12 Ministry of Labor and Social Affairs — 2003 NSSED Progress Report
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SUBJECTIVE POVERTY

When asked to rate their own living standards, people generally perceive that their living
conditions have not changed over the last twelve months'. When asked how they perceive their
economic situation, nine out of ten household heads reply that they are not satisfied with their
current financial situation. Half of them are not at all satisfied. 20% of the respondents share the
opinion that their overall life is deteriorating. 40% claim that they are mainly concerned with their
health, and one third maintain that their financial situation has slightly improved.

Chart 2.2: Level of Satisfaction with the Current Financial Situation
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13 Results of the 2003 survey by INSTAT (LSMS)
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NON-INCOME DIMENSION OF POVERTY

An analysis of the non-income dimension of poverty shows a positive situation, whereby both the
poor and the non-poor have access to basic services and enjoy good living conditions.

An analysis of the 2003 indexes indicates that the poor have access to fewer public services:
e The poor are twice as likely to lack access to appropriate medical services;
e ltis obvious that the poor have less access to running water supply;
e The poor occupy less living space than the non-poor section of the population;

e Eight out of ten among the poor do not have a private telephone.

Table 2.2: Poverty, Living Conditions, and Availability of Basic Services (in %)

Non-poor Poor
Water
Lack of running water 30.4 43.1
Sanitation
Toilets outside the dwelling, lack of access to a piped toilet 221 45.2
Telephonic service
Lack of access to telephone service 39.7 78.6
Energy supply (number of hours/day when power is off)
More than 12 hours 125 16.1
Crowding (persons per room)
3 and more 20.3 48.6
Distance from the health centre
One or more hours 74 14.7

Source: INSTAT- 2003 LSMS

Other Dimensions of Poverty

All indices point to evidence of a regional dimension of poverty, in terms of divisions between the
urban and rural areas, the north and south and the mountainous and non-mountainous areas.

Poverty is more pronounced in the northern and northeastern parts of Albania. This is attributable
to the limited job opportunities and low incomes typical of these areas, particularly in the
agricultural sector. Data on farmland ownership indicate that about 70% of households located in
these areas possess less than 1,000 m? of land per capita. Likewise, the limited access to public
services on account of the poor infrastructure is another factor that contributes to the high level of
poverty in these areas. In the districts of Kukés and Dibra, approximately 45% of the population
falls below the official poverty line. 80% of family income in these districts is covered by social
protection schemes, economic assistance and disability payments.
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Table 2.3: Level of Poverty by Residential Location

Mountainous
Tirana Coastal area Central area area Total

Poor Extreme Poor Extreme Poor Extreme Poor Extreme Poor Extreme
poor poor poor poor poor

Poverty 17.8 2.3 20.6 3.6 25.6 4.6 44.5 10.8 25.4 4.7
headcount

Source: INSTAT- 2003 LSMS

The LSMS reports that 18.3% of the “very poor” whose three or more basic needs are not
accommodated live in the countryside, while 3.2% dwell in town. The data on economic
assistance corroborate this finding. An analysis of the fourth poverty group'?, classified as the
group of the poorest communities, demonstrates that 93% of these communities live in the
countryside and are distributed in 66 communes, while 7% live in towns, located in two
municipalities (see the Poverty Mapping).

Demographic features, especially household size, are closely related to poverty. The number of
children in a family also correlates strongly to its economic situation. Around 24 % of families with
three children or more are poor. 74 % of the poor households have four members or more.
Households with a female parent are likely to be worse off than households with a male
breadwinner, standing at a ratio of 35 to 1.

Poverty is a serious threat in the new settlements, which have emerged as a result of internal
migration towards areas with higher economic potential. This phenomenon has given rise to large
illegal settlements with poor social conditions. Studies in these areas show that 80 % of migrant
families live in poverty. However, due to the fact that these families are residents of informal
settlements, they do not enjoy entitlement to social protection schemes and, as a result, are short
of income. Secondly, spontaneous construction activity has led to the degradation of the urban
environment. And thirdly, as these households are not registered with the registrar’s offices, they
do not have access to schooling, health care or social services.

Unemployment

Unemployment has fallen over the last three years. However, we cannot talk of improvement in
employment rates since, as shown in the chart, the decline in unemployment rate is also
associated with the reduction in the total workforce.

14 According to the definition of the Ministry of Labor and Social Affairs, over 40% of the population without incomes or with insufficient
incomes fall into the fourth poverty group.
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Chart 2.3: Workforce Progress and Unemployment Rates in the Last Three Years

Labor force and unemployment rate during three years
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In 2003 the long-term unemployed made up 68% of the total'’. Unemployment is more frequent
among women and the young. Unemployment is 19.1% among women and 13.6% among men.
Whereas unemployment is a rather urban phenomenon and is reflected in the unemployment
indexes, under-employment is a rural phenomenon. This is reflected in the high number of
farming households (71,887) that receives partial economic assistance from the State.

Social Categories at Risk

Those who are ‘at risk’ find themselves in this situation as a result of a combination of social,
cultural, economic, health and education inequalities. Their situation also comes partly as a result
of the failure of institutions to provide for their basic social needs. Individuals from ‘at risk’ groups
have both shared and specific needs which are either not addressed, or are poorly addressed, by
institutions, thus leading to a wide gaps between these groups and the rest of society.

Poor families are the main social category at risk. Indeed, the policy designed to provide them
with economic assistance, which is quite low (Lek 2,170-3,188 per family each month), does not
help these families handle the income dimensions of poverty.

Individuals within these families are further marginalised by other factors, including ignorance,
problems inherent in the education system and the health system, housing, and society’s overall
indifference to their situation.

Table 2.4: Economic Assistance

Year 2003 Total Beneficiaries of partial Beneficiaries of full In % to
economic assistance economic assistance population

Families receiving 1 30,039 80,204 49,835 1 9,06%

economic assistance

Municipalities 55,424 8,317 47,107 17,9 %

Communes 74,615 71 ,887 2,728 20,17%

Source: INSTAT- 2004

Ethnicity is not a profoundly distinctive feature of Albanian society. However, among the
minorities (estimated to amount to 2 % of the population), the Roma and gypsy groups are most
likely to be found in marginalised social categories. This minority, similarly to the majority of the
population, suffers from a shortage of several services. Their low education level accounts for

15 On the basis of the Ministry of Labor and Social Affairs’ definition of long-term unemployment
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their high unemployment rates. They are faced with housing problems, and are disproportionate
carriers of infectious diseases.

Children at risk make up a category that is affected by numerous social problems, which arose
during the Albania’s transitory period. Amongst conditions characterised by a lack of public order
and security, children have fallen prey to trafficking and crime; it is estimated that about 5,000
children have been trafficked to, and are being exploited in, Italy and Greece.

The regional structures of the Social State Service'® have produced data series which estimate
that there are 6,700 working and street children across the country.

Drop-out patterns. The present phenomenon reflects the social and economic changes that
have affected the family structure, as well as the problems with which the education system is
attempting to cope. About 2% of enrolled children dropped out of school in 2002-03. As surveys
and official data indicate, dropping out of school is primarily a phenomenon that prevails in rural
and peri-urban areas inhabited by migrants. About 35% of children drop out for economic
reasons. A fifth of them also cite the low quality of schooling as another reason for dropping out.

The children restricted in their homes on the grounds of ongoing vendettas also contribute
to dropout. According to local government data, 1450 children fall under this category. This
phenomenon is encountered in the districts of Shkodra, Lezha, Kukés and Dibra. Fear,
psychological violence and lack of confidence are also closely associated with this phenomenon.

Children unaccompanied by their parents have immigrated, this being part and parcel of the
migration phenomenon. According to partial data available to the non-governmental organisations
and the Social State Service, about 4,000 children unaccompanied by their parents have
immigrated to Greece (3,000) and Italy (1,000). Once in other countries and away from their
families and their care, this category of children is faced with numerous risks, including ill
treatment, physical and sexual abuse, and engagement in bad forms of labour, trafficking, drug
distribution and other illicit activities.

Table 2.5: Category of Children at Risk Nation-wide

Orphaned Orphans in Children who Street Immigrant Children Working
children in institutions have dropped out children children shut children
families of school indoors

16.000 350 12.000 1.979 5.000 1.450 4.700

Source: INSTAT- 2004

Young people at risk. Despite the fact that Albania has a young population and a high growth
rate, the number of young people has dropped by 20 per cent compared to what is used to be 12
years ago because of migration.

Against the backdrop of Albania’s opening and the new social phenomena accompanying this
transition, young people at risk fall into the following categories: (i) drug users, (ii) working youth,
and (iii) young people with criminal behavior.

A survey conducted with 400 young people'’ indicated that 12% of them have been in contact
with narcotic substances, and 3% of them have grown addicted.

'® Social State Service — administrative data reported by the social protection sections at the
municipalities and communes.
17 The “Young Voices” opinion survey carried out in 2001.
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Table 2.6: Unemployment Rate by Age Groups and Gender in 2003

Unemployment rate according age group and sex.
Year 2003
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As compared to other European countries, the number of crimes committed by young people (14-
26 year olds) is relatively low in Albania.

The elderly are another vulnerable group, with low income deriving from pensions and
insufficient access to basic health services. Insufficient income, health problems, and the threat of
abandonment and loneliness contribute to the marginalization of this social stratum.

Disabled persons, born as such or affected by disability before the age of 21 years, form
another category at risk. In 2003, their number increased to 46,000, and the largest part of them
live in the countryside having no access to special services.

Level of education of the Albanian population

The number of pupils who have dropped out of obligatory education increased considerably
during the 1990’s, with the average number amounting to 3.9 per cent, with one point at 6.3 %, in
1991, versus 1 per cent, with one point at 1.4 %, in 1980’s. The rise in the rates of dropout was
attributable to national and international migration, the increased direct and opportune costs of
schooling, the public insecurity, and the weakening of governmental institutions responsible for
the obligatory education.

In recent years, the rates of dropout amounted to 2 per cent, chiefly due to the decline in national
and international migration, and the elevated public security, as well as better education system’s
coverage
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Whereas the indexes for NER (net enrolment ratios) and GER (gross enrolment ratios) regarding
obligatory schooling remain high, 93.3 per cent and 99.8 per cent respectively, the quality of
schooling has deteriorated. Memorisation of facts is overwhelmingly underlined, and a part of
children feel overburdened while they have to cope with unmanageable difficulties.

In comparison with 1990, the number of students attending secondary general schools following
completion of obligatory education has doubled (from 28.6 per cent to 57 per cent). However,
secondary general education retains an elite character. Many students have poor progression
and have less knowledge than what they are supposed to, while many parents are forced to
provide for their children’s academic formation by having them enrolled in costly private courses.

Nonetheless, following the drastic decline in the number of secondary vocational schools,
vocational education is marking a slow upward bias. Secondary vocational schools, which are
enlarging the range of vocations, are taking in a constantly growing number of students. In 2003,
the best academic year, 16 per cent of secondary school students only attended secondary
vocational schools, social-cultural schools inclusive. This is a very low figure if compared with the
average rate of attendance for the OECD countries (50 per cent). Seven point three per cent of
the age group 14-18 years attend long-term schooling at the end of which they master officially
recognised vocational skills. With the number of higher school students added on top of it, this
figure amounts to 10 per cent. The said figure proves to be much lower than across developed
countries, and even in the countries whose development is not a long way ahead that of Albania.

Despite the recent improvement in school attendance, the risk of having new illiterates is present,
whereas overall education level of the population is still low with regard to secondary and higher
education.

Table 2.7: Structure of Education of the Population
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Education level Headcount %

llliterates 1,4%
Literacy 15-24 years 98%
1-4 grades 18,9%
8-year 39,0%
Secondary 22,1%
Secondary general 13,6%
Secondary vocational 5,23%
Two-year secondary 2,2%
Higher education 4,8%
Post-university 0,2%

Source: INSTAT 2004

Disabled children are not encompassed in basic education, and an extremely small number of
them are attending pre-school education. There are 12,000 disabled children in Albania. State
institutions offer services to 9.5 per cent of them.

The Roma or gypsy children are more exposed to risks. Roma children would have on average
4.02 years of schooling, whereas the gypsy children would have on average 5.05 years of
schooling. This figure is extremely low.

There exist no considerable differences in obligatory education attendance in the rural and urban
areas. However, the quality of schooling in the rural areas is considerably lower (schools in the
rural areas have less educational materials than schools in the urban areas, a poor infrastructure,
and an insufficient number of graduated teachers). The gap between the rural and urban areas is
more obvious in secondary education, which follows obligatory education. Less than 3 out of 10
eight-year school graduates in the rural areas would attend secondary school, versus 7 in Tirana
and 6 in other urban areas. Only 1 out of 40 persons in the rural areas possesses a university
diploma, as opposed to the ratio 1 to 5 in Tirana and 1 to 10 in other urban areas.

Education is strongly correlated to poverty. The rates of obligatory education attendance are low
among the poor, and very low among the extreme poor. Secondary school attendance reveals
bigger discrepancies. Only 2 out of 10 poor eight-year school graduates enrol in secondary
education, versus 5 out of 10 children among the non-poor. Over 80 per cent of the poor do not
finish a secondary school.

Table 2.8: Enrolment by socioeconomic status

Extreme poor Poor Non-poor Total
Net Enrolment Ratios
Obligatory education 88.6 91.6 941 93.3
Secondary education 19.8 19.4 46.7 38.7
Gross Enrolment Ratios
Obligatory education 90.9 97.1 101.1 99.8
Secondary education 21.0 21.6 53.1 43.9

Source: INSTAT- 2004

The current education system is not yet able to accommodate the right to access to different pre-
university levels. Costs of schooling are one of the omnipresent reasons. Recent years have seen
a constant increase in public expenditures in education. However, they cannot ensure provision
of an education service of European standards for as long as they amount to nearly 3 per cent of
the GDP, with the world average, including the average for some countries in transition, standing
at 5 per cent.
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Table 2.9: Percentage of GDP for Education

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

3,3 3,7 3,7 3,3 3,0 3,3 3,24 3,19 2,81 2.85

Source: INSTAT- 2004

In the course of the transition years, education has undergone profound changes in terms of its
content. A number of laws governing the education system have also been promulgated.
However, during these years education in Albania lacked a kick-off strategy, which consequently
led to unnecessary zigzagging and slower rates than those recorded across other countries in the
region, being subject to similar development conditions.

The present education system does not yet offer a democratic civic formation, comparable to
European standards. Overall, the Albanian economy is not designed around issues ensuring the
use of and remuneration for the high human capital levels. In face of the systematically growing
demand for enrolment in secondary and higher education, the education system still offers limited
premises of training human resources with high level performing skills and knowledge, required
by a modernised market economy. On the other hand, the bias towards academic formation and
the insufficient focus on the life-called-for skills are the reasons why eight-year school graduates
or secondary school students are short on a satisfactory background for personal success on the
labour market.

Decentralisation in education is progressing at a slower rate than in other areas, and is fraught
with more ambiguities. School autonomy is almost non-existent as decisions relating to the
financial aspect, the staff and the curriculum, lie with a (deconcentrated) central level. The
governance system in education, which provides limited access to all the interested stakeholders
and allows for extremely sparing flexibility, highly reduces the effectiveness and efficiency of
human and financial resources. Likewise, it exercises very little influence on improving the
education service extended to deprived areas and strata.

The strategic reform in the education system, which has been under way for the past years, is
impacting education governance, the curricula at all the levels and the human resources
development system, thus laying solid foundations for the alleviation and prevention of current
acute phenomena of equity. (See chapter “Development of Human Resources: Education”)

Health status of the Albanian population

Basic indexes, some of which have improved considerably, determine the health condition of the
local population. Infant and maternal mortality rate is worth mentioning here. Whereas other
indexes continue to indicate a declining tendency as they relate primarily to the influence a
number of transition negative factors exercise. Reference could be made here to mortality (which
is largely affected by the increase in the number of accidents, traumas, suicides), infectious
diseases, and basically HIV-AIDS, cardiovascular diseases, and tumours. The following is a brief
outline of some of these indexes.

Expected average life expectancy is relatively high: 69 years for men, and 75 years for women.
This index has marked an upward bias during the second half of the last century, and at present,
it is only slightly lower than the average recorded in Western Europe, and higher than the
average for Central and Eastern Europe. However, recent years have seen a slightly declining
tendency.

Infant mortality is still very high if compared with that across the countries in the region.
Nonetheless, the tendency shows a decline in the infant mortality rate, which in 2002 was 17.4
deaths per 1,000 live births (source: Ministry of Health and INSTAT), and in 2003 was 16.8
deaths per 1,000 live births (source: Ministry of Health).

Maternal mortality, with 21 deaths per 100,000 live births in 2003, is relatively high (source:
Ministry of Health). In certain areas in the country, however, it is several times higher than the
average. The chapter on the gender analysis depicts a broader picture.
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Mortality and cause-related mortality

The mortality rate is 5.1 per 1,000, and this index has not changed considerably during the past
ten years. However, changes have occurred with regard to the structure of the causes of
mortality. Blood circulation diseases, cancers, and accidents and injuries are the three groups
accounting for three fourth of all deaths. Treatment of the diseases under these three groups has
proved very costly both for the State and the families, thus affecting the latter’s living standards.

Incidence of infectious diseases

Respiratory diseases top the list, followed by gastrointestinal diseases. A cholera epidemic and a
polio epidemic plagued Albania in 1994 and in 1996, respectively. Since the early 1990’s, the
number of affected areas across the country has increased. HIV-infected patients have started to
be hospitalised. Syphilis has resurfaced and the number of people carrying the virus is
increasing. Although the disease has been reported to be decreasing, hepatitis A and B has a
high prevalence in Albania. The same is true for the gastrointestinal diseases, too. In 2002, the
World Health Organisation reported no cases of poliomyelitis in the country. Other diseases
prevented by vaccines, including measles and diphtheria, are not reported either.

Table 2.10: Pre-natal Care

Skilled Not skilled Care unavailable

Urban areas 95.9 2.0 21

Tirana 93.9 6.1 0

Other urban area 96.7 0.3 29

Rural area 87.8 2.8 9.4

Tirana 93.9 6.1 0

Coastal area 92.1 0 7.9

Central area 92.6 2.8 4.7

Mountainous area 78.4 4.0 17.6

Total 90.6 25 6.9

Chart 2.4: Infant Mortality (per 1,000 births)
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HIV infection

The first HIV-infected case was confirmed in May 1993. Ever since, 5-10 persons carrying the
HIV-virus were reported in 2000, whereas 1-4 cases infected with AIDS have been reported on a
yearly basis. By late November 2003, 117 persons infected with HIV/AIDS were reported. Nearly
90 per cent of all the cases have contracted HIV/AIDS sexually, with sexual transmission being
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the main way of getting the virus. Seventy per cent of the HIV/AIDS cases are thought to have
come into contact with the virus abroad.

It should be pointed out that a number of factors the majority of which do not concern the health
system, take their toll deteriorating the health status of the population. Economic, social-cultural
and environmental factors could be mentioned here. Whereas the health system, despite the
major role it plays to promote health and health education, is centred on fighting the
consequences rather than on eliminating the causes.

Chart 2.5: HIV/AIDS Cases Reported
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GENDER PERSPECTIVE IN THE NSSED

The NSSED addresses the gender-specific problems and the gender perspective on the basis of
the concept underlying the 1995 United Nations Report on Human Resources, stating that, “If
human development is not viewed from the gender perspective, then it is in serious danger.”
Three of the principles suggested to incorporate the gender perspective into human development,
are as follows: (i) equality of rights between men and women; (ii) females should be considered
as agents and beneficiaries of the changes; and (iii) a broader range of choices for men and
women, and equal choice opportunity for men and women.

The process of evaluating the involvement of men and women, including legislation, development
policies and programmes in all areas, and at all levels, entails the gender-specific analysis and
perspective of the issue in the framework of the entire spectrum of the Albanian society. This is a
way to make the concerns and experiences of men and women a component part of the drafting,
implementation, monitoring and evaluation of policies and programmes in all the spheres —
political, economic and social — so as to ensure that men and women benefit in equal terms, and
inequalities are not promoted.

Education

Education is a vital aspect of every strategy in the framework of efforts to encompass gender
concepts. In a nutshell, gender equality in education should study and reflect, from the gender
perspective, the gender balance at all the phases of education. Considering the education sector
as the entry gateway in order to challenge the gender stereotypes contributing significantly to
maintaining gender inequality in the society, is equally important. Enrolment of females in
primary, eight-year and secondary education has decreased from 98.3 per cent in 1991 to 87.3
per cent in 2001 for the primary and eight-year schools, and from 58.9 per cent in 1991 to 47.3
per cent in 2001 for the secondary schools. Whereas enrolment of females in higher schools has
increased from 9.7 per cent in 1991 to 19.7 percent in 2001.

Chart 2.6: Bias in Education by Gender
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As seen from the chart, the number of females enrolled in secondary education is lower. This
phenomenon is rather present in the rural areas, where in terms of education the female is
discriminated against on account of the prevailing mentality and insecurity. The period 2002-
2003, in particular, has seen a greater effort to get rid of certain gender stereotypes in connection
with the curriculum in health education, civic education and legal education, by virtue of improving

58



the textbooks and all the other educational materials. There is still much to be done particularly
with regard to the reviewing of secondary vocational education curriculum so as to ensure that it
meets the labour market requirements, and in particular, the requirements for jobs that are
attractive to females.

Health

In recent years, health programmes and policies have been designed around better coherence of
the gender perspective. Hence, as one of the priorities for the health sector the woman’s health
status is addressed through specific programmes and projects with funding obtained from both
foreign donors and the State budget.

The tendency indicates that maternal mortality, which measures the obstetric risk inherent in a
pregnancy, is reduced considerably. However, the figure of 21.3 deaths per 100,000 live births in
2003 (source: Ministry of Health) is still high as compared to the average across European
countries.

Chart 2.7: Maternal Mortality Rate per 100,000 Live Births
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Several of the factors contributing to reduction in maternal mortality rate are as follows: (i), The
number of births dropped by over 40 per cent in 2003, as opposed to 1990. In 2002, the fertility
rate was 2.1, versus 3.9 reported in 1990 (source: INSTAT). The drop in fertility rate is largely due
to increased family planning, which is easily accessible for about 60 per cent of women, and the
condom use. (ii) Legalisation of abortion, with the ratio between abortions and births being 1 to 3.
(iii) Improvement in mothers and households’ education on the progress of pregnancy, children’s
feeding and the need for family planning.

However, recent years have seen lower access to pre-natal services in Albania. And a downward
bias is marking assisted births, thus adversely impacting maternal mortality. About 93 per cent of
births take place in health institutions, and 7 per cent of births at home. Of the latter group, 6.2
per cent have the attendance of skilled health personnel at delivery, and 0.8 per cent have no
medical assistance. Births at home may be accounted for by low access to health services and
their low quality; shortage of skilled health personnel, especially midwives in villages (this being
the result of uncontrolled internal migration); the mothers’ desire to deliver their children at home;
the uncontrolled shifting of the population, which keeps changing addresses, making medical
follow-up by the midwife responsible for the area impossible; and poor infrastructure conditions in
maternity hospitals in town and maternity homes in the countryside, which more often than not go
short of water, heating and electricity.
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In an effort to improve the health status of mother and child, the health sector is aiming to reduce
maternal and infant mortality, which are two of the MDG. Diseases and maternal, pre-natal and
infant mortality have been followed up as part of services the KSHP offers to mother and child.
The goal is to bring the mortality rate down to 15 deaths per 100,000 live births in 2006, and to 11
deaths in 2015, as well as to reduce infant mortality rate to 15 deaths per 1,000 live births in
2006, and to 10 deaths in 2015.

Family planning, which has an impact on reduction in maternal mortality, has had the following
important achievements:

e Family planning services are extended to the rural areas;

e This undertaking was launched the previous year. A total of 295 family planning centres
have been set up in town and countryside across the country. In 2003, the number of the
said centres increased significantly in the countryside, and at present, at commune level
the family planning service is offered to 20 districts. Now every district has its own team
of local trainees in place; and,

¢ In 2003, a system providing information on the management of condoms was established
both centrally and locally. At a central level, the Department for Reproductive Health at
the Directorate of KSHP is responsible for collecting the said information. This has
enabled the assessment of needs and a better-controlled distribution of condoms, barring
the way to their misuse

The Adoption of the Strategy for the Procurement of Condoms in July 2003 aimed at ensuring the
long-term guaranteed supply of quality condoms, and self-sufficiency in condoms, thus
enabling the country to be financially self-sufficient in order to meet the needs for condoms or
logistics, and for technical assistance concerning purchasing, and storing of condoms.

Gender-based Violence

Another phenomenon encountered quite frequently in the Albanian society is also the gender-
based violence, including rape, insult, threat to use violence, abuse, degeneration, forceful social
isolation, and other forms. Domestic violence is likewise a widespread form of gender-based
violence.

Employment

In Albania, the number of highly educated women is high. However, their involvement in the
political and economic life is very low, with the tendency showing that their number is constantly
decreasing. Although two thirds of women are recognised of being highly educated, their
representation in decision-making at the level of the Parliament, a ministry, a municipality and
commune is very low. The following reveals the women’s representation level in 2003:

Table 2.11: Gender-specific Employment

Women in the Parliament 5.7%
Women Ministers 5%
Women Mayors 0%
Women Mayors of Small 37.5%
Municipalities

Chairwomen of communes 1.6%
Women Prefects 25%
Women managers in the private 17%
sector
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Horizontal gender-specific inequalities making way in the discrepancies regarding preference for
different professions between males and females are also present in Albania. The woman’s
presence in certain professions — women judges, women surgeons, and women company
managers — seems to be still a luxury for the Albanian society. There also many cases of vertical
gender-specific inequalities, indicating differences concerning posts and positions within the
same profession, and being reflected in the women’s low participation in the leadership, both at
the level of central government and local government.

Some of the targets that should specifically guide employment policies in Albania encompass the
creation of many possibilities, urging to do better, promotion on duty, remuneration and equal pay
with male counterparts.

Agriculture and Rural Areas

In the agricultural sector, men and women perform different roles and responsibilities, which vary
from one region to the next. In Albania, there exist major gender-specific inequalities both in
terms of access to the production resources and control of resources within the family, though in
the majority of cases the woman is a major contributor. Women contribute to the well-being of the
family and the community and have no equal access to and control of the most essential
resources, time inclusive. The roles and responsibilities women perform in the family affect their
engagement in different activities at the community level. These facts highlight the importance of
concrete projects focused on reinforcing the woman’s role and her involvement in the various
areas of the community development, and in rural areas, in particular.

Conclusions

Finally, the following could be mentioned:

¢ Right to equal access to education and employment. The basic rights, devoid of any
gender-specific differentiation, represent a fundamental human right.

o Efforts successfully addressing the gender equality have a direct impact on reducing
poverty in all its dimensions, and on the economic growth. Women in the rural areas, in
particular, represent the group most exposed to poverty.

e As part of the agenda for the European integration, policies and programmes
concentrated on ensuring gender equality are crucial.

The financial effect of gender policies is very small in comparison with the significant impact the
female section of the society has on the country’s social and economic development.
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EARLY CHILDHOOD DEVELOPMENT AND CARE

Early childhood is described as the period of a child’s life from its
conception to the age of eight years. It entails the combination of
the health, nutrition and intellectual stimulation. This period of life
concerns the inculcation of study and active learning skills. It also
involves the emotional and social care and the feeding a child is in
need of so as to realise its human potential, and play an active
role in the family, and at a later stage, in the community. In
Albania, the complex interventions in early childhood are still at an
embrionic stage. However, it should be highlighted that an Inter-
sectoral Task Force for Early Childhood was established for the
first time during 2003, and a number of concrete targets were set
with regard to this age group.

The Ministry of Education and Science, for instance, which
contributes significantly to the early childhood development and
care with regard to children aged 3-6, has set the target of
including 100 per cent of children aged 5-6 and 50-70 per cent of
children aged 3-4 and 4-5 in the preschool institutions in 2015.
This Ministry is also aiming to ensure:

dissemination of contemporary methodologies placing the child at
the centre of the educative activity,

the reforming of the university curriculum for the faculties training
teachers for the preschool education in favour of the students’
contemporary professional formation,

the introduction of the teacher's training system, and the
improvement in the legal framework, which would contribute to the
decentralisation of the preschool education system and its
implementation in practice.

Health. The constant improvement in the child’s health status has
been one of the health sector priorities, thus contributing to
reduction in the incidence of infant disease and mortality. The
tendency in Albania saw a reduction in infant mortality rate from
41.5 per 1,000 live births in 1990, to 16.8 per 1,000 in 2003. These
figures are still a far cry from figures across European countries.

lin the northeastern part of Albania, such as Dibra, Kukés,
Tropoja, and Puka infant mortality rate is twice as high. However, it
should be pointed out that several other big cities, including
Tirana, Durrés, and Elbasan, have high infant mortality rates. This
correlates to people’s free and uncontrolled movement from
northeastern areas, and their settlement in the peri-urban areas,
characterised by a low soial economic level and not a high level of
health education. The health sector is running specific
programmes to follow up the infant mortality rate, with a focus on
the following targets: Unification of the treatment protocols and the
updating of knowledge by physicians who have worked for five
years following internship, training of the personnel working in the
child’s consultation centres, continuous monitoring of the law “For
Protection of Breastfeeding”, reduction in various forms of
malnutriton among under-five children, and irradication of the
disease of iodic defficiency among children aged 0-6.

One of the challenges of the health sector in the framework of the
Millennium Development Goals is reduction in infant mortality rate to 10
per 1,000 live births in 2015. During 2003, the implementation of the
ambulatory integrated management of child disease in order to provide
assessmnet, treatment and combined consultation on the main child
disease, has been an important process. This will be an on-going
process in the future, too.

The Ministry of Local Government and Decentralisation could make an
especially important contribution to early childhood, assuming full
powers regarding the preschool infrastructure for children aged 0-3
(créches). In its efforts to ensure the normal functioning of the preschool
institutions in the framework of decentralisation with a focus on the poor
and marginalised areas, this Ministry has set major objectives with
regard to this age-group. Some of these targets center on the increased
investments in the preschool infrastructure (creches), and the
coordination of efforts with the Ministry of Education and Science, and
the other line ministries so as to ensure a division of powers and the
regulation of the legal framework governing the decentralisation
process, and the training of the local government officials with a focus
on social policies and services.

The Ministry of Labour and Social Affairs could play an important role in
connection with early childhood by virtue of developing social policies,
targeted to children aged 0-6, as well. This Ministry has elaborated
some of the following objectives concerning early childhood:

The families in need, especially those with children under the age of 6,
should receive the necessary incomes;

Either of the two or more children born to a family at the same time,
should receive a special remuneration.

By 2004, this Ministry aims to revise the legislation for social protection
and care, while specifically addressing the support designed for the
orphaned children or the children with one parent, the children with
disabilities, and the trafficked children. Focusing also on the important
role the mother has to play with regard to early childhood development
and care, this Ministry plans to provide for the professional training of
women who are heads of families, while granting assistance to them,
too. Data collection with a view to drawing a clear picture of the
children’s situation according to the age-groups and regions, is of
special importance to early childhood development and care. For that
end, the Ministry of Labour and Social Affairs is intent on working out a
statistics registration system in order to identify children’s problems and
needs, in accordance with the provisions contained in the new law “For
the Social Assistance and Care”. It is also planning to review the law for
the traffic in children, while taking due preventive measures.

The Committee for Equal Opportunity, being involved in the drafting and
at the same time implementation of the National Strategy for Children, is
duty-bound to see to the application of the present strategy at all the
central and local government institutions, and by all the civil society
actors concerned with protection of the children’s rights. In terms of the
implementation of the action plan relating to the strategy for children,
this Committee undertakes to report on the 0-6 age-group.

What should be changed in the legislation affecting the 0-6 age-group?

Reviewing of the laws addressing the problems of orphaned
children;

Reviewing of the laws addressing the health problems of mother
and child;

Improving the criminal legislation, taking into account children’s
special protection from all the phenomena posing a threat to their
life;

Concluding agreements with other States on the execution of court
decisions to ensure that one of the parents pays maintenance to the
child/children;

improving the civil legislation, and specifically the Law “For the Adoption
of Minors by Foreign Nationals, and Several Amendments to the Family
Code”;

Setting up a functional Court for Minors.

What are we aiming at through early childhood development and care?

By having early childhood development and care in place, we
aim to:

*Work out a national plan for the early childhood, ensuring that
the line ministries should undertake to carry out integrated work
with this age-group;

*Support the establishment of a specific structure for children,
incorporating a department for the early childhood;

*Provide for increased financing from the budgets of the
relevant ministries, targeted to this age-group;

*Develop policies and strategies for the introduction of alternatives in
terms of possibilities for primary education for all the children aged 0-6,
especially those aged 5-6, in a shorter period of time, seeing to it that
efforts are integrated with successful community models applied by non-
governmental organisations;

*Promulgate the necessary legislation allowing for the normal
functioning and the division of duties with regard to the decentralisation
process;

eIntroduce a statistics registration system covering children aged 0-6,
according to the regions, gender and age-group.
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CHAPTER 3 IMPLEMENTATION OF
POLICIES AND PUBLIC

PRIORITY MEASURES

THE OBJECTIVES

AND THE MTEF

FOR 2004-2007

Achieving the NSSED objectives depends on the implementation of public priority short- to
medium-term measures. The NSSED process deepened during 2003 in all the ministries, and
some central and other state institutions, such as the Parliament and local government.

Each institution has tried to implement its own priority measures consistent with the relevant
sector matrices. The results appear in the progress reports of each institution and contain: (i)
an analysis of the policies and the most substantial measures, their impact as well as a
medium-term perspective; (ii) a matrix with qualitative indicators of the priority measures for
2003; (iii) data on the progress of output and outcome indicators; and (iv) a matrix of medium-
term priority measures for 2004-2007.

Being a fundamental and complex strategy, the NSSED calls for an effective and efficient
coordination of the implementation process. During 2003 the goal was to ensure better
coordination of the main government agenda, namely the NSSED, with the process of SAA
and the adoption of the MDGs.

This chapter of the Progress Report is a synthesis of progress on the implementation of
measures by area and sector, the most important short-term implications of these measures,
as well as the objectives of medium-term priority measures for 2004-2007.
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INSTITUTIONAL AND GOVERNANCE REFORMS

One of the main NSSED implementation areas in 2003 was the deepening and expansion of
institutional and legal reforms. These were designed on the basis of an analytical process, but
with a high degree of consultation and participation of all stakeholders and of the public in
general.

Governance institutional reforms aim at:

e Strengthening implementation and respect of law as well as the regulatory and
warrantor role of the state (stability, public order, security, effectiveness and
efficiency)

¢ Enhancing democratic standards of governance (justice, accountability, transparency,
inclusion)

Experience has indicated that these two areas are very important and inter-related. Weak
enforcement of public order could seriously compromise the democratic nature of institutions
and vice-versa, leading to a vicious circle.

Assessments by specialized international institutions indicate that weaknesses in
guaranteeing public order constitute a major problem for the countries in the West Balkans,
and in particular for Albania. Although there have been improvements in governance, it still is
a far cry from the minimal standards of the EU.

Reforms in governance are the foundations for NSSED implementation. They also represent
the main focus for the process of negotiation of the SAA with EU and for NATO membership.

Progress in governance reforms needs to be measured. To this end, the government has
adopted the main indicators and objectives that determine the quality of governance.

Table 3.1: Indicators of governance

Evaluation (0-100)

Indicators
Base level 2002 Objective 2010* Objective 2015*

1. Participation and accountability 49.5 65.0 81
2. Political stability 30.3 60.5 71
3. Governance effectiveness 38.1 57.7 76
4. Regulatory quality 41.2 63.2 83
5. State of law 17.5 56.5 74
6. Control of corruption 23.2 54.7 73

* Objective 2010 represents the indicators of governance for Eastern Europe — regional average (2002),
while Objective 2015 the minimum indicators of governance for the EU countries — average (2002).

Achieving the twin objectives of governance reform relies on a combined approach of
measures, which includes all state structures: (i) legal regulation of the system of rights; (ii)
establishment of new institutions and/or restructuring of the existing ones; (iii) strengthening
capacities and improvement of the available technology; and (iv) adoption of the most
advanced rules and standards of democratic governance.

1. Justice

During 2003 the work on legal process consisted of: (i) formulation and follow-up of approval
procedures for 59 legal initiatives, of which 36 were draft-laws and 23 by-laws of normative
nature, including 16 conventions and international agreements; and (ii) provision of
specialized legal opinion and assistance to other institutions, which involved drafting
approximately 900 legal peer reviews for draft-acts during 2003, of which 190 were draft-laws.
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In the context of the ongoing attempt to achieve a clearer division and an appropriate balance
between the legislative, executive and judicial authorities the following activities took place: (i)
creation of supportive infrastructure to facilitate the setting up of courts and Public Prosecutor
offices for extreme offences; (ii) training; (iii) strengthening of the legal framework and
improvement of legal services; (iv) improvement of the legal system control by the Inspection
Department of the Ministry of Justice; (v) revision of the prosecution procedures in cases that
have passed the preliminary phase and have not yet begun the respective procedures; and
(vi) needs assessment for improvements in the judicial infrastructure.

A wide range of important reforms in the legal system are planned for 2004 in the following
areas:

(i) prevention, detection, investigation and effective trial against terrorism offences and its
financial sources, organized crime, trafficking, money laundering, corruption and financial
crime;

(ii) incorporation of international statutes, especially in the penal code;

(iiiy reform of juvenile justice to attain international standards in material, procedural and
institutional provisions for prevention, penal training and rehabilitation of young offenders;

(iv) reforms in Public, Administrative and Commercial Law, in order to improve the services to
business and the public, to simplify procedures, to reduce delays and to develop modern
procedures for dealing with citizen complaints;

(v) setting up of the Legal Reform Commission, as a consultative entity under the Ministry of
Justice, consisting of eminent professionals with outstanding judicial experience, supported
by a group of specialized legal experts.

Civil judicial decrees will concentrate on raising professional standards, determining indicators
that measure individual output, realizing an effective, accurate and quick service,
strengthening the control of the executive structure, providing training, and disciplining
employees that do not abide by the law during the exercise of their duties.

Considerable work will be carried out during 2004 to expand and modernize the physical
infrastructure of jails. Not only the security of these institutions will be improved but also the
conditions and treatment of detainees.

With respect to the judicial authorities and the Public Prosecutor's Office, the Ministry of
Justice will aim at:

(i) increasing the speed and the quality of judicial control;

(ii) introducing information technology into the judicial system to improve the management of
judicial cases;

(iii) improving the administrative services of courts, in particular the maintenance of the
judicial archives;

(iv) determining performance evaluation criteria and procedures for courts based on the
number of cases coming from higher level court houses;

(v) establishing qualification standards for judges and prosecutors, as well as meritocratic
appointment and transfer rules;

(vi) rehabilitating the judicial infrastructure and creating a computer-based infrastructure in
courts;

(vii) improving procedures, increasing the budget and implementing training for judges and
prosecutors; and

(viii) preparing legal provisions for cases where there are delays in the judicial process.
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Public Order

The main priorities for 2003 were to ensure public order, strengthen personal and community
security, and fight organized crime and terrorism.

Further work was done to increase policemen’s qualifications, to organize activities related to
organized crime prevention, to prevent conflict and resolve differences and generally to curb
illegal activity. Feelings of security have increased among citizens during the exercise of their
rights.

Security measures have been increased all over the country through the improvement of the
operational structures. Special services have been planned for the coming summer season in
all tourist areas, beaches and main roads.

A new system entitled “About the grades of the state police” which was put in force during
2003 converted military into police grades for all police employees. The new grades have
created possibilities for a secure and guaranteed career for police employees, based on five
criteria: police education, work experience, training, qualifications and periodic evaluations at
the workplace. The objective is to raise barriers against subjective decisions based on
political activism and personal connections that have been previously mentioned and
criticized. From now on, all appointments in the state police are done with respect to the
grade of the police employee.

Table 3.2: Indicators of crime and violence

Cases Discovery % Cases Discovery %
2002 2002 2003 2003
Crimes against persons 1586 1499 95% 1726 1619 94%
of which: assassinations 179 147 82% 144 112 78%
Crimes against property 1322 929 70% 1766 1101 62%
of which: violent or with guns 214 165 7% 208 139 67%
Financial crimes 753 747 99% 771 763 99%
Drug trafficking 250 230 92% 227 201 89%
Human traficking 544 529 97% 704 681 97%

Source; Ministry of Public Order, 2004

There was a slight decline in crime against the person in 2003, but crime against property and
financial crime have increased.

There has been some success in the fight against drug and human trafficking, such as the
elimination of emigrants trafficking, publicly acknowledged by the Italian Government and
other international institutions.

Drugs are now a greater challenge that demands a more effective approach. Some recent
positive developments are very modest compared to the large volume of trafficking.

The war against organized crime and terrorism is one of the greatest challenges. Albania has
taken up all its international obligations and has strengthened its specialized mechanisms but
is seeking stronger support from its international partners and a better coordination of joint
ventures.

The evaluation of the implementation of the priority public measures and their impact
highlights the weaknesses of the forces fighting crime, but also shows that the reforms
already initiated will eventually play a big role in successfully addressing the complex
challenges in this field.

The middle-term objectives for 2004-2007 are:
e With respect to the war against trafficking and organized crime:

a) Block any moves to resume illegal human trafficking for emigration purposes;
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b) Achieve more obvious results in the war against drug trafficking and eliminate in-
country production of drugs, such as cannabis sativa;

c) Detect and eliminate organized crime structures and reduce the risk of their
involvement with the international terrorism network; and

d) Detect money laundering activities.
e With respect to general security and public order:

a) Strengthen public order and public security (personal and community security) in
the entire country, according to regional needs, whether urban or rural;

b) Reduce the number of extreme offences committed not only through crime
detection but also through preventive measures;

c¢) Reduce the number of financial crimes and crimes against property; and
d) Increase security in roads.

The above-mentioned objectives will be met by continuing the reforms in public order
institutions and the Office of the Attorney. In particular, the following activities are planned:

e Capacity building through training and expansion of the role of the Police Academy;
e Improvement of structures, especially in the intelligence services;

¢ Investments to upgrade technology;

e Expansion of collaboration with international partners against organized crime;

e Legal and procedural changes to the Penal Code and incorporation of international
agreements and treaties in the penal field; and

e Improvement of crime statistics and dissemination of information to the pubilic.

Medium-term objectives and measures for 2004-2007 in the area of public order are
presented in greater detail in the annexes of this document, and in the MTEF of the Ministry
of Public Order.

Public Administration

The main objective behind public administration reform is the establishment of a professional
and sustainable civil service, mainly in two directions:

e Stability and job security for civil servants; and
o Staff professionalism to meet the challenges of reforms.

The implementation of the Law “On the status of the civil servant” has been one of the
prerequisites for the success of public administration reform. Currently there are 1296 civil
servants in the institutions of central administration, and 705 employees have been confirmed
in their positions.

After three years of implementing the civil service legislation, competitive hiring procedures
are now routinely used in public administration institutions. Recruitment by competitive means
is being extended to include other so-called independent institutions of public administration.
During 2003, there have been 277 new appointments in central public administration
institutions.

Compared to previous years there is an increasing number of competitions and improvements
in implementation procedures. There are fewer complaints on procedures, fewer cancellations
by the Civil Service Commission and growing applications for posts. The number of
candidates per post has increased from 5.4 in 2001, to 7 in 2002 and 8 in 2003.

However, there are still problems with civil service recruitment, and these need to be given
priority. Voluntary turnover is still high, despite the fact that public sector employment is
competitive vis-a-vis private sector employment. 76 employees resigned from the civil service
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in 2003. This accounts for 4.5% of the total number of civil servants in the institutions of
central administration.

The number of transfers increased by 56% compared to 2002. This increase corroborates the
fact that there is now a fully-fledged career system for civil servants, and increased
awareness of the rights established in the law on career development. As regards promotion,
the procedures are still hardly being used largely because the necessary number of
candidates is lacking.

During 2003, 441 civil servants were confirmed. This fact is related to the successful
implementation of the law on the civil service. However, there are still several employees that
should pass through the confirmation process and this is one of the priorities for 2004.

Improving the system of performance evaluation has been the focus of attention in 2003. To
this end, direct supervisors have been trained, in addition to the employees of the human
resources departments, in civil servants evaluation processes. As a result of this work, there
is a fall by 17% of 1-evaluation points (maximal rating) and an increase by 17% of 2-
evaluation points compared to 2002. There have been no major changes for the remaining
two evaluation ratings.

Increasing professional skills in public administration is yet another important direction for the
implementation of reform. The Institute of Training of Public Administration (ITAP) is
functioning regularly and is organizing and providing training for public administration
employees. In the course of 2003, ITAP has provided training to 1167 civil servants on 14
subject courses, and has organized 72 training courses.

The extension and enhancement of pay reforms in public institutions during 2003 has
contributed significantly to the stability of the administration, increasing opportunities for
improving the quality of staff hired, and ensuring increased motivation. Introducing some
promotional salary elements was also a positive measure.

Another important improvement directly related to the implementation of the status of the civil
servants was the clearer definition of the role of the Secretary General. This legislative
intervention approved by the Government was introduced to further strengthen the position of
the SG in the line ministries, as the connecting position between the political level and the civil
service, and to unify and clarify the duties entailed in this position.

The new Law “On the rules of ethics in public administration” was approved in 2003 and
helped bridge the gap in this area. The Law was drafted in compliance with the standard code
of conduct for civil servants approved upon the recommendation of the Committee of
Ministers of the Council of Europe. Work began to familiarize civil servants with the new rules
and norms, and to establish special oversight structures for the implementation of the law.

A series of other measures were taken in 2003 to expand the scope of civil service principles
to other parts of the public administration. Three laws extended the new civil service
legislation to employees of the Public Procurement Agency, the Official Publications Center
and the Tax Administration, thus meeting one of the conditions of the World Bank, the
European Union and the International Monetary Fund.

Continuing with the reform in the public administration will be a priority among the institutional
reforms, and a crosscutting issue for all Albanian state institutions. The main directions of the
Department of Public Administration for enhancing the public administration reform for the
medium-term from 2004-2007 include:

¢ Expanding the scope of civil service legislation, which is related to improvements in
the Law “On the status of the civil servant”;

¢ Finalizing the classification for specialists and heads of sectors for two categories of
institutions: the independent ones and those reporting to the Council of Ministers.
This is expected to ensure fair remuneration based on merit and achievements to
increase staff motivation;

e Operationalizing the National Registry of Public Administration. This will
institutionalize the obligation of all institutions involved to improve the management of
administrative data;
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e Training of civil servants. This measure will strengthen the capacities of civil servants.
The Institute of Training of Public Administration (ITAP) is directly responsible and
organizes regularly training courses in cooperation with line ministries;

e Implementing the functional and structural reform. This is related to the functional
review of ministries and their reporting institutions in order to re-formulate their
missions and their structural organization; and

e Establishing a central computerized unit in public administration, which would create
a network for the fast exchange of information and improve the management of
documentation for government meetings.

2. Decentralization

The implementation of the decentralization reform and the empowering of local governments
has been one of the key priorities, directly linked with the objectives of the NSSED. The
implementation of this reform in the course of 2003 has included clear and determined steps,
while necessary adjustments were made along the way.

Concrete actions were taken in 2003 to transfer functions to municipalities and communes. A
program was initiated for water companies to transfer water supply and sewage functions.
The program envisages the gradual transfer of ownership according to the degree of difficulty,
subject to the settlement of pending financial arrears and the financial support for key
investments. The process is carried out in cooperation with local government.

During 2003 there has been ongoing analytical work and dialogue with all the stakeholders on
the decentralization of the education, social care and social assistance functions in order to
ensure the harmonization of reforms in these sectors, with a potential role for local
government units. A pilot project with the Tirana municipality for the transfer of investment
and other functions began to be implemented in 2004. In the area of social assistance
(ndihme ekonomike) and social care, some pilot municipalities and communes are engaging
in a program for the enhancement of local government competencies with regard to the use of
social assistance funds for the poor households. These funds are going to be used by the
municipalities and communes for the same purpose, but mainly through community works.
The experience thus far will help scale-up the decentralization effort.

With regard to delegated functions, priority was accorded to the legal regulation, restructuring
and modernization of the civil status registry office. As for the emergency service function,
2003 saw the establishment and strengthening of the system in all its aspects. The
Department of Planning and Coordination of Civil Emergencies focused on keeping the
situation of emergencies under control in the entire country, establishing and strengthening
structures, putting the process of planning on the right track to deal with civil emergencies and
ensuring close cooperation with national and international agencies.

The fiscal allocations in 2003 together with adjustments in the formula of unconditional
transfers were important steps for the decentralization process. The results of the local
government units during 2003 are very encouraging. At the national level, local government
expenditure is financed by more than 58% from taxes, fees and other local government
financial sources, compared to the original target of 56%. In the big and medium-size
municipalities of the country this ratio ranges between 70% and 90%. There has been
satisfactory progress in the collection of two taxes on small business. Despite the fact that this
was an election year, the agricultural land tax was introduced in more than 70 communes,
while a lot more are preparing to apply this tax during 2004. Also, positive results were noted
in the enforcement of the tax on buildings, which is now applied in almost all municipalities of
the country.

The gradual transfer of some immovable properties directly related to the local government
units’ own functions has been initiated and is expected to expand further during 2004.

Local government units are increasingly responding to the need to enhance their governance
and administrative capacities, while they have been offered increasing opportunities for
training and assistance. An institute for training has been recently launched jointly with the
local authorities under the joint ownership of the government and local government
associations.
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The positive effects of the decentralization reform are notable in a large number of
municipalities and communes in the country. Based on this progress, the decentralization
reform will continue in line with the program of measures with cautious but determined steps.

A comprehensive study of the economic, geographical and historical territorial division of the
communes was completed in 2003 and some objective criteria were proposed for possible
mergers. The study contributed to the preparation of a preliminary draft-law, which enables
the launch of a constructive dialogue leading to a voluntary process of mergers between
communes. This process will be finalized in 2005 following an analytical, participatory and
consensual process, which will optimize this division and will create the conditions for a more
efficient local government in response to economic and demographic trends.

During 2003 four regional councils prepared their regional development strategies and eight
additional regions embarked in the process. Studies have been conducted and legal
documents are being developed to clarify the functions of regional councils as a secondary
tier of local government.

By the end of the medium-term period in 2007 it is envisaged that local autonomy should be
as close as possible to the vision established in the Constitution, the Decentralization
Strategy and the European Charter of Local Government Autonomy. The complete transfer of
asset ownership will have been finalized, as will the transfer of all fiscal and financial
functions. There will be a clear definition of the shared functions in education, social care and
civil protection and the role of local government. The fiscal decentralization reform will have
been enhanced in the direction of increasing the weight of local government revenues and
adjusting the package of local taxes and fees. There will be a formula for the amount of
unconditional transfers relative to the revenues of the state budget, and increased
transparency and equity in the territorial distribution of investments and development
expenditures of the state budget in close cooperation with the local government.

3. Anti-Corruption

Preventing and fighting corruption is one of the priorities of the Government of Albania, as it
attempts to curb its undermining effects on public trust in the political and judicial system, in
the state of economic and social development, in foreign investment and in the process of
European integration. To this end, a series of measures were launched in 2003 and priorities
were set for 2004.

Until today, the anti-corruption strategy has focused in improving the legal structures,
amending gaps in the necessary legal framework, and defining roles and responsibilities. In
the future, the strategy will focus more on enforcing structures and principles, and particularly
in ensuring a broad participation of the civil society.

In order to have an effective strategy, with a clear, comprehensive and coherent vision,
aiming at offering sustainable approaches, it will need to encompass: effective strengthening
of legislation, cutting down on systemic opportunities for corruption, raising awareness and
educating the public on corruption and convincing the public to participate actively in this fight.

For the above mentioned reasons the structure of the action plan for preventing and fighting
corruption for 2003-2004 has been revised to include specific anti-corruption measures in
three areas: (i) strengthening the rule of law; (ii) prevention; and (iii) public education and
participation.

On each of these pillars of the anti-corruption strategy priority areas and relevant measures
are also envisaged in detail. The responsible institutions and their partners have also been
determined in order to ensure timely implementation. Potential measures and risks have been
identified and concrete indicators are used for monitoring implementation and reporting.

The plan but also the Decision of the Council of Ministers no. 580 of 08/21/2003 places the
Office of the Minister of State in the Prime Minister’s Office and the Anti-Corruption Monitoring
Group in charge of monitoring, coordinating and reporting on the implementation of the action
plan.

Among the key measures and results achieved in 2003, we can single out:
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Strengthening the structures: In the course of 2003 a series of measures were taken to
strengthen the executive structures of the anti-corruption drive, such as the establishment of
the Anti-Corruption Monitoring Group and the functioning of the Anti-Corruption Unit. To
enhance transparency and to strengthen inter-institutional cooperation on information
exchange and dissemination to the public, a Tri-Partite Commission was established. This
structure was established with the proposal of the Minister of State in the Prime Minister’s
Office based on the Memorandum of Understanding signed on July 15, 2003 by the Albanian
Coalition Against Corruption, which is now fully functioning.

Institutional relations between the Anti-Corruption Unit and ministries, other special units of
internal control, the general department of financial control in the Ministry of Finance and the
Supreme State Audit have been strengthened and improved. The anti-corruption structures
will be further strengthened in 2004 with the participation of new important partners.

Legal reform: The improvement of the legal framework continued in 2003 with the approval
of laws in different areas. Some measures were carried out in the context of the Action Plan
for Preventing and Fighting Corruption, 2002-2003. Among them, we could single out the law
on "Internal auditing in the public sector”; the amendment to the criminal code on issues
related to corruption; the declaration and control of assets of senior public officials; the rules
of ethics in public administration; some changes and amendments to the law on prevention of
money laundering; some improvements to the law and rules on public procurement etc.

Studies and activities: In addition to its routine activities in monitoring the Anti-Corruption
Action Plan, the Anti-Corruption Unit has undertaken studies aimed at increasing the
preventive effect in public administration institutions. Among the most important studies and
activities for 2003 were:

(i) a comprehensive study of micro-systems “For the simplification of public services in central
administration”. Based on the recommendations of this study, the Order of the Prime Minister
no. 73 of 03/15/2004 “On the establishment of an Inter-Ministerial Working Group for the
simplification and standardization of procedures and criteria for public services offered by
central administration institutions” was approved. Legal and regulatory improvements of the
institutions involved in the process will be evaluated and finalized by the working group during
the second semester of 2004;

(ii) a study on the revision of legislation from the view point of the conflict of interests. The
process of establishing a work group with the order of the Prime Minister for drafting the
provisions for institutional improvements will start in 2004; and

(i) a study on the financing of political parties and the electoral campaigns. The
recommendations of the study will serve as reference for the working group that will come up
with proposals for interventions in the legal framework that will take place in 2004.

Directions for 2004: The Anti-corruption Monitoring Group has planned several projects and
activities for 2004. Among the most important are: (i) strengthening the specialized anti-
corruption structures and improving their coordination and cooperation; (ii) completing the
legal framework and strengthening its monitoring to prevent conflicts of interest; (iii)
completing the legal framework for transparency in the financing of political parties before the
elections of 2005; (iv) expanding the application of the anti-corruption plan to local
government; and (v) simplifying procedures and criteria for public services delivered by the
central administration.

4. Negotiations with the EU

There was a clear improvement in the relations between Albania and the EU in 2003, which
was reflected in the official opening of negotiations for the Stabilization and Association
Agreement (SAA). There were seven rounds of negotiations in 2003, of which three rounds
were political and four were technical. Already 71 out of 135 Articles included in the draft SAA
are being negotiated (9 will be negotiated in the coming rounds), as are 6 annexes and 4
protocols. According to the agenda of the negotiations it is expected that all SAA Articles will
be finalized in 2004.

The decision to open negotiations with the EU was accompanied by a decision to monitor the
process of reforms in Albania through the establishment of a joint consultative working group.
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The Albanian side accepted this decision. This was in place prior to and after the opening of
the negotiations, which is particular for the case of Albania.

The key financial instrument in support of the SAA is the CARDS program. Two financial
agreements were signed within this framework in 2003 totaling €78 million. The development
of the €58.5 million 2004 CARDS program is underway.

In the context of refining legislation in 2003, the role, functions and competencies of the
bodies and institutions that are part of this process were determined. Also, the necessary
amendments to Law no. 9000, 01/30/2003 “On the organization and functioning of the Council
of Ministers” and the Council of Ministers Decision no. 584, 08/28/2003 “On the approval of
the regulation of the Council of Ministers” were made. The White Book of the EU (the
strategic instrument for countries aspiring for EU membership) has been translated into
Albanian and has been made available to all the institutions involved in this process.
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PRIVATE AND FINANCIAL SECTOR DEVELOPMENT REFORMS

The progress made with regard to key objectives and public priority measures in the context
of the NSSED in 2003 is specified in what follows.

5. Market Institutionalization and Formalization

Key measures in the course of the implementation of the above mentioned objective included:

Further improvement of the legislation in the area of competition. In this context, the
Law “On protection of economic competition” (“Anti-Monopoly”’) was drafted and has
been approved. This envisages the establishment of an agency for the protection of
economic competition, as the institution in charge of the enforcement of legislation,
and a commission of competition, as the decision-making body;

Institutionalization of the relations between the competition authority and the
regulatory entities. This will put the relation on a legal basis and will improve the work
of competition advocacy;

Formulation and approval of the law for consumer protection, which provides for
public structures of market supervision that will be strengthened in the course of the
coming year;

Beginning of the work for the computerization of the customs system, starting with the
GDC and then moving on to the customs offices in the districts; and

Expanding the composition of the Independent Tax Appeals Commission to include
two representatives of the business community, in line with the implementation of the
law on tax procedures.

6. Promoting Enterprise

Actions to this end for 2003 included:

Preparation of the study “On removal of administrative barriers to business - an
integral part of the development strategy” by FIAS, IFC, and the World Bank group;

Facilitation of procedures for business entry, including: strengthening and enhancing
the efficiency of the Business Consultative Council on the re-organization and
improvement of its operations; finding mechanisms and developing projects in line
with fine-tuning the government-business community dialogue; and removal of the
requirement for licensing in the non-agricultural sector;

Continuation of the evaluation of the Trade and Transports Facilitation project with
the World Bank ($11.2 million);

Improved access to information for businesses via announcements in the media, the
Internet pages of the tax authorities and the establishment of the Official Publications
Center. The tax and customs administrations published instructions with regard to
procedures;

Installation of special telephone lines (poll lines) for the registration of complaints in
some institutions; and

Implementation of the new bankruptcy law

7. SME Development

In line with creating a positive climate for the development of business and in order to open
the way for SMEs, the following measures were taken in 2003:
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e Establishment and strengthening of the Department of Policies and Business
Development in the Ministry of Economy;

e Establishment and initial operations of the SME Development Agency;

¢ Development of a scheme for credit guarantees for SMEs and approval of a concept
document for the establishment of the SME Credit Guarantee Fund in the context of a
grant by the Italian Government;

e Implementation of a project with the European Training Foundation (ETF) to improve
the regulatory framework for SME development, improve the credit system for SMEs,
introduce an operational information system, study the impact of SMEs on economic
growth, publish a “Guide to Investments® and improve the operational management
and institutional strengthening of SMEs;

e Implementation of a USAID “Program for assistance and credits for the small
business” worth $6 million; and

e Adoption of the European Charter for SMEs in the context of the SAA and publication
of the national report on SMEs in Albania (in cooperation with the EU).

The implementation of the law on SMEs led to their classification from the statistical
viewpoint. An important objective would be the implementation of this classification from the
fiscal perspective as well. During 2003 important progress has been made to improve the
links of the banking system with business. Credit to business has continued to grow.

8. Foreign Direct Investment
The foreign investment climate has kept improving in two directions:

e There is increased security of investors countrywide as a result of strengthening the
security and public order measures;

¢ Investments in infrastructure projects, especially roads.
Main areas of the government’s work for promoting FDI in 2003 included:

e Establishment of a legal and regulatory framework for promotion of foreign
investments;

e Launching of the FDI Promotion Agency;

e Reduction of foreign investment risk;

¢ Improvement of the image of Albania as a country with potential for investments;
e Establishment of a credible independent appeals institution for taxpayers;

e Launching of the national entity of free zones;

e Improvement of physical (energy, transports, telecommunications) and social
infrastructure (education, training and management) related to investment;

¢ Publication of the “Guide to Foreign Investments in Albania”; and

e Study by the government in cooperation with FIAS on administrative barriers to
investment, which will serve as a base for reducing these barriers.

The amount of foreign direct investment was approximately $178 million in 2003.

9. Trade Liberalization and Export Promotion

The development of exports is considered as a key factor for the improvement of the macro-
economic indicators. In this context, the government has established several public priority
measures as follows:

e Approval of the law for the establishment of the Export Promotion Agency, which was
followed by the approval of the full legal package for its operation. The executive
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director was selected by competition, and the same method was used for the
selection of the staff of the agency, which is now fully operational;

o Establishment of the network of public and private agents involved in the operation of
the agency (regional development agencies, business associations, training and
research centers, consultative firms etc.);

¢ Introduction of appropriate schemes for exports guarantees;

o Establishment of an efficient system of marketing information;

e Improving the basic legal and administrative conditions;

e Promoting the potential of Albanian exports in the regional and international markets;

In the course of 2002 technical negotiations were completed for six Free Trade Agreements
(FTA). In 2003, the agreements were ratified by Parliament and the implementation of four of
these agreements began. The positive effects of the FTA with the FYR of Macedonia are
visible, as new products have been added to the traditional list of exports, such as fruit juices,
sparkling water etc.

Exports in the first 9 months of 2003 increased by 38.2% vis-a-vis the same period of 2002.
The export structure is dominated by fagon exports (78.3%), while local exported products
included medicinal plants, tobacco, leather, timber and different minerals and metals. The
ratio of the fagon exports relative to local product exports has changed during 2003.

10.Financial Sector Development

In the context of banking system restructuring, the following important developments
took place in the course of 2003:

e Entry of a new bank, preliminary approval of another one (both operate with
local capital) and the privatization of the Savings Bank. After a couple of
unsuccessful efforts last December, 100% of the Savings Bank was sold to
the strategic investor, Raiffeisen Bank. During 2003, the banking system
expanded further in terms of the volume of transactions and geographical
coverage. There are currently fifteen banks. However, given that the
Savings Bank has a dominant position in the market with 60% of the bank
deposits and 80% of the treasury bills market, competition is still limited;

= Banks continue to expand their activities through new branches or agencies
in different cities. Several banks are investing in electronic means of
payment. During 2003, 12 new ATM facilities were installed in Tirana and
other cities. However, the main payment instruments continue to be the
traditional ones: payment orders and cheques.

Other developments in the financial market in 2003 included the following:

e The Tirana Stock Exchange, which is no longer part of the Bank of Albania, received
the final license to operate in the local capital market.

e The insurance market has expanded further both in terms of new services and in
terms of regional expansion. Meanwhile, progress is being made with regard to the
privatization of the state-owned insurance company, INSIG, which after successfully
operating in Kosovo now has a license to conduct activities in the FYR of Macedonia.

e Progress has been made in strengthening the Deposits Insurance Agency. The
periodic publication of data on the banking system has extended to the financial non-
bank subjects of the Bank of Albania;

e Further work was carried out to transfer and consolidate the pensions function from
the Savings Bank to Albaposta. Also, efforts have been made to transfer the bank’s
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fiscal functions towards other institutions, reduce the number of staff combined with
improved quality of the staff, and further consolidate its offices in rural areas to
ensure access to basic banking services;

e The Bank of Albania has simplified its requirements for approving the expansion of
branch networks within Albania. In all cases, expansion is now approved solely on the
grounds of sound financial situation.

By the end of 2003, credit accounted for 13.5% of all assets, thus reflecting an increase of 2.1
percentage points compared to a year ago. The fall in the investment share of treasury bills
and in inter-banking transactions in addition to the expansion of lending activity reflects the
improvement in the structure of the system. Except for the Savings Bank, lending is
calculated at 27.9% of the assets of the remaining part of the system. The indicator of credit
quality has improved, reaching 4.6% down from 5.6%, which was the figure one year ago.

The financial situation of the banking system in the end of 2003 is satisfactory. Public trust
has increased along with the increase in the domestic and international deposits. As a result
of the expansion of the network of bank branches, the upgrading of technology and the
increased flows of information, there is an increase in the administrative expenditures.
Expenditures on provisions fell by Lek 155 million; this reflects improvements in loan quality.

2004-2007 MTEF for the development of the financial sector

In the medium-term period up to 2007, the support for the development of the financial sector
will continue on the basis of the adopted priority directions and instruments. These are:
strengthening market institutions, increasing the leverage of financial support through
financial sector development, increasing the degree of information and modernization,
improving public services to businesses, and pursuing the policy of economic opening. The
policies and measures will continue to be implemented with increasing engagement of the
business community.

To meet this objective, in the medium-term, the banking sector has to further strengthen its
structures, including banking oversight, and play a more central role in the economic
development of the country. The recent privatization of the Savings Bank is expected to have
a positive impact. There have been several efforts to reduce cash transactions and promote
the use of the banking system. Meanwhile, the Tirana Stock Exchange should strengthen its
role as a secondary market for treasury bills, government bonds, and the registration and
trading of stocks and bonds of local companies.
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INFRASTRUCTURE DEVELOPMENT

11.Energy and industry
Power

With the support of the Government of Albania, the power sector has established, developed
and consolidated the necessary structures to support its development in compliance with the
organization of the internal and regional energy market. In this context, short- to long-term
policies were prepared for the development and restructuring of this sector until 2015, in line
with the EU standards and an open competitive market.

2003 was a successful year with regard to the formulation and implementation of these
policies, as well as in relation to the implementation of the action plan for 2002-2003. Among
the main achievements for 2003 are the formulation and approval of the National Energy
Strategy, which defines the concrete steps for the sector until 2015, and the approval of Law
no. 9072 of 05/22/2003 “On the power sector”.

Power generation for 2003 witnessed an increase from 3100GWh to 4700GWh, and
consequently imports of energy were reduced from the planned 2500GWh to 1000GWh. Loss
and collection indicators in the network in general have improved substantially over the years,
as summarized in the table below.

Table 3.3: Power sector indicators

2000 2001 2002 2003
Losses 43.4% 38.1% 35.3% 38.1%
Collections 61.6% 84.5% 89.9% 92.2%

Source: INSTAT- 2004

In line with meeting the objectives foreseen for this sector, priority measures taken in the
course of 2003 were as follows:

Establishment of a financially and technically powerful energy industry

In line with the functioning of the necessary structures for an open and competitive energy
market a comprehensive study on all related issues for the country until 2015 was conducted
together with the expansion plan for the electrical power system (LCEP). In this context,
KESH was divided according to sectors, and the Transmission Systems Operator was
established, which will be fully operational by June 2004. In the mean time, preparations for a
detailed plan of actions for full cost recovery and rationalization of distribution fees until mid
2005 have been finalized.

Strengthening the importing, transmission and distribution capacities

In the course of 2003, several agreements for the interconnection of the Albanian with the
regional power system were signed. The agreements to finance the National Dispatch Center,
the construction of the 400 kV lines for Elbasan — Tirana and Elbasan — Podgorice, and the
study for the construction of the 400 kV line Tirana — Prizen may be mentioned as examples.

Establishment of effective and transparent legal and regulatory framework

In the context of the legal framework reform and its adjustment to the EU requirements, a
series of legal and acts were concluded, such as: the law on the energy sector, which defines
the activities of the Energy Regulatory Entity, which replaces the role the Government played
over the energy sector; the Decision “On prices and fees for retail selling of electricity for
2004”; the Decision “On protection of vulnerable population from increases in the price of
electricity”, etc. Also, the Law “On creating facilitating conditions for the construction of new
facilities for the generation of electricity” is finalized and has been approved.
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Increasing generation capacities and strengthening existing ones

Among the main investments carried out in 2003 was the finalization of the “March 2000”
project, which strengthened five and constructed one new sub-station. Work is ongoing for the
rehabilitation of hydropower stations in the Drin and the Mat. The installation of meters was
initiated in 2003 and financing was secured to generalize their use and to finalize the
contracts for their procurement. There is a project underway for the construction of a new
thermal power station in Vlora, and all the necessary permits have been obtained.
Negotiations have begun with different international financial organizations. The decision was
taken to launch the construction of the Sasaj hydropower station with BOO concession and
negotiate the signing of the concession agreement with Wonder Company.

Reforms for the medium-term 2004-2007

The objectives consist of: (i) establishment of a technically and financially sound sector
through improved management of the system and resources, and improved service for
clients; (ii) improvement of the legal and regulatory framework (including the Transmission
and Distribution Codes) and support to the energy regulatory entity; (iii) strengthening the
TSO and restructuring of KESH; (iv) preparation of the process of privatization of generation
and distribution and attraction of private investments in the sector; (v) participation in the
regional and European energy markets. A number of public programs for redressing the
situation in this sector have already been prepared and some of them are being implemented.
According to the program, it is envisaged that the reduction of losses in the network could
reach up to 30% by 2006, while as a result of improvements in collection their level will reach
96% out of 92.2%, which was the figure for 2003. Priority will be given to the installation of
meters within 2004 because this is perceived as an important factor for reducing the
excessive consumption of energy and establishing a fair relationship with the consumers.

Hydrocarbons

Currently, the hydrocarbons market is fully liberalized, from the point of research to the point
selling oil and LPG by-products.

As a result of the restructuring of the oil companies and the implementation of the
hydrocarbons agreement for the Patos-Marinza area the production of oil and gas increased
by approximately 10% in 2003. The production is further expected to increase from 398 to
430 thousand tons in 2004.

In recent years, 19 hydrocarbons agreements have been signed, as a priority action to attract
foreign investment. Foreign companies have so far invested approximately $350 million in oil
research.

Another important achievement for the hydrocarbons market was the legislation on licensing
for the processing, transporting and trading of oil, gas and their by-products, thus creating a
very diverse and at the same time competitive environment.

Mining
In the course of 2003, the mining sector supplied utilization and research permits to 379
companies in accordance with the law on mining.

Chromium: Approximately 30 mines have been closed down and their assets are in the
process of being privatized. 7 mine facilities have been given on concession (3 mines, 2
ferrochromium factories, 1 enrichment factory and 1 selection facility). 110 mine utilization
permits have been issued to 44 applicants. Approximately 70 mine galleries together with
their assets have been leased.

Copper: 48 facilities have been closed down and are in the process of privatization, while 2
mines were privatized. 3 facilities have been given on concession: a copper factory in Rubik,
a mine, and an enrichment factory (BER-ALB);

Iron and nickel: 13 mine facilities have been closed down and are undergoing the process of
privatization of assets.
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Coal: 35 mine facilities have been closed down and are in the process of privatization, 6
utilization permits have been issued and their assets have been rented.

Since 1995, 140 mines and sectors have been closed down and are in the process of
privatization.

Manufacturing

A study was carried out in 2003 to look into the possibility of establishing industrial parks. The
study looked into the possibilities for the former industrial regions in the country to define
ways for their development. A study was carried out in the Elbasan metallurgical plant in order
to determine the free spaces to set up the industrial park. In cooperation with other
institutions, the existing infrastructure was assessed and a preliminary design was done for
the establishment of this park.

In the framework of eliminating administrative barriers, Decision 1n0.398 of
06/13/2003 of the Council of Ministers abolished the process of licensing for subjects
that invest and operate in the non-food industry area.

The industrial sectors that performed best in 2003 were metallurgy, leather and shoes, and
timber. Industrial production grew by 9% compared to 2002, accompanied by a 4% increase
of the labor force.

12.Transport and Telecommunications

Expanding and enhancing the transport infrastructure has been a priority objective. To this
end, the following measures were taken in 2003:

e Important public investments with support from the budget and international partners
have been carried out to improve road infrastructure, including: (i) rehabilitation and
expansion of the east-west (166 km) and north-south (105 km) corridors and of
sections that connect them with regional networks and other nationally important
roads; and (ii) rehabilitation of tourism, cross-border and regional, urban and rural
roads in agreement with economic and demographic trends, as well as the objective
of increasing road access to the poorest areas of the country.

e Spending on maintaining the roads network and improving the traffic lights system
has increased. The first stage for the implementation of a project to gradually transfer
the maintenance of road networks to contractors (privatization) has already began
and the first ten contracts were signed. The transfer rural and urban road
maintenance responsibility to the local government and the award of maintenance
contracts are expected to yield positive effects to this end.

¢ Investments have been carried out to increase the processing capacities in the ports
of Durres, Vlora, Shengjin and Saranda. Rinas airport now has a higher processing
capacity and the tender for the management contract was completed. In the context
of a World Bank project, work began on the commercialization of the Durres Port
Authority via the establishment of an autonomous port authority, the privatization of
operations, improvements of customs procedures, and safety operations. An
Albanian Maritime Authority is now in place. The first phase of a project to modernize
air traffic is also completed.

Rapid progress has been witnessed in telecommunications, including fixed line telephony,
mobile communication, internet access providers etc. In addition to Albtelecom, licenses have
been issued to 45 telephony operators in rural areas, with a growing number of users. The
market expanded in 2003, especially in the area of mobile communication. There were
996,288 mobile phone users in June 2003 up from about 800,000 at the end of 2002. In the
context of the privatization process, Albtelecom was restructured in two stages and as a result
no longer has exclusive rights for fixed telephone services for urban and international calls.
There were 222,000 Albtelecom clients in June 2003. There are already approximately 30
telephone operators in rural areas with approximately 20,000 users. The total number of fixed
telephone lines is therefore 242,000. Access to a fixed telephone is therefore 7.8% of the total
population. The postal service is also undergoing reforms.
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The main medium-term objective for 2004-2007 in the development of transport and
telecommunications is the establishment of a modern infrastructure network that will lower the
cost of economic transactions and alleviate poverty, especially in rural areas. To this end,
some of the measures are: (i) preparation of a transport master plan by sub-sector; (ii)
rehabilitation of the road network and improvement of the system of maintenance; (iii)
commercialization of services in all infrastructure sectors (roads, maritime, railways, and air)
and improvements in the regulatory and institutional framework. Air transport projects will
continue and private investors will be sought for these projects. Further liberalizing the
telecommunications sector, privatizing Albtelecom, and expanding the network to rural areas
will be important directions for the development of the private sector, along with supportive
and promoting government actions.

13.Water Supply

The water supply sector has gone through major problems of capacity, coverage, access,
quality, as well as financial and management problems in recent years. To this end, priority
measures have focused on: (i) improving water infrastructure through public and foreign
investment; (ii) improving management and the financial situation of water companies; (iii)
implementing reforms in the water infrastructure through different methods of involving private
operators, such as through concessions, management contracts etc.; and (iv) implementing
the decentralization reform, which transferred the water and sewage companies under the
administration of local governments.

As a result of considerable investments, there was an increase in the water supply of the
population by 4-5 hours per day on average during 2003. On average this means a water
supply of approximately 11 hours per day. Meanwhile, the number of clients reached 11,000
in 2003. There has been an increase in the number of concession contracts (Durres, Lezha,
Fier, Saranda, Kavaja, Elbasan, Berat, Kucova and Vlora). In the context of the
decentralization of the water supply service, the inventory of assets for all water and sewage
companies has been completed and the first group of 12 joint stock companies has been
prepared for transfer to local government authorities in 2004.

Public measures in recent years demonstrate the positive impact of increased efficiency in
water supply. The reform will continue the medium-term to strengthen discipline, privatization
and decentralization, and carry out major public investments. Similarly, the decentralization
reform, the concessions and other forms of private sector participation, the refinement of price
policies reflecting the costs of interventions in the networks, and the improvement of the
quality of service to the population will also continue. Work is underway to raise community
awareness and foster the participation of the private sector. Completing the projects currently
under implementation, together with a range of proposed measures is expected to have
positive effects on improving the quality of service provision.
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HUMAN RESOURCES DEVELOPMENT

14.Education

The provision of education services has taken center-stage in the context of national social
and economic development, not only because of education’s special role in increasing
opportunities for the poor and inducing growth, but also because of the deterioration of
education indicators during the last ten years and the slow progress of reform. In order to
redress the situation, several interventions led to the following main achievements in 2003: (i)
the Ministry of Education and Sciences (MoES) is now operating according to a new charter,
and reporting institutions have been restructured to increase administrative effectiveness; (ii)
strategic objectives until 2013 were formulated; (iii) the system was directed in the road to a
deep and substantial reform based on strategic objectives; (iv) new curriculum frameworks for
pre-university education were prepared; (v) the new structure of the Budget Division was
finalized according to analyses of demand and potential; (vi) a new scheme for the distribution
and sale of pre-university education textbooks was implemented; (vii) financial autonomy was
promoted at different levels.

Graph 3.1: Education sector expenditure
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In the context of increasing the effectiveness of public management: (i) the reform of MoES
and of reporting institutions with respect to content, structure and organization was finalized
and a Council of MOoES was established as a consultative body; (ii) the transfer of
responsibilities of the ISP to two quasi independent institutions, namely the Institute of
Curricula and Standards, and the Center for Education Training and Qualification, was
finalized; (iii) district education departments were replaced by Regional Education
Departments, and the process for the establishment of Education Offices in the districts is
underway; (iv) work is underway for the establishment of a national preparatory system,
training and qualification of education system experts.

In the context of reforming the system and the content of education:

e The draft of the Strategy for the Development of the Pre-University Education System
2003-2013 was completed. This strategy envisages changes in the education
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structure and attempts to harmonize this strategy with the objectives of the
“Education for All” initiative. The revised document of the Strategy for the
Development of the Pre-University Education System will be forwarded to the Council
of Ministers within the first half of 2004;

e Training programs for the senior staff at the central, local and school levels were
drafted in order to strengthen their qualifications. Staff at the central and regional
levels have started their training;

e The new curriculum framework of pre-university education, which aims to develop the
necessary skills to face the challenges brought about by the gradual integration of the
Albanian with the regional and European education systems, has been introduced;

e The main lines of the new curriculum framework as well as the implementation
platform that would enable its launch by the academic year 2004-05 were drafted;

In the context of policies to extend compulsory education to eight years and expand
vocational training and its adjustment to market needs, the following steps were taken:

e Universal enrolment of the school-age population in compulsory education was
achieved. The overall participation during academic year 2002-03 was approximately
98%, while the dropout rate fell to 2% (compared to 3.2% in 1996—97, 2.8% in 1999—
2000 and 2.4% in 2000- 01);

e 170 new laboratories have been established and 20 new specializations have been
introduced in vocational schools in 19 districts;

e The transfer rate from compulsory to secondary education increased to 71% up from
66% last year and 63% in 2000. This represents an absolute increase of 7700
students of which 1734 went to vocational schools;

e For the first time, free textbooks were supplied to students in compulsory education;

¢ Nationwide support was achieved for the “Education for All” project and an
implementation draft was completed;

Education expenditure has been increasing. Education expenditure was 2.85% of the GDP in
2003 and is expected to increase to 3.14% in 2004. This level is still low compared to other
countries in the region at similar levels of development, where this level is on average about
4.8% of the GDP. In 2003, 42 new schools were constructed and 176 schools were
reconstructed with public budget funds. Another 272 schools were furnished and equipped.
Besides, 7 new schools were constructed and 56 schools were reconstructed with donor
funds in 28 districts. In the context of improving working conditions, the Decision of the
Council of Ministers to increase the salaries of employees by 8% was put in force during the
previous academic year.

The priority action plan will intensify the reforms throughout the system in order to achieve the
set targets. The reorganization of the education system will proceed towards decentralization.
This step intends to establish a distinct role for local government and promote the autonomy
of schools, while the MoES will strengthen its leadership, coordinating and monitoring role.
Ongoing programs to increase access of poor children to education, to improve teaching
conditions, to increase the skills and motivation of staff, and to increase participation in
secondary education will continue as will projects to increase the number of vocational
schools. There will be moves to rationalize the expansion of the education system. Reforms
will be introduced in the university system to increase autonomy and the quality of teaching in
order to comply with the long-term national developments targets. The Bologna process and
its directions constitute the basis of university education reforms.

For the mid-term period 2004-2007 the objectives of the MoES are the following:
e Extend compulsory education from 8 to 9 years;
e Further decentralize the compulsory education system;
¢ Optimize the size of existing vocational schools;

e Complete the legal framework of the education sector;
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e Set education standards to increase effectiveness and develop sound curricula;
e Establish a nationwide compulsory and inclusive education system;
¢ Introduce interactive teaching methods;

o Establish professional capacities aiming to increase of the education quality.

15.Health

One of the health sector priorities is to reduce infant illnesses and mortality. Infant mortality in
Albania has decreased from 41.5 per 1000 live births in 1990 to 16.8 per 1000 live births in
2003, but this is still far from European levels.

In the northeastern districts of Albania, such as Diber, Kukes, Tropoje, and Puke this mortality
figure is twice as high as the national average. The Ministry of Health has drafted specific
programs for the continuous monitoring of infant mortality levels. These programs include: the
unification of treatment protocols; training for all physicians who have been working for five
years after completing their specialization; training for staff that works in children advisory
centers (known as Well Visit Clinics); continuous monitoring of the Law “On the promotion
and protection of breast feeding”; the reduction of different kinds of malnutrition among
children up to 5 years old; the fight against iodine deficiency disorders in children up to 6
years old, etc.

Reducing infant mortality to 10 per 1000 live births by 2015 is one of the challenges for the
health sector in the framework of the Millennium Development Goals. The introduction of
integrated management for infantile diseases in 2003, including evaluation, treatment and
combined advice, has been very important and will be continued in the next year.

Graph 3.2: Health sector expenditure
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objective will be achieved through: (i) increased effectiveness in the use of material, human
and financial resources; (ii) improved regulation; (iii) increased access and equal rights for
health services for all citizens; and (iv) specific interventions in particular areas. In order to
meet all these objectives, several interventions in were carried out in 2003.

83



In the framework of improving efficiency and effectiveness of the use of human resources,
efforts have been made in the following directions:

e Improvement of the planning process in order to move into a planning process based
on detailed analyses of problems in each district and each institution. For this
purpose, DFID has prepared a program, which will encourage institutions to start
drafting three-years plans.

e Improvement of resource allocation and monitoring of their use at the central and
local levels as well as of corruption;

¢ Improvement of monitoring and financial control by experimenting with different forms
of public involvement and evaluation of health services;

e Improvement of public health financing methods. Apart from increases in the size of
the resources, it is also very important to allocate these resources effectively and use
them efficiently. Efforts are made to expand the health insurance scheme. The NIHC
has worked intensively to draft the overall policy on health insurance and to
strengthen its institutional and professional capacities. In this framework, it has
drafted and prepared a new project to include NIHC (ISKSH) in the total financing of
health services in the district of Berat. In addition, efforts have been made to
computerize the health services in Tirana. The master plan for the primary health
sector in Tirana has been completed.

e Important steps have been made to improve the regulatory system. There were
improvements in the legal framework (seven bills were prepared in 2003) and the
structure of the Ministry of Health. Support was provided to the Physicians Order, the
establishment of the Pharmacists Order, and the development and monitoring of the
private sector.

In relation to increasing access to health services and improving the quality of services, it is
intended to cover the entire country with health centers and half of the national territory with
ambulatory services. For this purpose, 190 health centers were constructed or reconstructed
during 2003. The hospital law, which will be the base for establishing regional hospitals, was
completed. Attempts were made to re-balance the geographical distribution of staff. For this
purpose a new map was drafted to help distribute staff in accordance with needs. Efforts are
made to increase the motivation of those working in rural and remote areas of the country, in
order to prevent them from moving out of these areas and into the cities. Several Decisions of
the Council of Ministers have been issued in relation to this issue, such as “Creating the
financial motivations for mid-level staff who work in rural areas”, “Adjustment of the salaries of
employees with seniority scientific grades” and “Adjusting and establishing a correspondence
between titles, working posts and payment levels in the sector”.

Particular attention is paid to tackling corruption, which is by now a worrying phenomenon. A
number of normative acts, which should limit corruption, were drafted and improved. lllegal
fees realized by health staff have been exposed. This will hopefully reduce leakage and
abuses of public office. The establishment of public relations offices is being considered, as is
the introduction of boxes where people can lodge their complaints and concerns related to
corrupt behavior. Awareness posters urging patients not to pay and health staff not to accept
bribes have been put up.

With respect to increasing the quality of service, it is intended to strengthen the role of nurses
in public health services by organizing training courses and establishing the National
Coordinating Committee for Nurses. With respect to ensuring the provision of safe, effective
and affordable medicine, the legal framework has been improved through the laws “On
medicine” and “On narcotic and psycho-therapeutic substances”.

Public health indicators will be improved through specific interventions to promote health, limit
and prevent contagious diseases, tuberculosis and STD, improve mother and childcare etc.
Full vaccination coverage has been achieved under the EPI program. Moreover, the chain
refrigerating equipment is now functioning properly and the quality control system has been
improved through the establishment of the National Authority for Vaccination Control. The
National Program for Tuberculosis Control in the framework of the WHO Directly Observed
Treatment Strategy (DOTS), which is being carried out in all districts, has increased the
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laboratory diagnosing level of tuberculosis cases. In order to reduce diarrheal diseases,
careful attention has been paid to the quality of potable water and food. The spread of the
SARS disease was prevented thanks to strong measures applied at border crossing points.

Finally, a strategic policy paper for mental health services was approved and staff in these
facilities was trained.

16.Social Policy

The policy followed by the Ministry of Labor and Social Affairs in 2003 was based on two
foundations: (i) providing opportunities for social groups in need; (ii) increasing their
participation in the decision-making process and guaranteeing the provision of basic services.
The policy also aimed to improve the financial situation of these groups and to expand the
range of benefits made available to them. The need to guarantee a minimal standard of living
and services for the poor and others in need requires increased effectiveness in policy
implementation.

Active Employment Policies

The increase in employment levels has been one of the main objectives of social policy, in
particular through: (i) institutionalizing and formalizing the labor market; (ii) improving the
employment services; (iii) qualitatively improving and expanding professional training in
accordance to market needs; and (iv) introducing measures to stimulate employment. The
implementation of public priority measures in 2003 has contributed to significant progress.

The presence of a large informal labor market stresses the need for integration and
institutionalization. In this context, the priority measures implemented in 2003 moved in the
following directions: (i) improvement of the legislation to limit informal labor and promotion
formal employment; (ii) preparation of short and medium-term study on demand and supply in
the labor market; and (iii) building up the qualifications of staff in the employment services in
Tirana, Durres, Shkoder and Korca through training and establishing modern working
conditions in some Regional Employment Offices (Fier, Durres, Gjirokaster and Shkoder).

Expanding the employment services and increasing their effectiveness has been another
important direction of policy. The efforts in this direction headed in the following directions: (i)
establishment of quantitative and qualitative monitoring indicators on the performance of
employment services; (ii) improvement of the quality of employment services; (iii)
computerization of employment services for which an agreement with the Swedish National
Employment Agency has been concluded. In addition, a pilot project transferring the
European experience on employment services with the support of the ANPE-France was
extended to Regional Employment Offices (Vlore, Elbasan, Fier and Berat). Among the
activities carried out was the upgrading of the qualifications of managers, the introduction of
experts in Regional Employment Offices and the approval of action plans for twelve Regional
Employment Offices. All the above-mentioned measures have increased the effectiveness
and quality of employment services. Regional Employment Offices were involved in 7400
cases, which exceeded the target of 7000 set for 2003. Increased levels of intermediation
have resulted in 11% more placements in 2003 relative to the year before. This has also had
a positive effect on national employment levels.

Particular attention has been paid to the quantitative and qualitative development of
vocational training in accordance with labor market needs. This has raised the effectiveness
of training center activities and the number of people trained in response to labor market
needs. One of the measures undertaken in 2003 was the expansion of vocational training
centers and their spread throughout the country. The vocational training center in Shkoder
started its activities, while similar centers in Elbasan and Fier will start their activities once the
buildings where they are based are reconstructed.

In the context of modernizing the vocational training curricula and improving the quality of
these schools, the legal framework has been drafted and the curricula for eight different
occupations are being reviewed to comply with market needs. The number of graduates
increased to 8500 in 2003, well above the target of 8000 persons for this period. This has had
a positive impact on unemployment since only 30% of those trained persons were seeking a
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job. 94 private entities and non-profitable organizations carrying out vocational training
courses were granted a license in 2003.

In the framework of measures to stimulate employment, 147 employment promotion projects
were being implemented in 2003. The Government of Albania has paid particular attention to
the employment of the poorest groups of the population and other social groups in need by
including these categories in the employment promotion programs.

The long-term objective to increase employment levels is primarily based on policies to
promote economic growth and develop the private sector. Given labor market trends in the
medium- and long-run, the development objectives are the following:

¢ Reduce unemployment to its natural rate by adopting the labor market objectives of
other European countries;

o Integrate the Albanian labor market into the regional one through legal and
institutional measures included in the Vocational Training and Employment Strategy.
This will be monitored through the number of trained persons according to regional
labor markets standards;

e Adapt the vocational training in Albania to the requirements of a developing and
restructuring economy and those of globalization. This will be monitored through the
number of occupations whose certificates are recognized in the EU countries;

e Change the balance in favor of active instead of passive policies. This will be
manifested through declining public expenditure on unemployment benefits and
social assistance and increased spending on active labor market programs.

Employment promotion programs will continue focusing on vocational training and the
improvement of employment services. For this purpose, public centers for training and jobs
are being strengthened and private services for employment and social business will be
promoted and extended. In addition, subsidies to the private sector will be continued with the
aim to employ initially 5,000 unemployed people every year.

Social Assistance

The high levels of poverty call for financial assistance, which was about Lek 4 billion in 2003,
to also remain at a considerable level.

In the framework of the priority strategic objectives for social protection and other active
preventive policies, which gradually reduce poverty, social exclusion and inequality, progress
has been recorded in the following areas during 2003:

e Extent of coverage of the socio-economic needs of the poor and disabled through
social assistance;

e Establishment of the legal framework for the implementation of effective and
integrating programs for the poor groups of the population that place priority to
services over financial aid in cash;

¢ Decentralization and award to the community of social services in collaboration with
the civil society and the business community;

e Introduction of innovative kinds of social services in response to the new social
problems facing the country. The role of local government has increased significantly
in this respect, as has the collaboration with non-profit organizations and donors for
bringing services closer to the community throughout the country.

With regard to achieving these objectives, the following steps have been undertaken: (i)
improvement of the methodology for allocating social assistance funds, based on socio-
economic indicators defined by local government in order to target funds to the poorest
families; (ii) improvement of the information system to collect more detailed data on the
groups in need; (iii) structural improvements to strengthen control mechanisms; (iv)
improvement of the managing structures of the social assistance at the central, regional and
local level; (v) training of social administrators; (vi) drafting of the integral law on social
services; (vii) preparation of social service standards; (viii) institutionalization of structures for
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planning community services at the regional level, and (ix) improvement of the quality of
residential centers in order to create room for day care centers.

The social assistance scheme is a passive policy with regard to the poverty reduction and as
such needs to be continuously updated during the poverty reduction process. To improve
coverage, the level of assistance and the overall impact, the main dimensions should be the
following: (i) improvement of the method to calculate social assistance; (ii) decentralization of
the social assistance scheme starting with pilot projects; (iii) bring social assistance in line
with the social protection and social care mechanisms and with the employment promotion
schemes. A study on the “Assessment of the criteria and indicators for the distribution of
social assistance” was carried out in 2003, in line with this reforming process. This study will
be a tool for the improvement of the distribution of the block grant of financial aid. Quantitative
poverty indicators improved in 2003 and qualitative poverty indicators were first introduced.
The social assistance program supported 129,600 families throughout the country in 2003,
down from 133,000 families in 2002. The funds used for this purpose were Leke 4 billion.
55,000 families living in urban areas benefited from social assistance (42% of the total),
compared to 75,000 families in the rural areas (58% of the total).

In the medium-term reforms 2004-2007, the implementation of the poverty mitigating social
policies is one of the main directions. The financial support program for families in need
through social assistance is also included. In order to increase the efficiency of the scheme,
this will be reformed to combine it with employment policies, the social business model, and
active social services, which take the multi-dimensional profile of poverty into consideration.
Emphasis will be put to the provision of special services offered to vulnerable population
categories (children, youth, women, elderly people) in response to their needs. This will
address not just traditional problems but “new” ones as well, such as drugs and abuse.

Housing problems are very critical and have been inherited and accumulating for years. The
measures undertaken in 2003 to mitigate the crisis have consisted mainly of mending gaps in
the legal framework and implementing long-term policies housing. Despite all the efforts, the
improvements in this direction have been modest due to budget constrains and the high
demand and cost to cover this issue. It is necessary to look for alternative strategies, which
are still being discussed. Two hundred families were offered accommodation in 2003.
Devising relief measures for homeless families is one of the main objectives for 2004.

Social Insurance

With regard to further developing the social insurance system, the priority activities consisted
of the following: (i) continue with system reforms in order to increase its sustainability; (ii)
increase the real level of benefits; (iii) increase the involvement of the rural population in the
contribution scheme; (iv) extend social insurance to people employed abroad; and (v) tackle
the evasion issue and carry out legislative improvements in order to resolve outstanding
issues. Steps to strengthen the Sl and its capacities, to adopt new initiatives and introduce
computerization accompanied these activities.

These measures have had a positive impact on the balance of the insurance scheme and
resulted in a decline of subsidies. In addition, control rules have been improved, as has inter-
institutional collaboration, which has insured an increase of the number of contributors to
114,700 compared to the previous year.

There have been some notable achievements in the effort to minimize evasion in
contributions and decrease the burden on businesses. Evasion dropped by 2.6 %, while the
share of businesses in total contributions fell from 42.5 % in 2002 to 38.5%. The collected
contributions were 13.7% (or Lek 2.5 billion) higher than the previous year, while the
expenses were increased only by 12%.

In the mean time, the process to merge the urban and rural pensions schemes in a unified
scheme has continued. Urban pensions increased by 10% in 2003, while rural pensions
increased by 20%, with an annual benefit of Lek 1.7 billion. These increases were recorded
not only for retirement pensions but also for family and disability pensions as well as for
groups of population in need. The fourth phase of the implementation of a program to reduce
differences in pensions accorded in the period 1993-1996 started in December 2003. Some
110,000 urban retired persons benefit from this scheme with an added financial effect for the
social insurance budget of Lek 760 million per year (or 5 % of the increase in pensions).
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The system of social insurance is now approaching a crossroads in the long-term reforming
process. In the framework of this reform, social insurance will continue to face a number of
challenges in the medium-term period 2004-2007. In this context, in order to achieve these
targets, besides the annual planned measures, the following ones will also be considered: (i)
align the rural with the urban pensions scheme and increase the magnitude of the
contributions of the self-employed in rural areas; and (ii) increase the number of contributors
in the mandatory insurance scheme through voluntary contributors. In the long run, the
above-mentioned changes aim to: (i) increase the replacement level from 35.8% in 2002 to
38.2 % in 2020; (ii) increase the level of coverage from 38.3% in 2002 to 57.6% in 2020; (iii)
increase the dependency ratio of the scheme from 1.04 beneficiaries per contributor in 2000
to 0.82 beneficiaries in 2020.
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ENVIRONMENTAL PROTECTION AND SUSTAINABLE USE OF NATURAL
RESOURCES

In recent years, policies focusing on sustainable development have become an area of
priority in medium to long-term policy development in both the social and economic arenas of
policy making. Given the guidelines provided by the Millennium Development Goals, these
policies will focus on deriving natural resources with regard to environmental protection and
sustainable production.

During the period of transition there was much environmental degradation and over
exploitation of natural resources and as a result the policies will concentrate on the areas that
have suffered the greatest environmental degradation. These include environmental areas
where high levels of the population have been assessed to be at risk, areas where
environmental assets are at risk and where the poorer cohorts of the population specifically
are considered to be at risk. Subsequently to address these issues the mid-term public
measures adopted include controlling the extent of the degradation areas had suffered,
rehabilitation of polluted landscapes and their compliance with basic safety standards,
sustainability of the natural resources through greater awareness and education and creating
the necessary framework for consolidating the public and private sector roles in this area.

The role of law enforcement is pivotal in consolidating the institutional framework and
increasing effectiveness of the environmental sector. Throughout 2003 most efforts were
concentrated on the effective regulation of the environmental sector. The role of the Ministry
of Environment is crucial in successful policy implementation and projects financed by DFID
therefore sought to increase capacity building in the Ministry of Environment and the
Environmental Inspectorate. A number of collaboration agreements and papers have been
ratified in order to facilitate the Environmental Inspectorate’s work in regulation and
enforcement. Continued efforts are being made to consolidate relationships between
international environmental agencies and institutions. In 2003 the Environmental Ministry
produced policy papers on legal acts (on the environmental impact assessment),
environmental management of solid waste, water pollution management, protection of the
inter-borders lakes, bio-diversities assessment. They have participated in the Albania
Prevention Convention for International Trade of the Species under Risk, in the Kyoto
Protocol and the Environmental Strategic Estimation Protocol. A number of agreements
between the Ministry of Environment and NGOs were signed during this year, which led to the
preparation and approval of the Environmental Assessment Report for the period of 2001-
2002.

In 2003 the following projects and initiatives were undertaken in order to address the
environmental pollution in Albania:

e Preparation for the tendering of the project “Elimination of the arsenic mixture in the
Azoth Factory in Fier”, financed by PHARE.

¢ A World Bank financed feasibility study on the environmental, health, economic and
social risks in the area of Porto Romano — Durres has commenced. The study is to be
concluded by early 2004.

e Completion of the procurement procedures for the project “Pre-investing study for the
hot area of Vlora” supported by the UNEP MAP. Implementation of this project is
expected to be completed by 2004.

e The “Ozone Project” which aims to consolidate the institutional framework for the
implementation of the National Plan to prevent Ozone damage has commenced.

¢ Finalization of project proposals for the CARDS 2002 project; construction of a plant
for the processing (treatment) of the polluted waters in the Oil Refinery in Ballsh and
a feasibility study on for the establishment of a landfill for hazardous waste disposal.
The tendering procedures for the above projects have also commenced.
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e Two draft papers have been prepared titled “Estimation of the Costs for reduction of
greenhouse gases” and “Estimating the Costs of Technology required for Adaptation
of the Coast Areas”.

Policy measures for the sustainable development and exploitation of natural resources have
been another area of focus for the Ministry of Environment in 2003. These include:

e A report prepared on the status of the water collection zone for Lake Oher 2000-2003
for the project “Protection of the lake of Oher.” This is incorporated into the common
program for the monitoring of the lake of Oher. A collaboration agreement between
Albania and Macedonia for the protection and the sustainable development of the
water collection zone (water collection place) of Lake Oher had been previously
agreed.

e Public awareness programs have been implemented for the protection of the lake of
Oher.

e Re-starting the work for the project “Protection of the coastal and lagoon eco-systems
in the Mediterranean” after the project’s previous interruption due to oil research in
mid 2003.

Adoption of these measures and the increased efficiency of the public structures have
resulted in a decrease in the damages and misuse of forests, land, coast, water basins and
river beds. Furthermore pilot projects are being developed for more sustainable systems for
resource exploitation based on these initiatives and their success. Over the period of 2004-
2007 the initiatives will focus on the effective rehabilitation of polluted zones in compliance
with the minimal safety standards; effective management of environmental resources and
capacity building of the public and private structures in this sector.

The long-term goal of achieving the environmental standards in compliance with EU
regulations is integral to the Albanian road map for EU access. This will require further
consolidation of the environmental structure in all levels as well as increasing human
resources. There will be continued need for environmental performance reviewing, law
enforcement, monitoring structures, maintaining of environmental databases and statistics in
the contemporary levels, rehabilitation frameworks and increasing public awareness for
effective participation in decision-making processes.
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INTEGRATED RURAL DEVELOPMENT

Integrated rural development is a main priority for the NSSED. Greater harmonization of
activities in rural areas in order to mitigate rural poverty levels can be achieved through: (i)
enhancing the employment and the increasing the revenues from non-agricultural products (ii)
creating equal possibilities with regard to quality of services; (iii) improvement of the rural
infrastructure such as roads, rural markets, potable water supply etc.; (iv) increasing the
access of the rural population to the financial resources and credits as well as enlargement of
non-banking services; (v) increasing the capacities of the rural community, etc.; and (vi)
decrease of the rural migration and establishing closer relations of the rural community.

Agriculture and food is considered the most important sector of the national economy given
the numbers of the population living in rural areas that are self-employed in agriculture. The
NSSED framework aims to consolidate the progress made so far and set objectives for mid-
term and long-term strategies focusing on public investments as well as economic, social and
financial resources harmonization in order to stimulate further investments. The increase of
the private and public investments in the areas of marketing, agro-processing, food control
and sustainable use of natural resources are key areas for reform. Even though Albania is an
agrarian economy, the trade balance remains negative with regard to agricultural products.
Production and commercialization of agricultural productions is still conditioned by the under-
developed rural infrastructure, missing markets and information uncertainty.

17.Meeting the Objectives and the Priority Measures during
2003

In 2003 the total production from the Food and Agriculture sector reached a level of 4.1%, in
which the agricultural products have recorded an increase of 2.8%, while the products from
the agro-processing industry have recorded an increase of 11.2%.

The main achievements to the agricultural and food sector which have had an impact on the
levels of production include:

Agricultural land management and protection

In 2003 efforts to improve and strengthen Land Management and Protection were continued
and furthermore extended into 12 regions of the country. The draft law “On Land Protection”
is under approval procedures and the unified documentation has been submitted to the
villages in the touristic areas in Vlora, Saranda, Delvina and Diber (Lura). The law was
drafted in collaboration with PMU/SRPP (a contractor of USAID) and there were five phases
in the technical-financial action plan for the registration of assets. The work is ongoing and
implemented in 74 new registries of which 18 are up dating and reconciling data, a process
which when completed shows 17,927 assets. A further 35 registries are completing this
updating process.

Irrigation water and draining management

In 2003 irrigation projects were continued in 21 districts of the country, including the
rehabilitation project for Korca and the rehabilitation of the hidrovoreve in Vlora and
Lushnja. 11 Regional Water Directorates, 2 Draining Boards and 211 Association of
water users (SHPU), covering a surface of 110 604 ha have been established. Water
structures, which irrigate 61,293 ha involving 87,644 farmers, are managed by the Water
Directorates SHPU, which currently are responsible for a total of 180,000 ha.

Agricultural mechanization and inputs

Technology in the agricultural sector has increased significantly in 2003. The Japanese
Government with their fourth project grant contribution of 448 millions has done much to boost
agrarian technology. In 2003 agro-fertilizers amounts used were significantly higher to the
previous year. Seeds: availability has improved combined with the necessary legal framework
to support and develop the production quality control, importing sectors and research into new
methods.

Livestock
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During 2003 there has been the targeting of specific projects for the successful breeding of
cattle, pigs, poultry, etc. Atrtificial insemination amongst cattle was at over 40% of the cows’
population and 485 insemination centers are functioning in the country. 1200 animals of pure-
breed, with full data or their predecessors including the production of their individuals have
been registered. Two functioning breeding centers for cows and pigs have also been
established. New technology for artificial insemination in pigs and sheep has also been
established. Implementation of over 337 controls in 36 districts of Albania have been carried
out for safer and more effective factory production for animal feed, this has been in both the
commercialization as well as the importing sectors. 16 farms, which were responsible for 70
water buffaloes, received financial support from the state in the districts of Lushnje, Elbasan,
Kavaje and Fier.

Scientific research

In 2003, 49 projects were implemented that reformed and restructured the research
institutions. Activities carried out included the hosting of national conferences including “Land
Degradation and Protection”, and a scientific symposium titled “Recent Studies in the
Parasitological area”.

Advisory services

54 new centers for Agricultural Information were set up over the 2003 period. These centers
helped in the information dissemination for greater public awareness and successfully
distributed some 37,807 leaflets, 2,333 brochures and had 34 articles printed in the national
magazines and newspapers. Furthermore they have played a role in information
dissemination through the media with the broadcasting of 8 central electronic media
programs, 72 other programs and advertisements. 112,729 farmers were contacted of which
7,619 farmers actively participated in some 835 demonstrations; this included 252 days of
trainings with the participation of 2873 specialists. In collaboration with other agriculture
research institutions, research programs in several farms have been carried out. Interviews
were carried out to determine the levels to which the recommendations were helpful to
farmers and it was concluded that 60% of farmers found the information of relevance to them.

Agro-processing industry

Significant growth in the agro-processing industries is evident through the marked increases
in its related sectors such as increases evident in the processing and canning of fish (+87%),
increases in meat processing (+43%), fruits and vegetables processing (+15%), production of
vegetable fats (vegetable oil and olive oil with +51%) and the production of milk based
products (+41%). Bread played a key role in determining the overall value of food industry
production in 2002 taking a 38% of the overall production. The milling industry held 15% of
this share. The number employed in the food industry also showed significant increases with
an addition of 550 employees in 2003 (6% increase from 2002). The successes evident
have been largely due to the heavy investment made within the sector. Investments totaling
two billion have contributed to improvements in the sub-sectors of agro-processing industries.

Food safety and quality
Plant protection and the phytosanitary control

A working legal framework for plants protection and agriculture planting materials has been
established in conjunction with the removal of technical and trade barriers between Albania
and EU. These efforts will address problems related to the phyto-sanitary purification of
products and prevention from diseases and parasites. Legal and technical initiatives have
been undertaken for increased exports of new potatoes into EU markets. The Plant
Protection Institute (PPI) has focused on the development of intensive cultures of greenhouse
vegetables, fruit farming and viniculture. The role of the Directorate of Agriculture has helped
in reducing the expenses related to crop damage by grasshoppers by half in comparison to
2002 figures. The funds saved as a result are now contributing to research related to saving
other crops from parasites e.g. olive trees in districts of Sarande, Vlore, Delvine, Berat.

Protection of animal health

Regulations have been enforced for the control of diseases of pseudo-pox in poultry,
brucellosis control in animals; mad cow disease (BSE); eggs export; import and
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commercializing of the medicaments; bivalves mollusks and for residues in the products of
animal origin. All reforms have been carried out in compliance with EU regulations. In
addition several programs have been implemented including the monitoring of animals
residues (wastes); monitoring mollusks; monitoring the residues in animals and their eggs.
Correct veterinary care and the use of veterinary prophylaxis have been carried out for the
improvement of the epizootic situation of countries with regard to imports-exports and
veterinary law. This veterinary draft law has been an area of priority for the Veterinary
Directorate and is seeking approval. Strict controls over foods of animal origin have been
implemented and tracked at every level from the border crossing control points up to the
domestic veterinary inspectorate. Some 1500 licenses have been issued in 2003, contributing
to revenues of 1,7 millions leke. Implementation of a new common information system on the
zoo-zones has been put into practice along with a new strategy for animals’ brucellosis, which
includes vaccination to take place between the small animals.

Food quality and control

Draft reports produced include “Sweeteners in food products”, an Agreement-Act between the
Ministry of Food and Agriculture and Ministry of Finance on imported food products.
Numerous orders have been passed including “The approval of the technical regulations of
the Coca-Cola mark”; “Technical Regulation of all the approved pre-standards”; “The
assignment of the inspectors of the Food Inspectorate in the border crossing points”; “The
approval of the technical regulation of the Schweppes Holdings Limited mark”; completion of
some parts of the Albanian Food Codex in relation to milk and it's under-products, food oil
and cans; the Regulation for the implementation of the Law no. 8944, dated 19.9.2002 “The
production, nomination and commercialization of the olive oil”. The completion of regional
laboratories for food control is underway at Durres and Vlora. To date 18,000 controls have
been carried out with 4,060,000 leke taken in revenues for fines and penalties.

Improvement of marketing of agricultural food products

In 2003 the construction of the wholesale market in Lushnje was completed resulting in
significant improvements in the marketing of agricultural products. Construction of the market
of Korca had commenced and the design stages for a further market for Viora was completed.
The study for the construction of the market for Shkoder was under review. In Korca, there
were completed construction works for rural markets in Pirg, Bilisht and Pojan. Some 34
villages have benefited by the construction of these markets including 3 communes and 1
municipality in Korca and an additional 43,000 beneficiaries in the surrounding regions. This
has enabled the identification of potential products for export as well as creating an up to date
product list. Market construction has identified key members and their potential roles including
agricultural producers, stock-farming producers, fishing and agro-industry entities. Price
reviews and analysis have been carried out on the competitiveness of milk, eggs and wine.

Sustainable management of the natural resources
Fishing and aquacultures

In addition to the increases in the number of the licenses entities from 388 to 600, a
monitoring program was also started to guard over the illegal or non-licensed fishing,
especially in small and artisan fishing. Collaboration programs have been prepared involving
the General Police Directorate, General Tax Directorate, the Ministry of Environment, the
Ministry of Defense for effective management solutions and regulation of sector activity in
order to prevent illegal and non-licensed fishing. The program will also help in the
rehabilitation of misused natural resources and as a result many interventions have taken
place to make lake Oher, Saranda, Butrinti, Divjaka, Vain, Kune, Patok, Vilun environmentally
sound. Progress for the establishment of the Fishing Management continued with the first
construction phase in Vlora e Saransa completed. Following the approval of law no. 9041,
dated 27" March 2003 making some additions to law no. 8976, dated 12" December 2002 on
tax and excise and the subsequent approval of the DCM no. 495, dated 18" July.2003 on the
definition of the conditions, persons and necessary quantities of fuel for fishing boats, the
excise tax for fishing boats was removed hence decreasing productions costs and increasing
investment in the sector. The fishing industry has seen increases especially in trout culture,
which has recorded increases of 157 tons, together with shrimps (70 tons) and mussel
production in the Butrinti lagoon (820 tons).
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Forests and pastures

The Strategy and the Action Plan for the Development of the Pastures and Forests Sector
outlining institutional reform has been completed and the new forest draft law prepared.
Decisions have been made regarding the administration and procedures of protected and
buffer zones, on tariffs for pasture and forest areas, as well as the approval the protected
species list in Albania. Regulations for cave exploitation procedures have been issued. Five
completed management plans for the state forests have been established in conjunction with
23 other management plans for communal forests. 68 thousands hectares of forestland has
been divided amongst 21 communal forest areas. 265 hectares of forestation as well as
improvement of forests over some 1285 hectares has been implemented. Measures for
pastures improvement and construction and repairing of dams for 5100 cubic meters have
taken place. The efforts for the National Forests Inventory has continued with the volumes of
the illegal woodcuts down to 15 thousand in 2003 and volumes of the sequestered wood has
increased. A draft decision by the CM is seeking approval for a coherent fire strategy.

Institutional reforms

In order to implement institutional support and reform to further integrate rural development in
2003, the following initiatives were executed: (i) establishment and consolidation of the land
administration and protection structures in 12 regions of the country; (ii) restructuring of the
Agricultural Directorate in the districts and regions; (iii) restructuring of Agricultural Research
Institutes to encourage capacity building (project funded by the World Bank), for restructuring
forest structures, and (iv) establishment of land protection strategies on a regional level.

Decentralization and rural capacity strengthening

The decentralization program, which has only commenced in the last few years, has further
consolidated its progress in 2003. Some initiatives adopted include: (i) transfer of
management and co-management of natural resources and water resources to the local
governments (ii) continued support to the communes for the improvement of pastures and
forests management and preparation of effective management-exploitation plans; (iii)
approval of laws and decisions with regard to the improvement of the regulatory framework
for the rural sector; (iv) transfer of the draining/irrigating schemes under the management of
SHPU has continued and subsequent support for the rehabilitation of systems and trainings
for these associations have been organized.

Financial services and credit

The FFZM has expanded to 16 regions at a cost of $7.1 million, which represents an increase
of 31% of the total loans portfolio. Loans were extended to 119% more villages or 477 out of
the 400 originally planned. On June 3™ 2003 the Agreement on the Transfer of Acts was
signed in conjunction with the responsibilities and functions of the Rural Financing Fund in the
Savings-Loans Albanian Union. The ASL Union implemented the “Savings-Loans
Associations” as part of the micro-credit project financed by the World Bank. The activity of
the Union stems from Law no. 8782 “Associations savings credits and their unions”, dated 50
May 2001, which is registered by the Courts and is licensed by the Bank of Albania. The
Albanian Saving-Loaning Union in its last quarter of 2003 had extended its activity in 8
districts, 328 villages and had 8,161 members with a loan portfolio of $7.7 million. The loans
portfolio recorded an increase of 249% compared to 2000, while the number of members
increased 40% compared to figures in 2002. The SLA in 2003 had a capital of Lek 110
million. The Savings-Loans Associations, members of the SLA Union, had commenced
deposits collection activities, therefore increasing the credibility of the institution and
contributing in the increased availability of money in rural areas.

18.The Mid-Term Program for Integrated Rural Development
(2004-2007)
Giving priority to the sustained increase of agricultural products, stock-farming products, agro-
food and fishing as well as the sustainable management of the forests will continue as major

objectives in the development of the mid-term strategy for 2004-2007 within the integrated
development framework of the rural sector.
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Given the need for a coherent strategy for Albania in 2004-2207 the following 14 areas are of
importance: (i) sustaining increased levels of agricultural production — farming products, agro-
food and fishing; (ii) development of land market and land consolidation; (iii) rehabilitation and
administration of the irrigation, drainage systems, protection against inundations; (iv) enhance
the mechanization and introducing the new technologies, improvement of the inputs quality;
(v) increasing plants production; (vi) consolidation of the zoo-technical services; (vii)
strengthening and increasing research and further development; (vii) consolidation and
increase of agricultural extension effectiveness; (viii) increasing the processing level of the
agricultural and stock-farming products; (ix) improvement of supporting policies for the
specific and important products with regard to exports; (x) consumer protection and insuring
foods’ quality; (xi) strengthening the phyto-sanitary services and plants protection; (xi)
continuing to extend projects for the improvement of the veterinary prophylaxis and protection
of the animals; (xii) improvement of the legal framework and control on the foods quality; (xii)
strengthening of the foods’ quality; (xiii) improvement of the conditions and level of the
marketing of the agricultural products, and; (xiv) sustainable management of the natural
resources.
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URBAN DEVELOPMENT

The Territorial Planning Sector in 2003 continued its efforts in the management and
development of urban areas. Examination and approval of the projects in TACRA and
implementation of the decisions issued with regard to TACRA on the development of the
tourist zones and the studies for the centers of the main cities has been carried out.

Taking into consideration the economic development of the country as well as the capacity of
the state institutions, it was considered necessary to develop a national strategy in the
territory-planning sector. Terms of reference for this strategy have been prepared at TACRA
at the end of 2003. The approval of this strategy and the full completion of urban law will help
establish aims and objectives for a mid-term and long-term sustainable development of the
territory-planning sector.

Continued efforts for further improvement of urbanization of the peri-urban areas is evident
through the pilot municipality projects at Tirana and Kamez in order to solve basic problems in
these areas. The project success and experiences hopes to be extended in other cities. The
process will also give direction to future measures adopted and take into consideration
efficient solutions to problems experienced over time, including high public costs.

In 2003 a total of 73 studies were reviewed of which 60 were approved, 38 of which were
urban studies, 9 involving construction sites and 13 regarding constructions permits. In the
Technical Secretariat of TACRA 84 studies have been reviewed. 11 urban studies have been
partially approved mainly with regard to tourist complex development. Approval of
construction sites and permits for the new TEC in Vlore, the Industrial-Energy Park of Vlora,
for the funicular Tirané-Mali i Dajtit, and the project for the AMBO area have taken place
including projects attracting private investments in industrial areas in the Region of Tirana.

One of the main priorities with regard to effective public measures was controlling the growth
of urban areas and exerting guidelines for the construction sector. The area cleaning action
for the community started with the demolition of 300 buildings across the country. This
included schools and was therefore done in collaboration with the Ministry of Education and
Science. Demolishing illegal constructions was part of a major public action taken, which was
designed and implemented mainly in the tourist areas. This has contributed significantly to the
improvement of Albanian towns and had a strong psychological effect within the towns
themselves.

The implementation of the earlier decision for the development of the tourist areas in Albania
led to the rejuvenation of tourist areas in the coastal regions of Vulpine, Shingling (Kune), Girl
i Lazio, Plash i Direst, Sheba i Navajos, Golem, Spille, Vlore, Sarande, involving approvals of
191 decisions with the combined costs of Lek 35 million.

In line with the implementation of measures on construction in touristic and urban areas,
particular attention was paid to the effect of these measures had on regular construction
activity in Albania.

Measures were taken to prevent harmful construction in tourist and urban areas. However,
the implementation of these measures has led to a number of difficulties for the Ministry of
Territorial Adjustment and Tourism such as: (i) shortage of demolition equipment; (ii) overall
shortage of necessary logistics and infrastructure; (iii) limited number of specialists; (iv)
conflict about decisions taken resulting in breakdown of communication with local institutions
(Regions, municipalities and communes).

19.The Mid-Term Program for Urban Development (2004-2007)

The socio—economic developments and reforms, which the country has been experiencing in
the last few years, have resulted in shifts in demographic movements. Albania will require the
adoption of a long-term vision for sustainable urban development. The long-term objective
would be the development of urban areas, which would then act as centers for economic
development. The policies and measures adopted must create an enabling environment for
sustainable urban development by drawing together three basic requirements of urban space:
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(i) effective use of urban land; (ii) modernization of infrastructure, services and technology; (iii)
development of the urban culture and harmonization of public and private interests.

The mid-term strategy period between 2004-2007 will aim to stop the urban degradation
process and create an enabling environment for sustainable urban development. The specific
mid-term objectives with regard to urban area rejuvenation are as follows:

o Drafting of the national strategy of the urban development;

e Full revision of the law on urban planning and a follow-up of the “Urban Regulation”
improvements by the Institute of Urban Studies (ISPU). Follow-up the final approval
of the Law “On legalization of additional construction”

e Making progress with the process of legalization of non-formal areas (completion of
the legal and sub-legal acts, coordination of the process amongst the local
government units);

o Drafting of a national survey with full technical analysis for mapping informal zones;

e Drafting in collaboration with the ISPU and local government units a priority study on
the tourist areas and centers of the main towns of Albania;

e Developing a framework for the CARDS Project for the “National Project of the areas
of Tirana-Durres” (first phase of application and positive effects);

¢ Consolidation of control over the national territory;

e The transition process and demographic movements have worsened the social urban
pathologies of the future thus requiring adoption of specific measures which will
improve the social protection of areas considered to be under risk and their
integration into urban society.

The achievement of the above urban development objectives requires a number of coherent
institutional and legal reforms to be designed and implemented, which include the following
initiatives: (i) strengthening of the municipal governance in accordance with the
decentralization reform; (ii) strengthening of the regulatory entities (territory adjustment
councils, construction police, etc.); (iii) creation of suitable areas for the communitarian
activities; (iv) adequate regulation of private ownership’s rights, common properties and areas
in the buildings and public properties as well as the adoption of implementation instruments
including adequate compensation forms; (v) completing the regulations on the rights and
obligations for access to infrastructure, public urban services and construction rights; (vi)
capacity building for monitoring urban development. Urban governance will be a more
transparent process and will involve both institutional actors as well as the stakeholders.
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CHAPTER 4 LONG-TERM VISION
AND OBJECTIVES OF

THE NATIONAL

STRATEGY FOR

SOCIAL AND

ECONOMIC

DEVELOPMENT

Six principal objectives underlie the drafting and implementation of the NSSED: (i) the
acceleration of medium-term and long-term development goals; (ii) the harmonization of these
goals, and integration of all Government agendas into a single dynamic reference document;
(iii) prioritization of measures to attain the goals; (iv) calculation of the real costs of the priority
measures; (v) the strengthening of Albanian ownership of the NSSED; and (vi) intensifying
the national and inclusive dimension of the NSSED. These long-term objectives need to be
constantly appraised.

Albania has in place a large framework of policies, which address the economic, social,
security and institutional priorities for the country’s development. The MDGs, the Stabilisation-
Association Process, the NATO membership agenda, and the advancement towards market
liberalization and regional integration in general, provide an important framework for the
NSSED.

One of the key strategic goals of the Government of Albania is European integration. This
enjoys the consensus of all the local political forces, which share long-term targets towards
the achievement of European standards. Incorporation of the EU integration objectives and
phases into the NSSED will bring about a change in emphasis of the Strategy, and will enable
it to be considered increasingly as a truly comprehensive national strategy. The dimensions of
poverty reduction and social and economic development must be maintained, but the focus
should be shifted onto efforts to fulfil three essential criteria that bring us closer to EU
membership: political stability and efficiency, economic development, and the mastering of
the acquis communautaires.

It is very important to establish strong links between all these development agendas and their
institutionalisation in the NSSED framework. The agendas should complement one another,
avoiding overlap or duplication, throughout the processes of planning, implementation, and
monitoring and evaluation. Maximum complementarity may be achieved among them if the
identified indexes and indicators are the same or similar, leading to reliable single databases,
matrixes and responsible joint institutions. This vision and harmonization process may have a
positive impact on the setting of concrete targets, the division of activities and the promotion
of the participation of civil society and the community at all the prioritisation levels.

A series of measures with positive results have been undertaken in this framework. The
MDGs are now incorporated into the NSSED, providing this Strategy with a long-term vision.
The first steps have been taken in order to ensure that the SAA becomes a part of the
NSSED. A comprehensive system to support the monitoring process and a corresponding
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database system (MIS) to monitor the implementation of the Government’'s 35-month long
programme have been established.

Within this framework, there is a need for greater attention to be paid to accelerating the
transition reforms and the reform process in general. The reason for this is that Albania is
already involved in the second phase of reforms, which concern overall structural, fiscal and
governance reforms, such as: (i) the reform and institutionalisation of the market; (ii)
governance and institutional improvement; and (iii) the creation of a climate favoring
investments while increasing possibilities for private undertakings, and improving the relations
between the private business and the central and local government. In greater detail, these
reforms for the sectors in general would break down under the following groupings:

e Improvement in the legal base: property rights; facilitation of administrative
procedures; intensification of combat against corruption, evasion and smuggling in
support of the private sector;

e Acceleration of the process of privatisation of the strategic and potential sectors of the
economy, as well as better promotion of public services;

e Radical improvement in infrastructure, especially in the energy sector;

e Continuation of reforms in the financial sector: implementation of the RTGS payment
system; establishment of a secondary market for treasury bonds; establishment of the
credit support scheme;

¢ Intensification of reforms in the tax and customs administration: increase in number of
taxpayers; improved service towards taxpayers; enhanced fiscal transparency;
reduced administrative hurdles; computerisation of the tax and customs system.

According to the macroeconomic framework, a real economic growth of 6 % in 2004 is
associated with an inflation rate of 2-4 %, a budgetary deficit of 5 % of GDP, fiscal revenues
of about 20-21 % of GDP, and currency reserves equal to four to five months of import of
goods and commodities and services.

The NSSED objectives have been expressed and measured through current indicators and
their future targeted values. These have been broken down into final and intermediate
indicators (input, process, and output). In determining the final indicators and their targeted
values account has been taken of the country’s long-term development objectives, which are
supported by the structural, fiscal and governance reforms. The targets include the following:

e GDP will grow by over 18% during a 3-year period (2004-2006), and will double
during a 15-year period;

e During the period 2004-2006, GDP per capita will grow from $1,950 in 2003 to $2,660
in 2006;

e Over the period 2004-2006, inflation should fall in the range of 2-4%;

e Enhanced effectiveness of employment policies is aimed to be ensured through
promoting the development of the productive sectors, and the service sectors in
particular, with the chief objective being to reduce unemployment rates from 15% in
2003 to 12% in 2006;

e Further liberalization of trade will ensure a major trade opening in terms of reducing
tariff barriers and increasing trade coverage achieved. The target is to ensure that the
respective indicators amount to 90% over a medium-term period;

e The percentage of the population living in poverty' will decrease from 25.4% in 2002
(base year) (according to estimates from the 2002 LSMS) to below 20% in 2006, and
below 10% in 2015. The number of people living in extreme poverty will drop from
4.7% in 2002, to 3% by 2006, aiming at total elimination by 2015;

18 The poverty line is determined on the basis of the definitions employed in the 2002 LSMS (see footnotes 1 and 2).
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¢ Infant mortality is aimed to be reduced from 17.4 deaths per 1,000 live births in 2001
(base year) to 15 deaths per 1,000 live births during a medium-term period (2006),
and to 10 deaths per 1,000 live births in 2015;

e Maternal mortality is aimed to be reduced from 22.7 deaths per 100,000 live births in
2001 (base year) to 15 deaths per 100,000 live births over a medium-term period
(2006), and to 11 deaths per 100,000 live births in 2015;

e The incidence of diarrheas diseases is envisaged to decline from 1,200 cases per
100,000 inhabitants in 2001 (base year) to 600 cases per 100,000 inhabitants during
a medium-term and long-term period;

e The percentage of people aged 15-24 who know how to read and write will rise from
98.4% in the base period (2001) to 98.8% over a medium-term period (2006), and to
100% in 2015;

e The ratio between females and males who know how to read and write will improve
from 0.9 and 0.87 of the same age-group in urban and rural areas in 2001 (base
year) to 1 by 2015;

e Compulsory 8-year schooling completion rate will grow from 97% in 2001 (base year)
to 98% during 2003 and to 99% medium-term period (2006) and to 100% in 2015, at
national level;

e Secondary education enrolment rate will rise from 42% in 2002 (base year) to 43% in
2003 and to 50% during a medium-term period (2006);

e The average of years of schooling will increase from 9.5 years in the base year 2001
to 10.5 2003 and to 10.8 years over a medium-term period 2006, and to 13.5 in 2015;

e Internet access. The number of Internet users will grow from 0.18 visitors per 100
inhabitants in 2001 (base year) to 1 visitor per 100 inhabitants in 2007, and to 10
visitors per 100 inhabitants in 2015.

Improvement in governance:
e Control of corruption'® will grow from 23.2% in 2002 (base year) to 73 % in 2015;
» Voice and credibility*® will grow from 49.5% in 2002 (base year) to 81 % in 2015;

o Effectiveness of governance®' will grow from 38.1% in 2002 (base year) to 76% in
2015.

19 Lo ) - . . . .
Control of corruption is usually perceived as the ability to exercise public power on private income.

2 This indicator is made up of several indices, including different aspects of the political process, civil and political rights, as well as
citizen access to government.

! This indicator is made up of several indices, including quality of public services, quality of bureaucracy, civil servants’ powers,
independence of civil service from political pressures, and credibility of policies on which the government promises to deliver.
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THE MAIN NSSED OBJECTIVES

Table 4.1: Main NSSED Objectives

AREA AND INDEXES 2001 2002 2003 2006 2015
(Baseline)

ECONOMIC GROWTH

GDP per capita (in $) 1386 1557 1950 2660 At least two
times

Annual growth 7.6 4.7 6 6 N.A

Budgetary deficit in % of the GDP 6.6 5.6 4.4 5

Inflation rate (CPI) 3.1 5.2 2.37 3 2

POVERTY REDUCTION

Absolute poverty (food and non-food) in % 254 N.A 20 Below 10

Extreme poverty (food poverty line) in % 4.7 N.A 3 0

Unemployment 16.4 15.8 15 12 N.A

PUBLIC HEALTH

Infant mortality per 1,000 live births 174 17.5 N.A 15 10

Maternal mortality per 100 thousand live births 22.7 21.3 15 11

Incidence of diarrhea diseases per 100 thousand 1200 600

inhabitants

EDUCATION

Percentage of age group 15-25 years who know to read 98.4 98.8 100

and write

Ratio between females and males who know to read and 0.9 1.00

write (15-25 years) in urban and rural areas 0.87 1.00

Eight-year schooling completion rate 97 98 98 99 100

Secondary education enrolment rate 38 42 50 50 90

Weight of vocational education in secondary education 16 16 16 30 NA

Average number of years of schooling 9.5 NA 10.5 10.8 13.5

GOVERNANCE™

Voice and credibility 49.5 81

Political stability 30.3 71

Effectiveness of governance 38.1 76

Rule of quality 41.2 83

Rule of law 17.5 74

Control of corruption 23.2 73

2 Drawn from the paper “Consensus on the MDG”
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CHAPTER S LINKAGES AMONG THE
MDG, THE NSSED

AND THE S AA

At present, Albania pursues a large number of policies addressing social and economic
priorities, institutional improvement and the improvement in security. The essential part of
these policies is focused on the NSSED, the SAA and the MDGs. The NSSED and the MDGs
capture the Government agenda for social and economic development, while the SAA
provides a strategic guide towards European integration.

There exists a topical correlation among the three agendas. They are complementary in the
areas they cover, the methodologies they use and the timetables they establish. However,
they are also different because they center on specific priority areas. Moreover, the MDG
represents a mainly political agenda, the NSSED represents a broad medium-term strategy,
and the SAA represents a specific instrument operating within the general framework of the

NSSED.

Table 5.1: Linkages among the SAA, the NSSED and the MDG

SAA NSSED MDG
Priorities Justice Economic growth Elimination of extreme
Public order and security ~ Macroeconomic stability poverty and hunger
Administrative capacities ~ Health Obligatory education
Social and economic Education Gender-specific problems
development Infrastructure Public health
Environment and natural Public services Sustained development
resources Governance Global development and
Democratic stability Social care partnership
Rural and urban Governance
development
Environment
Timetables Presented in 2001 Presented in 2001 Presented in 2002
Covers 2002-2006 Renewable four-year Covers 2002-2015
implementation plan
Reviewing Limited flexibility Reviewed and updated Reviewed and updated
annually continuously
High flexibility
Participation Not inclusive of non- Preparing and reviewing Preparing and reviewing

governmental
stakeholders

with large participation of
and consultation with non-
governmental stakeholders

with large participation of
and consultation with all
stakeholders
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It is very important that the correlation between the NSSED, the MDGs and the SAA is taken
further ahead, and is institutionalised with a view to producing a single integrating document
and process in the NSSED framework. As discussed in Chapter 4, this process has already
started and has produced some tangible results.

103



THE NSSED AND THE NATIONAL CONSENSUS CREATING
PROCESS

The national consensus-creating process was another important initiative undertaken in 2003.
This process was designed to pave the way for the availability of national feedback and the
process for enhanced incorporation of the MDGs into the NSSED. It started with a meeting of
representatives from the line ministries, civil society and the United Nations agencies held at
the Ministry of Foreign Affairs. This activity was launched on 17 June 2003, with a press
conference held by the representative from the Ministry of Finances (Directorate for the
NSSED), the representative from the United Nations agencies and the representative from
the Ministry of Foreign Affairs. The Conference was a milestone, which brought together all
the interest groups with a view to networking and defining work procedures in the process of
reaching consensus on the NSSED and the MDGs.

The main objective of the consensus-creating process is to propose the consensus baseline
data. All six of the working groups which were set up, each focusing on specific targets,
worked openly with the interest groups so as to guarantee maximum involvement. Later, a
seventh working group was set up to concentrate on governance issues. The MDG does not
directly address governance issues, but governance is part of the Millennium Declaration and
highly relevant to the Albanian society. After nine months of intensive consultations, the
objectives, indicators and baseline data were prepared and they are now operational in
several regions in the country. To help make the regional validation process as practical and
relevant as possible, a two-day conference was organised in Tirana. Representatives from
the entire spectrum of civil society took part in the conference, and participants shared the
experiences of different regions in the validation process.

Further to the regional validation process, in March 2004 a National Conference was held
under the title, “European Integration and Achieving the MDGs through the NSSED”. The
purpose of the Conference was to contribute to the institutionalisation of the consensus
process, to present the NSSED and the MDG consensus tables, and to highlight the
achievements of the working groups. Through a number of contributions, the discussions in
the working groups, and the supporting materials, the Conference assisted the development
of structured and sustained links between the NSSED, the MDGs and the SAA. At the same
time, it set up a mechanism that will ensure the continuity of the participatory process and the
transparency of national policies. The Conference was an opportunity to introduce and further
publicise the NSSED objectives, and debate at greater length the main challenges and the
long-term steps ahead.

The following summary outlines some of the important issues arising in the framework of
these agendas.

The monitoring system: the NSSED, the MDGs and the SAA (including the CARDS
programme and other foreign assistance and financing) require monitoring and evaluation to
be carried out more regularly than at present. The qualitative and quantitative analyses of
each agenda could easily translate into complementary tools, especially if their identified
indicators are the same. These intertwined monitoring processes could ensure a database,
matrixes and joint responsible institutions. The joint monitoring systems will also support the
participation of all stakeholders from civil society and state and legislative structures, including
the Parliament, local government, non-profit organisations, the media, and academic circles.

Planning: The feedback provided by the monitoring system with the contribution of civil
society, and the dialogue on the MDGs, the NSSED and the SAA should be used so as to
have an impact on new policies and to plan decisions. This specifically concerns the Medium
Term Expenditure Framework, the CARDS Programme, and all the other programmes
contributing to the success of the objectives and policies designed for the country’s social and
economic development.
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20. FUTURE PROSPECTS

Identification of the NSSED long-term vision in the Albanian context. The MDGs and
the SAA are significant aspects of this vision as they focus on long-term development
objectives and policies.

Introduction of an integrated strategic planning framework guiding Albania’s medium-
and long-term development.

Concentration on better links between the three agendas while reinforcing the
harmonization, prioritization, financing, monitoring and evaluation process of the key
development strategies.

Optimal connection between the individual policy framework and the provision of
local, regional and national planning correlation.

Better integration between the strategic planning and budgeting cycle.

Institutionalization of the evidence-based policy process and optional costed policies
supported by their qualitative analyses.

Establishment of a partnership between the Government and the donor community to
ensure support for the national development priorities both strategically and
financially

21. CHALLENGES

It is necessary to improve the consistency between the NSSED, the MDGs and the
SAA, and the policy framework, as well as the Medium Term Expenditure Framework
and foreign assistance and funding.

Full integration of the MDGs and the SAA into the NSSED in compliance with the
terms of priority, planning and the monitoring and evaluation system.

Improvement in prioritization and costing of the priority public measures contained in
the NSSED, the MDGs and the SAA.

Integration of indicators so as to avoid overlapping.

Further explanations of management on the basis of the results, transparency and
responsible mechanisms at government institutions.
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LINKAGE BETWEEN THE NATIONAL AND LOCAL PRIORITIES
— THE NSSED REGIONAL DEVELOPMENTS AND PROSPECTS

Progress of the process. The year 2003 saw considerable progress in the efforts to give the
NSSED a local dimension through incorporating the national priorities into the Regional
Strategies for Social and Economic Development in a more efficient way. These strategies
are being drafted and implemented by local government structures at a regional level. With
the support of the UNDP, regional development strategies have been drawn up in several
regions of the country, including Fier, Kukés, Elbasan and Berat, ensuring large participation
in priority sectors and areas as articulated through the NSSED (including health, education,
infrastructure and social protection). These documents have ensured the harmonisation of the
principal measures and policies aiming at poverty reduction and social and economic
development in general, with the specific measures and policies towards the purpose of
achieving the Millennium goals scheduled for 2015. In the course of formulating their regional
objectives, the interest groups and the regional councils made efforts to integrate the priorities
contained in the NSSED, the MDGs and the SAA as systematically as possible.

Hence, for instance, the following table drawn from the Strategy for the Region of Kukés
indicates the correlation between the NSSED and regional priorities, in the area of education.
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Table 5.2: Correlation among Strategic Priorities

NSSED - National framework Regional SAA Region of Kukés
strategies for
social and
economic
development

1) Ensuring full enrolment 1) Ensuring 1) Enhancing the level of 1) Ensuring the basic
(100%) in 8-year education 100% secondary general 8-year education
completion rate education, higher completion by girls
of 8-year education, professional and boys in the
education by training, and promoting Region to the extent
girls and boys youth cooperation of 100%
2) Ensuring 90% enrolment in 2) Establishing the 2) Improving school
secondary education necessary infrastructure infrastructure in the
for the application of Region with a view to
reliable standards at all bringing them closer
the levels of education to national standards

3) Increasing obligatory
education and 8-year
education enrolment
rates

4) Balancing the offer
and demand through
consolidating education
in rural areas, improving
human and technical
resources

Reorganizing vocational
training in accordance
with the labour market
requirement

Different interest groups and main stakeholders at a local level took part in the drafting of the
Regional Strategies for Social and Economic Development. In numerous workshops and
round tables debate was focused on the NSSED, the MDG and the SAA, thus increasing the
awareness of the NSSED among interest groups and the public. In 2004, this process is
foreseen to take in eight other regions so that they can draw up their own Regional Strategies
for Social and Economic Development.

Areas in need of support in the future. While the process of incorporating regional priorities
into those of the NSSED has started, there are still several other areas that need further
support so as to ensure that these priorities are applied in concrete terms. The 23-24 March
2004 Conference “Towards European Integration and Achievement of MDG through the
NSSED” sponsored by the Ministry of Finance, produced many recommendations with regard
to the NSSED and the strengthening of its bearing on local development priorities and trends.

Generally speaking, the following areas require further support:

Full enforcement of the law for the decentralisation of the local government. The
regional councils have started to take on their legally recognised roles in terms of formulating
the regional development strategies, but it is necessary to improve and explain their role in
the budgeting process, and in the implementation and monitoring of the regional strategy. It is
not sufficient merely to incorporate the priorities of the NSSED into the Regional Strategies for
Social and Economic Development. Their implementation should be followed up. Under the
current legislation, the regional councils are responsible for the coordination and
harmonisation of policies pursued towards municipalities/communes with national policies.
The NSSED Department should employ the institutional mechanisms available to the regional
council so as to coordinate the monitoring and drafting of the NSSED Progress Report, while
further developing the capacities of the regional council. Potentially, the Ministry of Finance
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and the NSSED Department should provide technical support to local government structures
to ensure the enforcement of the NSSED at a local level. Moreover, the local government
functions and responsibilities provided for by law should be reviewed and enlarged, while
seeing to it that the role of the regional council in terms of local planning and implementation
and its function as the direct NSSED coordinator is duly incorporated.

Improvement in the local budgeting cycle and fiscal decentralisation. Having drafted the
Regional Strategies for Social and Economic Development and identified the needs to be
addressed, the regions should develop an inclusive mechanism to ensure that budgeting
(financial and human resources) complies with established priorities. Budgeting should not
only be limited to looking for and allocating funds to municipalities and communes by virtue of
the annual revenues. Budgeting should also allow for the contribution of the interest groups
(for instance, cooperation with the private sector and with the community itself) and donor
funds. The process of better harmonising coordination among donors, and achievement of
local mapping of donors so as to avoid overlapping of donations, is important to make sure
that the Government allocates funds on the basis of the regional development strategies.
Besides, looking into the specific needs of each and every region, these strategies should
generally stick to the same line as the NSSED priorities.

Finally, given that the local government budget is prepared, endorsed and administered by
the local government itself, at the beginning of the year, technical support should be provided
to local government in its effort to prepare the local budget, while it follows up the process of
budget planning with a view to ensuring financing for projects or programmes that have a
direct impact on the attainment of the NSSED objectives. Besides, local taxes are a very
important instrument conducive to local government revenues, and at the same time,
comprise the basis for local government autonomy. Local revenues could be better used to
achieve the NSSED targets if they are concentrated on funding the development projects
supporting the NSSED. For that reason, local government authorities should be involved in all
stages of the NSSED (planning, prioritisation, implementation and monitoring). It is essential
for local government to improve its capacities to increase local taxes — local taxes bring in
more revenues, which have a direct impact on the achievement of the NSSED objectives.

Local government may play a very important role in the areas of education, health and social
assistance, while sharing its responsibilities with the central government through the NSSED
contribution. Local government handles administrative matters, services, and investments and
plays a partly regulatory role pursuing the established policies and national standards. Local
government may allocate resources with a view to achieving high standards that benefit the
local community. A system focusing on fund compliance, which falls into line with the
implementation of projects supporting the NSSED priorities, is more likely to be successful.
Such fund compliance should not be based on ad hoc decisions. It should be an inherent part
of the national and local budget adopted by the Parliament and the regional council.

Monitoring and evaluation: Monitoring of progress towards the goal of achieving the
NSSED priorities contained at a local level should be improved. This process is synonymous
with the implementation of local strategies, and should not be considered as a specific task.
Supplementary indicators should be produced at a central and local level. Besides, the
INSTAT regional offices should be strengthened so as to enhance their performance in the
monitoring of these indicators and dissemination of data that are important to interest groups
and local government structures for the formulation of Regional Strategies and the monitoring
process. Moreover, civil society stakeholders may be included both in the drafting of the
development strategy and in the monitoring of its progress. Data collection through a pilot
project for the instalment of database systems, in cooperation with INSTAT, will be a fruitful
experience so as to move towards a better methodology to monitor the progress of the
NSSED priorities.

Developing the capacities: Developing the capacities of local government and interest
groups at a local level will help attach a local character to the NSSED, and should make a
crucial contribution to the process of the formulation, implementation and monitoring of the
Regional Strategies for Social and Economic Development. Given the numerous differences
in the capacities of the regions, a system for developing these capacities should be
established on the basis of the requirements of each region. This system will be put to test in
Kukés, Fier and Gijirokastra during 2004.
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CHAPTER 6 THE PROCESS OF
INVOLVEMENT, THE

INDEXES AND

METHODOLOGY OF

THE MONITORING

AND EVALUATION

SYSTEM

The monitoring and evaluation of the progress of the NSSED in 2003 was a process, which
involved civil society, Parliament, local government and interest groups. The NSSED
Department at the Ministry of Finance took several measures to stimulate its formalisation so
that it becomes part of the monitoring and evaluation system. Under the auspices of the
Government of Albania, which views the NSSED increasingly as a reference document for its
daily work, and on the basis of Decision no. 87 of the Council of Ministers, dated 19 June
2003 “For the establishment of leading structures for the implementation, evaluation and
monitoring of the NSSED”, all the ministries were involved in the system of implementing,
monitoring and evaluating the NSSED.

To give the interest groups the necessary space and time to contribute to the evaluation and
monitoring in the 2003 Progress Report, the NSSED Department was itself involved in
coordinating the participatory process, which the previous year was handled by the Carter
Centre. Building on last year’s experience, the NSSED Department at the Ministry of
Finances drew up a detailed agenda of activities, which ensured a successful drafting process
of the progress report, providing for the necessary spaces at all its stages. Hence, the
consultation process with civil society and interest groups and the attainment of a consensus
did not suffer from a lack of time, as was the case one year ago.
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INSTITUTIONALISATION OF THE PARCIPATORY PROCESS

The Directorate for NSSED coordinated the participatory process building through two main
channels: (i) the inter-ministerial channel, and (ii) the channel of partners facilitating the
participatory process.

22. Inter-ministerial Channel

This channel encompasses all the ministries involved in the implementation of the NSSED,
and in the evaluation and monitoring of its progress from a sectoral perspective. The progress
regarding institutionalisation of this channel varies from one ministry to the next. The
ministries which have long been involved in the process of institutionalisation - since as early
as last year - have fared well. They have cautiously identified the interest groups and the
stakeholders making their contribution to the relevant sectors, and have set up a database to
support dialogue among them. Drawing also on their experience from last year, these
ministries have improved the consultation cycle, expanding it over a greater length of time
and enhancing its quality.

Scheme 6.1: Functioning of Participatory and Consultation Process under the NSSED
Framework

Inter-ministerial Committee

Presided by the Prime
Min_ister

1

Inter-ministerial NSSED Group
Minister of Finances
Deputy Ministers in the line

ministries @
Ministry of Finances National CSO
Directorate for the NSSED Consultation
l Consultation groups
. from local government,

M & E Units in the
line ministries Sectoral CSO

private sector,
business, etc.

consultation groups:
health, education,

agriculture, rural
1 t, social i
development, socia from different

cher institutions \/ catogorics of
involved in this process

X population;
Bank of Albania,

Consultation groups

INSTAT, Institute of

Sacial State Service

An important step forward has been taken to improve the participation of civil society in the
policy development process. In the course of a long process of learning and implementation,
many of the ministries have succeeded in amending their progress reports on the basis of
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comments and suggestions coming from civil society. The Ministry of Environment, the
Ministry of Labor and Social Affairs, the Ministry of Education and Science, the Ministry of
Local Government and Decentralization, the Ministry of Economy, and the Ministry of Health
have revisited their prioritization of public measures on the basis of the consensus reached in
the course of consultations.

The ministries, which worked on the drafting of the NSSED's 2003 Progress Report,
encountered difficulties in their efforts to manage participation and reflect comments so as to
come up with a better policy formulation. With assistance from the NSSED Department, all
the ministries focused on enhancing the monitoring and evaluation unit capacities. In the 2003
process, the ministries involved their regional offices and institutions in the drafting,
monitoring and evaluation of the sectoral strategy. In their consultations with the Ministry of
Labor and Social Affairs and the Ministry of Education and Science, the regional office
employees put forward very useful suggestions and comments, thus providing sectoral
strategies with a local character arising from the reality at the grassroots. The regional offices
addressed the strategic vision of their relevant sector, and added their local perspective,
becoming part of the dialogue on policy development.

23. Channel of Partners Facilitating the Participatory Process

This channel encompassed all the national and international partners who facilitated the
process while focusing on upgrading civil society’s capacities to organize and develop
national development policies. The NSSED Department was in charge of coordinating and
managing this channel. All the partners — Carter Center, CESEDA, OSCE, OXFAM, SIDA,
SNV, Soros Foundation and the UNDP — contributed in a very effective way to ensure
coverage of the whole territory of Albania. The line ministries, grouped under the first channel,
limit the participatory process to Tirana alone, and involve solely civil society in the process
(except for the pilot ministries, which made it a regional process). For this reason, the
partners facilitating the participatory process centered on enhancing the civil society’s
capacities to draft development policies, and on improving their ability to be organized (the
case of UNDP, CSO groups).

CESEDA organized consultations in Tirana, mainly in its rural and suburban areas. OXFAM
held consultations in Shkodra, Lushnja, Pérmet and Vlora, involving rural forums, local civil
society and local government structures. Consultations focused on increasing civil society
capacity to develop and monitor policies relating to the agricultural sector and rural
development, and on recommendations on how to tackle the different problems of the fight
against poverty and of social and economic development. On 10 February 2004 and 12
February 2004, the Carter Center organized pilot consultations with the Ministry of Education
and Science and the Ministry of Labor and Social Affairs in Tirana, at which representatives
from civil society and academia and employees from the regional directorates of the
respective ministries were present. In the consultation held in Durrés on 30 March 2004, the
debate focused on the Ministry of Health Progress Report, and highlighted two issues that the
working group considered as sensitive issues for the District of Durrés. The consultation in
Vlora took place on 11 March 2004. It concentrated on private tourism development in the city
of Vlora. In Kukés, a consultation was organized on 6 April 2004, which underpinned
forestation as a necessity. The consultation that took place in Elbasan on 13 April 2004,
focused on the urban development of the city of Elbasan, the town of Peqin and at large.
SIDA, SNV and SOROS coordinated their assistance in consultation with the UNDP and
OSCE. The UNDP is supporting regional strategy development all over Albania. To that end,
a national CSO consultation group has been set up, along with sectoral CSO consultation
groups (health, education, agriculture, rural development, and social affairs), and groups in
local government, the private sector and business. Joining efforts with the UNDP, the
Directorate for the NSSED involved these institutions in a large consultation on the 2003
Progress Report concerning the twelve regions in Albania. The OSCE focused its activity and
assistance on the regional dimension of the strategy, and on the involvement of the
Parliament in the NSSED implementation process. The OSCE mediated to set up three
meetings in Vlora, Korga and Shkodra, with an impact on the Southern, Northern and Central
Albania respectively. The meetings aimed to bring together local government representatives
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at the prefecture, region, commune and municipality level, parliamentarians, civil society,
donor community representatives and members of the local government leadership.

Local Government Involvement

The NSSED Department, which considers the regionalization of the Strategy to be a valuable
process, drew on support from the OSCE to host regional meetings in Vlora, Kor¢ca and
Shkodra. The meetings were an attempt to create as much space as possible for the local
government to find a way of implementing the National Strategy in compliance with local
specificities and priorities. Despite the support provided by the hosts, the meetings in Vlora
and Shkodra failed to come out of the traditional frame of consultations that had preceded the
meetings in both these cities. The lack of capacity to identify local priorities or to develop
policies aimed at supporting local community development, and especially the tendency to
perceive the meetings as forums in which only complaints could be tabled, limited the
opportunity for these regions to identify their own objectives in the National Strategy. The
experience gained in Korga set a good example, which will serve to improve the process in
the other regions of Albania.

Parliament Involvement

In the context of efforts to prepare the 2003 Progress Report, a number of consultations were
held with Parliament, in cooperation with the OSCE, with a view to enlarging the scope of the
Strategy. Parliamentarians from the whole political spectrum attended the three major
meetings organised in Vlora, Korga and Shkodra. The Parliamentary Committee on Economy,
Finances and Privatisation has become part of the NSSED monitoring and evaluation
process. The present Committee has made a significant contribution to the identification of
the best solutions for improving the process. At the 2" Balkan Forum held in Thessaloniki,
Greece, in March 2004, the Chairman of the Parliamentary Committee on Economy, Finances
and Privatisation supported and highlighted the importance of organising, coordinating and
harmonising foreign assistance in complying with the NSSED priorities.

Coordinating and Harmonising Foreign Assistance

As part of its efforts to merge the three agendas (the NSSED, the MDG and the SAA) into a
single agenda, which will guide Albania towards sustainable development, the Government of
Albania established a technical secretariat to take charge of coordinating and harmonising
foreign assistance in accordance with the NSSED priorities.

Challenges Ahead

e Enhancing the capacities of the line ministries to better identify sectoral
objectives in support of Albania’s NSSED and its indicators, and to develop sectoral
policies which specifically address issues at a regional level as well as promoting the
development of the country as a whole.

¢ Improving approaches to consultation. Different regions have differing approaches
to consultation, resulting in varying degrees of success in achieving a participatory
process.

e Better identifying and balancing the interest groups. There is a risk that the
personal agendas of participants and interest groups will divert attention from the
principal focus of a consultation. The balancing of interest groups and the adoption of
a well-defined approach would therefore improve the performance of consultations.

e Strengthening the capacity of the media to ensure that they can more effectively
debate and contribute to the NSSED process.

e Ensuring that the whole Albanian political spectrum agrees to the document.

¢ Improving the quality of the identified indicators that will measure the progress of
the NSSED at a national and local level.
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INDICATORS AND THE MONITORING AND EVALUATION
SYSTEM

Monitoring and Evaluation Units

As part of the Government of Albania's efforts to make the NSSED a key reference document
guiding its performance towards social and economic development, in 2003 the Council of
Ministers issued Decision no. 87, dated 19 June 2003, entitled “For the establishment of
leading structures for the implementation, evaluation and monitoring of the NSSED”. This
established monitoring and evaluation functions at all the ministries. Drawing on the
experience in 2002, the Directorate for the NSSED introduced a standard methodology for all
the ministries to pursue, which could facilitate the drafting of the progress report.

In drawing up their 2003 Progress Reports, the line ministries employed the methodology of
prioritisation for the first time, and established the costs of their priority measures jointly with
civil society. Although prioritization is not an entirely satisfactory process — given that the
budgeting system in Albania continues to rely on mechanical methods and not on
programmes and projects (which was the biggest difficulty for the monitoring and evaluation
units, and the budget directorates at the line ministries) - it should nonetheless be
emphasised that this process provided a very good experience for the drafting of the Medium
Term Expenditure Framework.

International partners (the World Bank through the Trust Fund, DFID) are making an
important contribution to better identify the objectives and the performance indicators on the
basis of the results so as to render the NSSED progress more measurable.

Monitoring Indicators

Determining and maintaining indicators is one of the problems with the NSSED, although
improvements have been made in this respect. It is essential to define a complete set of
indicators both at a national level and sectoral and local level. The Directorate for the NSSED,
in cooperation with IDEA International (the company offering assistance to one of the Trust
Fund components), organised training for all the line ministries with a focus on indicator
identification on the basis of the results attained. This helped identify the initial basket of
indicators for measuring the progress of the NSSED at a national level. Irrespective of the
work done for the completion of the 2003 Progress Report, it still continues to be a priority for
the Directorate for the NSSED for the following reasons:

e The number of the indicators proposed by the line ministries is very high, and more
often than not they are not realistic;

e Few of these indicators offer a real measure of the effectiveness of the sectoral
policy;

¢ All indicators are measured by means of rather unreliable administrative data. They
often lack a baseline, or the latter is not properly evaluated;

e Standardisation of indicator measurement methodologies is non-existent, with
different institutions often coming up with different data;

e The indicators generally refer to a national level, with those referring to a local level
missing.
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NATIONAL AND INTERNATIONAL CONFERENCES

A series of national events have been organised to revitalise the participatory process in the
monitoring and evaluation of the 2003 Progress Report.

Under the auspices of the Greek Government, the World Bank, the International Monetary
Fund and DFID, the 2" Balkan Forum was held in Thessaloniki, Greece, on 29-31 March
2004, in which Albania, Bosnia and Herzegovina, Serbia and Montenegro, and the Former
Yugoslav Republic of Macedonia took part. The Forum facilitated the exchange of
experiences among the countries in the region. In advance of the Thessaloniki debate, with
support from ISB, two round tables were organised: “Participation in and Monitoring and
Evaluation of the NSSED Process” and “Correlation between the NSSED and the SAA”. They
were attended by representatives from civil society, academia, Parliament, the Ministry of
Foreign Affairs, the Ministry for Integration, and the donor community. Both debates
suggested ways of improving the monitoring and evaluation system and achieving a better
coherence among the three governing agendas.

The national conference “Towards European Integration and Achievement of MDGs through
the NSSED” was organised with support from the UNDP. At the conference, the Albanian
Prime Minister and members of his cabinet, and representatives from civil society, the line
ministries, the donor community, interest groups and local government reinforced the
Government of Albania’s approach of making the NSSED a fundamental document that
determines and guides the performance of both the Government, and also non-public
institutions and local structures.
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MINISTRY OF EDUCATION AND SCIENCE

The  structure, organization and
sectorial management.

Ministry of Education and Science founded
the Council of the MES composed of
sector experts. The delegation of ISP
responsibility to the Curriculum and
Standard Insitute and the Qualification and
Training Center for Education were
approved. The District Educational
Directorates were substituted with 13
Regional Educational Directorates (RED).
The National Educational Center started
functioning. Which assesses the rate and
quality of mastering the teaching
programs, of the final exams and
admission tests.

Decentralization: the  decentralizing
policy in the field of pre-university
education was drafted.

Competencies and responsibilities of the
capital investments were delegated to the
Tirana Municipality only.

Investments: the construction of 218
school buildings was completed, 42 of
which were newly built and 176 were
reconstructed. 272 schools were supplied
with teaching equipment. 63 schools were
refurbished in 28 districts of the country 7
of which are new.

Post-university education. The Strategy
of the pre-university education was
drafted. There was a shift from the system
4+4+4 into the system 5+4+3. The Project
“Teaching for all” was drafted.

The basic education:

98% of the registered pupils attended
school during the school-year 2000-2003
and 2% of them left school. The school-
books were given in use free of charge.
The standards of achievement for many
curricula were drafted and a new syllabus

was compiled based on the new
curriculum.

Secondary education

71 % of the pupils who graduated from
the compulsory education continued to
attend school. The absolute addition was
7700 pupils,1734 of whom attended the
vocational schools. Schools were supplied
with 170 new laboratories.

The secondary vocational education.
New classes were opened for 20
specialities in 19 districts of the country,
10 classes for teaching in Burrel,Puke,
Fier, Vlore, Permet, Tepelene and in
Tirana district. ; 2 foreign language
classes (English and French ) in Berati, 7
classes on the electricity subject in Berat,
Lushnje, Kucove, Ulez, Polican; 5 classes
for mechanics in Korce, Elbasan, Berat,
Kamez; 3 classes on construction in
Gjirokaster, and Berat, 3 classes on Agro-
business and economics in Lezha and 2
classes on sports in Durres. The main
lines of the curriculum framework were
drafted.

Higher education:

Albania became member of the Bolonja
process. 11897 new students were
admitted as full time sudents. The part
time system was opened with 5 506
students. New departments were founded
in the Universities of Tirana, Vlora,
Gjirokastra and Korca. The University
financial decentralizing standards were
drafted.

Scientific research:

The Cycle for Research and Development
National Program started for 6 main areas.

Support for vulnerable groups. The
Projects “Global Innitiative for Food and
Education” were implemented.

116



LI

euejuo Jad uone|dwoo Jo [aAs] .

*80UeINSUd uoljeuop aApoddns
10 3oeT Jusawuianob [eoo] pue ‘yzyq awos Aq ul paye|dwod jou Apnis ay] ‘poddns Jouuop jo 8oueinsu3-

'sj08foid mau jo Buiyelp pue sjosfoid joid ay} Jo uoisusixa ‘Aleuonsanb onsoubelp

"OQIN 8y} jo uonezjjeal
pue jooyos ay} ypm sdnolb pazijeuibiew ay) jo uonoeipe ayy Joy syosfoid joid
|euoljeu pue [eoo] jo Bunjelp ‘BuiAea| |00YdS 0} pes| Jey) Sasneod Jo uoleoyuapl

$00Z @y} Bumyelp 1o} ‘Y7 ‘Yd YIM ‘SUOHN}ISU| [eUOIIEONPT PUE JUSWUIBAOS) [BD07 8Yj} JO uonesadood Jo asealou|- 4 ‘sdnoib pazijeuiBiew Aq uoneanps oIseq ay) Joj 8dUBPUSHE |00YIS JO 8SEaIOU|

‘|leaoldde Joy Buneaw ay) paziueblo }o4 jou sey | HZHSAM aui- LHZHSJY 83 JO UoISIoep

002 ‘saioeded ueas|al ayy ypm dnoib Buppom ayy jo dn Bunyes- [ ay} uodn aapIWWO) ,00y-pe* sy} dn Bupeg/yoleasal Jy)USIOS Je SWIoeY
THS uum sanioedeo Bulieulploo9 Jusidlnsul ‘siojoe ay) Buowe uoneulpI0o9 JusIdINSU|-

'e3103| pue esseyolifo) ‘eloj ‘euell] ‘Aysianiun

0 sapIsianun ay} je pauado aq 0} parcidde aiom SaUYOUEIQ MBU JO SBLISS Y "S)UBPNIS 90G G SEM Jaquinu QUO UIYIM uonnqusip }86png ay} Jo Jauuew 8y} OUI doUsIBUa)Ul Bulpiore

uolssiwpe ay} alaym pauado sem walsAs awiy ped auy) swi) }sily 8Y} J04 "PajIWIPE I9M SJUSPNIS dwl} [N} pue saljnoe4 ay} je sjunodoe Jo Buiuado 1oy BUSYIO PUE SPIEPUE)S JO UONEINWLIO)

002 MaU /68 "L 1 ‘$0-£00Z Jeak-jooyos ay) Buung 038 ‘N3J ‘(ubialo} pue sino )sannsioAun Yum uopesadoo)- e ay] "ssaoold efuojog ojur diysiequiapy /uoneonpa Jaybiy ul wiojey eyl
Aunod

8U} JO SJOLISIP G Ul ‘UOIIEONPS [BUONEIOA U| Salji[e10ads g 40} pauado a1am S9SSE|D MaU puUE SOOI ‘pazijeas sem A1unod ayj Jnoybnolyy uonesnps Alosindwod

‘S90USI0S |eINjeU By} JOJ SBLI0YeIOqe| MAU 0/ | Yim paljddns a1am s|ooyds ( "uo1eonpa [eUoled0A 3y} ay} Jo sjidnd ay} 0} abieyo jo aaly asn Ul s)00gjooyds ayy Buiaib jo uonelado

ul woym Jo ¢/ | ‘@sow spdnd 0g2/2) uoneonpa Alosindwod ayy woJj pajenpest aney oym sjidnd ayy o %/ ay] "paledaid sem WNNOLIND MBU 8} UO paseq sngejiAs ay} pue spjaly BjnoLLIND

joeI)E 0} pabeuew SEM }| "%z Je dABS|-|00YDS JO uolonpal e yum sjidnd paisysibal 8y} Jo %86 : Uoleonpa Auew 1oy JUBWSABIYDE JO SPJEpUB)S 8U) ‘Pajjelp SEM ‘HJOMSWEL) WNNDLIND

olseq ay} je aouepuaje-jooyds ‘sdnoib jabie} pue sainyonuys Jueas|al ‘sjsijejoads yym uoiesadoo)- ¥ M3U 8y}: "uoneonpa AjsiaAun-aid 8y} JO S)USIUOD puB BINJONJIS BY} Ul SWIO)Y

‘wn|noLINo mau ay) Buoddns

. . . . sjelajew sjuapnis pue sjeuajew Buiyoesy jo uoneoslgnd “salyjiqisuodsal

'VZ "4V¥a 'SHI ‘MLYD Jo uojeziuebioay ‘jsassjul jusionsul ‘spuny jo Aousioyeq- Jeuoouny mau ay} Buualunod 1oy Aousioyoid Jels sy} Jo JUSWSdUBYUS BU) Je

‘uonesedald jo ssao0id ay) Ul a.e sjsie1oads uoeoNpa [eUOEI0A pue |elsauab ayy jo Bujurely uo Bulwie |9A9| [BUOBONPS pUE [BOO| PUE |B1USD e Je)s Buibeuew ay) Joy swesboid

109dS UOI}EONPS [BUOIEIOA 8Uj} JO JUBWISAJOAU] S} ‘SIOUUOP PUB SBISISAIUN ‘SHI ‘MLYVD Bujurely ayy jo Buiyesq ‘uoneonpa palinbai 8y} INOYIM S1ayoes} ay) jo Buiuiesy

002 100ds Jayjo pue 4y ‘suonnisul pazijeloads ayy yim uopesadood ‘sweibold z 8y} se ||om se [euolfal pue |esuad Yjog S|9Ad) |e Je sisieloads ay) jo Bujurel |
*sainpaoold Juens|al ay}
uo a6pa|MOUy| JUBIDIYNSU| "SPUNY JO 3OB| PUE SUOHNNISUI JBYIO B} YIm uoliesadood [eninw ayy ul Aouaioyag-

‘ymoub Ayoedeo auyj o} ojjesed ‘s108f0.d j0)1d 8y yum Buiuels

uel yaiym Bunojid jenpesb ayy ybnouy pasedaid sem [9A9] [e00] pUE [EJJUSD B UWLIOJDI [BIDUBUIL JUBAS|DI BY ] - WLIOJo1 [BIDBUI PUE SARRISILILUPE SU} JO UORR[EISS U} BIA ING ‘|9A3] [800] 9]

paulep alem SJA UIm suonelas pue Ayjigisuodsal |esjua9 Je Wiojal |[elouBUl 8y} JO uolezieay (dAYMD ‘MLYD ‘SMI) ‘suonnysul

‘salnNp‘snje}s ay) pue paye)s JOJOaS [BUONN}ISUI 8Y) PUE J0JOSS [BDO] Y} JO SUOIOUN) 8y} Joj uonadwod 8]BUIPIOgNS PUE ‘[9AS] [BUOKN}ISUI PUB [9A8] [BOO| ‘|93 [eUOIBal ‘|oAd] |esjuad

002 QY] "paulyep a1am [9As] [euoibas pue [Bljuad Je J0j}09s 8y} JO Suoiouny ay} ‘s Isuodsas pue sanng- [ JE suoloUNy J0JO8S By} JO UONEZI[eaY: WIO0Jd] J0}03S [eIOUBUL PUE SARASIUILPY

‘painsua uaaq aAey p|noys spadxa Jouuop ay} Yym Aoueynsuo)- “SIS}SIUIN JO [IPUNOD) BU} 1 JUSWINIOP 3U} JO [eroiddy

“$0 "JO syuow 9 Isii} 8y} Uo O By} Je pajuasaid aq ||Im }| “pazijeal S| yeip ‘sdnoub ja6ue) ayj |le Buowe ABajelys-}elp sy} Jo uoissnasip pue buiyelq ‘WD

€002 ay) Bulidwos Joy uoneynsuod ay] ‘10sfoid 43, J0 Juswn20op ayj Jo s|eob ayy yum paziuowley buiaq st j- [ ay) Aq |leacusdde sy pue uoneanpa Aysianun-aid ayy Joy ABajesns sy jo Bunyeiq
aul|peag s||epydoys uonejuswajdwi 10j SUOSEIY-

MaN sainseaw uoijejuawa|dwi- m~7 €002 410} suonjoe Jolid

M3IARY |enuuy-g£00¢ x13eiN



8L

"Juswaalbe uonesadoo) oy} Jo [erosddy pazijeul) Jou -UOIBIIUSOUOD |00YIS UO ApNis

8 "JUSWHWWOD WOy Judwulanob [eoo] sy Jo Jeanay "Buidueuly JO 30.| ‘SI00E JO JUSW)ILIWOD JUSBIdIYNSU|-

padinbai s| Buoueurq ‘welboid SAYVD ‘NI dU YIm

uonesadoo) ‘puny Alejes ayy wols asu Aed 9,8 ue jo uonejuswsa|dw) ‘g3 A1aas Aq Apnis ayy 0} Buipiodoe
UOI}BJ}U82U0D [00YIS JO UOBNURUOY "S8}el0}0all [BUOeONPT JUBASISI 8y} WO Joddns |ejoueuly yim

#00g  109foid 8y} jo uonejuswa|dwi "suonnyIsu| [euoneonpg pue vz ‘yq ‘Juswuianob [eoo] ay) yum uonesadoo)-

'$8U0Z UBqUN-Lad pue [eint 8y} JO JIUS] BY} JOj SBLIOHWLOP YJIM Uoieonpa
|EUOIIEDOA U]} JO S|O0YOS BA} 4O UOIONJISUOD JO BULIN}ONISaY "Hels [euoleonpa
oy} 10} Jeak sad Buunjonnsas Aed pue asu Aed %z | v "sauoz ueqin-uad sy}

Ul JUBIYSIQINBI [00YIS MBU JO UOIIENUIUOYD "B|]e|IBAE S| 90IAISS JO PUIy SIU} Jo}
SS800B 8J8UM SBUOZ G Ul UoleZI|IN Snq oy 10eloid ayj jo Bunoyd sy "suonnyisul
|euoljeonp3 8y} je suolpuod Bulyoes} sy} pue aINjonSelul 8y3 Jo Juswaroidu)

aulpeaq s||ej3i0ys uopejuawa|dwi 10} SUOSEIY-
MaN sainseaw uonejusawsajdw|-

€002 10} suonoe Jolid




6Ll

sjuaw)saAul panoidde 1ayi0 1z

0¥N3 ur Sayyo 29foid ayy jo spung 9z
w U1 186pnq S jUBWILIBI0L) By} JO SpUN4 o

uelolyE00 UojezZIoLd

hy senIsieAun ‘SIN z ‘uoljese|oep efuojog 8y} Yim 8oueldwod Ui 8INjonsis Ul SWIoyey

‘N3 ay3 ojul uoneiBajul [enpesh 10y days e se “Ty ul woyay ay} juonesnps JaybiH

a3 ‘san 4 Splepue)s uolen|eAs Jo uoniuyaqg

SMI ‘San 4 uol}eoNpPa |BUOIIEOOA U} JO WININDLLIND mau 8y} woddns jey) sjeusjew Bujuies| pue sjeusiew Buiyoes) ayj jo uoneolignd

(0514 SMI ‘san l *S)00Q)x8} Mau a3y} jo uonealgnd pue Buyeiq

SMI‘SaN l “B|NOLLND PUB 8INJONJ}S Ul SULIOJoy

SJU3jUOD puUE 3INJONJ)S Ul UOIEWIOY /uoljeanpa Alepuodag

vz'a3 ‘'san 4 sdnoub pazieuibiew ay) jo ymoib uonedioed jooyos je wie yoiym swelboud jo Buojd pue Bunyeiq

SMI ‘'SaN l *|00Y9s 0} UaIP|IYD dY} JO UOIOEIE pUE WIojal 8y} Hoddns 0} Juswanoidwi ejnoLIND

vz'a3 ‘san 4 ‘Buines|-jooyos 0} Aouapusy yum sdnoib pazijeuibiew ayy Aq uolzeoNpa dIseq 0} 8oUBPUSIIE- |00YDS J08)JE JBy} SI0JOE) S} JO UOIIEILIIUSP]

am ‘San L *SINJONJ)S [BUONRUIB)UI JUBASISI BY} 1B /43, dU} Jo uonejuswajdwi Joj uonesedaid

San l ‘uoneanpa Aysianun-aid jo Abajesis ayy jo |eaoidde pue Buiyeiq

*OQIN @Y} JO uoljezijeay "uoleanpa diseq ayj ojul uonedioiued Jo Juswadueyug "uoledNpPa diseg

'sau0z

9 oY 1203rodd Sayvo ‘san z uequn-uad 8y} pue |einJ auy JO JJIUSQ dU} JO) ‘SSLIOHWIOP UJIM UOIJEULIO) PUE UOI}EONPS [EUOIIEDOA JO S|00YDS aAl Jo dn Bumas o Buunionisey
0051 vz ‘a3 ‘o1 'san 4 "aInjonuiselul |0oyos sy jo Juswaroidwi BuiobuQ

00€ vZ ‘91 ‘San Z *SUONN}IISU| [BUOHEONPT PUEB JUSWUIBA0S [ED0T 8y} 0} uonebajap aousjadwod [enpelb pue uonezienusdssq

(0514 vZ'd3 ‘o1 € 'SS900E 92IAISS JO SEaJE Ul Uoljez||iin snq Joj 30afoid ay} Jo uoisuaxg

VZ ‘a3'91'san € 'sanss| J0}oas ay} Buinjos 1o} s,0dN PUe A1a100s [IA1D ‘sdnoub 1ebue} ay) yium uonesadood Jo uoljezijeuonnyisul

9eY ov.S ‘San l ‘siseq jo0afoid uo Juswabeuew |epueuly pue Buoueul ul Swioyey
a3 ‘san L "SUOIN}IISUl S}eUIPIOqNS PUE S|9AJ| [|e Je saljljiqisuodsal pue ‘sajousajadwod ‘sanp Jo uoniuyaq

*asn puny ui Asuald1yg / Jusawabeuew 10}0as pue uoljesisiujwpe ul Aoualdyyg puawabeuep waysAg ‘Burinjoniys ‘uoneziuebio

(S19W0  ,SPIED mNuwm_u:m uonnysul a|qisuodsay 37 suoljoy Ajoud a1gnd /saAnaaiqo

ue|d [enuuy-$00Z X1eN



0clL

VZ ‘a3 M1vO'San Z *(looyos) sunwwod/Ayediounw ‘|@Aa] uolnisul Je saiAloe BulAyenb ayy jo Juswaoueyuy

MLIVO ‘a3 ‘San z “yJom Buunp pue spom 0} wayy Buliy a10j9q sisijeioads uoieanpa [euonedoA ayy jo buiuiesy Bulobug

M1VO ‘a3 ‘san z ‘ssi|efoads [euoi}eonpa ayy 4o} 43 U} Pue M1 VD au} Aq Buiuiel; jo uonezijeas pue uoneledald weiboid

dva ‘san 4 ‘suoljez|uebio [euolieulajul pue 4dyd ay) Aq palayo Se s|aAs| [esjuad je yejs Buibeuew ayy 4oy joafoid Bujuiel; ayy jo uonejuswa|dw|

enb pue Bujuiesy ybnoiyy sysijeroads jo Bujuiesy /buipjing Ayoeden

1HZHSdY ‘'san 4 “dS auy jo Juswanoidwi uone|siba]

06 1HZHSdY ‘San 1 INJoNU)S Ul YoIeasal Jl1jusIos ay) JO UOIIBWLIOY

‘N3 ayj ojul uoneibajul |enpelb ay) 10) paemioj dajs e “Ys ay) Je wuoyay ayl /((¥S) yoieasay oyiualog

S1PW0 SPieD mN«wmuzm uopnysul djgisuodsay 27 suonoy Ajuoud a1qnd /seAndalqo




Lcl

palinbai Bujoueul4 26

sjuaw)saAul panoidde Jayi0 e

0¥N3 ul SayyO 29loid sy} jo spung 0¢

397 Jo suoljiw Ul }326png sjuswuIa09) 8y} JO spun 6z

Jusloe00 uojezjuold

'|ooyos 0} uaJp|Iyd

002 SYI ‘SaN L Y} Jo uoioeI)e pue wiojal 8y} Buinoddns Juswenoidwi wnNoWIND

‘Buines|-jooyos 0} Aouapua} ypm sdnolb pazijeuibiew ay) Aq uoieonpa

002 vz 'a3 ‘'san 4 OIseq 8y} 0} SdUBpUSHE BUj} Jo9jje ey} SI0j0e} 8y} JO Uohedyuap|

‘sainjonss

002 am ‘san L Jeuonjeulajul Ui josfoid 43, 8y} jo uoneuswaldwi ay) Joy uojjeledald

002 San 1 uopjeanpa Aysiaalun-aid ayy uo Abajels ayy jo Buyeiq

OAIN @Y} JO uonezijeay "uonesnpa siseq ul Yyymoib uonedidiped/uoneonpa oisegq

'S8U0Z UeqIn-1ad 1o [enJ BY} JO JYIUS] Y} JO} SBLIOYWIOP Y}IM UOew.o}

0001} 0001 002 109foud S@YVD ‘SaN z PUE UOI}EDNPS [BUOIEIOA JO S|OOYIS DAl JO UOI}ONISUOD 10 Buunjonisay
0008 002 VZ ‘a3‘swuianob [eoo] ‘SN z aInjonJjselyul |ooyds ayy Jo Juswanoidwi buiobuQ

'sau0z

0652 5002 z abejuenpesip pue s1ayoesa)} sy} Joj uoijesuadwod [eloueUl JO 8SeaIoU|

*SUONN}IISU| [eUOIIEONPT PUE JusWUIBA0B

00zl 002 VZ ‘a3‘uswuianob [eoo ‘SIN z |e00] ayj 0} uonebajap sousjedwod [enpelb pue uoneziesuadsq

uaipliyd Ajwey Jood auyy

000€ 5002 ul4 “UIN ‘HSYIN z 10} 19x0ed |ebs| poddns |eloueul 8y} jo uoiejuswsa|dwi pue uoneledaid

00zl 002 VZ ‘Y JOPUdA "d [ 'SQUO0Z SS9J9B 9IIAI9S Ul UOIeZI|IN Snq Joy }oafoid ay} Jo uoIsua)xg

‘swa|qo.d J0}08s 8y} BUIAj0S 10} ‘OdN

002 VZ ‘va Jopuap "d ‘HSYIN [ pue ‘Aja100s 1A ‘sdnoub j1eb1e) ay) yim uonesadood Jo uonezieuonnyysul

oVl 09622 002 HSVYIN L 'siseq j0aloid uo Juswabeuew [eioueuly pue Buioueul Ul SWIORY
‘suonnyisul 8jeulpio-gns

002 va ‘HSYW L puE s|aAg| ||e Je sanjiqisuodsas pue sa1ousledwod ‘sannp Jo uouyag-

suonnysul 8)eulpio-gns pue

002 va ‘HSYW L S|9A9) ||e B J0}08S By} JO Uoljewlojal [enpIA ‘|en}daouod pue Buunjonssay

*asn puny pue Juswabeuew 10}09s ‘uonessiulwpe ui Aoualdy)g Auswabeuew waysAg ‘Burinonis ‘uoneziuebio

e eS1euo 0cSP1BO S«mm_u:m_ aulpeaq suopnysu| ajqisuodsay s suoljoy Ajoud a1gnd /saAnaaiqo

ue|d w9 1-plN-L002-¥00¢C XI43elN



acl

‘(jooyos) ‘@unwiwiod ‘Ayjedioiunw

002 VZ ‘a3 MLVO'sSan 4 ‘[9A8] [BUOHNYSUI B SBIAOE UOhEDIEND BU) JO JusWwadueyul

“jJom Bulnp pue siom 0} wayy

002 MIVO ‘a3 ‘San z Buliy a1059q sjsijeroads uoneonpa [euol}Ed0A 8y} Jo Bululesy snonunuo)

‘sjsi|efoads [euoleonpa ay}

002 MIVO ‘a3 ‘San z 104 03 pue Y1V au) Aq uoneziuebio Buiuiesy pue uonesedaid weiboiq

‘suoneziuebio [euoijeusajul pue 4y Aq paiayo [aAs]

0091 002 4va san 4 |esyuao je yeys buibeuew ay) Joy weiboid Bujuiely ay) jo uoneyuswa|dw|
uonesyljenb pue Buuiesy ybnoayy sisijerdoads a0y yymoub asusjadwod jyimosb Ajoeded

1002 1HZHSdX ‘'San € SpJepuejs uoljen|jeAs YS dyj Jo uoniuyeqg

002 1HZHSdX ‘'san 4 uoneysiBal YS ayj Jo Juswaoidu|

0Sk 059 002 1HZHSdX ‘'san 3 '2INjoNJ)s Ul Yydseasal JljusIos ay) JO UOEWLIOY
*N3 ayj ojul uoneibajul [enpelb Joj piemio) dajs e Se ‘Y Ul SwWI0aY /(YS) YoIeasal oy1ualog

1002 Jo)eNsIaNUN ‘STN [ SpJepue)s uoljen|eAs Jo uoniuyaq

5002 1A)1s18AIUN By} L z WwIN[NOLIND Ul SWIo)aY

%002 Ausianiun ayy ‘san z uoljese|oap efuojog ayj yym adueldwod ul 81NjoNJs Ul SWLoeY

*SJUSJUOD Ul PUB 8INJONJ)S Ul ‘SBIUN0D NJ By} JO UoleoNpa

001 1002 Aysianun 8y | ‘San z J8yB1y 8y} yum juuswayoeoidey "uoneonpas Jaybily jo uonewlojey

‘N3 ay3 ojul uoneabayul [enpelb 1o) paemio) doys e se “Ty Je w0y ay| /uonesnpa 1aybiy

002 a3‘'san 4 ‘SpJepuejs uojen|eAs ayj jo uoniuyeq

*UOI}EONPAS [BUOIIEOOA 8Uj} JO WN|NOLLND MBU 8}

002 ‘SMI‘San z yoddns yoiym sjeusjew Buiuies| pue sjeusiew Buiyoes) ayj jo uoneolqnd

008 0001 002 SMI ‘SaAN 3 $4004|00yds mau jo uoneaiqnd pue Buyelq
002 SMI ‘SaN 3 winnaLLINg Ul swiojoy

002 SMI ‘SaAN 3 "SNQe|AS pue 2INjONYS Ul SWLOY

S)U3jUOD puB 3INJONJ)S Ul UOIJEWIOdY/uol}eonpa Alepuodas

‘sdno.b pazijeuibiew ayj Jo |ooyods

002 vZ ‘a3 ‘san 4 ojul ymodb uonedionsed e Bujwie sweiboid ay) jo Bunojd pue Bupelq

oA S42Wo ocSP18D augwmv:m auljpeaq suopnyysu| a|qisuodsay s suooy Ajoud 21gnd /saAnaailqo




€l

%T  %EY %2l %8€ %8€ uoneanps Aiepuooss ul uoessibal % JoN
%E6 %6 %¥6 %16 %18 uoneoanpa Jeak g ur uonessibal % 18N
%16 %26 %€E6 %68 %98 81942 ybiy ayy ur uonexsiBal % JoN
%S6  %.L6 %96 %E6 %9L 91940 moj 8y Ut uoneusifal % JoN
wan ey
%216 %216 %G6 %S6 uoneanpa Jeak g sy} ysiuly oym soq Jo %, spewixoiddy
%86 %96 %96 %16 uoneanpa Jeak g sy} ysiuy oym spib Jo % srewixoiddy
¥z 9z 9z 892 9z a[9Ao ybiy sy} ul woouisselo/idnd ssepd jo 8zIg
Lze €ze §ze 1ze ST 81942 Mo 8y} Ul woosseo/idnd ssejd Jo 85
0c 6l 61 8l 1l uoneonpa Alepuodas ay} je Jayoeay |idnd onel sy
g9l 9l €9l €9l z9l 81040 yBiy sy je Jeyoesy idnd ones sy
€Z 44 Lze vze vze "810A0 moj ay} Je sayoeayidnd oney
%96 %96 %V6 %€E6 uoljeonpa A1epuodas ayj Je aduepuajie |0oyos
%86 %86 %216 %6 |ooyas Asejuswiajd sy} Jo 81040 YBly sy} Je souepushe |00YdS
%66 %86 %.6 %86 |ooyas \Cm«cwr:w_w ay} jo w_o>o MO| 8y} Je 8duepusaje |[00yog
%0 %0 %0 %0 %81 %02 %02 $00g-|00y2s Jnoyym uoieonpa Alojebliqo syj e sjidnd jo abejusoed
%18 %E'98 %Z'G8 %b'v8 %1€8 %9°18 %68 %E VL "S3IN 8y} Ag paunbau spiepuels ay) yim salduwiod Jey) s1ayoes) 8Ul O %
%08 %9'8. %v'LL %G'9.L %Z'9L %1'GL %L %E vL "apelb 8 8y} 10} uonEDIEND JUBASISI BU UM SIBYOES} JO %
%S9 "0 %S9 "0 %89 0 %81 L %LE L %8S 'L %90 ‘2 196pNg SIIN B} JO % SE $400G-00YS BY} 10} Juswwianob sy Aq Apisqng
%L € %P '€ %P € %20 '€ %18 °C %26 'C %2 '€ uoneonpa Joy Juads sbejusolsd dao
1002 9002 S002 002 €002 2002 1002 w:__%MMM sJojedipuj

slojesipu] Buriojiuo



MINISTRY OF AGRICULTURE AND FOOD

Agricultural land protection and
management. The chart organization of
the administrative sections was changed
for all the 12 districts of the Republic. The
updating process of 17927 properties
register was completed in 18 cadaster
zones and work in 35 cadastre zones is
still going on. The Law on Land Protection
was drafted. Irrigation and drainage
system management. The irrigation and
drainage system of Korca plain was
rehabilitated. In the districts of Lushnja
and Vlora the artificial irrigation system
was rehabilitated. 211 SHPU have been
set up covering a service surface of 110
604 ha. 180 000 ha land surface was
transferred to the SHPU. Agricultural
mechanization. New equipment was
provided with the 448 millions of lek grant.
Agricultural inputs. Chemical fertilizers.
The variety and quantity of fertilizers used
were increased. Seeds: Ongoing
improvement of the legal framework for
seeds and seedlings, and that of the
private sector industry for the seed
production. Farming production. The
artificial insemination was completed in 40
% of the cow population and 485 centers
of cattle artificial insemination are
functioning. 313.126 farms of milk
production were created. 16 buffalo’s
farms are state-subsidized.

Scientific research. 38 projects financed
by the Ministry of Agriculture and Food are
being implemented and 11 projects are
financed by the national program
”Agriculture and Food”

Counselling Service 54 new Agricultural
Information Centers are being used. 3025
activities in total have been realized; 263
new titles and prospects and 2333
brochures have been published, etc.
Agro-Processing Industry. The total
production value is 33.914 millions lek with
an increase of +10%. The legal framework
for the Plant and Plant Sowing Materials
Protection was drafted. The expenditure
for fight against grasshoppers was
reduced by 50 %. Animals Health
protection. Regulations were approved
on:the pseudo-pest disease among fowls,
brucelose check up among the sheep and
the mad cow disease (BSE); on eggs
exports and medicine trade, on bi-valvular
moluscs, on residues in products of animal
origine., 1500 veterinary licenses were

issued and 1,7 millions lek were obtained.
Food control and quality. The legislative
framework on food was completed. The
status of regional laboratories and the
technical and methodological support were
defined, etc. The regional laboratories of
Durres and Vlora for food control were
provided with equipment and electronical
devices. 18.000 controls were undertaken
and there were 172 administrative
violations found. Fines value reached the
amount of 4.060.000 and destroyed goods
were 3890 kv. The number of analyses
made was 36.570; the number of new
licenses issued was 370; the number of
renewed licenses was 1702. Controls
have been undertaken on raw materials
and auxiliery material of the food industry
during the food processing as well as for
the instant products.

Improvement of Agro-food Products
Marketing.

The agricultural, farming, fishery and agro-
industry producers which meet the criteria
for their products to be exported were
identified. The construction of wholesale
market of the food products was
completed in Lushnja. In Korca District nr
3 rural markets were completed.
Fishing and Aqua-culture. There are
ongoing activities in Ohrid Lake, in
Saranda, Butrint Lagoon, Divjaka, Vain,
Kune, Patok, and Vilun. The first phase for
the establishment of Fishing Management
Organizations in Vlora and Saranda was
finalized. Approximately 1.4 million fish-
beds were distributed. The excise tax for
the fishing ships was abolished. The trout
and shrimps cultivation were raised and
the production in 2003 reached the
amount of 70 ton compared to the 15 ton
in 2002. Forests and pastures. 5
management strategies of public forests
and 23 management strategies of
communal forests were drafted. 68
thousand ha have been inspected in 21
municipalities. 265 ha of land have been
forested, 1285 ha forests were
rehabilitated, 220 ha pastures were
rehabilitated, 28 pieces of arable land
were constructed and repaired and 5100
m3 of mountain dams were constructed.
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MINISTRY OF JUSTICE

Improvement of the legal and
institutional framework: Infrastructure of
Heavy Crime Court was founded to
rehabilitate the juridical infrastructure and
to set up and maintain of the informatics
infrastructure in both levels of courts.
Ministry of Justice and both levels of the
courts are connected through informatics
network. The institutional management
capacities were strengthened and court
issues were automated. Statistical
information exchange was computerized.
An assessment on judicial infrastructure,
current staff skills and needs was made.
An assessment for the implementation of
the projects in the pilot courts was made

During 2003 was took a legal initiative, on
electronic management court issues,
which defines clear rules for the managing
functions in the courts. An assessment of
the current manual system and
identification of further steps that would
enable transfer into electronic system was
made. Controls in courts of Kukes
Shkoder Korce Pogradec Sarande,
Gjirokaster districts and in the Court of
Appeal Durres were strengthened.
Controls took place in Courts of Durres,
Vlore and Fier specifically on penal issues
as: llicit trafficking. The Directorate of
Inspection from the Ministry of Justice has
also controlled the legality of the
prosecutors’ activity in Durres, Vlore,
Kurbin, Gjirokaster, and Sarande, specilay
for cases to which was completed
investigations and procedures was not
started. While it is concluded that the
judiciary independence has marked
progress, although not yet in the required

level, it is assessed that this
independence, has not been associated
proportionally with the performance growth
and system fairness.

Improvements in legislation and rules
implementation including their
publication: Institutional Enhancement for
every level and for every court (specifically
in the high levels such as the Supreme
Court, Supreme Council of Justice, and its
inspectoriat, the courts of appeal. Increase
capacity building through traininig and
increased role of the magistrate school.
Improvement on the conditions and means
at the judiciary disposal were made. A
slight reduction of the appeal level is
noticed as viewed at the court statistics as
compared to the previous years. Whereas
the most evident effect is the rate
reduction of the refusal and/or cancellation
of the verdicts from the courts of appeal by
the Supreme Court meanwhile, the rate of
District Court case refusal by the Courts of
appeal has not reduced.

Notary  and Advocacy  Service:
Reorganization of the executive system.
Three training activities have been
undertaken and new and more qualitative
staff recruitment is on the way. There is
control enhancement, procedures have
being clarified and uniformed and a more
efficient cooperation with the state
structures is ensured. As a consequence,
the rate of the execution of the judiciary
decisions by the executive offices, has
reached 50% of cases compared to the
15-20% cases of the year 2001, before
starting the reform.
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MINISTRY OF FINANCE

The current expenditure for the end of the
2003 year was 169.7 billion lek or 22.8%
of the GDP. Expenditure has increased by
15 billion lek from 2002; though as a
percentage of GDP it remains at a similar
level. Interest expenditure has increased
by 3 billion lek (4% of the GDP) against
planned. Expenditure for the social
institutions for social and health protection
was on target at 44.8 billion lek. Local
government spending was 1% under spent
as a result of a 5% shortfall in revenue
collection. Payments for unemployment
checks and economic aid were 8.8 billion
lek (91% of planned expenditure) in
comparison to expenditures of 8.7 billion
lek in 2002.

Capital spending in 2003 was 62% of
planned expenditure and 4.1% of GDP.
Capital spending on internal investments
by the end of the year was 18.3 billion lek
(2.5% of GDP) against planned
expenditures of 21.2 billion lek. The
shortfall was due to the late submission of
investment projects The Ministry of
Finance has taken precautions to ensure
this does not happen again, by requesting
that the Line Ministries present their
investment projects along with their budget
requests. Foreign financial investments for
2003 were 12.1 billion lek (1.6% of GDP),
less than 50% of initial planned
expenditure (by around 16 billion lek).
There are two reasons for this, firstly poor

initial projections, and secondly the lack of
absorptive capacity by the appropriate
ministries.

Department of Education expenditure for
2003 was 21 billion lek (2.82% of GDP),
an increase of 2 billion lek from 2002. The
government budget for the Department of
Education has increased in 2003 from
8.9% of the 2002 budget to 10.5%.

Health Department expenditure for 2003
was 13.2 billion lek (1.77% of GDP), an
increase of 1.3 billion lek from 2002.
General public expenditure has increased
from 6.2% to 6.6%. Increase in Health
Department spending in 2003 was a result
of an increase in current expenditure.
Capital expenditure remained constant.

Transport and Communication Department
expenditures in 2003 were 12.3 billion lek
(1.7% of GDP) down from the planned
13.6 billion. This was mainly caused by a
reduction in planned expenditure in foreign
financial investments.

The Department of Agriculture
expenditures for 2003 were 5 billion lek
(0.7% of GDP) against the planned 7
billion. This failure to accomplish the plan
can be attributed to spending only 1.2
billion lek of the 2 billion allocate from
foreign financial investments along with
reduced expenditure against governmental
budget.
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MINISTRY OF ECONOMY

Establishment of the Credit Guaranty
FUND of SME: In the framework of the
Italian government’s project grant, which is
being executed by the European Training
Foundation, has been worked on drafting
the guarantee credit-scheme for SME,
which will be finalized in the year 2004
with the establishment of the Credit
Guaranty FUND of SME.

Establishment and enforcement of
Business institutions. In this framework
Albanian government has been drafted
and approved three legal packages on
establishment and functioning of three
business supporting agencies accordingly:
Foreign Investment Promotion Agency
(FIPA); SME-s Promotion Agency, and
Exports Promotion Agency. These
agencies have been made totally
functional during the year 2003.

Elimination of business bureaucratic
barriers: Ministry of Economy with FIAS’
Technical Assistance has been realized
the study on defining the business
bureaucratic barriers, as well as measures
to be undertaken for their elimination. In
this framework, the Government has
approved Business Bureaucratic Barriers’
Action Plan, which is now under process
and will continue to be implemented.

Reduction of the Informal economy:
The government of Albania in partnership
with Organization for Economic
Cooperation and Development (OECD),
has taken the initiative to develop a study
which will be made concrete in 2004,

through a concrete measures program for
further minimization of this indicator.

Increase and strengthen the efficiency
of Business Advisory Council. Re-
organization and improvement of its
functions. Based on the Albanian
community  business demands on
enforcement and further cooperation
improvement between business
community and the council with iniciative
of Prime Minister on 23. 01. 2003, a new
order, "Council reorganization and the new
functioning Statute” has been approved

The adoption of the European SME
Card. This is one of the main elements of
the EU Stabilization and Association
Process. In this framework, the priority
objectives for 2004 have been set. Which
are being monitored and followed by the
European Commission

Establishment of the Independent
Competition Authority: Albanian
Parliament has drafted and approved
“Competition Law”, according to which the
Independent Competition Authority will be
created. The Competition Policy
contributes positively in the process of
transition and structural revisions, by
increasing chances for a healthy and
progressive economy.

Finalization of the Free Trade
Agreement with region’s countries. All
agreements have been finalized within the
appointed deadline and first positive
effects are being experienced.
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MINISTRY OF INDUSTRY AND ENERGY

Electrical Energy Sector: short, medium
and long term development and
restructuring policies were drafted for this
sector until the year 2015 to meet the
European Union standards and those of
the open competitive market. The
National Strategy for the Energy was
drafted and approved. This identifies
concrete steps, which will be taken in this
sector until the 2015. The law No.. 9072,
(22.05.2003) “For the Electric Sector” was
passed.

Hydrocarbons Sector: Around a 10%
increase in the production of crude oil and
gasoline was achieved for the year. In
2004 an increase of 430 thousand tons is
predicted, up from the 398 thousand tons
which were produced in 2003. Nineteen
Hydrocarbon Agreements were signed for
crude oil research with foreign companies
and US$350 million was invested. The
legal framework for licensing for
processing, transportation and the
exporting of crude oil, gas, and their sub
products was agreed.

Mining Sector: 379 permits for mineral
use and research were granted. The
process of closing fully utilised mines
along with the privatization of their assets
continued. Concessions have been
granted for30 mines and 7 Mineral
Companies, (3 mines, 2 chromium plants,
1 enrichment factory, 1 selection impl.).
110 Mineral Use Permits have been
issued for 44 subjects, 70 Mineral

Galleries along with their assets (about
278 buildings machinery etc.), capital
transfer for 10 construction buildings of the
local government and KESH. For the
Copper branch: have been closed and
transferred to the privatization process 48
mining assets and two of them have been
privatized. Under concession three Copper
Plant (in Rubik) one mine, one enrichment
plant (soc. BER-ALB) one demolition
company (Copper Plant Lag¢) and under
capital transfer 13 construction buildings of
the local government and KESH. In the
branch of Iron-Nickel have been closed
and undergone the asset privatization
process 13 mineral companies. In the
branch of Coals: have been closed and
gone through the privatization process 35
mineral assets (mines, enrichment
factories etc) six usage permits have been
given and also their assets have been
leased.

Industry Sector: A study was conducted
on the possibility of constructing industrial
parks. V.KIM No. 398, (13.06.2003)
removed the process of licensing
agencies, which invest and operated in the
non-food industry. Economic analysis
concluded that the industrial sector will
improve in the metallurgical field, shoe-
leather, confection, and wood, where for
the 2003 the volume of product sold has
been increased with 9% more than the
year 2002. This production increase was
accompanied by an increase of the work
force by 4% as compared to 2002
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MINISTRY OF EUROPEAN INTEGRATION

During 2003 seven rounds of negotiations
out of which three political rounds and four
technical rounds have been held. Have
been negotiated 71 articles (out of 135
articles which are included in the draft
MSA). 25 articles out pf 71 are open for
analyzing. The rest of 46 articles per
concluded in general. Still remains 64
articles to be negocieted in the nexst
round. Six appendix have been negociated
and remain to be negociated one.
Negotiated annexes 6, there remains one
annex to be negotiated. The total number
of proposed annexes in the MSA draft is
seven, but the final number of the annexes
is subject of negotiation. The negotiated
protocols amount in four remaining other
two for further negotiation out of total of six
proposed protocol on MSA draft. Exact
number of protocols is purpose of
negociations. In December 2003, it has
been agreed and ratified “The Agreement
of Re-admittance in the community of the
unauthorized people”. The report of the
European commission for Albania during
the year 2003 constitutes an important
decision in the focus of our obligations to
monitor the process of Association and
Stabilization. Being concentrated in the
priorities given in the report for the 12
coming months. The Ministry of European
Integration has evidenced with realism and
objectivity the progress that has been
made. In the year 2003, in framework of
the Trade Agreement and the economic
Cooperation with EU there has been held
Sixth Meeting of the Mutual Committee
Albania-EU and also three working groups
meetings, respectively of economy and
finance, the Infrastructure and the
Agriculture and Fishing. The working
groups are a technical monitoring
instrument which are very important, since
in their fundaments lies the mutual

exchange of information between Albania
and the EU. Estimating in this way the
existing situation, identifing all the
institutional and legal problems which exist
in the lowest technical levels of the state’s
administration and there are being
identified the directions for addressing
these problems. The main financial
instrument in support of the process of
Stabilization and Association is the
CARDS program which is being managed
and coordinated by the Ministry of
European Integration. The main progress
in the CARDS program during 2003 are
the ratification on February 2003 of two
Financial Agreements in the framework of
the regional and national program cards
2002 for a total of 88.4 Mil Euro €. The
ratification on December 2003 by the
Albanian Parliament of the two financial
agreements of the CARDS 2003 program
for a total of 78 mil euro and also the
beginning of the drafting of CARDS 2004
program for a total of 58,5 MIL Euros. In
the framework of the approximation of the
legislation during the year 2003 there have
been prepared the bases for the
necessary legal and legal subparts
framework about the approximation of the
legislation by defining the role, the
functions, the competences of institutions
that are included in the process of the
approximation of the legislation. Also the
procedures and the necessary
methodology to harmonize legislations.
Also, there have been prepared the
necessary regulation in the law 9000,
dated 30.01.2003: For the organization
and operation of the Council of Ministers”
and also VKM nr. 584, date 28.08.2003
“For the approval of the statute of the
Council of Ministers” setting thus the
fundaments of norms for approximation of
the legislation process.
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MINISTRY OF CULTURE YOUTH AND SPORTS

The following laws have been drafted and
approved: Law on Cultural Heritage, Law on
Subventions, Law on Concessions, Law on the
Adherence of the RA to the Universal Copyright
Convention, Law on Libraries, Law on Some
Supplements and Amendments in the
Cinematography Law. In addition, were drafted
the bills on sports; on copyright in RA and the
adjoining rights; and on the book in the RA.

The Foundation of the National Institute of
Photography -MARUBI; On the Establishment
of the National Restoration Council and its
Regulation; the Standard Regulation on the
Administration of Castles and Fortresses; On
the Proclamation of the National Day of
Cultural Heritage; the Regulation of the
Functioning of the Board of Butrint; The Annual
Agreement of the Member Institutions of the
Board of Butrint; The Draft-Regulation of the
Office for the Administration and Coordination
of Butrinti; the Statute of the Institute of Cultural
Monuments; the Statute of the National History
Museum; the Statute of the National Center for
the Inventory of National Properties; the Statute
of the Museum of Medieval Art in Korca; the
Statute of the National Museum “Gj. Kastrioti
Skénderbeu”, Kruja; the Statute of the National
museum “Onufri”, Berat; the Statute of the
National Folklore Festival Gjjirokastra 2004; the
Regulation of the National Restoration Council;
the Regulation of castles and fortresses;

Cultural, material and spiritual heritage:

Material heritage: the computerized
cataloguing of cultural monuments, under the
administration of national cultural institutions;
the creation of the registry of lost objects; the
reassignment of cultural properties under the
administration of the National Park of Butrint
(three sculptures); the establishment of the
Museum Center, for the purpose of training
workers and specialists of the national museum
network and as an information center. Non-
material property: the consolidation of the
national scheme of the organization of
characteristically national Folklore Festivals;
the extension of the structure and contents of
the musical compilation “National Heritage in
CD” (lab iso-polyphony and tosk iso-
polyphony); the organization of the national
ethno-folkloric concert and “The Typical

National Folklore Festival of Folk Musical
Instruments” and “The Typical National Folklore
Festival of Iso- polyphony” on the occasion of
the beautification of Mother Theresa (Tirana);
the project “The Dibra Chamber”, (Peshkopi);
the project “The Dukagjini Sofra” (Tropoj€);
“The Russian Ballet Night”; the typical national
folkloristic festival of the folk Albanian urban
song (11-14 Mars); the project: “The National
Meeting of Folk Instruments” (Gjirokastra); the
project : “The National Folklore Festival CIOFF
2003” (Pérmet); the publication “Kruja City
Songs Through Years”; the typical national
folklore festival of rhapsody (Lezha); the
participation (the Gramshi folkloristic group) in
the international folklore festival in Byjyk
Cekmexhe (Turkey); participation (the Myzeqe
Ensemble of Fieri) in the international festival
in Balcoca, |zmir, Turkey.

In the field of theatre the following projects
have been organized: the International Theatre
Festival “Butrinti 2000”; the National Acting
Festival; the International Festival of Alternative
Theatre “Skampa 2003”; the wide-national
puppet festival “Xinxifillo”; the Festival of
Balkan Comedy in Korga, the staging of the
play “The Unburned Log”, by director P&llumb
Kulla, as well as the play “Power” (with the
participation of Albanian artists that live
abroad.) In the film field: the first edition of
Tirana Film Festival, the participation in the
Medfilm Festival (ltaly). In the music field: the
National Festival of Songs for Children, the
Third Chopin Festival, the Festival of New
Albanian Music, the Concert on the Occasion
of the Beautification of Mother Theresa, the
International Violin Competition”; the
announcement of the “Muse” prices for the best
modern musical composition. In the field of
visual art: the National Competition for the
Statue of Mother Theresa; “Onufri” competition,
“Marubi”  photography  competition, the
exposition “November 6”, the week of Albanian
culture in Denmark (the polyphonic group
Ergjéria (Gjirokastra), the group of the
ballerinas of the Dance Academy, Albanian
cuisine; (picture exhibition); exhibition of the
national Albanian costumes and the screening
of a film on Albanian traditions and cultural
heritage (Geneva, Switzerland).
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NATIONAL INSTITUTE OF STATISTICS

Legal framework. New statistical law,
“For the Public Statistics”, has been
drafted. National statistical program in
accordance Agreement of Stabilization
and Association and in line with SAA,
NSSED and MTEF has been drafted.
During 2003 was analyzed program of the
statistical works, were planned human and
financial resources and was drafted
memorandum of understanding with line
ministries.

Social statistics: following on the work
made during 2002, in 2003 INSTAT has
improved quality of the social statistics and
has better coordinate other administrative
data collector agencies. Due to the delays
occurred during the implementation of the
civil office program the above-mentioned
task failed. The standard living conditions
sector, labor force and education, has
fulfilled the tasks of information.

Economical Statistics: INSTAT has
cooperated with the other agencies,
mainly the General Customs and Tariffs
Office. The combination of the three
sources has made possible the realization
in time of the objective and carry out
correct information for users.

The improvement of the statistical
means: There have been improved

registries, nomenclatures and programs of
data processing. There has been daily
updated website and systematically
attended the media relations.

Panel survey of LSMS 2003: it has been
accomplished during the months May-
June. Were 1782 families, selected by
LSMS 2002(3600 families) took part in
LSMS 2003. In the panel questionnaire
has been included information on the
demographical  situation, the living
conditions, long-term equipment,
emigration, education, communication,
health, job market, public and private
transfers, and subjective data on the
economical situation of the family. By
using CSPro application was enable
electronic data entry. Data clinging
process started and the database was
designed. During LSMS 2003 survey were
piloted two areas, Tirana and Durres. In
these two districts data collection were
made using laptops avoiding further data
entry. The poverty and inequality maps
have been drafted based on the data of
population and housing Census 2001
combined with the results of LSMS 2002
as well as other reliable administrative
data. These maps have been completed
by the graphical standpoint, but the
explanation material is still in process.
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MINISTRY OF DEFENSE

During 2003 salaries of the Ministry of
Defense staff has been increased with 8%
compared with 2002. Officer's profits
increased with 5%, deputy officers 9% and
lansquenet 11%. Also compensation is
ensured in order to adjust inequalities of
the  organizational structures  and
difficulties level for the entire Armed
Forces. During 2003 was ensured as well
a fund of 100 thousand Lek for military
housing. This initiative will be supported
during 2004 as well. This measure will
improve the quality of life and will reduce
the social problems of Army Forces.

In framework of improving quality of
staff during 2003 was ensured legal
framework for social and professional
issues. In these regards was established
degree system of military force in
accordance  with  functions and
financial treatment and the law for
military service in Republic of
Albania.

In framework of FA project due to the
above-mentioned measures and laws
on Military reforms during 2003 has
been reduced number of officers
according the planed timetable of the
project.

Ministry of defense has been prepared
training  framework to  enable
additional skills to the staff in reserve

due to military reform creating the
possibilities to employ the staff in civil
business.

Ministry of defense has started the
inventory of military properties and
will follow up the process, until the
end, during 2004.

During 2003 following on the
collection of military arms, ministry of
defense has closed military magazines
and is following up the collection of
ammunitions and other military
materials as: ammunitions,
equipments, weaponry and the closure
of garrisons and military buildings.
Annihilation with detonation of 2537
Tons ammunitions and 5404 tons with
industrial treatment was made.
Remained 11670 tons ammunitions of
small weapons to be annihilation until
2006 in collaboration with NATO
(NAMSA).

During 2003 eight drilings has been
organized with international institutions. 3
compulsory drillings in framework of
Adriatic Cards and 8 drillings according
bilateral and multilateral agreements have
been organized.

Albania is partner in 10 areas of
collaboration with NATO out of the total of
24 areas of PWP.

222



€cc

sjuawysaul panoidde Jayi0 -

0¥N3 ul SaYvO d8loid ayy jo spuny 1zt

w ur1e6pnq s, )UBLILIBOOL) B} JO SPUN4 ozl

6l1

"JUBIOIYB0D UOHEZIIIONd

G'Zv6 juswypedaq sonsiBoT NN (suoiponuisuod - suoponysuodal) swelboid Juswisaaul ayy jo uonejuswa|dw)
ainjonJjseljul Sa104 pawy ay} jo Juswdolarag
$90104 TN J0 sadA ) A19 Buowe uopunwwe— jJusweuwJe [efa)|l Jo uoionNIsap pue uopda||od 8y} Joj welboid ay) jo Juswdojaraq
V61 yuswyuedaq sonsibo (senuoud Aq) ueid uonejusws|dwi 0}0Z-Z00Z JO SIseq auy} uo 4y Joj poddns onsiboT
$99104 pawuy Joj poddng aisibo
J0UNy- YUBJ UO UOISIOaP JBISIUI JO [IDUNOY JO uolejuawaldw]
$90104 jo sadA ) %€ | S1901J0 S}eulPJOgNnS JO Jey) JO 8SeaIOU ‘SIBIP|OS SAIJOE JO JaquINU By} JO UOIONPaY
juswpeda s82IN0say uewnH (%Gv)abejuasiad siaip|os [euolssajoid ay} Jo asealou|
989 juswpeda se2IN0say uewnH S19921JJ0 JO JaqWINU 8y} JO uoonpal 8y} Joy swwelbo.d ay; jo uonesedald
juawdojanaqg wajsAg Sa2In0Say uewny
puewwo) Hoddng sonsifo
“OpuBWWOY "Ulel] 100(Q ‘S82104 |BABN (sypwjay ‘sueaw podsuely ‘yuswdinba |e1oads swos) juswdinba Buuasuibus sonsiBo| |ediway)
$92104 JIY 4 |eaeN o} sdiys psenb |eyseod omy jo Alddng
$90104 pueT juswdinba |esiway)
S92104 pawly JO UolezZIuI3pop
opuewWO) "ulel] }00Q ‘S89104 [eAeN slaydooljay ajol-inw yum NH jo Alddng
$90104 JIY sainjonuys Ajuoud 4y Jo sa|qe)} |euoneziueblo JO JO SISeq UO SJUsWS|d SWos JO uo)a|dwod [enpeis
90V $90104 pueT weiboid wua - Buo 0102-200gZ 0 siseq uo uejd uoneziuispow 4y
S92104 pawly JO Uoleziuiapop
opuewwo) ‘Hoddng
sopsi6o ‘opuewwo) "ules] 00d apebug Bujuies] ‘sjooyog doou] ‘suoissiw did/OLVN JO [esodsip je sjun ‘Alsianiun asusyaq (pieno
‘S90104 |BABN ‘S92104 JIY ‘S92104 pueT] |eyseo) jo sjuswall) sjouisig [eAeN ‘(ainondis ¥ys) Jun JaydooleH Bug uonoeay pidey ‘eseg asusja( [IAD
$99104 pauuy jo Buninjoniisas pue Bujwiojey
i SReWo 1 SPied cﬁﬁwmv:m uonnyisul ajgqisuodsay mzv suooay Ajoud 21gnd /saAnaaiqo

ue|d |enuuy-y00¢ X1jeiN



vee

$90104 ‘NdA IdA “Wedad NN

juswyedaq Buluue|d Aeyjin

$8101j0d
uonelbaju| pue poddng jo Juswpedaq

$80104 J0 sadA|

saulpeap

Aq sanpoelqo diysiauped jo yuswdojersq *(200z 03 dn) wea} O 1YN @yi yim weiboid uoyesadood [enuue ayy
YiMm 9oUBpIodD. U] ‘UoisiAS) pue uoneredald sy ‘dMd ddl ‘dVIN ‘dHVd ‘sweiboid diysiequsiy jo uoneredaid
sainjons QLVN ojul uoneibajul

JaueyD oneupy, Jo siseq ayj uo sued jo uoneledald uoneladood [euoibay

'V'S'N 2} Yim uopjesadood ainjny 1oy sueld
uoneladooa |esaje|iq ainyny jo uoisuedxy

(aJnjonyyselyur Jod pue piaidie 8A0ony]) welboid 81njonJjsesul ayj J0 SISeq 8y} UO SUORONJISUOD

14940 12 SP18d cﬁgwmv:m uonnyiysul a|qisuodsay

ouh suopoy Ajioud a1qnd /seApalqo




144

aunbai Buoueur
paJl | [E] 11

sjuawysanul panoidde Jayi0

9T1

0dN3 Ul SaYvD 1oefosd ayy jo spung szl
1w Ul 39BpNg s UBWUIBI09 By} JO SpuUn .
Jusloye0 uojeziuold

$90104 Jo sadA|

S91JUNO0O UBIBI0} U SUOISSIW ‘SAIHAIJOR [RUORUIB)U|

(aJnjonuyselu; pod pue pjaidie anoony) welboid
21njonJiselyul 8Y} JO SISEQ BY} UO SUOIONIISUOD "saInjonsis O1YN/did UM

1166V 1002 weswpedaq sonsiboT NN z (suononsuO - suodNIISUCaI) sweiboid Juswysanul Jo uonejuawaldw|
alnjonujsesjul sad1o4 pawly ay} jo Juawdojanag
ueljiai Buowe uoUNWWE— JUsWEeWLE
62’1 $90104 Jo sadk | L |eBaj|l Jo uopoNJISap pue UONOs||00 By} Joy welboid ayy Jo uoneuswa|dw|
(senuond Aq)
1002 juswpedaq sansibo TAM z welboud uonejuswsdwi 0L0Z-Z00Z 40 SIseq 8y} uo 4y Joj yoddns opsibo]
$99104 pawly 3y} jo uoneziuebioay
‘opuewwo) poddng juswdinba Buussuibus
1002 sol}s1607 ‘OpuBWIWO) ‘Ulel] }00( S82I04 [eAeN z sofsibo| [eojwayd ‘sdiys pienb |e}seod yym saolo4 [eAeN jo Alddng
opuewwo) poddng
1002 sois1Bo ‘opuewwo) "ulel] '}90( ‘S82104 [eAEN L aInjonus Yys ‘siajdodijay sjo-nw yum NH jo Alddng
1002 $90104 JIY L welboid wia|-Buo 0L0Z-Z00Z 40 Siseq ayy uo ueld uoneziuispow 4y
$92104 pawy dy} JO UONEZIUIBPOI
002 $92104 pue] z sa|ge} [euoneziueblo 4O JO SISE] SU} UO 8INjonu}s 4y Jo uoiajdwiod [enpels)
uonnquisia
1002 opuewwo) poddng sonsifo] [ o16ajens 4y jo uonejuswaldwy] ‘sjooyos dool] ‘suoissiw did/OLVN 404 sHun
0IN3000°S82°S 1002 "OpUBWIWOY "Ulel] }00( ‘S92104 [eAeN L Aystanun esusyaq ‘sepebug Bululel] ‘sjoulsiq [eAeN
juswibay opuewwo) ‘Juswibay
1002 $90104 JIY ‘$90104 pueT ‘dHS [ J8)dooljeH ‘epeblug uonoeay pidey ‘eseq asuajaq |IAID ‘S80I04 pawly
$99104 pawly 3y} jo Buunjoniysas pue Bujwioyay
A orrS1PWI0 oz SP180 .ﬁammusm_ auljpeaq suonyisu| ajqisuodsay m:7 suoljoy Ajoud a1gnd /saAnaaiqo

ue|d w9 1-plN-L002-¥00¢C XI43elN



92¢

saulpeap Ag saajoalqo diysisuped
Jo Juawdojanaq (200z 03 dn) wes} O1YN 9Y} YHIM 9OUEPIOIJE Ul ‘UOISIASI pue

¥0.°€ | uoneledaid J1vy} :dMd‘ddl ‘dVIN ‘dHVd swesboid diysiaquisy jo uonesedald

sainjoniys OLVYN Ojul uoneibaju|

juswpedaq Buiuueld Areyjin L . 18lEeyD onelpy, Jo siseq ay uo sueld jo uoneledald ‘uonesadood jeuoiboy

1002 uswpedaq Aoljod uoneibaju| pue asuayeq L uolesadood Aleyljiw 1o} siomawel) 8y} 0} Buipoiooy

Lt oz S12WI0 o1 SP1BD .&mwm_o:m_ auljpeaqg suonyisu| a|qisuodsay mﬁv suooy Ajoud 21gnd /saAnaailqo




227



MINISTRY OF ENVIRONMENT

The strengthening of the environmental
structures: the new structure of the
Environmental Ministry was prepared and
made operational. The Environmental
Institute was made operational. Eight
documents regarding the cooperation
between the Environmental Institute and
counterpart structures were approved. Ten
Internal Orders to faciltate the
implementation of the legislation were
compiled and approved. In the field of
international cooperation, relations were
established with the European
Environmental Agency. The Assembly
approved five laws related to
environmental issues and the Council of
Ministers approved 12 such Decisions.
The report on the 2001-2002
Environmental Situation was drawn up and
approved. The Internet page was
launched. More than 20 training, public
awareness, and public educational
activities were organized. The
memorandum on understanding between
the Environmental Ministry and the
environmental non-profit organizations
was signed.

Reduction of the existing level of pollution:
the bidding procedures for the removal of

228

arsenic solution from Nitrate-Ammonia
Plant in Fier were completed. The
feasibility study on the hot zone in Porto-
Romano Durres is in its final stages and
the work on the project for "Pre-
Investment Study on Vlore Hot zone" has
begun. The projects, which will be
financed by CARDS 2002, were prepared
and the Ozone Project unit was
established. The draft "Evaluation of the
technological needs for the reduction of
gases with glasshouse effect” and
“Evaluation of the Adoption Technological
Needs in Coastal Area" were prepared.

Sustainable use of resources: The report
on the 2002-2003 Environmental Situation
in Oher Water Basin was prepared. The
draft agreement on cooperation between
Albania and Macedonia on sustainable
Protection and Development of Oher Lake
Basin was finalized. In the framework of
the project "Protection of coastal and
lagoon eco-systems in the Mediterranean
region" the maps of endangered habitats
and species were drawn up and a paper
containing information about cultural
monuments in the project area has been
prepared.
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MINISTRY OF LABOUR AND SOCIAL AFFAIRS

Labor Market: the legislation on
employment promotion was improved,
short-term studies of the labor market
were developed, with the aim of bringing
demand in line with the supply, training of
the employment service staff and the
establishment of contemporary facilities in
the Regional Employment Offices in Fier
,Durres,Gjirokaster and Shkoder. The
system of the quantitative and qualitative
indicators to monitor 2003 employment
service performance was introduced, the
computerized program for the storage of
data about job seekers and the companies
operating with the Employment Services
was brought into operation. The number
of people employed by the end of 2003
through job mediation increased by 11%.
The level of registered unemployment was
reduced to 12.4%, compared to 13 % at
the beginning of 2003. The Professional
Training Center in Shkoder began its
activity in the new facilities and the work
on the reconstruction of the facilities in the
Professional Training Centers in the towns
of Elbasanit and Fier began. The legal
basis was prepared, eight curricula for
various professions were revised, and new
courses have been opened in different
regions of the country for professions for
which there is demand on the labor
market.

Social Protection and Care: The study on
"Evaluation of the criteria and indicators
for the distribution of assistance”, intended
to be used as an instrument for improving
the distribution scheme of the Economic
Assistance block-grant, was carried out.
The number of the families receiving
Economic Assistance was reduced in a
gradual and well-studied way. The
quantitative  indicators  for  poverty
evaluation were improved and the
evaluation of its qualitative indicators has
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begun. The Information and
Documentation Center (SHSSH) has
begun its activity. Social Units were
established in four regional offices to step
up social response to poverty and other
social problems. Three massive training
sessions for local government employees
took place in Shkoder, Durres and Vlore.
105 local government employees from all
over the country were trained in these
sessions. The draft law "On Social aid and
services” was compiled. The Center for
reception of the trafficking victims was
established and made operational in
Tirana. The "National Strategy on social
protection for Roma community" and
“National Strategy on disabled people"
were prepared.

Social Insurance: The number of
contributors to the scheme has increased
with 114 700 people over 2002 level. The
number of the contributors in the rural
areas increased to 238,000 people,
compared to 126.500 in 2002. The GDP
share of the social insurance deficit was
reduced from 0.32 % in 2002 to 0.31 %.
The pension reform was carried out and a
number of legal improvements were made.
The urban pensions increased by 10
percent, and the rural pensions rose by 20
percent, with an annual benefit of about
1.7 billion leks. The work continues on
reducing the differences in the level of
pensions contracted in different periods.
The study "On possibility for replacing
pension rises with their indexation" was
carried out and approved. The reform of
the structures in charge of the collection of
contributions continues with the approval
of the legal procedures for the gradual
transfer of the contributions' collection
function from the ISSH to the tax
authorities.
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MINISTRY OF FOREIGN AFFAIRS (MPJ)

During 2003 the Foreign Affairs Ministry
focused its activity on a number of
priorities, such as: NATO membership, EU
integration, regional cooperation,
promotion of the country's development
through expansion of the bilateral and
multilateral cooperation, improvement of
its image, protection of the Albanian
citizens' rights all over the world, the
fulfilment of the obligations of our country
in the framework of global and regional
forums. Regarding the EU integration, the
work has begun on the formulation of an
European integration strategy. The
Foreign Ministry has played and will
continue to play a key role in the
negotiations with the EU to facilitate the
adoption of measures by the Albanian
state for the creation of the necessary
administrative infrastructure, so that the
Stabilization and Association Agreement
becomes effective. During 2003 the
Albanian Foreign Ministry has also played
an important role for the intensification of
the cooperation with the EU on political
dialogue and the Common Foreign and
Security Policy (CFSP).

Regarding NATO membership, the
Foreign Affairs Ministry has been very
active in promoting and conveying the
image of Albania as a stability factor in the
region, enhancing the effective role of our
country in the regional cooperation on
issues related to security, consolidation of
democracy, peace, stability, market
economy, and the rule of law in the region,
as well as for the strengthening of NATO's
southeast wing, in region. Adriatic Charter
3 has been signed and work has

continued on the preparation of the
National Strategy on NATO integration.
There has been political dialogue on
issues of mutual interest and the bilateral
economic cooperation has been promoted.
A positive, tangible impulse has been
given to the legal basis for cooperation
with the signing of a number of
agreements on economy, trade, circulation
of the citizens, the prevention of trafficking,
transport, education, etc. The circulation
of the citizens has also been facilitated
through the improvement of the visa
regime, the opening of the new border
points, and the signing of the repatriation
agreements. Special attention has been
also given to committments undertaken by
our country in the framework of its
participation in international global and
regional organizations, with the aim,
among others, of securing projects of
interest for the country. In this framework,
Albania has been adequately represented
in a number of international UN, Council of
Europe and OSCE activities. Another
achievement this year was the successful
participation in the coalition against
terrorism.

In the framework the regional initiatives,
such as the Stability Pact, South East
Cooperation Initiative, Black Sea
Economic Cooperation Initiative, etc, there
has been an intensive cooperation in
economic issues, including trade
liberalization, foreign investment
promotion, and the promotion of the
globalization process. In the legislation
field, the "Law on the foreign service in the
Republic of Albania" was approved on
03.07.2003.
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MINISTRY OF LOCAL GOVERNMENT AND

DECENTRALIZATION

For the water supply and sewerage
function: The inventory has been
completed and the Council of Ministers
has approved the inventory list of all water
supply and sewerage systems, which are
under the administration of joint stock
companies and NUK. 17 local government
units have submitted requests to to
assume ownership of 40 Water Supply-
Sewerage systems. A draft decision "On
the transfer of immoveable state property
of the Water Supply-Sewerage systems to
the local government ownership" was
compiled in cooperation with the Territorial
Arrangement and Tourism Ministry, and
the Economy Ministry. The inventory of
110 Water Supply systems was made.
The Amendment of the Council of Minister
Decision no. 479 date 29.07.1998 "On the
liberalization of the potable water tariffs"
was prepared and submitted for approval
by the Council of Ministers. A joint
program on the training of the service
personnel in the municipalites and
communes, and the personnel of the joint
stock companies and the water supply-
sewerage enterprises, as well as for the
enhancement of the management
capacities of the local government units
was drawn up.

Joint functions in Pre-university education:
The policy document "On agreement on
decentralization in the field of pre-
university education" was prepared and
approved. The document for a pilot
project on the decentralization of the pre-
university education investments in Tirana
municipality was prepared and approved.
The process of the inventory and transfer
of the schools to the ownership of the local
government units got underway.

Joint functions in the primary health
system and public health protection: the
policy document on the decentralization of

the primary health service and public
health protection was drawn up.

Social care and poverty reduction: the
draft decision "On differentiated financial
support for some communes," aimed at
giving support to the 80 poorest
communes, was compiled. The draft
decision on a pilot project to link economic
assistance with community work and
service was compiled.

Urban planning and urban land
management: The law "On some changes
in the law on Urban Planning" was
approved. The administration and
management of the agricultural land by
agricultural land  administration and
management offices in 12 councils and
regions came into effect. Support was
given to the establishment and operation
of KRRTs.

Regional council functions: the policy
document on the role of the regional
council was finalized.

Civil status service: The strategy on the
modernization of the civil status was
approved with Council of Minister Decision
No. 176 date 30.10.2003 and its
implementation process has begun. The
civil status service was restructured. The
General Civil Status Deprtment was
established.

Fiscal decentralization: the application of
the legal package on the fiscal
decentralization got underway. The
instructions of the 2003 fiscal manual were
issued. The revenues from the local taxes
increased by 1.6%. The state budget
transfer, and the revenues from the small
business taxes and the vehicle registration
tax increased by 6.7%. The transfer for
the regions was reduced by 4%. The
national strategy on Local Government
training was approved.
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MINISTRY OF PUBLIC ORDER

The fight Against trafficking and criminal
activities: the structure of the Criminal
Police was changed. The effectiveness of
the Judicial services increased. The
number of registered criminal offences is
772. 1,764 perpetrators have been
subjected to criminal proceedings, 847
have been arrested, 738 are being
criminally prosecuted without being
arrested, and 179 are on the search lists.
281 people have been criminally
prosecuted for being involved in drug
trafficking.

The fight against crimes in the economic
and financial sector: 702 cases involving
839 people have been registered.

The fight against terrorism: There have
been 31 incidents. Investigations have
been successful for 22 of them.

The Structural Reform: career promotion:
Introduction of police ranks: police ranks
on the basis of four fundamental criteria
were introduced. These criteria include

Police Education, police employment
seniority, qualifications and training, and
the Periodical Job Evaluation. The purge
of the police ranks from corrupted
elements has continued.

The immoveable property owned by the
Public Order Ministry has been registered.
The Council of Minister Decision “On
approval of the inventory list of the
immoveable state property, which are
transferred under the administration of the
Public Order Ministry" was approved. The
National Plan of Asylum in the Republic of
Albania was approved with Public Order
Minister No.1895, Date 29.08.2003.

The border control and the regional
cooperation: the Council of Minister
Decision no. 118 date 27.02.2003 “On
2003-2006 border control and the border
integrated management” was approved.

Increased road  safety: increased
professional level of the units by testing all
the units of the basic  role.
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MINISTRY OF TRANSPORT AND TELECOMUNICATION

Land Transport: The road sections of
North-South, East-West, tourist roads and
crossborder roads were constructed.
Roads and railway infrastructure were built
and maintained. The World Bank project
on Road Maintenance (about 1,000km)
was implemented during 2003. This
project served as a good practice to set up
a new maintenance system by contracting
private companies. The emergency phase
of road rehabilitation has ended. The
priorities for the future will continue to
include the rehabilitation of the network in
accordance with the European standards,
and focused efforts on strengthening and
increasing the effectiveness of public
measures for road safety. During 2003 the
state budget was mainly used for the
maintenance of the existing railway
network, the rehabilitation of the
passenger platforms in the railway stations
and the renovation of the passenger
carriages. A contract on the
modernization of Tirana-Durres railway
line (about 35km) and its connection with
Rinas Airport was signed in September
2003. The feasibility study on the railway
line, which will connect Albania with
Macedonia and achieve the integration of
the Albanian railway system into the
railway network, is in the final stage. The
Scientific Council of the Transport Institute
is now expected to give its approval.

Ports: The ports' processing capacities
were increased and the support basis for

the facilitation of private activities and
services was set up. Budgetory
investments have been particularly made
in the Ports of Sarande, Shengjin and
Vlore to increase their processing
capacities. The work is continuing on the
construction of harbor infrastructure in
Durres Port.

Aeroport: Implementation of the Master
Plan on Air Traffic and on the construction
of the new passenger terminal in Mother
Theresa Airport.  The construction of
Kukes airport got underway. It is
scheduled to end in 2004.

Telecommunications: The liberalization
of the service was deepened and a better
coverage of the Albanian territory with
telephone lines was achieved. The
number of users increased by 20,000.
Albtelecom lost its exclusivity for fixed
urban and inter-urban lines. The
international telephony service will be
open to competition in April 2005. The
cellular telephony market increased from
800,000 users at the end of 2002 to
1,150,000 users at the end of 2003.

Postal Service: New operators have been
licensed on the postal market and the
financial activities have been expanded.
The Council of Minister approved in April a
plan on medium and long-term reforms.
The number of service deliverers
increased from 6 in 2002 to 8 in 2003
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MINISTRY OF TERRITORIAL ADJUSTMENT AND TOURISM

WATER INFRASTRUCTURE. The
National Strategy on Water Supply and
Water Supply of Rural Areas was
approved. Extension and rehabilitation of
UK system, lowering water losses, cost
covering through tariffs adjustments and
supporting private operators to be involved
in the managing system. In the framework
of the decentralization process, the list of
the companies that will turn to local
administration was completed.

TOURISM. A new legal framework for
service activities and transactions beetwen
private operators was approved.

HOUSING AND PUBBLIC WORKS
SECTOR. Draft of new housing policies,
housing solutions for families who lost

their houses in piramid financial schemes,
creation of the legal framework for pubblic
works and.”Country Profile in the Housing
Sector” was completed.

URBAN PLANNING. Measures for more
construction disipline through campaigns
of abolition of illegal buildings, especially
in touristic areas.

TOURISM. Implementation program of the
National Strategy approved in 2003 about
priority touristic areas. One of the steps
will be reducing bureaucratic procedures
for issuing touristic activities licences.
Draft strategy on infrastructure
investments for supporting tourism is a
priority action.
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MINISTRY OF HEALTH

Legislation: the Law on Hospital service,
the Law on protection from tobacco
products, the Implementation of the Anti-
Corruption Plan, the Law on the
Pharmacist' Order, Improvements in the
law on narcotic and psychotropic
substances, and the Ilaw on the
stomatological service were approved.
The sub-legal acts for the licensing of the
private activity were compiled..

Hospital  Service: Durres Regional
Hospital, Lezhe Hospital, and Vlore
Regional Hospital were rehabilitated. The
hospitals' supply with drugs was improved.
The tariffs of the hospital out-patient
services were revised. The performance
indicators were tested with a pilot project.

Primary Service: the necessary vaccines
were 100% obtained and the relevant staff
was trained. The National Program
Against Tuberculosis was extended all
over the country. Existing health centers
were rehabilitated and new ones were set
up. New outpatient clinics were opened.

Mother and child service, and the
stomatological service were improved.
The production of the iodized salt began.

Public Health: the community mental
health service in Tirane, Shkoder, Vlore,
Elbasan, Peshkopi has been
reconstructed. Vaccines and the cooling
chain facilities were obtained and the
vaccination staffs were trained. The
promotional campaign for HIV/AIDS and
SST took place at the national and local
level. The Regulaty Authority of Vaccine
Control was established. The national
action plan on food and nourishment was
approved.

The Pharmaceutical Service: the
regulations of the pharmacies were
improved. The national action plan on
food and nourishment was approved.

Social Insurances: The number of
reimbursable drugs increased to about
342 drugs.

303



¥0€

euso Jad uona|dwod Jo [aAeT] o1z

19pIO0 JB)SIUI YEBH B 4O Siseq 8y} uo Jun BulIo}Uo| 8y} 4O Juswyslqelss -

14

“Jun Buuoyuow a8y} jo uonessdo

8101 Mau s} ||1§|n} 0} 31 Buijqeua Alsiully YjeaH ay3 jo ainjonuaig [euoneziuebio ayj Jo UoISIAGY

uole|sifa Y)eaH a8y} uo 8ouaIBU0Y |eUOlEN By} JO uoleziuebiQ - ¥ uolje|siBa| yyesH 8y} uo 80UBIBUOD [BUONEU Y} JO UoneziuebiQ
yeip Areuiwijaid ayj Jo UOISIABL U} JO} S|EDIHO AJJSIUIW JOIUSS SWOS JO }sanbay -
002 . Blueq|y Jo olignday 8y} ul a1ed Yjeay uQ, Me| Jep ay} ojul pajesodiooul usaq sey Me| Jeup siy| - z "AnysiuIN yyesH jo Buluonouny ayy uo me| yeiq
1deouoo s,me| ay} Jo abueyod a1e|dwos e uoj NG Jo Isenbal v -
asn uoyjiw | 3noge jo juesB e ypm papuny
pue NgIN 8y Aq pasodoud 308(o.d e jo yiomawely 8y} ul patedaid aq |[Im me| SIY} ‘UoiUBAIBIUL SjUBWLIBA0B By} ybnoiy |
002 '3D pue NG Jo sisijernads yim uonesadood ur dn umelp sem me| Jeap ay] - [ pPo04 UO MET 8y} JO Juswanoidw|
yelp Areujwijaid ayj JO UOISIASI BU} IO} S[eIOIYO AJ)SIUlW JOJUSS BWOS JO }sanbay -
002 ( SOOVYD ) dnoib aouejsisse [eo1UYDS) ¥93I9) € JO SOUB)SISSE BY) UM Jelp Aeuiwijaid ay) jo uoneledald - z . BlUBQ|Y JO 2l|gnday 8y} ul a1e) y)leaH, uo me| yeiq
SJaJSIUI JO [IDUn0)
8y} 0} UOISSIWANS "Wy} uo Bunosyal pue suojuido JO UOIDS||0D "SHUBWIWOD JOj SB}SIUIW SUl| B} O} UOISSIWANS - ¥ uoneipel jsuiebe uonosjoid uo me| ayy ul sabueyo awos uQ, Me| yelq
SI9ISIUIA JO [IDUNOD 8y} 0} uoissiwgng .uIdIpaw o pjay sy} ui Ayanoe sjeaud sy jo Buisusdl uQ , Z661°LLET
‘uois1oa( Jaysiull Jo 1ouno) Buisixe ayj ul sjuswaAoidwl U 8910 8SUdDI| BY} Yim ao1jo0 [eba| ay) jo uoneladoo- ¥ 9)ep 00G ON UOoISIda( Ja)SIUII JO [IoUN0D 8U} JO JuswaAoIdW| PUB UOISIASY
SJ9JSIUI JO [IDUn0) .sueydiQ jo
8y} 0} UOISSIWANS "Wy} uo Bunosyal pue suoluido JO UOIDS||0D “SHUSWIWOD J0) SBLISIUIW dul| 8} O} UOISSIWANS - ¥ snjejs uQ, Me| 8y} Jo uonejuawsa|dwi ay) Joj uoisioa yelq ay} jo uonedwo)
SJ9JSIUIA JO [IoUN0D
ay) 0} uoissiwgng way) uo Bunosjjel pue suoluido Jo uoKIS||0D - SJUBSWIWIOD SO} SBUISIUIW dUI| BY) 0} UOISSIWANS - ¥ .Seoue)sqgns aidosjoyoAyd pue onjosseu uQ, Me| ayj Jo Juswanoidw|
jusweled
ay) Aq panoidde usaq sey }| "sJalsiull JO [IDUNOD SY) O} UOISSIWANS "Way} uo Buiposyas pue suoluldo Jo uonds|o) - ¥ . BIUEQ|Y JO 2l|gnday 8y} ul 921A19G [ENdSOH uQ, Me| Yeiq
ME| 8} Jo uoiejuawa|dwi 8y} Joj Jojoe Juepodw AISA e paapISuod
uaaq sey yoiym ‘Ayjediolunw BUBll] Y)IM UOIEDIUNWIWOD 8} Ul SalNOIIA "OHA WO SUOIIEPUSWIWOD3I 10} BUepA -
JunoooEe
0Jul Uaye)} Usaq aAey Aouaby ajelebin-000eqo] |euolieN ay) Aq apew suoisabbns ay} pue Salsiul 8Y} JO syiewsal
002 ay} Iy "uoneuiwexa o} pajoalgns Buiaq uoisinoid yoes yum apew usaq sey Jeip Buisixa auj Jo UolsiAal [N} Y] - [ .Stonpoud 090eq0)} WoOJ uondslold uQ, Me| yeiq
jusweled
ay) Aq panoidde usaq sey }| "s1alsIUIl JO [I2UNOD 8y} O} uoIssIwgng “way) uo Buijosjyes pue suoluldo Jo uonds|o) - ¥ JapIQ s,sisloeuwleyd UQ, ME| Jeiq
usweled ayy Aq panoidde usaq sey )| ‘way} uo Buoapal pue suojuido Jo uonds||0) - 14 ,90I8s |ealfojojewols uQ, MeT jo abueyn
sme| ay) Jo uoijejuswaldwi ay} 10} J9jorIBYD dAlJBUWLIOU JO S)ok [eBal-gns ay) jo [erocidde ‘sme| Bunsixa ayj jo Juswanoidwi ‘sme| Jelp mau jo uonejidwo)
auljpeaq s||ejjaoys uonejuswajdwi 0} SUOSEIY-

sainseaw uonejuswaldw)-

_:N7

€00Z 10} suooe Jolid

M3IARY |enuuy-g£00¢ x13eiN



G0€

‘lendsoH saung
ul J08foud jojid sy} ul ssasboud a3 uo podas mau e asedald |IM YSHS| SUL “Seouelnsu| yyesH wouy Buipuny JHSH uo
uoIS19ap JSJSIUIIA JO [I9UNOD By} JO uonejuaws|dwl 8y} Uo euell] YHSY JO YoM OUdUNY BU) pajen|eAs sey dHSMAd dyl -

"elueq|y Jo Alquiassy ay) Aq [eacidde o} papiwgns Auaiind si pue sIjsiul JO [1Puno) ay Aq panoidde usaq sey | -

ssa00.d siy} Joj aouejsisse

|eo1uyoa) Alessadau ay} J0 UoS|as ay} Joj saunpaooid pabuojoid 0} anp $00g 0} pauodisod usag sey Yolym ‘saouelnsul

|E100S U0 MB| MBU 8y} JO uoneledald ay) yim pajosauuod si )l 9SNeoaq ‘UMOP POMO|S SEY ME| JEJP SIU} UO 3HI0OM 8y ] -

€002'60°0€ 9}ep 8] "ON uoIs|oaq s} yum way) panoidde Apealje sey I0unod 8y] "|1oUN0D SAIBIISIUIWPY dU} JO

suone|nBal ayj 0} payoalgns aq [ImM ‘2002 01 ¥Z d1ep ‘1968 "ON MEeT JO SISeq 8y} uo ‘eduelnsul Arejunjoa ay] -esodind

sIy} 4oy dn 18s uaaq sey dnoib Bupiom [eusysiuiw-iajul e pue paledald aq |Im ,8wayds aoueinsu Aejuswsalddns ayy uQ,

$002 ME| Jeup 8y ‘seoueinsul Aiejunjon pue Aiejusws|ddns ay) jo uone|nba. ajesedas ay) uo apew usaq Sey UoIsIoap v -

*}I0M U} JO JUSLWBOUBWIWOD U} Ul SAejop 0} pa| sey spadxa ublaioy ypm uoeladood pauueld -
002 pajidwoo usaq sey sme| yelp pauueld aaiy} 8y} j0 8uo AluQ-

4

|lendsoH saunQ pue YHSY Jo 10afoid jojid 8y Jo uonenjeas

45189}
aAIsuadxe Jo abeIaA0D doUBINSUI Y}esy uQ, Me| Jeid 8y} Jo uonelidwo)

.saoueInsu|
Kreyuswalddng Asejunjop Jo awayos uQ, Me| yeid auyj Jo uoneidwo)

saouelnsul yjeay Buipiebal uonelsiba) ay) Jo Juswaroidw)

awayos Buipunj asueinsul yjjeay ayy buipuedxa Ajjenpesb pue HS) S| 2y} Buiuayjbuauys jo wie ayj yym apow Buipuny s,walsAs ayj jo Juawanoidwy

1002 ‘Buioueuly Jouop Jo oe L Js)sexoulfo pue 9210)] Jo suolbas 8y Joj sueld Ja)sew sy} jo uopesedaid
¥ ue|d Je)sew eueul] Jo uoieledaid
sue|d Ja)sew |euoiBfai om) jo uonesedaid
15090 |eydsoy 8y} jo uoijewnsa ay) 4o} abeys Aiojesedasd
5002 spuny }a6pnq jo yoe Buioueuly Jouop Jo 3oe- L e se AjAijoe |eydsoy ayj 0} pajejal eyep ayj o uonezuaindwod ayy uo Apn}s
5002 spuny j26pnq jo yoeT ‘Buioueuly Jouop Jo yoe 1 juswdinba |eydsoy jo Alojuaaul ||nj 8y} uo Apnis
J0joas ajeaud ayy Bunosye swajqo.d auy Jo uonejuasaid ay) pue dew siy jo uoowoud sjousip Aq ydesb uonnqguisip e jo uonesedaid
ay} Joj Ansiuly yjleaH ay} ul saiiAloe Jo uoneziuebiQ joulsip Aq dew uonnquisip 821A8s Yjleay ayj jo uoneidwo) - ¥ *S92IAI8S Y)|eay auj} Jo A1aijep ay) Jnoge dew 10j09s ayeaud e jo uonejdwo)
pIal SIU} Ul BOUEB)SISSE JO 0BT "SIOUOP JO 9oUBSqY ‘9oualiadxa snoiaald e jo yoeT - 10}09G d)eAld ay) uo ABajels ay) jo uonelsedald
5002 ‘paynuapl usag aAey spual) pue swajqold sy ‘opew usaq sey 10}09s ajenld auj Jo sisAjeue uy - z 10}09s ajeAld ayy ul payuapl swajqold pue ‘spual} ‘uoin|oAs ‘sishjeuy
a|jdoad sjendoidde ayy 0} papiaoid jou si Buluies] “spuny jo yoeT -
002 aoue)sisse |eojuyoa] Buiuiely aoiaes-u| “sbululel) wis)-poys - [ ssao0ud Buiuueld ayy ul pabebus aq |Im yaiym ‘|jauuosiad ayy jo Buiuiel ]
J13pJ0 SIY} JO Juswysi|ge)sa ay} Joj uoepunoy au} Ae| [IM Yolym ‘,JapiQ isioewleyd uelueqly uQ, me| ay jo |eaoidde 0}8 J8pIO
pue ‘uoissnosip ‘uofjesedald ‘SuolssIWWOD Buisuaol| 8y} ul pue sapnua ayeAud ayy Buljo)uod sdnoib ayy Ul slaquisy asinN “4aplQ siBojojewols sy} se yons ‘suoneziuefio |euoissajoid mau jo
J9pIQ Joyooq 8y} jo uopedioed yosfoid Qi4Q e yum Hoddns pue JapiQ $,J0}00Q dY) Yim uoijeladood juesuo) - ¥ juswysl|qe)ss ay) Joj Joddns pue JapiQ ,s10}00(Q dY} Jo djol ayy Bujuayibusns
“Aisiulj\l 8y Jo ainjonu)s Yelp mau ayj jo uonesedaid ay) uo Buinuipuod si iom pue juswpedaq
|auuosiIad 8y} Aq pazAjeue usaq aAey salleuuolsanb ay) — paziuebio usaq sey paj|i 89 pjnoys Asy} Aem ayj uie|dxs 0y ‘alleuuonsanb
Jeulwas e pue pajnqulsip uaaq aAey AnsIUl Y)ESH By} Ul SJUBAISS [IAID 8y} JO suolisod 8y ||e Joj salleuuonsanb ay] - ¥ oyoads e Buisn Aq Ansiuljy yyeaH auj ul suonisod gol ay) Jo uoisiney

aulpeaq s||ej3ioys uonejuawajdwi] 10} SUOSEIY-
MaN sainseaw uonejuawsajdw|-

.:N7

€002 10} suonoe Jolid




90€

siseq [e1oueuly Jo 3oe ‘aousladxa snoiraidjo soeT Al n 8y} UO s8jeqap usaq aAey alay] -

‘paje|suel) usaq sey siseq |ebs| ay L

002 "aoualadxa J1ay) Apnis 0} 809819 pue A[e)| 0} SpewW Uaag dABY S)SIA PUB SBLIUNOD JUSIBYIP WO} uoliewoul BulurelqQ - z suone|nfa. jueasjal ‘elueq|y ul Buizenoand sbnip ayy Joy dwess |013U09 Jo asn
“Butpuny GYMO UNM uolngLisip
pue uoneslgqnd ‘Juswuedaq [ednadewleyd ay) ul saoud Jnoge ejep sy} JO SISEq U} UO [elsew ay) Jo uojjesedald - 14 uoneolqnd J1ay; ybnouyy seoud Bnip Jnoge uonewoul a3 Jo Juswaroidw|
G0oc o sbnup ay} 0} pajejas ANAOE BjOYM By} Jo
pus -¥002 uonezusindwod sy} pue ‘yuswdinba Atessaocau ayy jo Alddns ay) ‘sysioeweyd
Aenuep Buipuny jo yoe - L leydsoy ayj jo Buiuies) ay; ‘saioewleyd [eydsoy jo Juswabeuew panoidw|
1oe |eBa| Jueas|al ay} jo |eacidde ay) pue sishjeue ue jo
SJa)SIUI JO [IDUNOD 8y} 0} papIwgns usaq sey yaiym ‘,sbnig uQ, me| ayy ur sebueyds Uo me| Jyeip ayj Ul pauolsiAug - ¥ sISeq 9y} Uo snjels gyHMO au} Jo abueyd :ainjonis gUMO ay} Jo Juswaroidw]
SIB)SIUIN
1O [IDUNOY 8y} 0} PARIWIQNS US3q Ssey yaiym ‘ sbnig uo, ¥661 7' 0Z 9¥ep ‘GL8/. "ou me| Ul sabueyd awos uQ,, Me|
JJeJp 8U) JO UOISSNIsIp ‘Uoljesedald “ElUBqY JO A|qIasSy au} 0} pPaRIWLIANS Udaq Sey Yolym ,saoueysans oldosjoyohsd
pue sbnip onjoaleu UQ, G662 9Z S1ep ‘G68/ OU Me| Ul saBueyd swos UQ, Me| Jeip U} JO UoISSnIsIp ‘uoljesedald - ¥ uone|siBa [eonnaoewleyd ay) Jo uonezijeuly pue juswanoiduw)
I8ISIUIN
yyeaH auy Aq [eacsdde sy pue yeup / pied BuisinN ayy jo Buneledaid ‘ao1nes
$9SINU JaIYD [290] ||B YIM Jeulwss uonejussaid e Jo uoneziueBiQ ‘pJed asinu uo Z00z/ZL/LE S1ep O "ON J9pJQ JBISIUINA - 4 SwoH Ajuiaje|y pue 891AI9S [e)dsoH auj ul pieQ Buisiny sy Jo uoiesiun
SUONN}ISUI JUBIBYIP WOLY
90140 BuIsINN 8y} Japun [I9UNOYD SAIBHNSUOD 8Y} JO JUSWIYSI|GE)S SU) UO JBPIQ Ja)sIUl 8y} jo uoneidwo) - 14 saAlejuasaidal yum BuiSINN UO [1DUNOD SANEBYNSUOD By} JO Juswysl|qels]
'S90INI9G |ENdSOH pue Alewlld 8y}
a0e|d uaye) aney suolssas Bujules) pauueld ay] - 4 Ul S9SINU JBIYD PUE $8SINU J0} S8sIN02 Bulules Jo uoeziuebio pue Buluueld
CHEIS JBYJ0 By} J0j BUODP 8] ||IM JBUYAA -
€00z Asenuer | uo uebaq j08)e JIWIOU0D UM
uoljejuswa|dwi S} pUE Jje)s [edlpawl [9AS|-WNIPaW ay} Joj panss! uaaq sey €002 10°0Z d1ep ‘€ "ON uononisu| Ajsiuly sumo} Biq o} anow Jiayy dojs
yyeaH -dn }as usaq aAey ‘seale [eins 8y} Ul sejesado Yolym ‘Yejs [BdIpaW [9AS]-WNIPaW Sy} JO) I|NWIS [eloueul - z 0} JOPIO Ul ‘SEaIE 9J0Wal PUE [BINJ Ul YIOM OYM ‘[duuosiad ay} JO UOBAIION
€002 suoissajoid usamiaq aouejeq seudoidsip e si 818y} Yolym ui ‘suoissajoud Jo
Kenuep ainseaw aAoqe ay} uo Buipuada( - [ sadA} ay) Jnoge ejep ajeIndde Uo paseq saLI0ba)ed Jualind duy} JO UOHEIYUSP|
€002 juelsisse ublaloy ay) Jo [eAlE ay) ul AejaQ-
AKenuep padxa g ayl yim uonesadoo) “uoneziuebioal Jisy) Joj saniqissod sy pue sauoba)es Juaind sy} Uo SUoISSNISIg- € saloba)es Aq |suuosiad ay) Jo UORNQUISIP S} UO JUSWNIOP dy} Jo uoneledaid
¥ ainonuseljul [eydsoy sy Jo Juswanoidwi SNONURUOD
4 waj)sAs Buoueuly |eydsoy ayy Jo Juswanoidw)
v 991M9s [B)ldSOH uo me| a8y} Jo uonedwo)
pajej|igeyas pue pajonIsuod usaqg aAeY SoIUlD Juslied-INO PUE SI18JUSD YiEaH 061 - % 0 jusiied)no g/ pue s1ajua) yijlesH O JO UONONISUOISS PUE UOHONASUOD
sjuiod oyoads uo siasiuly Ainde@ sy} Buowe payoeal 8q pjNOYs SNSUSSUOD Y -
002 “dn umesp usaq sey Alsiuljy JUBWUIBAOL) [ED0T By} pue ANsIUlj\ Y)eaH 8y} JO jJuawnoop juiof ay] - [ juawnoop Avljod uonezienuadsp ayj Buiyep uo }Iom ayj Jo uoneru]
aulpeaq s||ejjaoys uonejuswajdwi 10} SUOSEIY-
MaN sainseaw uonejuswisdwy- o €002 410} suonjoe Jolid




10€

"0}@ saseas|p Bun| 1oy sould Juaed-no 8y} Ul YoM 8y} JO Juswaroldul 8U} 0} SHSE) JO Jaquinu B umop pie| sey pue weiboid 10 40 AlAoe ay) pazAjeue
sey g jsuiebe aspwo) [euoleN a8yl "pajou si siojedipul [esiBojojwapids ayj o Juswanoidwi uy “leydsoy asessip Bun| AisiaAiun sy} jo Juswabeuew sy Jopun soUSIp (B Ul seseo g Buneas; pue Buljjosuod uo Absjens
S10d 8y} jo uonejuswa|dwi 8y} UO BuINUIUOD SI YIOM BYJ "BUPEI @ ISS[B[\ PUB JBPONYS JO SjoUsIp 8y} ul ‘uoiesadood ybBnoiyy ‘pajuswalduwi Ajsnoiobu usaq sey sisojnolaqn jsurebe jyby ayy uo ABeyens S10a @yl .

"Jeak }se| se awes 8y} s UOEN)IS 8y} Jey} Moys ulBlIo pooy JO SUOIBDIXOU

8y} Inoge ejep [euonelado sy “ulblO Pooy JO SYE8IGINO 0 SUOHEDIPUl OU UBB] BABY 818y} pue siseq Ajyjuow

B UO PIOHUOW U] SBY UOHEN)IS JOPIOSIp [eulsajul-oiseb ay] "saijijioe) pooy Jo |0Jju0d Alejues ay) jo Buiuayibuas
8y} 10} POBU BY) O} UMBIP USS] SBY UOKUSHY "UIBLIO %00}SaAI| JO SOlWapIda JO }eaIqyno Ou Ussq SeY 218y} SaINSeaw ay}

Buinunuo) 0} ang ‘sainseaw pajdope ay) pue ‘sasned ay} ‘SIapJosip |eursajul-oiseb ay) uo papodal aney S4HSQ 1OMISIP 8y - ¥ uIblLI0 POOJ JO SUOIIBDIXO}UI PUE SIBPIOSIP [eunsualul-oiseb ay) jo Buuojuopy
‘suonoadsul pooy Joy paddinba usaq aAey Jaqig pue afodou] Jo SjoulsIp 8y Ul
saliojesoqe| yeay olgnd ay] "paonpoJjul usag Sey WOIPUAS JBjoagnl JO 8OUE||IBAINS U} Juawiedap ABojojeu-oau ayy Syn}spooy pue
UM uonesadood u| "aoue|[laAINs au} 40} %00 ) PUe walsAs | 43TV 9y} 10} %08 O} 0G Woiy pasealoul sey [aAs] Burodas Jajem ajqejod ayj Jo |o13u0d Ajjenb aaey oy djay |m yoiym ‘(Butures; ‘yuswdinba
Buinupuon oyl ‘wa)sAs adug|llanins ay} Ul papnjoul uaaq aAey s|epdsoy s,A1unod |je ul spiem uoissiwpe pue Aouabiawse ay] - ¥ ‘S9lI0JBIOCE]) SIOUISIP BU} Ul Wa)SAS 92UE|IDAINS By} JO Juawaroidw|
spoyjaw sisoubelp ayy jo uoneledaid
paledaid usaq aney ay} ‘ABajesis Ansiuln yyesH sy woddns o) ueld uonoe sy jo uonesedaid
‘Aenuer ul payoune aq [[IM yoiym ‘ABajesys ay) jo uonejusws|dwi ayy Joy uejd uonoe ayy pue ABajels SAalv-AlH dul - ¥  'slO}edlpul Mau JO UoiONPOIIUL 8y} pue welbold | SI/SAIV/AIH JO uonenjerssy
14 *sojullo sisoubelp Bunj ul yels Juswabeuew ay) jo Bujurel |
¥ "|oJuod Japun way} Buidesy pue seseo pasoubelp ||e jo juswieal) ajeudoiddy
uonenys [esibojoiwapids ayy Jo sasAjeue |eoipouad Jno
¥ Buikuies pue spiepuejs Juensjal Jo siseq auy} uo uonew.oyul Jejnbas Bunos|o)n
v sased 0g] jo Buisoubelp Aloyeioqe| ayy ul |9Ad] 18ybiH
.:Num:_mﬁo uaaq aneY sased Jg] Jo Juawieal) Joj sbrug
"losyuod Japun jday usaq aAey sased pasoubelp ay] -uonewsojul sy} aroidwi 0y dn paddaels usaq sey sjoulsip 8y} pue sjousip ayy |[e ul ABajess S-10d
lendsoH aseasiq Bun AjisiaAiun Y} usaM}aq UOHEDIUNWIWOD Y] "S}OLISIP [|B Ul pajjeisul usaq sey welboid S10Q - ¥ OHM Joj weiboid sisojnosagn] [euoneN a8y} jo Buuojuow pue uonejuswa|duw|
a1e) yyesH Aewid ay)
¥ Ul SI8)UBd UONeUIDOBA 8y} Buluiwis)ep o) pJebas ul ABajel)s ayy ul sjuswisnipy
J19pIQ SIY} JO sISeq ay} uo AJuouyiny auy Jo uonesado sy 1oy suonenbai Yep ay) jo uoneledald - (101088 ayeAud BU) Buipnjoul ‘AJLIOLINY [0UOD SUIJBA [EUOHEN
‘panoidde pue payelp usaq sey JapiQ JaISIUIN YeaH a8yl - 14 ay} Jo Juawysi|qeisa) [ouod Ajjenb jonpoud jo waysAs Aiojeloqge| parosdw
weiboud
uoljeurd9eA 8y} Joj uleys Buljood ayj Jo adue|laAIns ay) pue sabulAs aaiy pasinoid sey [AVD “wa)sAs uonosjold
BUIOOBA BY} 0} Wajqoid B 8SNED 0} BNUIUOD SIND Jamod Y| ‘|asing pue ‘afuysn- ‘a)IpuIl JO SIOUISIP Y} Ul N0 paLlied
uaaq aAey uleyd Buljood sy} Jo ouUBUSIUIBW BU) S)EN|BAS 0} suondadsu| “1aqiqg ‘Jejseyolfo) 4apo)ys ‘saung ‘@Iojn ureyo
‘auell] ‘e)pJI ‘©210) se yons ‘sjousip Auew ul spadxa ubleio) yum pajenjeas usaq sey Ajunoas uleyd Buijoos ey - ¥ sIy} Jo uonenjeas pue ‘yuawdbine ureys 6uljood ay} jo aoueusjuiew ‘Alojes
‘paziuebio 8 Os|e ||IM 9SINOD UOIBWLIOUI UE ‘S}oLISIp
ay) ul Bujuresy oy uonippe u| ‘Ayajes abuliAs pue uieyd Buljooo ayy 0} pJefial ul paules) Usaq Sey Je)s UoeUldd.A Y] - ¥ uojjeulooeA ul pabebua yejs ayy jo Bujures |
"43DINN Yim uohe1adood ul paulejqo usaq
aABY SaUIDOBA JO sjuabuiuod payioads ay] "awayos s)i A SaUIooBA 8y} ulejqo o} padjay sey welboid |43 “palulelqo
uaaq aney ‘%001 Aq ‘sauiodea jo sanuenb Alessaosau ay) ‘43DINN YIM Juswaalbe [essle|iq ay) Jo SISeq ay} uQ - ¥ S8UId2BA UM 7| 0} dn pabe ualp|iyo jo abeianod 9,001 Buiraiyoy
auljpeaq s||ejjaoys uonejuswajdwi 10} SUOSEIY-
MaN sainseaw uoijejuswajdwi- _:~7 €002 10} suonoe Jolid




80¢€

uonesado ojul Jybnoiq usaq sey uolewloul Jo abueyoxa ayj 4o} sJompau Jaindwod ay] ‘uibaq uoos
m Bulio)s ejep pue paja|dwod usaq sey swelboid aaieoldde ayy jo Bunsa) sy “pajjeisul usaq sey ‘josfoid ay) Aq
uaxeuapun s|NPoW 8y} 1o} SIBAISS [BLJUBD OM} Jo pasodwod ‘Buissadoid pue uonessiBal ejep ay) Joj Jun [enusdd ay| - ¥

J9pONyS ‘ueseq|F* yswels)' 1do)ysad ‘eueli] Ul SeOIAI8S Ujeay [ejus AJunwiwod sy} jo Buuojuow snonujuoy - I

"8J0|A ‘Buell] ‘JBpONYS ‘ueseq|3 ‘ Yswels) JO SJoL)SIp 8y} Ul SI0}o0p

Ajwey sy} Jo Bulurel] "auell] ‘ 8IO|A ‘JOPONYS ‘UBSEQ|T JO SJOUISIP 8y} Ul S10}00p dujelyoAsd isieroads ayy jo Bulules] - ¥
"o1uljoAjod / "ON JoUeNnD Jo 821AI19S Jualjed-1no ay) Je euell |
HHSY ul ‘uoddns QHA UM ‘pajesnBneur usaq sey Julod YieaH [ejus ANUNWWOD 8y] "U)esay [ejusu uo me| ayj Jo

JuswaAoidwi 8y} Uo BUINUIZUOD S| HIOM PUB £00Z €0°GZ B1BP ‘9L | ON JOpIO J8ISIUIA Yim parosdde sem juswinoop ay] - %
‘pasedaid usaqg aAey sBululel} 9S8y} 10} S|NPOW payiun ay] “Jaqueldes o}
Kienuer wouy eoe|d usxe) ey saiqeq uiog Ameu pue ‘Buipesy-jsesiq ‘uswom jueubaid 1oy 81ed uo suolssas Bujurel] - I
14
syIq
0001 Jad 0z s! ejes Ayjepow [euseyew ayy pue syuiq aAie 0001 Jad G| si pouad Yuow-g auy} Joy 8yl Ajjjepow ajuejul
By "SJOMISIP BU} WOJ) POAISOBI BJep BU} JO SISeq auy} uo a|qe} Arewwns e paledaid sey 10}08g yjeaH aAjonpoidal 8y - %
14

00 10} POUOISIAUB SI YoIYM
002 ‘loyOoo|E WU} [0UOD UO ME| JJelp 8y} Jo uoledwod sy yim |ejiesed pajidwoos aq pinoys ABsjesis ayj jey) s uoseal a8y - z

Buiuieny yeys pue Aisiuly yyesH auj jo uonezusindwo) “sioyedipul
pue sweiboid a1gnd yijeay Joy waysAs pazusindwod e jo uonejuswsaldw)|

Ayjenb ao1n18s Uo uo pie| siseydwa
Y} YHM SBIAIBS U)|eay [Bjusw Ajunwiwod 8y} JO uolien|eAs pue Bulojiuop

sjoafoid jojid uonensuowsp
ay} ul seakojdwae yyjeay aied asewnd pue yyeay [eusw sy} jo Bulures ]

yjlesH |ejuay uo Abajess ay} jo [eaolddy

juswysLINOU pue ‘YmoiB ‘Bunoyuow pjiyd noge sjdesuod
Are10dwajuod ypm seolAIes 8180 pliyd Ul Buiyiom yels yieay sy jo Buiuies]

uonoajold syl pue Buipas)-jsealq U0 Me| 8y} JO BuLojUOW SNOURUOD

ale)d yjesH
Aiewid ul S80IAI9S PIIYO PUB JBYJOW Ul YJOM 8y} JO uoisiaiedns ayj pue ‘sjel
Ajljepow pue uolen)is aseasip a|ljuejul pue ‘|ejeu-liad ‘|eussjew Jo Buoyuopn

senss| BuNo-ssoIo
9S9U} UO ‘SI0}08S JBUI0 UM UoNeladood ul ‘swesfoid Snouea Jo uoienujuo)

|0yooje Woly [043u0d uo ABajesis 8y} jo uonesedald

yiesH [ejusiy uo ABsjens pue ‘jouod SAIV/AIH uo ABsjens
‘losuo) 022eqo | U0 ABajens ay) ‘yyesH dlgnd uo Abajesis ayj jo jeaosddy

siseq |eba|
ay} jo Buluayybuans pue saibajens ay) jo uoiesedaid ‘000E]O)} pPUE ‘|OoYy0djEe
‘sBnup Joy puewap Buionpal uo sweiboid ayy jo uoisuedxa pue juswaroiduw)

ulbuo Jajem Jo Aysiogqiow pue Ayjenb iajem sigejod Buipsebas suonenys
8y} Jo uonenjeas ayy ul sisibojojwapids pue sioyadsul Joj Bujuiesy snonupuo)

UoJeNYIS JUSWIYSHNON pue Poo4 Jo sisAjeuy ay} jo uojesedaid

aulpeaq s||ej3ioys uonejuawajdwi] 10} SUOSEIY-
MaN sainseaw uonejuswisdwy- o

€002 10} suonoe Jolid




60€

sjuawysaul panoidde Jayi0 ‘iz

0¥N3 ul SaYvO d8loid ayy jo spuny b1z

w ur1e6pnq s, )UBLILIBOOL) B} JO SPUN4 ciz

(44

"JUSIOIYS0D UOHEZIIOLY

sumoj Biq 8y} 0} 8AOW J1ay) JusAald O} Seale Juejsip pue [eins

A HSW z ul Bunpiom [puuosiad ay) Jo uoneAiop / waysAs yyesy oignd ay) ul jpuuosiad ay) jo uonnguisip [esiydeiboab ayy ul eouejeq e Buinaiyoy
ocl sjeydsoy |euoifai Bulysiqe)ss Jo wie ay} yim ad1AIas [eydsoy oy jo uoneziuebioay
sojulo Juanedino
0s2 HSI 1 891 JO UONEJIGEYa] PUB UOIONIISUOYD /SOIUID Juaedino yjim a6BISA0D %, 0G PUB SI8)uad yjeay yim Aiojus) ay) jo abelanod %001
SUaZIJ || 104 pue A10}1113) BJOYM 3y} Ul SS@IJE 3DIAIBS y)leay Bulnoag
ue|d uonoy 8y}
HSW 1 pue ABajeng auy jo uonesedald “Apnis jJueas|al ayj jo uonelsedald yjeay jo pjay ayy ul Absjens uondniioo-ue Buoj-leak e jo uonesedaid
wnwiuiw e 0} uondnuod Jo uononpay

SuldIps
Jo Aynoe4 ‘HSN € auIdIpa| Jo A)noe4 ay) ul yjeaH dlignd uo wesboid 1s)se|y ayj Jo uonemu|
HSIN 4 sue|d Je)sew om} ayj jo uonesedald
‘suoibai xis Joj sueld jo uonesedaud
] HSW e pue |auuosiad a8y} 0} soue)sISe ‘SieulWwas ay} Jo uoleziuebio ay) ‘ssasoid Buiuueld ayy ul pabebus aq |m yaiym ‘|suuosiad sy} jo Bujures |
|9A9] |00 PUE [BJJUSD BY} JB S92IN0sal 8y} Jo Buuojuow pue ‘uonnqguisip ‘Buiuueld jo ssesoid ay) Jo jJuswaroidw
S921N0S3aJ JO SN 9Y) Ul SSAUSBAI}I3Yd pue Adeolyye pasueyugy
[] HSW € 10}093 d)eAlld Jo swajqoid uo salpns jno builiie)
10308s 21jgqnd a8y} 0} Alojuswaldwo9 se 10)03s djeAld Jo 8|0 ay} Jo Juswanoidw|
Kya100s subledwed ssauaseme 21jqnd Jo uonowold ‘sbuneaw s|qejpunoi jo uoneziuebiQ ‘0je JopiQ 8SINN dY} ‘4apIQ IsiBojojewols
JINID “48pIQ 10}00Q ‘HSIN z 8y} se yons ‘suofjeziuebio [euoissajoid mau Jo Juswysiigelss ay} Joy poddns pue JapiQ 10100 Y} Jo 3j0d dy} jo Bujuayibuansg
suoneziueBio [euoissajold yyeay jo ajos 8y jo Bulusyibuang
SJB)SIUI JO [IDUNOD BY} O} UOISSIWANS JI8Y) pue ,Ajuoyiny
0C HS 3 Kyojeg poo |euoneN uQ, ‘,S|0YOd|Y WOl uolosjoId UQ, ‘,Buipung yiesH uQ, ,SeoueInsu| YyesH uQ, sme| Jelp ayj jo uonesedaid
yiomawely [eba| ayj jo Juswanrosdwi pue uonsjdwod/walsAs A1oje|nbas ayj jo Juswanoidwi

uonnjsul
GLZSIYIO vizspied ¢lLziebpng a|qisuodsay ¢ZleM suopnay AjuoLd a1|qnd /seanoalqo

ue|d [enuuy-$00Z X1eN



oLe

si0}eo1pul pue swelboid a1ed yyesy

0S HSI 1 uo wajsAs uonewuojul ue jo uonesldde auy ybnouy) sease anoge ayy ul syoafoid oyoads Jo uoneulpiood pue Buuojuow ajgissod }seg
seale J09(oid uolessuowsp
8y} Ul siaxIom a1ed yyeay Alewrd pue yyesy |ejuaw 8y} jo Buiuled] sy} pue ‘saolAIes [ejusw AjJunwiwod ayj o} sjeydsoy oujelyoAsd
S/ %7 HS9O‘HSW 1 BV} WOl S82IN0SaI By} JO JBJSUEL} BY) PUE UOIEZI[EUOKN}}SUI-OP JO ssad0.d ay} ybnouy) sjosfoid uonesysuowap Bunsixe 4 jo Buiusyibuang
991AI9S U}|eay [ejuaw A}unwiwod ay) Jo uonepljosuod
8Je)d yjesH
QJEWILId Ul SBOIAISS P|IYD PUB JOYJOW Ul 3}I0M 8y} JO uoisiaiadns ay) pue ‘ajel AjijeLow pue saseasip Jo UOIENIS dijuejul pue ‘|ejeu-liad
92 432INN ‘HS 1 ‘leusajew jo Buuoyuow ybnouy) syes aseasip pue Ajjeuow pliyo pue Jayjow Buonpal Agq uonenyis yyes pjiyd pue Jayjow jo juswaroidw|
S}NIspooy pue Jayem ajqejod
ol HSW 1 10 Ayjenb ay) JaAo |043u00 aAeY 0} diay [m yoiym ‘(Bururesy ‘yuswdinba ‘sauojeloge]) s}oulsIp 8y} Ul Wa)sAs aoue||ilaAIns ay} Jo Juswaoldw|
sojwapida pue saseasip d1yielp ay} Jo uoljuanald
z ABajens [euoneN SAIV-AIH @u} jo Buuojuow pue uonejuswsa|dw|
HSW 1 sjousip au} Jle ul ABajens S-1 0a OHM uo welboud sisojnosagn] [euoneN 8y} jo Buuojuow pue uonejuswsajdw|
1SI pue SAIV-AIH ‘041 Jo peaids ay} jo uoijuanaid
HSW 4 S1onpoid 099eqo) wouy uondsjoid yjesy uQ, Me| sy} jo jeaosddy
Buiyows pue ‘loyooje ‘sbnip ay) yym uoioauuod ur ubledwed ssausieme oljgnd pasealou|
(¥00Z Ul %02) way} Buroueuy ur Aisiuly YiESH auj Jo uoisnjoul 8y} ‘Jepus|ed |d3 oju!
8 1z HSIN 1 BUIODBA BZUSN|JUI SN|IJOWSY dU} JO UOISN|OUl S} ‘SBUIDOBA 10} SPadU au} JO Juawl|yin} %001 Ubnoly) saseas|p snoibejuod |43 Jo uonjuanaid
suonuaiajul ay19ads Yybnoayy siojeslpul yjjeay ayj} jo juswaroidwy|
aMMO ‘HSIN 1 saoewleyd [eydsoy ayy ul Juswabeuew ay} Jo Juswanoidw|
14 aMMO ‘HSN 4 aInonus gyMO dy Jo Jusaroidwi
L aMMO ‘HSIN 4 ME| 8y} Jo uonejuawaldwi ay Joj sjoe [ebal-gns ay) Jo [erocsddy “sbBnup uo mej| ayj jo [eaouddy
sooud ajgepioyje je sbnip aAljoaye pue ‘ajes ‘Aiessadsau Buipirnoid
uoinjiysul

§1ZSIBYI0  piZspied  glLziebpng

a|qisuodsay

zeh

suopoy Ajioud a1qnd /seApalqo




L€

paJinbai Buoueul4 02z

sjuawisaAul panoidde sy 1z

0¥N3 ul SQyvO 99foid ayy Jo spung 81z
1w ul 3o6png s jusWUIBd09) 8U} JO Spun4 e
JUSIOIB0D UOleZIIOLd otz

0S¥ 4O UONEIqeyal pue UoiONIISUOD 8y} ybnodyy solulo Jusiedino

002 - 008 £002-¥002 HSW 3 Upm 86e18A0D % 0G PUE SISBJUSD Uleay Yim AIojLus) au} Jo 86I8A00 %001

SUdZI}I ||e 4o} pue 1031119} oYM 3y} Ul SS9k 3IAIBS Y}jeay Buninoag

wnwiuiw

szl - - - 1002 HSIN 1 e 0} uoldnuiod jo uononpal ay} Joy weiboid e jo uondniiod pue uonesedald
wnwiuiw e o} uoydniiod o} uodNpPayY

0s S002 auIIPa 4O AYndey ‘dHSI ‘HSIN € 100YdS UjeaH oliqnd 8y} Jo juswiysiiqeis3
awayos Bulpuny aoueInsu| [e100s 8y} Jo uoisuedxa |enpelb

1002 HSMSI ‘HSW Z 8y ybnoiyy HSYSI oy Buusyibusys Jo wie sy} ynm spow Buipuny paaoiduw|

44 - - - 002 HSW € sueyd Jejsew |euoibal om} jo uoljeledaid
wa)sAs ay) Jo syoadse yuepodul }sow

ozl - - 0z 1002 HSIN I Uy} JO BWOS Ul Spaau ay} o ainyoid Jes|o e }ab o0} salpnys awos no Buikued
g9 - - [ 1002 HSIN I ssao0ud Buluueld ayy ul pabebus aq |Im yaiym ‘|auuosiad ayy jo Buiuiel |
|9A8] [EDO] PUE [BJJUSD B Je Way) Buniojiuow pue ‘Bunynquysip ‘Buiuueld jo ssaooid ayj ul pue sa24n0sal JO asn ayj} ul ASUSIDYJS pUB SSBUAAIIOAYS pasueyuy

jor4 - - - £002-9002 (Mueg pUOM ‘OHM ‘dldq) :siouoq ‘HSIN € l0joas yjeay speAud ayj Jo Juswdojersq ay) uo ABsjens ey} jo uonesedald
ol [ 5002 HSW e swa|qoid 10}09G d}eAlld Uo salpn}s no Buikuuen
10}03s a1jqnd ay} 0} Aiejuawa|dwod se 10}09s djeAlld ay} Jo 3|01 ay} Jo Juawanosdw)

99 JapIQ 9sINN “48pIQ Isibojojewols se yons suoneziuebo [euoissajold

Mmau Joy poddns pue ‘JapiQ J0}00(d dYj} JO 8|0 By} JO UOIIEPI|OSUOD 8y}

0S 1002-¥002 HSW 4 ybno.y; suoneziuebio jeuoissajoud yyeay ayj Jo ajos 8y} Jo Bulusyibuang
sme|

2y} Jo uoiejuswa|dwi 8y} J0} JBJOBIEYD SABWIOU B JO Sjoe |eBa|-gns ay}

o (0r4 1002-7002 HSIN l 10 |enosdde ‘sme| Bupsixa ayj Jo Juswanoidwi ‘sme| yeip mau jo uonejdwo)
ylomauweluy |[eba] ay} jo Jusawanoidwi pue uonajdwo? jwalsAs Aiojeinbas ayj jo Juswaroidwy

02ZA 61gsiayjo gizspleg L1ziebpng auljpeaq suonnyisu| a|qisuodsay S~7 suopnay AjuoLd a1|qnd /seanoalqo

ue|d w9 1-plN-L002-¥00¢C XI43elN



42

991AI9S U}eay [ejusw AJunwiwod sy} J0 UOKepIOSU0)

ale) yjesH Aewud
Ul S92IAIBS PlIYD PUE JBYJOW Ul 3IOM BUj} JO uoisiAIadns 8y} pue ‘Ajjepow

yA §002 430INN ‘HS 3 pue sasessIp Jo uoienyis s|juejul pue ‘|ejeu-tiad ‘|eussiew ayj Jo Bulojuo

a)el aseas|p pue Ajjelow pliyd pue Jayjow Jo uoijonpal ayj pue ‘uonenyis yjjeay pjiyo pue sayjow jo jusawanoidwy

siseq |eba| ay} jo Buluayibuaiys ay) pue saibsjelys ay jo uoneledaid

oy 1002-7002 HSIN z ‘splal} JuaAe|as 8y Ul swesboud ay) jo uoisuedxs pue Juswaroidu|
092B(0} pue ‘|joyodje ‘sbnip Jnoge ssauaieme aijqnd paseasou|

S}NIspooy pue Jayem ajqejod

10 Ayienb ay} Jano jos3u02 aAey o} djay (M yoiym ‘(Buruiely ‘yuswdinba

‘salI0}eloqe]) S}oUISIP 8y} Ul Wa)sAs aouel|laAINs ay) Jo Juswaroldw)

0C Sl 1,002 HSW 3 2y} ybnouy siwspid ay} pue sasessIp dlYLIeIp 8y} Jo uojuaAaid
002 1002 HSW 4 ABejens euoieN SAIV-AIH 8u} Jo Buuojuow pue uonejuswa|dw]
sjousip 8y} e ul ABejess §-10a OHM

0z 5002 HSW 1 uo weibBoid sisojnosagn] [euoneN 8y} jo Buuojuow pue uonejuswaldu|
LS| pue SAIV-AIH ‘041 jo peaids ay} Jo uojuanald

wayy Buipuny ui

Ansiuln yjleaH 8y} Jo UoISN|oUl [BNPEIS) ‘SBUIDJEA |43 JO UOISN|DUl [ENPEID

ol 96 1002 HSW l ‘SBUIDOBA UM | 0} dn pabe uaipjiyd ey} Jo 86e19A00 %001 Bulrsiydy

saoud Bnup Jnoqe Aouasedsuesy pasueyug isaseas|p snoibejuod |d3 ay} Jo uoijuaAald {suonuaAiajul oiy1oads ybnouay)y siojesipul yjjeay ayj jo yuawanoidw)

or 200C MO ‘HSW 2unjoNLS gYMO Y} 4o Juswanoiduw|

€ 1002 aMMo ‘HSW uoreysiBa| [eannaoewseyd ayj Jo uolezieuly pue juswaroidw|

sooud ajgepioye je sbnip aAljoaye pue ‘ajes ‘Aiessasau Buipirnoid

sumoj Biq ayy 0} eAow J1ay} Juaaid o) seale juejsip pue

Jeans ur Bupjiom |puuosiad ay} Jo uoieAow ayy ybnolayy waysAs yyeay olgnd

0g 1002 HSI z ay ul [puuosiad ayj jo uonnquysip [eolydesfoab ay) ul eouejeq e Buirsiyoy

juswdinba

002 00S 1,002 HSW L lle yum wauy Jo 9AY Jo Alddns sy pue s|eydsoy [euolbal sy} Jo Juswysiigesy
s|ejidsoy |euoifal Buiysigelsa Jo wie ayj Yym aoiaias |eydsoy ayj} jo uoneziuebioay

soJulo Juanedino

0Z¢A 6lzsioyl0  sizspied  L1zivbpng auljpeaq suonysu| a|qisuodsay S~7 suonoy Ajuoud a1qnd /seAndalqo




€Le

siojeoipul pue swelboid
aled yjeay uo waysAs uonewuoyul ue jo uojeoldde ayy ybnoiy) seale
(014 0S - - 1002 HSIN l anoqe sy} ul syosfoud oiyoads Jo uoneulplood pue Buuojuow ajqissod }sag

seale j08(oid uopessUOWSP BY} Ul SI9IOM Bled yyeay Aewd pue yyeay
|eluaw ay) jo Buluies] 8y} pue {s821AI8S [BJUBW AjUNWWOD dy} 0) sjepdsoy
oujelyoAsd ay) Woly $921N0SAI BY) JO JBJSUEBI) BY} PUE UOIEZI|eUOlN}SUI-BP
oy Sl 9002 HS90 HSIN 1 10 ssao0.1d 8y} ybnouyy sjoafoid uonessuowsp bupsixa ¢ Jo Bulusyibusng

0zzA 61ZSIYI0  8LZSPIeD  L1Z3ebpng auyjpesq suonmsu| ajqisuodsay o7 suopoy Ajiold 211qnd /SaAR29[q0




1423

143 [44" sjueyqeyul 000°00} Jod eaylielp Jo 8ouspiou|

¥'6l sjueygeyul 000001 Jad D1 Jo sousplou|

9l 0g1 wouy ajel Ajjeuopn

Sl Lee UHIg 9A1000 001 Jod Apjepow jeussiepy

Sl v/l syuIq 000} Jod ajes Ayjepow jueyu|

8l L'o¢ plo sieak G 0} dn uaipjiydo puesnoyy Jad ajel Ajjeuopn

16 16 16 16 16 16 16 16 saulooeA Alojepuew AQ paianod uoneindod
1061 98zl z€L awayos aoueInsul yyeay Alosiape ayy ybnolyy Buiwod Buipuny ao1Aas yyeay sy jo abejuaciad

081 12021 EET (ISHI 4o} Jajsues) sy} pue juelb Juswuianob |eso| ayy Buipnjoul) Jojoes yjleay ay) Joj pajesojje Jobpng a)e)s ay) Jo abejusdiad pue Junowy

ov'e L'ec 20C a8l vS'C dao jo abejusoiad e se sainjpuadxa yjesH

L00C 900C S00Z +00C €00Z 200C LOOZ 000C duljesegq siojeaipu|

sJiojeslpu] BurLiojiuop



MINISTER OF STATE NEARBY PRIME MINISTER

Legal framework. Improvement of low no
9009, date 13.2.2003 "For internal auditing
in public sector”. Lows no 9017, date
6.3.2003, no 9030, date 13.3.2003, no
9086, date 19.6.2003 that amended Penal
Code of the Republic of Albania, Low no
9049, date 10.4.2003 “for declaration of
properties and financial obligations of
elected persons and some of civil
servants”. Low no 9064, date 8.5.2003 “for
some emendations and changes on Low
no 7971, date 26.7.1995 “for public
procurement’; Low no 9084, date
19.6.2003 “for some emendation and
changes in Low no 8610, date 17.5.2000
“for prevention of money laundering”; Low
no 9085, date 19.6.2003 “for some
emendation and changes in Low no 7905,
date 21.3.1995 “penal procedures cod in
the republic of Albania”’; Low no 9110,
date 24.7.2003 “for organization and
function of heavy crime courts”; Low no
9121, date 28.7.2003 “For protection of
competition”; Low no 9131, date 8.9.2003
“for ethical rules in public administration”
Low no 9135, date 11.9.2003 “for
protection of consumers”; Low no 9150,
date 30.10.2003 “for pharmacist order in
the republic of Albania”. Some steps are
taken for the revision of legal framework
relating to conflict of interest and election
campaign. Three regional activities have
been organized with participation off local
government representing focused on
issues like: audit, local government
servant information access and
transparency, fight against corruption etc.
during 2003 was prepared the module
“ethic and anticorruption” that will help the

training of the civil servants in public
administration.

Public administration department: during
2003 has been made 277 new
appointments in  public administration
institutions. Only four procedures have
been canceled from civil services council.
(1.44% of all the procedures). Number of
vacancies is still high compared with the
total number of civil servants. During 2003
76 civil servants or 4.5% of total number of
civil servants has resigned. Contracted
persons in public administration were
limited to 4.8% of the total number of the
civil servants. During 2003 has been
increased with 56% the number of parallel
movements compared with 2002. During
2003 are confirmed 441 civil servants, has
been decreased with 17% first grade
evaluation and is increased 17% the
second grade performance evaluation. 19
structural changed had took place and
have been approved 12 new structures in
line ministries. From 33 claims 23 have
been accepted by civil servise Council.
During 2003 ITAP had trained 1167 civil
servants by 14 training topics and 72
training courses like: Project
management, public procurement,
performance indicators training needs
assessments, gender issues,
decentralization, annual monitoring and
evaluation, internal audit, environment
management, human recourse
development, ethic and anticorruption,
public administration reform and
management skills, administrative
sanctions and claim procedures, European
integration issues.
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