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Executive summary

“Assessment of the strengths and weaknesses of taioupolicies in South East Europe:
National report of Albania” is being carried outtire framework oSustainable Agriculture
and Rural Development in Mountain Regions(SARD-M) Project. The SARD-M Project
aims at supporting the rural livelihoods of mountpeople by facilitating the design, review,
implementation and evaluation of relevant policckages and institutional processes for
promoting SARD in mountain regions at global, regilp national and local levels.

The SARD-M policy assessments intend to provide uaderstanding of strengths and

weaknesses of mountain policies, including so@abnomic, environmental, cultural, legal

and institutional aspects, in relation to sustdmaigriculture and rural development. The
aim of the assessment is not to conduct an in-dapdtysis of policies in a specific sector,

but to try to provide more of a global overview arrdss-sectoral understanding of strengths
and weaknesses of policies for SARD.

The assessment goes through five main steps:

1. Selecting an entry point for SARD-M policy asgaents;

2. Assessing the situation of SARD-M policies witkiie country policy framework;
3. Assessing the impacts of policies on SARD indiwentry’s mountain areas;

4. Assessing the impacts of existing institutiond policy formulation and implementation
processes for SARD in mountain regions;

5. Summarizing findings, recommendations and praisdsr follow-up activities.

Such ageneral approachpays special attention to (i) impacts of policipspcesses and
institutions; and not only the policy relevancé @ieing holistic in terms of cross-cutting
policies but going also in reasonable details tghotentry point policies”.

The mainmethodological toolsused to carry out the assignment include:
Desk review;

Participation in a roundtable consultation meetngRural Development Strategy meeting
organized by Ministry of Agriculture, Food and Conwer Protection at the regional level;

Consulting the minutes of roundtable consultatioeetings on Rural Development
Strategy in two additional mountainous regions;

In-depth interview with stakeholders.
Themain results of assessment could be summarized as follows:

Mountainous areas in Albania hageat potentialsbut they are stilunderdevelopeddue to
low sensitivity from the whole society — parliament, governmemil.c

In consultation with stakeholders, the GoA polioysupport fruit and livestock sub-sectors
was chosen as amtry point for analysing government policies related to maingus areas.
The entry point of the policy assessment reveaddtowing:

Priority to support fruit and livestock sub-sect@gonsidered as pertinent from economic,
social, environment and cultural standpoints.

Financial support to fruit and livestock sub-sestoray be limited because of a lack of
difference between low and mountainous areas ipoliey and limited political advocacy
in favour of mountainous areas. That having saa@hods have shown interest on sub-
sectors under discussion.

Problem mapping (constraints to be removed in onédw develop fruit and livestock sub-
sectors) is rather inadequate - access to land land ownership insecurity,



underdevelopment of whole value chains rather timsnfficient orchard development
seems to be among central problems for mountaiaas.

Problem analysis in terms of policy options to soldentified problems is rather poor,
since there are other policy options, other thabsislies that have not been assessed
properly.

The provision of subsidies for area planted withitfirees and vineyards as the policy
option chosen will more likely encounter implemeiota problems, due to the excessive
administrative efforts involved.

The weak points of policies are largely due to igufficient participation of related
stakeholders.

Hence, the impact of such a policy is expectecketbrbited.

GoA has designed and implementespacific programme tailored to mountainous areas
Mountainous Area Development Programme (MADP). Wnd&ADP that addresses
mountain area specificities, two agencies (Mouwagn Areas Development Agency and
Mountainous (MADA) and Mountainous Areas Financaedr(MAFF)) have been established.
The impact of such a programme on mountainous draabeen less than expected: MADA
has rather failed in coordinating all investmentriountainous areas with the aim of efficient
use of mountainous areas resources. MAFF has dlexdede become a leading financial
institution for mountain areas, though giving up tibjective of social lending.

There is no SARD-M or SARD strategy in Albania. Thaving been said, different aspects
of policies on sustainable agriculture and ruraleligoment are implicitly being addressed by
a number of documents, namely the National StrafegyDevelopment and Integration
(NSDI), Mid-term Budget Programme, three crossiogttstrategies (Rural Development
Strategy, Regional Development Strategy, StratefyEnvironment) and five sectoral
strategies (Strategy of Agricultural and Food, tefgg of Tourism, Strategy of Transport,
Strategy of Health, and Strategy of Education).e Blbhove-mentioned strategies are being
prepared or updated in the framework of new NSDHppration. Numerous donors also
support initiatives and projects tailored to moiumdas areas.

Though mountain area specificities (potentialitiesstraints and diversity) are addressed in
a number of strategic documents, there is no ¢ars on mountainous areas in the NSDI,
and in any of the above-mentioned documents. Ttledé focus on mountainous areas may
result in insufficient funding to mountainous are8sistainable agriculture is inadequately
included in strategic documents; there is no famusustainable agriculture in mountainous
areas in the Strategy of Agriculture and Food. Hewethe EU integration process represents
opportunities in terms of sustainable agricultuned arural development, including in
mountainous areas.

Theimpact of policiesaffecting mountainous areas though mixed is ol/enaited:
The impact of Mountainous Area Development Programnsness than expected,

The transfer of usufruct rights on forest and pasts- where implemented - has resulted in
impressive forest regeneration. Stakeholders, hewelaim that the transfer is slow;

Though the impact of the Strategy of Agricultured dfood is to be assessed later, the
predecessor of the above mentioned strategy hiesl fisi complete land distribution and
guarantee land ownership security, increase ecanopgrators capacities, and improve
agricultural market infrastructure in mountainousas;

The impact of cultural and eco-tourism in mountamareas is limited — tourism remains
underdeveloped due to the huge investment needddtren tremendous coordination
efforts involved;

The impact of the education strategy is also lichbecause of slow reforms regarding the
establishment of regional schools; and improvidgcation quality;

Rural roads remain in poor condition and this repnés a major constraint to development,
despite some progresses made.



Limited impact of policies is in large part duevieaknesses adhstitutions and processes
involved.

Central governmeninstitutions have managed to establish directorates/sectarbarge of
rural and regional development policy. Moreover, Hhtegration process represents
opportunities in terms institutional strengthenibgt they suffer from insufficient capacities
in terms of number of staff and expertise to dedh \W8ARD M policies.De-concentrated
agencies(located at regional level, but subordinate to ¢batral government) have limited
staff and expertiseLocal government institutions at regional (garkydéhave managed to
establish policy and programming departments. Thaye a broad vision on rural and
mountain development, but they suffer from a latkansolidated and recognized functions.
Local government institutions atommune levehave very limited capacities in terms of
implementing sustainable development policies.

In terms ofpolitical processesijt comes out that there is a clear will from the fmolitical
level on country sustainable development. Thatrwagiaid, the lack of influencing pressure
groups, (farmers associations, mountainous arededleetc.) has usually resulted in weak
implementation of policies. Insufficient cooperatibetween central and local authorities
involved in mountainous areas development, espgaidien they belong to opposed parties
is another weak side that negatively affect strdpeadicy design and implementation.

There are legal requirement oansultingstakeholders in policy design and implementation,
but consultation is considered more as a “commuoita of policies (prepared by
government) to stakeholders rather than a partigerdRarticipation on the side of
stakeholders is rather limited due to lack of negiain power and expertise and lack of
government culture “to listen”.

Technical processdsave strong as well as weak sides. On the striolay & is to highlight
that strategic documents, including those affectimguntainous areas, are embedded in an
integrated planning system (IPS). In addition, tecdl working groups are routinely
established. On the weak side, there are concémtstihe IPS is too ambitious for the
Albanian public administration to absorb. Furthespperation among central government
agencies related to mountain area developmensisficient.

There are strong chances that sustainable develdpra@ be continuouslfinancedonce
qualified for funding into NSDI. There are alsoosty chances that the RDS prepared
according to EU guidelines can be funded by the Ekk local governments, both at the
regional council level and commune level, suffenirinsufficient funding. There is, however,
increasing sensitivity of donors (EU, USAID, DFI&tc.) to local government.

Based on the assessment, the study comes up vétHotlowing lessons learned and
recommendations.
Lessons learned

1. Mountainous areas in Albania have great potentiatghey are still underdeveloped due
to low sensitivity of society towards mountains.

2. The impact of policies depend heavily on policy ewghip and pressure of interests
groups.

3. The impact of a multiplicity of scattered, uncooratied projects, is negligible.

4. Every strategic framework should be part of a @ity recognized integrated planning
system in order for them to be sustained.

Recommendations on policies

1. Consolidate SARD (M) policies into a unique docutremd assign responsibility to RDS
structure as a policy body and to MADA as an openat agency.

2. Improve access and ownership security to land ressu
3. Support pilot value chain to set examples of manrdeea development.



Support marketing through the development of braad protected designations of
origin.

Support development and implementation of projetitat respect continuity of
development potentials rather than administratoiéipal borders.

Recommendations on institutions and processes

1.

Support institutions in charge of SARD-M, startifigpm the Rural Development
Department in MOAFCP.

Support establishment of an association of Parldang Members elected from
mountainous areas.

Preserve and develop social capital with a longrieerspective.

Improve electronic access to strategic documerdsaation plans affecting SARD-M and
organize seminars on cross-sectoral and intra1s¢@ommunication benefits.

Develop a Regulatory Impact Assessment (RIA) systimn mountainous areas.



1. Introduction

1.1 Background information on the country under study

Albania is a small, mostly mountainous country dyion the western seaboard of the Balkan
Peninsula. It borders Montenegro and Kosovo tonti¢heast and north, the Former Yugoslav
Republic of Macedonia to the east and Greece tadheh. Covering a total land area of 28,748
km?, the main geographic regions are the coastal

lowlands, the intermediate hill country and theMap 1: Albania

mountain ranges rising to altitudes of more thap
2 000 meters above sea level. The population j§," "+
about 3.2 million (2001 census), of which morg .
than 0.6 million live in the capital, Tirana. More| D "
than half of the population live in rural areasd an
about a quarter of Gross Domestic Produgt

(GDP) is generated in agriculture, which, TiranaOl
following transition, is now almost exclusively
based on very small-scale and typically [TALY ALBAMNIA

fragmented farming units. The overall populatior
density is relatively high, at 116 per km

Literacy rates are high for both sexes at around GREECE
98%, although the quality of education is said ta
be declining, especially in rural areas. Social

development indicators and other country data ssigdpat high incidence of poverty is more a
matter of economic impoverishment and income dedliyan of human poverty.

The economy has experienced dramatic changes thiaamnset of the transition in 1991. Output
in 1992 reached a low level - half that of 198%aition reached triple digit levels, and the
current account deficit rose to two-thirds of GDH8llowing privatization and liberalization in
agriculture, retail trade and small enterprisesPGjpowth, during the next three years, achieved
double-digit rates, inflation fell to single-digevels and external imbalances were substantially
reduced. Continued growth during 1996 resulted dirom fiscal expansion and pyramid
investment schemes. The collapse of these scheneesly 1997 led to the loss of about US$ 1.2
billion in personal savings and triggered a cribet brought the country to the brink of civil war.
Beginning in 1998, the economy initially grew ahaal rates of 7-8%, but the rate had slowed to
4.5% by 2002 due to the energy crisis. Real GDRvilron 2003 returned to an annual rate of
about 6% and is expected to be sustained at thelt ¢eer the short term. If this rate of growth
can be maintained, Albania is considered to baaxktto achieve, by 2015, its target of halving
the share of the population living under the akisohoverty line.

Albania is a very mountainous country. Only 16%tle¢ land lies below 100 m, 55% falls
between 100 and 1,000 m and 29% is above 1,00thos the land used for agriculture is often
quite sloping, with only about 44% of the agriculland having a slope of less than 5%.

Albania can be divided into three major agro-ecalgzonesbased on climate and topography:

The lowlands consist of the coastal plains along the Adriatid/donian Sea, with altitudes
ranging from sea level to 200 m. About 80% of thawal precipitation in this zone occurs
from October to March, resulting in a need forgation for summer crop production. Overall,
these conditions allow production of a wide ranfierops such as cereals, forages, vegetables
and grapes, as well as citrus in the most soutlpartyof the zone




The transitional hilly (sub-mountainous) zone ranges from about 100 torBp@onsisting
primarily of hills stretching from north to soutketveen the coastal plains and the mountains.
Olives, grapes, temperate fruit trees, maize anebivare grown, and there are extensive areas

of low and shrub forest. The transitional zone udels the agriculturally significant Korce
basin in southeast Albania, located
at over 800 m in the driest part of
the country (average annual
precipitation of 790 mm).

Map 2: Agro ecological zones in Albania

AGRDO-ECOLOGICAL ZOMNES

The mountainouszone consists of 5\ L niermerr Zeasal Aains
intermountain valleys and high | wess [EZX] Southern Coastal Ftains
mountain  peaks, with  mild N (30 Transitional (Hilly) Zone

summers and cold winters with
heavy frosts and significant

snowfall  (annual precipitation

averages about 900 mm in the south
to 1,500 mm in the north, and up to L
3,000 mm high in the northern | Adnatic ¢
mountains). Crops such as maize . < onn
forages, summer vegetables ang [ (iote e
winter wheat may be grown in the
valleys, with barley and potatoes at
higher altitudes. Temperate fruit
trees such as apples and plums ar
also grown. At high altitudes, the
zone consists mostly of forests and
pasture for livestock.

AW Mountains Zone
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As mentioned earlier, with sixty

percent of the area situated higher than
600 m above see level. Albania is a Source: World Bank, Albania-Rural Development Strateg

very mountainous country.

Albania is so mountainous that if one irons it atayill have an area larger then that of Russia,

a Russian mountain area researcher says in amatitsmral conference Mountains have
constraints, but they have also diversities andmigilities, as shown in the following box:

Box 1: Mountain area specificities in Albania

Constraints

Diversity

Potentialities

Life conditions in these areas are inferior to thosother regions of Albania. Public services stuch
as hospitals, health care centres, schools andeilgadens in many cases lack quality or @are
sometimes nonexistent. In addition, mail serviesdedommunication, roads, water and energy
supply are still problematic in these areas.

They are rich in natural resources (minerals, hydrsources, forests, food products of a high
quality and a high level of livestock raising), ieir actual development is still very low.

The mountain areas in Albania are a very imporpant of the whole country because they cover
more than 60% of the surface area, in which 35%h®fAlbanian population work and live.

Development of handicrafts and the traditional wikle the reprocessing of wood, leather, wool




clothes, carpets and rugs.

These areas are also known for cooking some spgpid of food. These areas have great
possibilities for development of the tourism sedtogeneral and specifically the natural tourism,
historical tourism, agro-tourism and especiallyta@l tourism.

Source: Belsanti, V et al. 2006.

1.2 Short overview of agricultural and forestry sector

Agriculture represents a major branch of the Alaareconomy. More than half of the Albanian
population lives in rural areas, and more than tiwds of the rural population is employed in
agriculture.

Arable land constitutes approximately 24% (700,0@) of Albania’s land area, pasture 15%
(425,000 ha), and forest about 36% (1 million Irayty-four percent of the arable land lies in the
coastal areas that are predominantly plains, aaddmaining 37% and 19% are in the hill and
mountainous areas, respectively.

The agricultural sector in Albania experienced draenchanges during the transition. After the
collapse of the command economy, the closure ofpexaive and state farms and the
redistribution of land to private ownership transfed the agrarian structure. The process created
more than 400,000 small family farms with an avertand ownership of around 1.3 ha, typically
fragmented into smaller units. In some hill and mtain areas, which together account for more
than half of all agricultural land, farm size iseevsmaller, at around 0.2 ha. All livestock and
most other assets of the state and collective favere also distributed to the new farmers. In
addition, important progress was made in privagjziagro-processing enterprises, and in
establishing a largely distortion-free incentivarfrework through price and trade liberalization.

By 1993, the sector had recovered from its largdinks, and by 1996, agricultural output had
increased to 37 percent higher than the level BB1%his turnaround was fuelled largely by the
act of putting land resources into the hands ofviddal farmers and by productivity increases in
the livestock sector. The early high growth ratagenslowed, however, with a 10 percent fall in
1997 resulting partly from the civil unrest of thagar. Nevertheless, since 1998, agriculture had
growth rates close to 5 percent annually. Thecatitire sector remains of major importance to
the economy as a whole. Although there has bedigtd selative decline in recent years due to
some recovery in the service, construction andstrdu sectors, the agriculture sector represents
a quarter of the Albanian GDP.

In the early years of transition, farmers, out etcessity, adopted a subsistence orientation,
adjusting the former state production patternseftect their own consumption requirements. In

areas of higher productive potential, which happefie closer to major urban centres, farmers
are now gradually becoming more market orienteds Tend is starting to emerge in mountain

regions; in these areas, however, marketing oppities are fewer, and the competitiveness of
the output is generally much lower.

The removal of the artificially imposed farming duetion patterns of the communist era has led
to a resurgence in the importance of livestockeeigly of extensively grazed small ruminants in
mountain areas. Livestock production is now a majomponent of Albanian agriculture.
However, fresh and processed animal products giealyy marketed under conditions of poor
hygiene, and there is little awareness of respmciood safety standards or the use of adequate
veterinary controls. The maintenance of domesticketashare is becoming more difficult as
urban consumers become more discerning with respgmtoduct quality and hygiene. Despite
difficulties and shortcomings, livestock produadjmited range of fruit and vegetable products
and viticulture, offers some of the best opporiesitfor farming-based rural development in




mountain areas. From a policy and planning persmechowever, it is necessary to view the

agricultural sector as part of a multifunctionatalueconomy, with efforts in poverty reduction

focused on a wider perspective, including the susbde use of rural natural resources and the
associated backward and forward linkages of adtioellto economic opportunities in other

sectors.

Forests comprise some 36 percent of the country's land areh constitute an extremely
important natural resource base. The potentiatefis the sector to increase its contribution to
the economic recovery by generating revenues faoipetrr sales, by increasing rural employment,
and by generating environmental benefits. Improwsdershed management should seek to
gradually transfer user rights of state-owned fisrasd pastures to communities and villages on a
long-term basis with the view of supporting theeliloods of these communities. By ensuring
long-term user rights, it is assumed that the @deiof local communities in the sustainable
management of these forest and pasture resourdedevnincreased, thereby contributing to
reduced erosion.

Albania has a rich biological and landscape divgniat maintains a wide variety of plant and
animal species. About 30 percent of all Europearafl are in Albania and the high forests are
home to communities of large mammals such as wplesrs, lynx, wild goats and the
characteristic bird communities associated withginirforests. Albania is also an important
crossroad for bird, bat, and insect migration. €hare about 91 globally threatened species in
Albania. The major types of endangered ecosystammabitats include sand dunes, river deltas,
alluvial forests, inland lagoons, coastal lakepjrd meadows, continental and glacier lakes as
well as broadleaf and coniferous forests. Well ngada these areas have significant potential to
provide income from tourism and recreation, as &aglto provide ecosystem services.

Albania’s fresh water resources will be subjedhtoeasingly competitive demands by household
consumption, industrial use, hydroelectric powaregation, and agricultural irrigation.

1.3. Survey of rural development

There have been tremendous developments duringittcemin terms of rural development.
Ownership transformation and migration (emigratioaye dramatically changed the landscape in
rural Albania.

As shown in the following tablepoverty in rural Albania is still high with 24% of the rura
population falling below the poverty line, despifeall positive developments in recent years.

Table 1: Absolute poverty rates in Albania

2002 2005
Sl Urban Rural Total Urban Rural Total
Total 19.5% 29.6% 25.4% 11.2% 24.2% 18.5%
Mountain 24.7% 49.5% 44.5% 17.1% 27.7% 25.6%

Source: INSTAT - LSMS 2002-2005

During the period 2002 to 2005 (latest data), thexse been substantial positive development in
poverty reduction, including in rural areas. Théadshow that the poverty has fallen more rapidly
in mountainous areas — one in four people was pno2005 in rural mountainous areas as
compared with one in two people in 2002. Poverguotion in mountainous areas during this
period has been quite impressive both in both uroash rural areas with more rapid poverty
reduction in rural areas.

+ ~101 % $ $



Nevertheless, poverty rates in mountain areast#ir@igh; it is about three times higher than in
Tirana. In the last three years, urban povertydedined faster than rural poverty, but there has
been some reduction in the differences betweemmegiExtreme poverty in rural areas in 2005
was 4.5% (3.5% for all strata) with a slight deseeas compared with 2002; extreme poverty rate
in rural areas for 2002 was 5.2% (4.7% for alltsixa

Agriculture (farming) sector represents the main activity unal areas; as mentioned earlier

two-thirds of the rural population is employed irgriaulture. Despite the impressive

achievements so far, there are still many problemith respect to Albanian agriculture.

Agriculture in Albania is now dominated by smallrrfeers who produce both for home

consumption and for a market serviced only by pevaaders, agro-processors and input
suppliers. Production systems remain basic, yields low, many farms are too small and
fragmented to be viable, physical infrastructurpasr, and private sector activity has yet to fully
fill the vacuum left by defunct state processing amarketing agencies. Thus, while impressive,
the changes to date are only the beginning ofrttrestormation process.

The rural economy depends on opportunities innbie-farm rural sector. Current non-farm
development is minimal and informal in characteis restricted to low-grade construction, small
technical and personal services, and petty tracdy @bout 20 percent of non-farm enterprises
are located in rural areas. In addition, over s tlecade, the economy has grown fastest in and
around the country’s principal lowland urban areatere the concentration of factors of
production has allowed better and quicker retuorisestment.

While agriculture has been successful in underpopriiood security, it remains essentially
subsistence-oriented. Limited agricultural surpdusare reflected by low agro-business
development. In addition, the development of tha-fawm rural economy has suffered from a
severe lack of institutional arrangements neededgaevelopment.

Remittances can be a vehicle for investment inl mneas. While remittances help to provide the
opportunity to start a business, improved accefisdocial resources for the start-up of non-farm
business in rural areas would be needed to jump-tta development. Lack of off-farm
employment opportunities are an obstacle to théndumrationalization of agricultural production
and the realization of the benefits of economiesazfle. There has been a steady reduction in
skills of the rural labour force through ageing,gmation, and the absence of education and
training of new entrants. Taken together, theswfahave contributed to a persistent situation of
structural unemployment in the countryside.

For many Albaniangemittances from abroad have been and continue to be an iponeans
of meeting their food and other basic consumptieads. A survey of household inconfmund
that agriculture accounted for 37 percent of totabme, remittances for 31 percergnd non-
farm business for only 16 percent of total incodeypical rural household in Northeast Albania,
the poorest region of the country, earned 8 peroérits income from agriculture, 21 percent
from livestock, 1 percent from processing, and @&fcent from non-agricultural sources,
principally remittances. At the household levelyngag and providing remittances through
migration is often seen as a way to supplementwuopton or invest in home improvement,
education or farm inputs.

A number of initiatives are under way to suppantal finance. Rural Finance FUnNdRFF) is
one of the most important institutions that prosidaicrofinance services in rural villages of
Albania. It originates from a World Bank projectused in 1992. RFF manages a network of
Savings and Credit Associations (SCA) spread oiggnt gistricts. Almost half of these loans are
used to buy livestock, a quarter for agricultuichaties, and slightly less than a quarter fodega
SCAs have also united in what is named Saving amdliCAssociations UnionMountainous
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Areas Finance Funds the only financial institution involved in conemcial lending in the
mountain districts of Albania. Its objectives inddupoverty alleviation in the mountain areas, and
increasing welfare by promoting employment and jgliog income-earning opportunities. There
are also some other initiative with modest resmltterms of financing rural development. The
role of commercial banking in rural areas is ungardably limited.

Natural resources in Albania have been degraded considerably durengsition. Districts with
higher poverty levels also show comparably higbgels of erosion and deforestation, indicating
a link between poverty and land degradation. Datat®n also impacts mountain water reserves,
reduces river flow levels and increases the riskeniere damage from flooding during periods of
heavy rainfall. A rapid increase of livestock numtbkas added to the stress on the environment,
as pastureland tends to be overgrazed. An estiné@tgercent of agricultural land is affected by
severe soil erosion resulting from deforestatioogrpagricultural practices, and overgrazing.
Though very little technical data is available @aston, it is clear that due to the very fragild so
conditions, millions of tons of fertile soil arestoevery year while dams and basins are silted up
rapidly.

The past intensive agricultural practices and tresgnt economic activities have all damaged
biodiversity and landscape diversity. Soils haaeeived little fertilizer since 1991, resultingan
decline in organic content, nitrogen, and potassiinmaddition to deteriorating soil fertility, a
decrease in water retention capacity and an inecemgidence of weeds and plant diseases also
results from this neglect.

Forest degradation is occurring for three majorsoea: excessive fuelwood collection,
overgrazing by livestock, and over-harvesting eketfodder. Productive high forests suffer from
illegal logging for commercial wood, accompanied d&yonsiderable waste of quality timber.
Flooding is an increasingly pressing problem, eigigcin the northwestern part of Albania
where watershed management is poor and drainagestinfcture is deteriorating. The total area
at risk of flooding is more than 40,000 hectaresafisal link also exists between deforestation,
overgrazing, erosion, and flooding, which is compied by the poor maintenance of drainage
canals and pumping stations. Marine and aquaculisinery resources are poorly managed but
have good economic potential. Albanian waters amensingly being fished, which exerts
increased pressure on the fish stocks off AlbaAm.a result, strong signs have emerged of
overexploitation of coastal fish resources in offghareas.

Rural Infrastructure deficiencies are quite high in rural areas. Migrathas increased the
pressure for infrastructure services in coastahpland urban centres and has decreased it in
rapidly depopulating areas. This vicious circle smkt difficult to strike a balance between the
high demand and need for infrastructure servicemdone populated areas in the plains and the
equally critical infrastructure needs in the moesnote and less densely populated regions.
Finding this balance will be critical for the despinent of Albania over the coming years.

Water and SanitationRural areas face severe problems with water supply sanitation.
Improvements in water supply of rural areas will ddesely linked with the decentralization
process in which the local governments will be oesjible for its operation. A rural water and
sanitation strategy has been prepared. The Govetnrnoée should be to facilitate the new
institutional set-up and to provide the necessaggulatory framework that ensures the
participation of communities in drinking water slpmanagement and decision-making.

Rehabilitation ofirrigation and draining systemeeeds to be continued over the coming years.
Water user associations (WUA) have proven to bedgeehicles to manage irrigation
infrastructure and water distribution on the lotatel and have tremendously improved the
access and management of the water resources doctldevels. Building on these successes,
more attention will need to be given to the capabitilding of the authorities for coordinating
and facilitating the operation of the large canahile maintaining the concept of a user managed




system. In addition, farmers should receive mondgcadon the efficient use of irrigation water
and improved management of the resource as wslistainable handling.

The rural road networks extremely poor and in bad condition. Most ruceld maintenance has
been neglected in the last decade. While a humbeoanls have been upgraded with donor
assistance in the last few years, and most of dhstuction and rehabilitation of rural roads has
been decentralized to the communities, conditicagemot improved significantly in the more
remote areas. Very little maintenance is conduetezh on newly constructed roads due to both
lack of funding, and lack of capacity and organ@atAn improvement in the rural road network
is critical for the economic development of ruredas.

Access toelectricity is another critical factor. Ongoing problems of @ypand distribution of
electricity continue to hinder growth, in particyléhe increase of rural industries and businesses.
The electricity grid has a broad reach, but mosdlrareas receive power for only a couple of
hours per day due to regular power cuts and sypplylems. Over 90 percent of the electricity in
Albania is derived from hydropower plants. Howewrgughts have reduced water levels to their
lowest in 30 years. It will be essential to imprdke electricity supply in rural areas. The lack of
electricity is frequently mentioned as one majopédiment to business development. It also
makes the operation and expansion of social serviwee difficult.

According to assessments conducted, most Albarialsved that the quality afducation has
declined over the past 10 years, that educatioglddvave fallen, and that illiteracy is emerging,
particularly in rural areas and some newly formed-prban settlements. Many parents, teachers,
school administrators, and political leaders beithat poor teaching quality and reduced student
attendance were the principal reasons for the mckEnrolment numbers have declined more
steeply in rural areas than in urban areas excdpeagreschool level. Peri-urban locations, often
inhabited by migrated rural poor, are predictethdwe below average enrolment rates. Analysis
also shows that the quality of the schools hasff@eteon the enrolment rates, thus reducing the
attendance even further in rural areas.

Albania’s rural sector is beginning to see the gmece ofcommunity-based private groups
and associationsMany have received technical and financial aagsist from government/donor-
financed programs during their formation. For exkmpghere are now a large number of
registered Water User Associations in the counggponsible for managing rehabilitated
irrigation infrastructure, although not all are Ijuffunctional yet. In addition, Forest Users
Associations are operating in a large number ofraanes and are responsible for management
and improvement of pasture and forest resourcélleiin communities. The formation of credit
groups has been underway since 1992. Village Ciaditds (VCFs) have been formed under
World Bank and IFAD-supported projects, includingthe mountainous areas. In addition, a
number of Credit Unions and Savings and Credit gissions (SCAs) have been constituted,
with the first ones formed starting in 1997.

1.4. Horticulture and small livestock policy: entry point of policy assessment

Government of Albania (GoA) has made a priority @uhorticulture and livestock development,
including small ruminants. For the first time aftare decade and a half of transition, GoA has
decided to depart from its neutral policy and &adly support horticulture (vineyard, orchard and
olive sectors) through direct support. The Cabilecision (CD) No. 03/07, “On the
development of vineyard, orchard and olive sectogtants subsidies to farmers for new
investment in the above-mentioned sectors. On tier diand, other projects on the development
of milk and fruit and grape processing are in pigelin the Ministry of Agriculture, Food and
Consumer Protection (MAFCP). The policy does ngggamountainous areas in particular and
such areas are also typically the last to benefihfthe policy as well.




Priority relevance

There is a clear consensus among all stakeholdmais Horticulture and livestock contain
tremendous potentials for development in mountarayeas of Albania

Horticulture, livestock and related processing istty — together for Dibra region
development,

this was one of the main messages taken from thsuttation meeting on Rural Development
Strategy in Diber, organized by the MAFCP.

Livestock and horticulture have a symbiotic relasibip. According to the assessment of
experienced practitioners in Dibra region, onegtlif animal food comes from orchards. On the
other hand, orchards need manure coming from aginfdlere is evidence that a significant
number of farmers are returning to fruit producticadition.

Table 2: Fruit and livestock sector data

Years
Description 2000 2001 2002 2003 2004 2005
Fruit trees (000 trees) 5,573 5,726 6,029 6,530 78%, 7,120
Fruit tree production (000 ton) 64.9 63.8 75.8 77.4 85.3 90.0
Pergola (000 trees) 4,638 4,793 4,806 5,022 5,224 5,364
Vineyard Total ( ha) 5,824 6,275 6,800 7,180 7,605 7,994
Grape total (000 ton) 79.3 85.1 83.1 105.5 97.1 115.1
Cattle (000 heads) 728 708.4 690 684 654 700
Goats (000,000 heads) 1.1 1.0 0.9 1.0 0.9 1.0
Sheep (000,000 heads) 1.9 1.9 1.8 1.9 1.8 1.8

Source: Albanian Institute of Statistics (INSTAT)Shundi, 2006, Albania: Fodder Production

The preceding table data show that fruit tree pcadn has increased over last six years. On the
other hand, livestock breeding is a major econaaitvity in Albania. The small ruminant sub-
sector is particularly important in mountainousaarelue to the abundance of forest and pasture
resources. Forest and pastures represent 55% &hd6the mountain territory in southern and
northern Albania respectivelyforest and pastures represent 51% of Albaniaiidey).

Livestock rearing is a traditional economic actjvin Albania. Before World War 11, it
was much more important than crops. Nowadays,dbants for 47 percent of agricultural
production, a contribution that is higher than ither Mediterranean countries.

As discussed earlier, the support to the developmwiefiuit and livestock sectors seems to be a
pertinent policy choice from economic, social, eamment and cultural point of view.
Economically it helps to valorise human and natural resouraas, increase competitiveness;
socially, it helps to reduce poverty by providing the pedgth income generation activities;
environmentallytree planting creates important positive extetiealin terms of erosion control
and air quality. Sheep breeding is also quite &lgro the environment and goat breading does
not harm high forestCulturally, traditional mutton/lamb meat cooking and woolgassing is a
“natural profession” of mountain peopleThe development of small ruminants sector aratedl
food cooking coupled with nature preservation ciontaal potential for the tourism development
in Albania.

Lamb represents real export potential since itasstered really special and tasty. Based on
lamb export potential, there are European Union)(Bhkd bilateral funded projects to support
food safety in the lamb sector and develop prim&itulamb for domestic and export markets.




The project on Establishing Albanian Livestock Asdaton (ALA), funded by Italian
Government and implemented by UNDP-Albania aimestiéblishing an association to support
the production of high-quality and safe lamb frdra thountainous areas of southern Albania.

Box 2: Albanian Livestock Association

ALA will organize production according to standardsand name and designation of origin (fa
instance, prime quality meat from southern mountaieas), improved feeding systems, improved
veterinary control and treatments. Moreover, ineagrent with processors and traders, ALA will
implement a traceability and labelling system reegiiby the law and important to gain increased
consumer confidence. International certificatiostitutions will make controls all along the system.

—

The garks included in the project for the time being are fdlo Gjirokastra and Korca; three
mountainous agarkssituated in the southern part of Albania.

Source: UNDP-Albania

While government seems right in setting priorityctees, concerns arise when it comes to
problem mapping, problem analysis and decisionsenoadoreferred policy option.

Problem prioritizing - agenda setting

The discussion with stakeholders and the revieexidting studies highlight two major problems:
(i) access and secure land ownership rights apdifderdevelopment of whole agro-business
value chains.

Access to landesources angecurity of lancownership represent a major problem for “business”
development, poverty reduction and environment gat@in in mountainous areas. A Dibra
region inhabitant states that:

In our region, only 10% of total land area (arabénd: ES) has already been privatized.
Therefore, there is a high pressure on forests gastures which is leading to forest and
pasture degradation. It is not acceptable that $bi@nd pastures in Kalaja e Dodes, a very
remote commune with virtually no arable land whelneep breeding is the main economic
activity, are still state owned and state managétthere forests and pastures belong to
private owners, the last are protecting and devielgsuch resources.

There are claims that, when it comes to forest pastures, government is very slow in
advancing decentralization reform.

On the other hand, access to land resources (mamlyle land) by people remaining in
mountain areas is hampered by the lack of willimgnaf absent landowners to sell or rent the
land out. Land ownership insecurity, sentimenttieanthan non-financial attachment to land
and lack of economic stimulus/penalties to motiviite renting of land, results in the
underdevelopment of the land market. People halgfighe village prefer to keep the land
idle rather than sell or rent it out.

A “scan” of thevalue chaindor fruit and livestock would reveal that theres groblems in the

whole value chain. Some of the most important gnolsl encountered in the fruit value chain are:
insufficient sapling availability and poor saplirgality, insufficient — or sometime simply

missing - fruit processing industry, and poor mérig of local produce, including brand and
designation of origin development. On the otherdhamportant problems encountered in the
small livestock sector are pasture and pasturastructure (water points) degradation, poor
veterinary services, underdeveloped milk and meatgssing industry, meat and milk food
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safety, poor marketing of local produce, includibgand development, and underdeveloped
private extension service

Though one may observe many problems in the vdlaencnot all of them have the same level
of importance. Underdevelopment of processing industayne out as one on the most important
problems hampering the development of fruits amdsliock sectors in Dibra region. Farmers
produce fruits, milk and meat but the processiniyigtry remains critically underdeveloped.

Milk production has increased 2.5 times in the @etade, but only less than 1% is being
processed locally.

On the other hand, fruit processing industry isarddveloped and sometimes also simply not
existent.

| produce cherries in Dibra, sell them to the prssers in Beratl8, and buy cherry jam from
Berati processors. We need support in order to @ssour fruits here!

This is the way farmers express their concern abfwaitnon-existence of the fruit processing
industry in Dibra. The evidence shows that fruitdahvestock processing industry is
underdeveloped in the mountainous areas of Albania.

It is believed that support to processing industily also support food safety and marketing,
including brand development. Experience, includingAlbania , shows that the processing
industry typically develops collection systems, augports farmers in different ways, including
areas such as animal health and food safety.

Although agro-processing is seen as a priority ftoemGoA, there is a clear difference between
policy and putting it into practice. As experiertees shown up until now, the lack of a specific
policy for supporting agro-processing in mountameweas will most likely result in less money
being allocated to mountain regions.

Policy option chosen

The policy option based on direct subsidies to &srinvesting in new plantations — though
supported by those who have designed it - will mpsibably encounter implementation
problems as supported by executive director of Al Agribusiness Council,

Public administration cannot manage subsidiess Itifficult to deal with more than 400
thousand farmers.

Box 3: Procedure for granting subsidies to orchardarmers

According to the CD No. 03/07, farmers need to gpplthe regional department of agriculture; before
applying, farmers should open a bank account ireroitd receive money if approved. Regional
departments of agriculture select the applicatiansl approve those with more points; then the
applications are submitted to 2 KR project for fineng. 2 KR Project checks the whole procedure and
makes payments after verifying that the plantatias been really built.

Source: 2 KR Project

It becomes clear from this procedure that the amtnative requirements involved in the
implementation of this policy are excessive for tAtbanian administration. In fact, the
government only recently renounced the policy obsatizing agricultural machinery fuel
because it was not working due to the many admétige efforts and requirements involved.
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Participation

Problem analysis in terms of policy options to soidentified problems is rather poor and

insufficient participation of stakeholders has hetped. For instance, in the case of supporting
horticulture, stakeholders mentioned other waygroimoting the sector, including supporting

seedling production and control, subsidizing fasmar every unit handed to the processing
industry, supporting the processing industry, etc.

The “defects” in problem mapping and agenda setfingblem analysis and policy decision (on
grants to farmers) originate from a rather insigfit consultation of all stakeholders.

Expected impact

To sum up, one may safely assume that the impamtroént policy - to support horticulture and
livestock in mountainous areas - will very likelg bather modest, because of improper problem
prioritization, problem analysis, policy formulaticand policy decision. Consultations with
relevant stakeholders could have contributed tadévg such problems in the policy cycle.



2. SARD-M related policies within the country’s po licy framework

2.1. System of governance

Politics of Albania takes place in a framework ofparliamentaryrepresentative democratic
republic, whereby the Prime Minister is the head@fernment, and of a pluri-form multi-party
system. Executive power is exercised by the goventrhegislative power is vested in both the
government and parliament, the Assembly of the Biépuof Albania. Since 1991, the
introduction of pluralism, the party system is doated by the conservative Democratic Party of
Albania and the socialist (post-communist) Sodidisrty of Albania.

The head of state in Albania is the President efRepublic. The President is elected to a 5-year
term by the Assembly of the Republic of Albaniadegret ballot, requiring a two-thirds majority
of the votes of all deputies. The President has pbeer to guarantee observation of the
constitution and all laws, act as commander infabfighe armed forces, exercise the duties of the
Assembly of the Republic of Albania when the Assbnib not in session, and appoint the
Chairman of the Council of Ministers (Prime Minigte

Executive power rests with the Council of Ministécabinet). The Chairman of the Council
(Prime Minister) is appointed by the President;istérs are nominated by the President based on
the Prime Minister's recommendation. The Peopla'sefbly must give final approval of the
composition of the Council. The Council is respbtesifor carrying out both foreign and
domestic policies. It directs and controls the\atitis of the ministries and other state organs.

The Assembly of the Republic of Albania is the laaking body in Albania. There are 140
deputies in the Assembly, of which 100 are direetbcted by an absolute majority of the voters,
and 40 are chosen by their parties based on piopaltrepresentation. There are 15 permanent
commissions, or committees. Parliamentary electéwaseld at least every 4 years.

The Assembly has the power to decide the direatfodlomestic and foreign policy; approve or
amend the constitution; declare war on anothee;statify or annul international treaties; elect
the President of the Republic, the Supreme Cound, the Attorney General and his or her
deputies; and control the activity of state radiw delevision, state news agency, and other
official information media.

The court system consists of a Constitutional Gahie Court of Cassation, appeals courts, and
district courts. The Constitutional Court intergretthe constitution, determines the
constitutionality of laws, and resolves disagreetmdretween local and federal authorities. The
remaining courts are each divided into three juctgzhs: criminal, civil, and military. The Court
of Cassation is the highest court of appeal. TrsiBent of the Republic chairs the High Council
of Justice charged with appointing and dismissitigeojudges. The High Council of Justice was
expanded in late 1997 to comprise 13 members froong the various branches of government.

Albania is divided into 12 counties prefectures. County heads (prefects) are appohyetie
Council of Ministers. There are also a number afiticgé government agencies operating at
regional level; they are called regional department “de-concentrated agencies”. Ministry of
Agriculture and Food, Ministry of Environment, Métiy of Education, Ministry of Health have
such departments in each region. A “vertical lihawthority” is present in this case.

City mayors and commune heads are directly elduyedbters, while city councils are chosen by
proportional representation. Municipalities and owmes represent the first level of local
government. Regional councils represent the selawad of local government. Regional councils
are elected by councillors of municipalities anchoaunes on a proportionality basis.

The reality of local government (communes, munidigs and regional councils) and central
government agencies operating at regional levidlédfact that there is a need to establish better
horizontal relationships— in this case — of paghgr rather than authority.



2.2. Major government institutions responsible for SARD-M policies and related
policies

Government institutions responsible for SARD-M paiks

Numerous central and local government institutiand agencies are involved in a way or in
another in SARD-M policies; they are briefly intrazd in the table below:

Table 3: Main government institutions involved in ARD M and their functions

Institutions Functions
Ministry of Agriculture, Food and Ministry in charge of coordinating, agriculturabadd, and
Consumer Protection rural development policies, including SARD-M poési
- General Directorate of Agricultural Directorate in charge of agricultural and rural elepment
Polices policies
o Food Production Policy Department in charge of crop and livestock produrcti
Department policies
0 Rural Development Department in charge of coordinating rural develeptn
Department policies, including SARD-M
- MADA Agency whose function is coordinating all investisen

order to efficiently use the mountain area resaitpealso
providing technical, financial and management &S

- 2KR Programme Operational Agency dealing with subsidy managermiéig.
supposed to be the predecessor of “Payment Agemiaigh is
expected to be set up in the framework of Ruraldl@vment

Strategy

Ministry of Economy, Trade and Ministry in charge of coordinating regional devetognt

Energy policies

- Programming and Regional Sector in charge of coordinating regional developip®licies

Development Sector

Ministry of Environment Ministry in charge of coordinating environment s,
including policies related to protection and susdhie use of
natural resources

Ministry of Tourism and Culture Ministry in charge of preparing and coordinating th
implementation of tourism policies, including culilband
eco-tourism

Department of Strategy and Donor Department in charge of strategy and donor cootidinalt is

Coordination — PM office supposed to give strategic directions to budget

Ministry of Finance Ministry in charge of preparing and overseeingrtfexlium-
term budget programme and annual budget

Ministry of Interior Ministry covering policy on local government (comnes,
municipalities, regional councils, counties)

Regional councils Second level of local government in charge of regidqark)
development strategy preparation and implementation

Communes First level of local government. They are suppdsed

participate in design and implementation of SARpMicies
at the commune level

MAFF Credit institution designed to provide credit taiagltural
production clients living and working in poor, maragl
mountain areas

Albanian Development Fund Agency specialized in small infrastructure: roaslater supply
systems, schools, small market infrastructure pigiclg in
rural and mountainous areas
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Communes and regional councils are key playersring of SARD-M policies. Because of their
key role in terms of SARD-M policies and for th&ksaf clarity (the decentralization policy and
the stage of reform is quite different from countoycountry), the following box bring some
useful information on communes and regional cograsl they affect SARD-M policies.

Box 4: Communes and regional councils, and SARD-Mddicies

Communeshave the right and obligation to:

Prepare and implement local economic developmeamnispl

Prepare and implement local plans to encourage msihess,

Issue construction permits

Ensure proper maintenance and operation of schoities and primary health care facilities
Manage forests and pastures ownerships and distribaoif their rights to rural people.

Regional councilsfunctions of are quite unclear. Efforts are beingde to develop a policy paper on the
role and functions of the regional Council witHIstb concrete results. That having said regiomalncils
currently perform a number of coordination funcipimcluding:

Coordination the preparation and implementatioregfonal development plans,
Coordinating the identification and prioritizatiohinter-communes/municipalities projects,
Construction permit issuance (and urban plannirgeimeral) on behalf of communes,
Maintaining road infrastructure,

Arbitrating distribution of infrastructure funds e@mmunes.

Development of a new package of laws to considbammlanning, and land management affecting|the
communes’ functions as well has already been pegpand is awaiting for approval.

Government policies related to SARD-M

There is no SARD-M or SARD strategy in AlbaniaThe Forum for the Development of
Mountainous Areas, convened in the beginning o62@0ncluded that:

...mountainous areas are not part of any social, eogn or environment analysis;
sensitivity of Parliament, Government of Albanialitical parties, main Albanian state
institutions, foreign institutions and civil sotyigtoward problems faced by mountainous
areas is quite lof.

However, different aspects of sustainable agriceland rural development are implicitly being
addressed by the National Strategy for Developmamd Integration, Mid-term Budget

Programme, three cross-cutting strategies (Ruraeldpment Strategy, Regional Development
Strategy, Strategy of Environment) and five sedtetiategies (Agricultural and Food Strategy,
Strategy of Tourism Development , Transport Stwategealth Strategy, and Education
Strategy ). The above-mentioned strategies are being pedpar updated in the framework of
new NSDI preparation

In the NSDI — 2005 Annual Progress Report, the GoAsiders

...agriculture and particularly agro-industry as ord...priority fields for economic
development over the next 10-15 years.

That having been said, there is no reference tontagdu area development or even rural
development. In fact, the current NSDI progressoreploes not yet represent a full-fledged
strategy; such a strategy is expected to be fimdlsoon. The GoA programme and the National
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Plan for the implementation of Stabilization andsédaation Agreement (NPISAA) are supposed
to be integrated into the NSDI to adequately addregstainable development, including
sustainable rural development.

The GoA programme 2005-2009 focuses due attertion t
...Integrated rural development, including the depeient of mountainous areas.

Main areas of government support and policies delunon-agricultural business, infrastructure
and rural services (power and water supply, heattd education, and territorial planning),
environment protection and rights to natural resesy decentralization and institutional
development in rural areas.

NPISAA contains a large number of legal and ingthal measures aiming at integrated rural
development.

The Mid-term Budget Programme (MTBP), as a finanamstrument which is supposed to
support NSDI, puts special emphasis on integratedl rdevelopment. The Integrated Rural
Development Programme — as part of MTBP - aimmatoving

“...quality of life in rural areas by promoting comjiereness enhancement of farm and
agro-business sector, protecting natural resoure@sl supporting capacity building to
plan, manage and coordinate rural development #izti ’.

The programme will proceed with designing and impating regional integrated rural
development projects.

Rural Development StrategfRDS) which is being developed is based on four axdelksvs: (i)
competitiveness of farm, agribusiness and fores#oor (ii) environment protection, (iii) quality
of life in rural area, and (iv) participation inral development.

The table below gives a “snapshot” of axes, tidesl distribution of financial resources to
support the Strategy.

Table 4: Rural Development Strategy — Axes, titleand related funds

No Axes and titles Part of funds
Total fund for rural development in 2006 equals W&$3. It is panned to reach US$ M 170 by 2013

1 Competitiveness of farm, agribusiness and forestrgector 60% of total budget
Agriculture modernizing and restructuring 55% of axe 1
Marketing - quality enhancement through innovation 30% of axe 1
Efficiency and sustainable use of forests 10% of axe 1
Improving farmers and foresters capacities 5% of axe 1

2 Environment protection 10% of total budget
Landscape protection in disadvantaged areas 9G0P
Agricultural practices intended to environmenttpotion 10% of axe 2

3 Quality of life in rural area 30% of total budget
Employment in rural areas 20% of axe 3
Quality of life in rural areas 80% of axe 3

4 Participation in rural development Projects in other axes will have

Improve participation of RDS stakeholders a participation dimension
Source: MoAFCP, 2007, Rural Development Strateggf(dr

Although there is no explicit reference to mountaiga problems and policies, the RDS affects
mountain area policies in practically all its axeesl titles. Moreover, titles related to sustainable
use of forests and increasing foresters capacitiedscape protection in disadvantaged areas, and
agricultural practices intended to protect the mmment are virtually intended to mountainous
areas.
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From the draft document itself and from interviemish strategy stakeholders it becomes clear
that the draft RDS is based on European princijpieRural Development. In the draft document,
it is made explicit that “the document has beerpared according to article 11 of Council
Regulation (EC) N0.1698/2005" As such, the draft RDS represents and “nice fjapkich is
economically, socially and environmentally balanced

Implementation of RDS in a mid-term time horizorlveie implemented by a Payment Agency
whose predecessor is “2 KR Project”, based on ati6A Plan” still to be prepared.

Box 5: 2 KR Project - Support to Food Production Ircrease

2 KR project stands for Second Kennedy Round, aiative of former American president to support
developing countries. Americans themselves investetthis initiative and then others, including the
Japanese government which has joined the initiative

The project is supposed to be the predecessor afrient Agency”. The last will be set up in the
framework of Rural Development Strategy.

2 KR Project has implemented a nhumber of projentduding support to vineyard sector, support to
agribusiness sector, including in agricultural nadhation, etc. The last project has failed and Go
has already given up.

P

The two most important projects being implemented by 2 KR project are (i) support to horticulture
(viticulture, orchard and olive sector) and (iijearolving contra party fund. The support to horiticte
project is co-managed by both 2 KR project andaegi departments of agriculture. The revolving
contra party fund provides credit for agribusinssstor with subsidized interest rate (0% interat#)r
and then the fund rotates. The sectors supportethdyund are milk and meat processing; centra
heating greenhouse industry; storing and marketihggricultural produce; and fruit and vegetable
processing industry. Though the credit has beeh @6 interest rate, there are problems in paying
back the credit.

Source: 2 KR Project

It is important to highlight that RDS and 2 KR Radj — the predecessor of Albanian payment
Agency — mark a departure from the neutral polibgaaly implemented in Albania since the
transition to a market economy; RDS and 2 KR Piojaty quite heavily on economic
instruments (mainly subsidies) intended to motivagdavioural changes, though the record in
managing this kind of policy option is rather poor.

The Law No. 8593/2000, Ratification of the “Financing dreement on the Mountainous Area
Development Programme between Government of Albamiad International Fund for
Agricultural Development”,though not included in the RDS draft, represeémsanly GoA piece
of legislation addressing the mountainous areasifigiies. The above-mentioned law foresees
the establishment of a Mountainous Area Developrfagency (MADA), establishment of a
Mountainous Area Finance Fund (MAFF) and implenrena number of other rural development
measures.

Mountainous Area Development Agencys an important instrument of rural developmerthwi
entirely mountainous area focus.

Box 6: Mountainous Area Development Agency

MADA was established through a CD in summer 200 RAgency is financed by International Fund
for Agricultural Development (IFAD), Albanian Govenent, Dutch SNV, Italian Cooperation, and &
contribution of DFID. The Agency is operatinglii mountain areasf Albania.

MADA was set up to prepare and implement a prograrmtended to efficiently use the mountainous
areas resources (coordinating role) by also progitechnical, financial and management assistdnce.
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addition to this main focus, MADA was also in chargf implementing other components of the
Mountainous Area Development Programme including irrigation infrastructure improvement,
livestock development through improving veterinagrvices and pasture development, extension
service and small road and water supply infrastngct

MADA is managed by a steering committee and thecatkee director. The head of the steering
committee is now the Minister of Economy (MinstérAgriculture used to be the former head of the
board). The reason for this change is due to thwersion of MADA into a regional development
agency.

17

Source: MADA

Mountainous Areas Finance Fund(MAFF) is the only financial institution focussingn
mountainous areas.

Box 7: Mountainous Areas Finance Fund

MAFF was established by the Albanian Government989 and registered for operations in April
2000. Funding sources include International Fund Agriculture Development (IFAD), UK
Department for International Development (DFID)daflbanian Government. Loan and operating
funds of MAFF are provided by IFAD under the Mountérea Development Programme. MAFF’s
total credit amount for 2004 was about USD 6.0ionill

The MAFF has been designed to provide social ctediigricultural production on a sustainable basis
to clients living and working in poor, marginal muain areas. To service the needs of the targe
group and the programme area, the MAFF will develoange of credit products including: social
lending to existing and future group-based Villa@eedit Funds (VCF); agricultural input loans
through small traders associations; and loansgecialist producer associations and small-scale-agr
processors. Provision has been made for techngsastance and logistical support for the MAFF
under the programme

—

MAFF has been the only financial institution invetlzin retail lending in the mountain districts of
Albania. MAFF aims to remain the leading finandiastitution for the mountain areas of Albania,
providing credit to all inhabitants of the mountaireas, including those involved in agriculturai; o
farm non-agriculture and off-farm enterprises, paod non-poor household, and employers.

MAFF lends to groups (VCF - not successful due lte fact that many people are leaving the
countryside to move to urban areas), individuasniers - good business) and SMEs (best business
the following sectors: wineries, dairies for snralininants, hotels, poultry, fish farming, flour asaw

mills). The average loan size is about US $1,10thdividuals. Farmers use the credits mainly for
livestock but also orchards, greenhouses, seedM&tEF'’s clients keep sometimes more than 200(
sheep.

n

Source: MAFF and IFAD

MAFF lends to all inhabitants of mountainous arieaslved in on-farm and off-farm economic
activities. The interest rate tends to be markier@st rates for large businesses and lower ittteres
rates for small farms and businesses. This is mettal any subsidy policy but due to lower
transaction costs involved. MAFF is in processariverting into a commercially registered bank.
At any case, it is still remaining the leading fisgl institution for mountainous areas.

TheRegional Development Cross-cutting Strate@®DCS), which is in the process of being
prepared, has a clear focus on mountainous areagydvernment’s vision statement for the
RDCS is:

A balanced and sustainable socio-economic growtlorgrmthe regions of Albania, in
general, and of mountainous and peripheral areagarticular, in order to support a fast
development of the whole country and acceleraténtiegration processés
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According to the RDCS, the vision will be achiewhbugh two strategic objectives: (i) ensuring
that all regional councilsgarkg are enabled to contribute to sustainable devedmpnand
competitiveness — and thus reduce social and edongisparities across the country; and (ii)
setting in place an efficient management framevorkegional development.

Two programmes will be prepared to achieve the fibgectives: (i) the National Programme for
the Development of Regional Councils and (ii) thesddvantaged Areas Development
Programme (DADP). In addition, a law on regionavelepment should be passed and related
institutional structures to manage regional potigaould be set up.

According to the draft Strategy, DADP aims at efiating the disparities between disadvantaged
areas and the Albanian average by enabling nafioegional and local actors to make a
collaborative effort to maximize the developmentegmial of those areas.

The chart provides a
“snapshot” of the DADP.
Objectives of the DADP

Chart 1: Disadvantaged Areas Development Programme

are:
(i) preparing and
implementing a

government plan for
disadvantaged areas;
(i) building national
and regional capacities
for tackling the
disadvantages.
The disadvantaged areas
will  be  designated
making use of a
weighting formula based
on several indicators,
Source: GoA, 2007, Regional Cross-cutting DeveloprSérttegy including: income per
capita, unemployment
rate, municipal or regional council (gark) budgé&icome per capita, out-migration rate,
educational attainment, hospital beds per cagtayth of paved road per capita, etc.

Sectoral Strategy for Agriculture and FoodSSAF) focuses on seven strategic priorities: (i)
complete land reform, land market development, iamatovement of land administration and
land protection; (ii) support to development ofiagiture and agro-processing through increased
financial support; (iii) improvement of marketingfiastructure and farmers access in the market;
(iv) improvement of food standards and food saféw;improvement of the management of
irrigation and drainage systems; (vi) improvememntd aransfer of new technologies and
information for farmers and agro-processors; ani @develop organic production and specific
products with high added value. In the strategiorjties contained in SSAF, there is no special
focus or difference between low areas and mountaimsgh it is supposed that the last are also
affected by such policies.

Land reform, land market and land administratiod protection represents a major program for
the MAFCP. Given their influence on all other dirsems of SSAF, secured property rights on
land constitutes a key component of the SSAF gjyate

Box 8: Property rights on land

Law No. 7501/91, Law on Land, has authorized tlndfer of ownership of the agricultural fields
(cultivated fields, perennial orchards and vinegauaf the former collective farms to farm familigse
agricultural fields of state farms were divided ammdhe employees under a right of use but, latesd
holdings have been transformed into ownership
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The right to land should be registered in the Imaid& Property Registration System (IPRS) which |is
supposed to unify all the archives; maintain a Isirfgrmat for keeping the data on ownership and
subordinate rights; link all data to accurate lamraimaps and surveys; and issue a standard Catdfid
of Ownership. The IPRS is based on a separateQavihe Immovable Property Registration System.

The main problems encountered during land reforctude: difficulties in applying the Law On Land
still not finalized former landowner compensatiarformal urban development, slow land registration
etc. As a consequence of these problems, land urigecis pervading and land market is
underdeveloped

World Bank, 2006, Status of Land Reform and
Real Property Markets in Albania

Strategy of Environmen{SEn)has a clear focus on sustainable development. iBienwof the
new GoA is “...fast and sustainable development...Ih terms of natural resources, the Strategy
pays due attention to erosion control, increasiogegted zones area and making commercial use
of protected zones potentials, protecting bio-diitgr protecting the quality of water resources,
etc. The transfer of rights on forests, pastura$ \maters to communities and private users is
considered as a major policy option to make suabdinuse of these resources.

National Strategy for the Development of Forestrynd Pastures in Albania(NSDFP)
recognizes the “...continuity of usufruct rights avreership transfer of forest and pastures to the
local government...”.

The Law No. 9385/05, On Forest and Forest Servem®agnizes the public and private ownership
of forest resources; the law recognizes the looakgiment ownership of forests in addition to
state ownership. On the other hand, the Law No.7/B%l, On Pastures and Grazing Lands,
recognizes similarownership rights on pastures and grazing land. gheernment has been
engaged in a process of transferring state owneelstfcand pastures in usufructs rights to
communes and municipalities. It is expected tmathé process of inventory and transfer of state-
owned lands to local governmentthe rights of use will be transformed into owingosrights.
However, these lands will remain classified as jpulnde propertiesand will not be eligible for
subsequent sale in ownership to families, indivisloa enterprises by the local administratidns.
appears that the communes and municipalities vdglitioue to offer subordinate rights of
common usage, leases or rights of use.

The process of inventorying forests and pasturdsdatermining the areas to be transferred into
local government control has been underway for riizaa ten years. The responsible body (now)
in the Ministry of Environment (MoE) has oversede twork of several projects, including
Natural Resource Development Project, which cometinthe transfer of forest and pastures to
communes and municipalities.

The Natural Resource Development Project also gpggial emphasis on implementing Good
Agricultural Practices and forestry and pastureaagament plans to protect land.

Box 9: Natural Resources Development Project

Project objective is to establish sustainable manmsmt on a community basis of natural resources
threatened by erosion in 218 mountainous communesylative).

Part A: Forest and pasture management and governanc

This component of the project will deal with:
Strengthening participatory management of foredtastures in communes already supported by
Forest and Pastures Associations;
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Implementation of participatory management of foee®l pastures in 73 new communes;
Improving governance for management of forest astyses.

The project will assist communities in preparinglafing forest and pastures management plans aind [the
implementation, and support them through smallstwent aimed at natural forest and pastures
regeneration in order to sequestrate carbon. Tdjegirwill pay due attention to forest and pasture
association capacity building and assisting govemtrinstitutions and communities in implementing
measures included in the Forest and Pastures @trate

B. Basin management and governance

Project objective is to implement sustainable manaant of resources in 30 micro basins, covering an
area of 190 thousand ha.

This component of the project will deal with:
Preparation of 30 forest and pastures managemams pi basins;
Implementation of these plans through small-saalestments and technical assistance for commuynal
forest and pasture management, rehabilitationrefsts, and support to farming;
Strengthen governance for basin management thrivaiging, advising and capacity building.

Source: Law No. 9430/05, On Natural Resources Dewstmt Project

A former World Bank project has facilitated the fraat rights of forest and pastures close to
communes in 138 cases. The impact has been impgesdierms of forest regeneration.

The Government Programme citesirismas one of the main sectors with the most potetatial
contribute to sustained long-term economic growtlarder to ensure a sustainable long-term
growth of tourism, the government stresses the itapoe of an integrated management of
cultural and natural heritage.

Chart 2: Tourism Products in Albania The Strategy for the Development
of the Albanian Tourism Sector
(STu) of 2005 states that

“Cultural tourism and eco-tourism
are the most important part of the
Albania tourism product. Ecotourism
is a real alternative for the
improvement of incomes within rural
communities” .

From the chart, it becomes clear
that nature and cultural tourism are
closely associated with rural and
mountainous areas. Products such
as  trekking, mountaineering,
wildlife, agro-tourism, hunting, folk
festivals, culinary, rural lifestyles,
village celebrations, etc. are
closely related to mountainous ares: the development of the tourism sector accortting
this vision, the GoA has to support the accumufatba “critical mass” of basic conditions in
terms of human, institutional and infrastructurapital for public, private and societal actors.
Such a “critical mass” is needed to overcome nuoerghallenges related to tourism
development.

Source: Ministry of Tourism, Culture and Sp

Strategy of Transpor{STr), states that GoA in cooperation with thealagovernments will fund
the building of 4,000 km rural roads in four yed005-2009: ES). This will crate the
preconditions for the development and poverty rédnan rural areas, including in mountainous
areas”’
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One of the main operational instruments involvedrunal infrastructure improvement is the
Albanian Development Fund (ADF).

Box 10: Albanian Development Fund

Since 1993, the Albanian Development Fund has lo@erying out projects aiming to improve local
infrastructure and to promote private sector dgualent, especially among the poor. In 2004, actisiti
were based on agreements with the Islamic DevelaprBank (rural infrastructure), the CARDS
programme (local community development), KW (sbdéievestment), the World Bank (community
works), and the Council of Europe Bank. More th&0 investment sub-projects worth Lek 1.8 billion
were contracted. The majority of resources werecated to road (57%) and water supply (11%)
projects.

About 300 local infrastructure priorities were neakiated by specialised social inspectors |n
collaboration with local government units. A pagatory methodology for sub-project preparation,
implementation and evaluation was developed.

The Fund wants to ensure that projects are not empedded in a longer-term vision of community
development, but also contains a robust commurdgetl monitoring and evaluation component, gs

well.
Source: GoA, 2005, Strategjia Kombetare per Zmilikonomik dhe Social —
Raporti i Progresit 2004

There are also numerous donors’ initiatives/prgjecttended to support development in
mountainous areas. The following provides two gunteresting approaches applied in (most)
mountainous areas in Albania.

UNDP-Albania has played a major role in terms gffsrting regional development, including in
mountainous areas. Making use of Millennium Develept Goals (MDGs) as a development
framework, UNDP has supported all 12 regional cdar{garks) of Albania to develoRegional
Development Strategies (RDS) or Regional DevelopReports Moreover, UNDP-Albania has
taken over the implementation of one of these eggiatframeworks in Kukesregion, one of the
most mountainous areas in Albania.

The concept used is “Area-based development” assmabto sectoral-based development.

Box 11: Kukes Regional Development Initiative

Funded by the European Commission (EC) and implésdeby UNDP-Albania, the Kukes Regional
Development Initiative (KRDI) provides vital infregcture through a process led by community-basged
organizations and citizens of all communes in cerapion with the communes and municipalities in the
Kukes District.
As part of Area-based Development, KRDI, along wiine Action and Support to Security Secto
Reform targets the poorer regions of the countgpeeially in the north - to directly support thg
implementation of Regional Development Strategieachieve the MDGs.
KRDI promotes the participatory process for everfyastructure project. At the beginning of a prajeg
everyone involved must sign their name in approvaluding: the commune head, village chief, CBO
leaders and members, a KRDI representative, theeastiar and the engineer. This ensures ownersh
and involvement of community members and local govents.

=
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Source:www.krdi.undp.org.al

The UNDP approach of supporting regional counalsét free of critics however. Though
UNDP is implementing one regional development sggt the remaining 11 documents are
rather neglected. The regional councgarksg, which are the authors of these documents, do not
have enough money to implement the RDS and RDSndidbecome part IPS which is the
condition to qualify for funding.
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GTZ-Albania has been supporting a project Regional Economic Development in Northern
Albania a predominantly mountainous area.

Box 12: Regional Economic Development in Northern Wania

The project contributes to Regional Economic andplegment Promotion in Districts of Northern
Albania; the garks included in the project are SYeko Lezhe, Diber and Kukes which are very
mountainous areas. The long-term aim is to integitée disadvantaged areas into the development of
the greater surrounding region, including the distaiment of transnational infrastructure.

The functioning of cooperation between district austrations, municipalities and chambers af
commerce and industry has markedly improved infiglds of tourism, agribusiness and promotion ¢
micro-enterprises. In accordance with the stipafegiof the EU Structural Fund, the first outlinésao
regional development plan have been drafted wetptrticipation of the co-actors.

—h

Development planning is geared to the requiremehthe EU regional development concept. Albanja
has established sustainable economic cooperatibnWantenegro and Kosovo.

Source: GTZ-Albania

As one may observe, the project philosophy is radiferent from that of UNDP-Albania. The
UNDP supported the regional councitrtks to develop regional development strategies based
on MDGs; GTZ-Albania supports a development zormmmosed of four regional councils
(garks. Such a project involves a lot of cooperation agdéocal units (including communes,

municipalities, andgarkg, central government affected institutions, charsbef commerce,
universities.



3. Impacts, strengths and weaknesses of Policies In  stitutions and
Processes

3.1. Impacts, strengths and weaknesses of policies

As discussed in the preceding sections, numerowdegic documents address sustainable
development and integrated rural development iraAid, including sustainable development in
mountainous areas.

Strategic frameworks have managed to address overauntain specificities, including
potentials, constraints and diversity. The StratefgRural Development focuses due attention to
environment protection mainly in disadvantaged sireahe Mountainous Area Development
Programme aims at valorising the mountain areanpatgies through institutional development
aiming at coordinating all investment in mountaieaand improving financing to these areas;
the Strategy of Tourism includes development ofumimer of tourism products which are
expected to exploit mountain area potentialities dirersity; the Regional Development Strategy
pays due attention to disadvantaged regions; theérdemment Strategy has a clear focus on
sustainable development of mountains areas throoghsures aiming at controlling erosion,
increasing the protected zones areas, protectmgibersity, protecting water quality, etc. Other
sectoral strategies, including health, educatiomd @ansport also address different aspects of
sustainable development of mountainous areas.

Though mountain area specificities are addressteraufficiently in a number of strategic
frameworks, there is no SARD-M or even SARD docuim@ming at addressing mountain area
specificities in an explicit, comprehensive, andrdinated manner. This has led to the lack of a
corresponding institutional framework in chargar@untain area development; there is no body
at the policy level responsible for mountain p@gand there is no significant pressure in favour
of mountain area policies. MADA remains a rathev |orofile institution which has not managed
to become a focal mountain area development agency.

What are the main objectives of strategic framewa@ttdressing mountain area specificities and
what are the impacts? The table below summarlmgliscussion on policy frameworks, their
objectives and related results:
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Table 5: Strategic frameworks/policies affecting mantainous areas and their results

Frameworks

Objectives Results/Impact verified or expected

Rural Development
Strategy

Enhance competitiveness, protect environment ptiotedmprove quality of life of The strategy is in process of being prepared. lingao
rural people, including those living in mountain@usas, and improving be assessed latter
participation of stakeholders

Mountainous Areas
Development Programme

1. MADA

2. MAFF

“Build a critical mass” in order to raise the stardl of living of mountainous Less than expected
population, through:

- Coordination of financial institutions, developmeagiencies and businesses MADA has rather failed in its coordination function
interested in mountain areas development in oalefficiently use mountain  Mediocre results associated with mountain area
area resources; and implementing a number of otinak development specificities. Moderate results in other dimension
measures.

- Support social capital through lending to groupeob¥illage Credit Funds;  Though MAFF has managed to become a viable
farm modernization by proving input loans throughad traders associations; financial institution, it has failed to meet a nueniof
farm modernization and social capital by provingrle to specialist producer objectives, including building social capital thgbu
associations; agro-processing by proving loansrallsscale agro-processors group-based Village Credit Funds

Regional Cross-cutting
Development Strategy

All garksare enabled to contribute to sustainable developamd competitiveness The strategy is in process of being prepared. Iigao
— and thus reduced social and economic dispadtasss the country be assessed later
Setting in place an efficient management framevorkegional development

Environment cross-cutting Improve policies and increase capacities of pubkc,central and local Transfer of usufruct rights on forest and pastures
Strategy — Forest and governments, and non-public actors to make postiel@rotection and where implemented - has resulted in impressivestore
Pastures Strategy development of natural resources regeneration. Limited progress in other areas

Sectoral Strategy for
Agriculture and Food

Improve (and implement) legislation and institugdhat guarantee property rights,Impact is to be assessed later. However, the pesdec
mainly land property rights, and support marketadepment; increase economic of SSAF failed to complete land distribution and

operators (farmers, processors and others) cagmtitiough direct financial guarantee land ownership security, increase ecanomi
support and advice to produce safe, organic artuVatue-added produce; improveoperators capacities, and improve agricultural miark
irrigation and market/marketing infrastructure infrastructure in mountainous areas

Tourism Strategy Support accumulation of a “critical mass” in terafiswuman, institutional and Cultural and eco-tourism in mountainous areas resnai
infrastructural capital for public, private and &tal actors in order to realize the underdeveloped due to huge investments needed and
vision for a “cultural and eco-tourism” tremendous coordination efforts involved

Education and Health No special reference to mountainous areas Slow reform regarding establishment of regional

schools; and addressing education quality

Transport Strategy

Improvement of road infrastructure, including inuméainous areas Some progress has been madeglutahroads remain
in bad conditions and represent a major consttaint
development
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As one may well understand from the above table,résults of policies are rather modest. A
number of strategies are in the process of beiaggred and their impact is to be assessed later.
However, the impact/results of predecessors ofetlsésitegies and the impact of the strategies
already implemented/under implementation show dtdanimpact on the lives of mountain
people.

The Forum for the Development of Mountains obsemadt

In Albania, there is no specific policy on the depenent of mountainous areas. Mountain
populations feel insufficient support from the statstitutions and international partners
and therefore are pessimistic on the perspectiveewelopment of these aréas

Mountain area policies implemented up until now éndpeen rather unstructured and have not
helped in the efficient use of resources. Politgheglemented by MADA, the only institution
focusing on mountainous areas, have been rathguansed and have been focussing on solving
immediate problems to mitigate immediate povertyeyr have not been guided by strategic plans
to make efficient use of mountain area resources.

It is worth noting that MADA has not developed into pivotal organization for financial
institutions, development agencies and businesgesested in mountain area development, as
foreseen in the policy.

MADA activity is rather unstructured. Up until nowJADA has built just irrigation
channels.

This is a rather cynical evaluation for MADA madedkey stakeholder to show that the Agency
has not played any major role in terms coordinatidgth the objective of strategic development
of mountain areas.

Box 13: Need for project coordination in mountainows areas

International Fund for Agricultural Development AB) has already supported two successiye
investments projects in poorer, mountainous areldsAlbania: the Northeastern Districts Rural
Development Project with a loan of SDR 8.4 milliand the Small-scale Irrigation Rehabilitation
Project with a loan of SDR 6.1 million. The twoojacts illustrated the “...difficulty of achieving
significant impact on rural livelihoods through @cfis on a single sub-sector or via a multiplicify ¢
separately implemented and widely dispersed ingatindividually capable of generating only lindte
gains in any one aspect of marginal area develoffmen
Source: IFAD, 2005, Programme for Sustainabjle
Development in Rurd/lountainAreas

Investment without any coordination logic is affagtlocal government in addition to MADA. A
stakeholder in Korca region explains that:

Local government invests in mini projects or emeogeprojects without any vision. They
should stop doing that in favour of more coordinbé®d strategic approach.

The strategic documents being prepared/updatedeseptr quite “nice papers” that are
economically, socially and environmentally balancé@tiey will, however, more than likely
encounter implementation problems; as have thdesgita documents under implementation.
Rural Development Strategy, Regional Cross-cut@tigitegy, Environment Strategy, Tourism
Strategy, and other sectoral strategies represeningents that are too ambitious to be managed
by Albanian public and societal institutions. Thagsume a certain set of already existing
capacities in the government (at central and lecel regional levels), civil society, business
community, etc., and a certain way of communicatimtween stakeholders which does not
actually exist.
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3.2. Impacts, strengths and weaknesses of Institutions and processes

From the previous discussions, it can be seerthieaimpact of strategic documents and policies
on mountain people’s lives is rather modest; tewsion on entry point policies supported that
the impact of granting subsidies to farmers willdeo modest. Despite good intentions, and
“nice” policies on paper, they bring little resul@&his is due in large part to weaknesses outlined
in this section on processes and institutions weawl

Political processes

As discussed earlier, there is a will from the fugitical leadership to countries sustainable
development. However, very often policies remain insufficignitinplemented and insufficiently
enforced mainly due to a lack of advocacy groupbkdare to weaknesses of public administration.
It seems that political ambitions are much strorigan what public administration can manage.

It is worth noting that membership-based organizetiin Albania, including those related to
SARD-M are simply missing. Efforts to support sugrioups related to mountain area policies
have produced mediocre results.

Box 14: Mountainous areas forums in Albania

MADA has supported the establishment of seven n@notis areas forums, namely in Korce, Diber,
Berat, Kukes, Permet, Librazhd and Mirdite. Thecpss has been technically managed by Institute for
Contemporary Study, an Albania think tank/consujacompany.

Mountainous area forums are consisted of groupstefests, including local government, civil sogiet
organizations, local business, outstanding pubfcrés, development agencies, etc. Parliamentary
members elected by mountainous areas are not fgarums.

During 2005, the 7 district promoter groups sucitglysundertook a range of lobbying and influencing
activities. After 2005, the role of Forums is ratheissing, particularly in terms of policy advocaay
favour of mountainous areas.

Source: MADA

Mountainous Areas Forums supported by MADA havemahaged to play any significant role
in promoting mountain area policies.

Though the main purpose of the forums is to adeoicafavour of mountainous areas, the
role of these forums in terms of promoting mourttagareas policies is almost missing.

explains MADA executive director. In any case, ldek of pressure groups is considered a major
weakness of political process and there are plansupport the establishment of a national
mountain areas forum and a mountain area parlisanemembers association.

The lack of pressure from the “membership-basedanizations is hot compensated by the
parliamentary members elected from the mountaiionsg Although there is no parliamentary
movement aiming to pressure the government toitdkeconsideration mountain specificities,

supporting the establishment of an association afligmentary members elected in

mountainous areas is part of MADA’s agenda. Theatiar of MADA explains that:

we intend to promote and support the establishroéra parliamentary members (PM)
association. The PMs coming from the mountainousasrwill be members of this
association. The support for an office and seciataand other activities may be
supported by MADA.

There is previous evidence PMs elected from monaotes areas have shown good will in
promoting policies in favour of these areas.

>6 - MIF>
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One of the most enthusiastic groups that joined‘pheject” of setting up a mountainous
area forum was the lobbying of PMs elected fromdiheh regions, established in 2003,
which contributed... in influencing government peicin favour of mountainous ares

The effectiveness of mountain area polices is absgatively affected by a lack of cooperation
due to political barriers. Cooperation between r@@rfaind central de-concentrated agencies) and
local government, especially when they belong ftedint parties, is deficient when it comes to
mountain area development.

We do not talk enough to the regional council wliertomes to development and
implementation of policies,

the director of regional directorate of agricultared food of Dibra says.
Participatory processes

Preparation of sectoral and cross-sectoral stiedgdagi“administered” by separate prime ministers
orders, which also regulates the forms of partigijpa On the other hand, preparation of laws and
cabinet decisions must be preceded by consultakiom last is regulated by the Law No. 9000/03
and CD No. 584/03. According to the Law No. 9000/@8vernment should set up inter-
ministerial teams and expert working groups wheeparing/amending laws and cabinet
decisions. The CD 584/03 requires ministers in g@aaf specific sectors to issue separate orders
on the forms of participation.

The main “SARD-M”" policy (as part of separate sgit documents and programmes)
stakeholders include:

Ministry of Agriculture, Food and Consumer Protenti

0 General Directorate of Agricultural Polices
Food Production Policy Department
Rural Development Department

0 2KR Programme

Ministry of Economy, Trade and Energy
o0 Programming and Regional Development Sector
0 Business Policy Department

Ministry of Environment

Ministry of Tourism and Culture

Department of Strategy and Donor Coordination —d?fi¢e

Ministry of Finance

Ministry of Interior (covering local government)

MADA

Mountainous areas forums

Albanian Development Fund

Rural local government (communes)

Regional councils

Mountainous areas parliamentary members

Environmental NGOs

Agro-business Advisory Council

Development agencies

Donors.

In fact, consultation is considered more as a trégson of policies prepared by central
government — and sometimes simply by consultantather than a partnership. Therefore,
policies have limited ownership and commitment be side of stakeholders. This is due to a
number of reasons including insufficient preparaté consultation meetings; missing culture “to
listen” to stakeholders views on the side of gowsnt agencies in charge of consultation; not
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enough participation on the side of stakeholder tludack of empowerment (insufficient
negotiation power, insufficient expertise), etc.

Institutional arrangements

Albania is radically changing its planning architee. An Integrated Planning System (33
replacing the former planning system that was oatpgrehensive, did not take enough direction
from the government and was disconnected from th@ium-term budget.

Box 15: Integrated planning system in Albania

Since November 2005, the IPS has provided a sgperfating principles to ensure that government
planning and monitoring takes place in a cohewfitient and integrated manner. Two existing
processes cover all government activities:

A national medium- to long-term strategic plannprgcess, the NSDI (2007-13), establishes
strategic priorities and goals. The NSDI is exped¢tebe approved in early 2007; and

A medium-term budgeting process, the MTBP, requéash ministry to develop a three-year plan
within an expenditure ceiling to achieve its polayjectives consistent with the NSDI.

Four core processes will be fully reflected in stategic planning and budgeting processes: (i)
European and Euro-Atlantic integration; (i) Govaent Programme; (iii) public investment
management; and (iv) external assistance management

Under the IPS, strategic and budget planning angpoments of a single public expenditure
management system:

Line ministries set medium to long-term goals ieitlsector strategies. Line ministries also broadly,
estimate the resources needed to achieve these goal

The Department of Strategy and Donor CoordinatioR[)C) prepares options for the broad inter-
sectoral allocation of resources for the Strat@gnning Committee at the beginning of each MTBP
cycle.

The Strategic Planning Committee (SPC) and the @ebide on the broad inter-sectoral resource
allocations over the medium-term in order to iniithe MTBP preparation process.

NSDI 2005

The IPS represents a major coordination mechamghrross-sectoral and sectoral strategies
should be integrated into the NSDI. The SPC andCthid then decide on resource allocation.

While DPDC is in charge of coordinating the whd®S| inter-ministerial technical groups are set
up to deal with preparation, implementation, mamiig and reporting on cross-cutting strategies.
Cross-agency political authorities are also setougssure that political processes are carried out
properly and that document preparation, implemamtamonitoring, and reporting are done as
planned. It is to be noted however that cross-ageaordination remains a problem.

Specialized institutions have been set up to dé&hl mural and regional development. They are,
however, quite young and their capacities in teofneumber of staff, experience and expertise
are limited.

Capacities at the central level to coordinate desigd implementation SARD M policies are
obviously insufficient. The entity in charge of alidevelopment in the MoAFCP is small; the
structure of regional development in the METE hast pne person in charge of dealing with
regional policy

It is clear that the current structure has not trexjuired “horse powers” to properly
manage the process of coordinating design and paiplementation

explains the representative of UNDP-Albania.
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In fact, one may well find that almost all stru&sirdealing with sustainable development are
rather understaffed. The total number of publidfstizaling with environment protection in
Albania — for instance — is 200 people, or 1 pethibusand inhabitants; this is too low compared
even with the new EU member states which are 4 pleousand.

Cooperation among central government agencies vadoin mountain area development is
insufficient or sometimes simply missing.

The following matrix shows clearly that links amostgategies are omnipresent:

Rural
development
strategy (RDS),

Strategies and their links

Patod )| RDS
dlosely linked | RPCS
y SEn

+
) + +
with all  other | oo \r % n ¥
strategies. While| gon T ¥ " i
agribusiness and ggq n n ¥ ¥ ¥
farm | STu + + + + + +
development in| gt T T T T T T T
terms of | sek + + + + + + + +
competitiveness | ggy " " " n n ¥ " " T
enhancement, arg RDS RDCS SEn SSAF SoH SoE STu STr SEk SRu
mainly MAFCP + There are links

tasks, they are
closely related with the Strategy of Economy (SE)d the Strategy of Employment (SEm).
Environmental protection and quality of life in aliareas — two major pillars of RDS — represent
clear focuses of SEn, and SoH, SoE, STr, etc. TihnddgAFCP have to report on environment
and quality of lives, other institutions are in gi@ of preparing and implementing such policies.
One may extensively comment on a “web” of links agall mentioned strategies. Hence, it
becomes clear that isolation is to be excluded #wad there is no substitute to continued
communication among agencies.

Communication among agencies responsible for sEparass-cutting or sectoral strategies is
insufficient. During RDS consultations of at thegional level, people pointed out very clearly
the lack of communication between strategic documelm the Korca consultation meeting,
people expressed concerns that the RDS does netitéix account “... technology transfer
issues”, or “...access on forest and pasture resslroe “...agro-tourism development” which
are sufficiently addressed in SSAF, SEn, and S$padtively.

Local governments have important functions related to sustainableeld@ment in rural/
mountainous areas: designing and implementing leadnomic development programs,
supporting small business development, supportowall economic development, forest and
pasture management, urban planning and land mamegeane exclusive functions of local
government. Therefore, SARD-M should be closely associatetth wapacities and processes of
local government.

Capacities at the commune leveh terms of implementing SARD-M policies are ohwéty
insufficient. The number of staff and their knowgedon SARD are limited. The communes’
funds available, especially in mountainous commuasscritically insufficient. Capacities at the

%
# % %
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Regional Council (RC) levelin terms of designing and implementation SARD Migies are

much better than at commune level; at regional ciblevel there are policy and programming
departments. They have a broad vision on ruralmaodntain development. Though quite well
positioned for designing and implementing regict@elopment strategies, including SARD-M
strategies, RCs suffer two major shortages: (i laicclear competencies, and (ii) insufficient
funding — they are desperately dependent on cegdrarnment or first level government funding.

Financial mobilization

As explained earlier, all cross-sectoral and sattstrategies are embedded in the NSDI.
Therefore, it is assumed that once “qualified’he NSDI for funding, there exist strong chances
that sustainable development can be continuousin@ed.

There are good opportunities to promote capacityeld@pment at the local level through
financing local governments receive from donorsnelg EU, USAID, DFID, etc.

There is however a real problem when it comes taliftg coming from domestic sources. As
discussed earlier, a number of strategies requiieportant role for local government - RCs and
communes. RDCS, for instance, is heavily basederRC role. However, RCs do not have the
authority to generate tax income; for carrying abeéir functions, they are dependent on
communes, municipalities, and the central goverimf®&na general case, RCs are under-funded
and this problem may become “bolder” during co-tatlin - when communes, municipalities,
and central government on one hand and RCs ortliee lselong to opposing parties.

% %
% H % % %
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4. Summary of findings and recommendations

Main strong points and weaknesses of policiesjtirtistn and processes related SARD M in
Albania and main lessons learned, and recommemsgatiad proposals for follow-up activities
are summarized below.

Strengths, weaknesses, opportunities and threafgresented in a “classical” SWOT analysis, in
the following paragraph.



4.1. SWOT analysis of SARD M policies, institutions and processes

Table 6: SWOT analysis of Palicies, Institutions ath Processes for SARD M policies

Strengths Weaknesses Opportunities Threats
Policies
Entry point Priority to support fruit and livestock sector is No distinction between mountainous areas and  Agribusiness developmentis a The lack of
policies considered as pertinent from economic, social, lowland areas in terms of orchard and fruitand  major priority of GOA focus on
environment and cultural standpoints livestock sectors mountainous
. _ . areas ma
Strategic Investments Plans, based on a value Problem mapping is rather inadequate. Though a EU and other donors are prone result in Igss
chain approach, prepared by MADA, support botlvalue chain approach is recommended, it becomeso support food safety mainly in funds to these
small ruminant and vineyard sectors clear that access to and land ownership insecurity small/lamb livestock sector due areas
and underdevelopment of whole value chains to its export potential
(including severe underdevelopment of processing
industry) rather than insufficient orchard
development seems to be among the central
problems for mountainous areas
Problem analysis in terms of policy options to solv
identified problems is rather poor
Policy alternative opted for, i.e. provision of
subsidies to farmers for area planted — will more
likely encounter implementation problems, due to
excessive administrative efforts involved
Consultation of all stakeholders is insufficient
Impact of subsidies to farmers on mountain area
development will very likely be modest, because of
improper problem mapping, problem analysis,
policy formulation and policy decision
Other Several strategic documents address (often No distinction between lowland and mountainous EU integration process The lack of
SARD-M implicitly) mountain area specificities areas policies in the National Strategy for represents opportunities in termdocus on
(potentialities, constraints and diversity) Development and Integration (NSDI) and in other of sustainable agriculture and mountainous
strategic documents rural development, including in areas may
mountainous areas result in less

Sustainable agriculture is inadequately included in

. . . . funds to these
strategic documents. Agricultural bio-production

areas



Strengths

Weaknesses Opportunities Threats

Specific programme - Mountainous Area
Development Programmeaddresses mountain
area specificities

remains an intention and integrated production is
rather unknown concept

No focus on sustainable agriculture in mountainous
areas of the SSAF

Limited impact of specific mountainous policies

Institutions
National There exist directorates/sectors in charge of ruralSpecialized sectors/directorates have insufficient EU integration process provides
and regional development policy capacities in terms of number of staff and expertis opportunities in terms
to deal with SARD-M policies institutional strengthening
Sub-national — No rural/regional development capacities (staff and
de- expertise) at the regional de-concentrated level.
concentrated Regional Directorate of Agriculture and Food at the
agencies regional level have an agricultural expertise rathe
than a RD focus and expertise
Local Capacities at the commune level (staff and
expertise) in terms of implementing sustainable
development policies are very limited
There exist policy and programming departmentsLack of sufficient funds and lack of consolidated Regional Cross-Cutting
at the RCs level. They have a broad vision on rurahd legally and practically recognised RCs funatioDevelopment Strategy recognizes
and mountain area development by central government, and communes and a major role fogarks
municipalities
Processes
Political Clear will from the top political level on No influential pressure groups, including farmers
processes sustainable development of the country associations, mountainous area elected, etc.
Insufficient cooperation among central government
agencies and between central and local authorities
involved in mountain area development, especially
- I > :H 1

>10 # %
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Strengths Weaknesses Opportunities Threats
when they belong to opposed parties
Participatory Legal requirements to consult stakeholders Consuftzonsidered more as a
processes “communication” of policies (prepared by the
central government — and sometimes simply by
consultants) to stakeholders rather than a pattigers
Participation on the side of stakeholders is rather
limited due to a lack of stakeholders’ negotiation
power and expertise and lack of government culture
“to listen”
Technical Strategic documents, including those affecting The IPS considered as too ambitious for the
processes mountainous areas embedded in a integrated  Albanian public administration to absorb
planning system (IPS)
Technical working groups to deal with cross- Cooperation among central government agencies
cutting strategies are set up responsible for mountain area development is
insufficient or sometimes simply missing
Financial Strong chances that sustainable development is High chances that RDS can be
mobilization continuously financed once qualified for funding funded by EU since it is
into NSDI prepared according to EU
guidelines
Insufficient funding at the commune and regional Local government can attract Risk of RC

levels; mountainous communes are poor and RCsexternal financial resources, e.gunder-funding,
especially during
co-habitation

are financially dependent on the first-level local  from EU, DFID, USAID.
government and central government

%=

%=
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4.2. Lessons learned, recommendations and proposals for follow-up activities

Lessons learned

1. Mountainous areas in Albania have great developmeudtentials but the sensitivity of
society towards mountains is limited

Mountainous areas are rich in natural resourcessd@tareas have great potentials for the
development of agriculture in general and hortimétand small livestock in particular, as
well as for the development of tourism and handisralhese potentials, however, are
underdeveloped and therefore life conditions irs¢hareas are inferior to those of other
regions of Albania. This is because the sensitigityyovernment, parliament, civil society,
etc. towards mountains is limited.

2. The impact of policies depend heavily on policy @sship and pressure of interests groups

The mediocre impact of policies on mountain aregeldpment and mountainous areas
people’s lives is due to insufficient policy owneigs and lack of pressure from organized
advocacy groups

3. The impact of a multiplicity of scattered, uncoortited projects is negligible

The experience of a number of donor-funded proj@ottuding IFAD, shows that the impact
of many small, scattered, uncoordinated projectegigible. The current MADA experience
also confirms the finding.

4. Every strategic framework should be part of a pwlélly recognized integrated planning
system in order for it to be sustained

Experience in Albania shows that initiatives thavé not been part of a politically
recognised system (regional development strategjigported by UNDP-Albania remain
largely un-implemented, because RCS do not haveisut funds and because the strategies
did not succeed to become part of Albanian plansyggem. Other strategies have also failed
because they have not been part of a politicalbogrized integrated planning system).
Therefore, for a strategic framework to be susthine should be part of the politically
recognized planning system. Albania has agreed uwgonintegrated planning system,
composed of the NSDI, MTPB, and a number of sectmd cross-sectoral strategies.

Recommendations and follow up activities
Policies

1. Consolidate SARD (M) policies into a unique documeand assign responsibility to RDS
structure as a policy body and to MADA as a opeoatil agency

There is no separate SARD-M document in AlbaniaatTtaving said, numerous aspects of
sustainable agriculture and rural development iumt@inous areas are being addressed in
several strategic framework. Consolidation of ddfg aspects of SARD-M policies in a
unique document may prove to be beneficial. Thesalidated document should be
accompanied by an action plan based on measuresdglicontained in already existing
strategic framewaork. Policy responsibility should &ssigned to the RDS structure in the
MoAFCP; and operational reasonability should begassl to MADA. The document and
action plan may evolve later on into a full-fledg@8RD-M strategy.

2. Improve access and ownership security to land reses

Transfer of rights to forest and pastures is a majctor contributing to improved economic,
social and environment situation of mountainousgréroceeding fast with the reform of
transferring usufruct and ownership rights on foesl pastures to communities — foreseen
in both the Environment Strategy and Forest antuRaStrategy - is obviously of paramount
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importance. This is equally important everywhereniountainous areas but it is more
pressing in most remote areas where arable laodtisally limited and where pressure is
exercised on forest and pastures is too high.

Preparing and implementing policies intended tonote the land market is an economically,
socially and environmentally beneficial policy, eiv the depopulation of rural areas,
especially mountainous remote areas. With the cexitylof land markets, a policy that will
motivate land rent may prove beneficial in bringegsting idle land into economic use.

Support pilot value chain projects to set examplesmountain area development

Interventions in mountainous areas should embraogplete value chains (inputs, farming,
processing, transport and marketing) rather thats pd the chains. Support to pilot value
chains development projects for limited sectorshwitomparative advantages can set
examples which may prove to have a beneficial plyitig effect. MADA may play a
coordinating and broker role among different stakadérs and agencies. Based on value
chain studies, government may develop value chalitips for fruit and small livestock
sectors, for instance, to address the most impovidne chain bottlenecks carefully choosing
working policy options. The processing level sholidde a special focus. This is in line with
broader GoA policy: “The Government Programme ab@rs a shift from subsistence to
market-oriented agriculture underpinned by the Wgraent of agro-industry as a key aim”.

Support marketing through the development of brarasd protected designations of origin

The development of brands and designations of rorigr specialized local, fresh or
processed products, such as “Dibra apple”, “SontAdvania Lamb”, “Skrapari raki”, “Narta
wine”, etc. and a marketing strategy to create eketdor them would require a package of
policies, including an improvement in the legalnfiework, protection of industrial property
(trademarks and designation of origin), technisalistance and technology development.

Support development and implementation of projecteat respect continuity of
development potentials rather than administrativelgical borders

Potentials of mountainous areas are continuousarsothe constraints and diversities.
Therefore, sometimes it is rather inappropriate niechanically develop projects and
programmes that respect administrative or eventigalli (between countries) borders.
Therefore, sometimes projects and programmes @aiého involve several administrative or
local government units within each country or egeweral countries when it comes joint
country projects. Such an approach may prove hetpfan in terms of qualifying for EU
structural funds. Within Albania, for instance, ringnay be three or four developemtn zones
that can be designated to coincide with EU NUTSS2ich a logic is also valid in terms of
cross-border projects regarding natural resourcetegtion and development, cross-border
trade, transport and tourism, etc.

Institution and Processes

6.

Support institutions in charge of SARD-M, startingrom the Rural Development
Department in MOAFCP and MADA

The Rural Development Department in MoAFCP shoulel $upported to improve
understanding and develop skills in terms of SARDH@wever, technical staff themselves
cannot make the difference without a better undaedihg by political/senior leadership.
Study tours — with the participation of senior teichl staff, political leaders and
parliamentary members may be quite effective irrtista the change. In addition to
policy/political level, MADA should be supported deal with policy implementation.
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7. Support establishment of an association of Parliam&y Members elected from
mountainous areas

The consolidated SARD-M document and related agpkam (refer to recommendation 1)
will most likely remain unimplemented unless thexa strong political pressure supportive
to the policy document and action plan. The “mershigrbased” civil society in Albania is
rather underdeveloped; mountain area forums suggdsy MADA have hardly had any
influence at all in policy-making. Therefore, itlinnost probably take a long time until non-
public interest group representatives become inflak Hence, an association of PMs
elected from mountainous areas seems to be a leasid effective instrument to exercise
the needed positive pressure to design and imple®ARD M policies. The available
evidence supports that PMs may play an importdat ro

8. Preserve and develop social capital with a longrteperspective

Social capital is a scarce resource in Albania. él@w, a number of initiatives, including
some in mountainous areas, have invested in scejpital. Mountainous Area Forums,
Community-based Organizations, Forest and WaterrdUgessociations, are among the
examples of social capital. There is a generalgmian that these kinds of associations will
stop running once the project ends. It is therefrerucial importance to capitalize on the
current forms of social capital to keep them “dliaend develop them in a country where
collective action is at critically low levels.

9. Improve electronic access to strategic documentd action plans affecting SARD-M and
organize seminars on cross-sectoral and intra-seat@ommunication benefits

It is quite hard to find copies of strategies mthiSARD-M, including strategies already
approved. Hence, staff responsible for SARD-M db e any knowledge on the content
of other strategies which affect the strategy umtiszussion. It becomes therefore clear that
a transparency enhancement policy through, foaivts, putting all strategies in an easily
accessible database will improve the knowledge lms# create conditions for better
communication among central institutions involv@dSARD-M. This transparency policy

may be complemented by an inter- or intra-secteegthinar on the benefits of “strategy
communication”.

10. Develop a Regulatory Impact Assessment (RIA) systemmountainous areas

Mountainous areas have specificities (potentiatsstraints and diversities). The same
neutral policies may have substantially differenpact on mountainous areas as compared to
lowland areas. Assessing the impact of every pdifgcting mountainous areas is a useful
instrument to make government aware on the impautral policies are expected to have on
mountainous areas or — in the best case — to nakergment aware on the need to design
and implement separate policies for mountains. @aeelopment of a RIA system for
policies affecting mountainous areas will have twlude: a formal requirement on
assessment of impact policies will have on moupignareas; development of a written
approach on assessing the impact; training of @ffieublic civil servants, etc.

%
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Annex 1: Mountain Areas Development Agency — MADA — Profile

Country ALBANIA

Title Role and the strategic vision of Albanian Agncy for Development of Mountaing
Areas (MADA)

Time life MADA was created 4 August 2000, under the decigibiCouncil of the Ministers fo

realizing the “Program of development of mountaieas”

=

Source of funding

IFAD (loan and grant), Albanian Government, DutciN\S Italian Cooperation,

contribution of DFID, etc, finance MADA.

Location /Territory

MADA is operating inl6 mountain areas of Albania

Mountain
specificities

Constraints

Life conditions in these areas are worse than lirrotegions of Albania. Public serviges

such as hospitals, centres of health care, sctaralskindergartens in many cases |

ack

quality or are sometimes nonexistent. In additioajl service, telecommunication, roagds,

water and energy supply are still problematic esthareas.

Diversity

They are rich in natural resources (minerals, hy@smurces, forests, food products of a
high quality and a high level of livestock raisingyt their actual development is still very

low.

Potentialities

The mountain areas in Albania are a very imponpant of the whole country because they

occupy more than 60% of the whole Albanian landwinich 35% of the Albanian

population work and live.

Development of handicrafts and the traditional wdike the reprocessing of leath
wood, wool clothes, carpets and rugs.

These areas are also known for cooking some spgpieg of food. These areas have g

er,

reat

possibilities for development of the tourism sedtogeneral and specifically the natural

tourism, historical tourism, agro-tourism and esalgccultural tourism.

Objectives

The principal objective of MADA is the increasing evenues of the families in the

mountain areas of Albania, especially of rural poopulation.
At the international level: The foreign institutions should help the decdigation
process as this is of great importance for the Idpmeent of these areas.
At the country level: the Albanian Government, the House of the PadiamNGOs
etc. should be more aware for their needs becaugbd time being awareness is vi
low. Specifically the Government should build agpkeconomic platform to increa
the employment rate, give more loans for new srhakinesses for restrain t
migration from these areas and using more thegmls.
At the local levet Increasing the public participation of the lostdkeholders is one

Bry
se
he

Df

the priority issues as well as the increase of wopsaticipation in the public life and
the decision making process. Measures to incrdaseatcess to local government
information and activities as well as enhancing tepacities of civil society
organizations to offer inputs and monitor the atiég of local government to generate
more output.

Responsible
institutions

Albanian Government, MADA, International instituti®, NGOs.

Source: Belsanti, V & Al., 2006, Sustainable Agfiate and
Rural Development in Mountain Regions Project (SARRD CIHEAM — IAM Bari
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Annex 2: Mountain Areas Development Vision

Medium to long-term Vision

Chronic poverty has been eradicated and a vibnasinbss environment has been established, based on
competitive SMEs exploiting local resources, sceteerse migration flows and attract private investin

from outsidé

Good governance practices have been developeded bassocial cohesion, participation and
sustainability — with particular attention to humemd natural resources;

The valuable environment has been preserved, iregrend new infrastructure — including international
roads — has been constructed with due regard terthieonment.

Scope of the Vision

is to help Albanian citizens living in the mountaireas (MA )taenjoy access to development opportunities
which are equal to those of citizens living elsewhe enabling them to build their future according to
available natural, human and cultural resources.

Foundation process Pillar 1 Pillar 2 Pillar 3

Ensuring adequate
allocations of Public

Strengthening the
advocacy and
participation of key
stakeholders in the
MA

Building the capacity of]
local governmentand
local communities

Promoting an enabling
institutional and financial
framework forprivate sector
development

Investment Programme
(PIP) funds for and the
proper implementation
of social infrastructure,
environment
conservation and
economic

infrastructure

Priorities for action

Priorities for action

Priorities for action

Priorities for action

1.Building local
development
associationso
enhance the access
of local stakeholderg
to existing
development
resources

2.Establishing a
national forum and
regional
coordination to
ensure MA
advocacy in relation
to regional and
national policies and
resource allocation

1.Building the capacity
of communes,
municipalities and
communities to
prepareparticipatory
plans and projects for
local development

2.Establishing specific
technical support
services to strengther
theirinstitutions and
management

3.Promoting
development funds
to complement local
public investment
with the
establishment of
transparent priorities
and competitive
application rules

h

1. Strengthening and building
business and producers
associations

2. Strengthening and
multiplying opportunities
for and the capacity of
specialisedusiness
advisory services
especially in ecologically
and socially sustainable
businesses

3. Strengthening existing
financial services through
the development of
specialised development
banks, branches and
products

4.Promotingdevelopment
funds to support private
investment with the

establishment of transparemt

priorities and competitive
application rules

1.Building adequate

planning and
monitoring capacity
at Qark level and links
between Qarks, local
government and the

business community, t

identify and monitor
PIP funded projects in
the MA

2.Ensuring that PIP
funded projects for the

MA are coherent with
the Vision

3.Ensuring thathe

share of the MA in
the PIP is adequate to
the social and
economic challenges
set out in the Vision

[=}

Source: MADA



Annex 3: Entry point — problems and policies

68

Problems in the value chain Policy in general Policy for mountainous areas

Orchard

Fruit tree sapling availability and quality Sapliggality service Benefit from the general policyo N

specific policy

Underdeveloped fruit processing industry Policyigiesd to support fruit and grape Benefit from the general policy. No
processing. Implementation subject to fund specific policy
allocation next year

Marketing of local produce, including brand andigadion No active policy No active policy

of origin development

Livestock

Low quality of breeding Policy to improve animal breeding Benefit from theneral policy

Pasture and pasture infrastructure (water poirggjatiation
Difficulties in disease control and vaccination
Underdeveloped milk and meat processing industry
Meat and milk safety

Lack of appropriate transport facilities
Limited access to finance
Lack of wholesale points

Lack of formal contractual agreements between msme
and traders

Limited knowledge of new dairy products

Lack of branding for the dairy products of the oegi

Plans to transfer forests and pasture managementirectly affects the mountainous areas
communes, but implementation very slow

Reforms to improve legislation and food safety in MADA extension service policy
the framework of EU integration

Policy being designed to support processing Benefit from the general policy. No
industry specific policy

Reforms to improve food safety in the framework dBenefit from the general policy. No
EU integration, and build certified slaughterhouse specific policy

No policy
Market oriented policy; 2 KR Project

Marketing programme in the SSAF Benefit from neutral policy included in

No active policy the SSAF and other strategic
documents
No active policy Specific intervention by MADA

No active policy

Source: stakeholders’ interviews and
MADA, 2004, Small stock/Dairy Strategic Investmé&rbgramme (Permet)
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Annex 4 Value chain problems and activities in small stockor Permet district

A. Problems

2

Production

) 2

Processing

) 2

Market >

Constraints | |

Constraints | |

Constraints

Limited pasture/grazing
resources, especially during
the winter season.

Limited water points in
summer pastures.

Low quality of breeding.
Inappropriate quality of
containers for transporting
the milk.

Difficulties in disease control
and vaccination.

Limited storage facilities for
milk prior to delivery to the
processor.

Lack of finance to invest in
improving pasture and

Obsolete processing
technologies.

Lack of storage and
packaging facilities.

Limited hygienic conditions
in processing units.

Limited knowledge of new
dairy products.

Limited finance to invest in
improvement of technology.
Large amounts of cash
required during the season
for the collection of the milk.
Lack of appropriate transport
facilities.

Lack of formal contractual
agreements between
processor and traders

Lack of branding for the
dairy products of the region.
Lack of wholesale points.

breeding.
B. Activities
> Production > > Processing > > Market >
Activities | | Activities | | Activities |

Pasture and grazing
improvement, including
demonstration plots and
pasture/grazing
management.

Milk storage and transport
facilities (cooling tanks and
small containers for
transport)

Training for farmers in
pasture and livestock
management

Disease control and
veterinary services
Breeding improvement.
Study tours for farmers
Provision of financing for
farmers for expansion of
herds

Provision of financing for
collection and bulking tanks

Pasteurization equipment.
Packing and labelling
equipment

Training and technical
assistance for processors in
new technology and
introduction of new productg
Study tours for selected
processors

Provision of finance for new
buildings and equipment

Workshops for supply chain
partners and traders to
identify and address market
constraints and opportunities
Institutional strengthening of
the cluster and establishmen
of formal contractual
agreements between supply
chain partners

Support for Trade Fairs in
towns and communes
Annual cheese makers
competition

Development of Permet
brand through
communication and
advertising programmes

—

MADA, 2004, Small stock/Dairy Strategic Investmé&rbgramme (Permet)
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Annex 5: Agricultural structure in the four Zones and their respective districts (year 2000)

Northern &
Structure Total Lowlands | Intermediate S_outhern Central
Highlands M i
ountains
Land Structure
Total Land Area (ha) 2,874,800 328,969 895,560 A59 990,813
%Forest + Pasture Land 51 19 56 66
%Agricultural Land 24 61 26 21 1B
Cropping Structure
Total Agr. Land 629,293 201,989 229,2p1 136,734 344
% Tree Crops 17 18 2b 13 15
% Cereals 24 29 28 26 24
% Forages 24 28 2b 19 19
% Other Crops 1] 16 10 9 7
% Not Cropped 23 14 1 34 36
Agricultural Holdings
Total Number 466,670 120,197 123,542 62,237 122{306
Total Holdings Area (ha) 457,581 159,886 117,941 A88 61,900
Area per Holding (ha) 0.98 1.33 0.95 1.0 0|51
Crop Input Use
%lIrrigated Agr. Land 45 63 44 27 31
Fertilizer Use (kg/ha) 185 27b 15 80 111
Tractor Avail.(ha/trac) 97 74 12p 137 183
Crop Production
Wheat Yield (t/ha) 3.1 3.4 3.B 215 214
Maize Yield (t/ha) 3.6 3.4 4.5 23 3|3
Cereal Prod.(kg/holding) 1,212 1,705 1,260 1,824 8 74
Forage Yield (t/ha) 28 38 24 18 19
Forage Prod. (t/holding) 9.6 17{4 10.4 1.5 3.7
Grapes (t/ha) 7.1 10.p 8)3 45 6.1
Fruit (kg/tree) 15.5 18.8 14.6 12|14 13.8
Livestock Numbers + Outputs
Cattle (no. /holding) 1.6 1.7 19 1{5 1.6
Milk Yield (kg/holding) 1,609 2,130 1,869 1,538 13
Sheep + Goats (no. / holding 6.5 2.3 B.7 12.8 7.3
Milk Prod. (kg/holding)!! 2,301 2,536 2,368 2.029 1,328
Meat Prod. (kg/holding}’ 241 237 259 221 21p

Source: Agriculture Statistics Yearbook, 2000



Annex 6: Integrated Planning system in Albania

January February March April May June July  August September October November December
COUNCIL OF MINISTERS Review and Review and ‘ Review and
approve
Review Review Ll approve approve
Strategic Planning Committee and and
approve approve »
>
Government Modernisation Committee Assurefquality Assure quality
of technic§l process of technical process
Department of Strategy and Donor Coordination JP———
i Review for consistency
(IPS, NSDI, external assistance) e A S
MTBP
MINISTRY OF FINANCE Technical
Draft Notes Revised Revised
Macroeconomic Department macroeconomic macroeconomic macroeconomic
forecast and total [ Analysis of forecast forecast
expenditure ceiling major s s
expenditure MTBP Preparation
i Proposed
General Department of Budget ISSUSS Ceilings and Draft MTBP Document Revised || Prgu:rgaefton | Budget Draft || budgpel -
Budget Preparation e . MTBP mS‘,’Lcﬁoln g | |Megctiation 7| budget I'f g o) oy
(RS A MTBP Expenses Ceilings

MINISTRY OF EUROPEAN INTEGRATION

SAA

MTBP preparation forms

National Plan for Annual report on IPA Multi-annual
Implementation of SAA implementation Indicative
update of European Planning
Partnership Document
LINE MINISTRIES Finali " d Contribution to Programme Policy Review — Design and review of
cmlsnsi:iﬁ:; zt?;taerg]ies National Plan for > Programme Expenditure Identification of IPA Draft annual sector / crosscutting
Strategy, budget and integration working group Implementation of and Investment Planning priorities budget request strategies




Annex 7: Major land uses with their sub-categories

6A

Land use Area (in ha) As percentage
of the total
Arable land 699,293 24
Crops 578,374 83
Orchards, vineyards & olive groves 120,954 17
100
Forests 1,026,410 36
High 373,142 27
Coppice 266,606 31
Shrub lands 221,217 26
Protective 165,445 16
100
Pastures and meadows 445,345 15
Meadows 4,390 1
Uncultivated pastures 403,691 91
Cultivated pastures 37,254 8
100
Other areas 703,752 25
Total 2,874,800 100

Annex 8: Rural land holding in 2004

Source: Agricultural Statistics Yearbook (2000 &NFI (2001)

Source: World Bank, 2006, Status of Land Reform and
Real Property Markets in Albania



Annex 9: Status of the progress of the decentraliian reform

65

End of 2002
Law/ Provisions of the Initial Implementation Status as of end 2002 Notes
Article Law 8652 Deadline Legal | Practical
Legal framework Supporting Initiation of Decentralization Reform
Decentralization End of Completed Ongoing European Charter of Self-Govereaectified by Albanian Parliament;
Framework Support | 2000 Undersigning CD No. 203/98

Constitution of Republic of Albania approved, 1998
Decentralization Strategy, CD No. 651/99

Law No. 8652//2000

Law No. 8652//2000

Organic Law for Municipality of Tirana, Law No. 8242000

Implementation of Local Government Organic Law Pronvsions

72/2 LG shall undertake First half | Legal framework Not implemented | Process is delayed.
ownership of 2003 completed. Process delayed

Law 8743 Transfer of Responsible institution to lead and conduct thegss is established.

Law 8744 administrative Inventory of 4 pilot LG units approved by CoM; a e€3 other pilot LG

VKM 500 premises units is prepared; a program for 2003, includingrapal of inventory of

AITPP Instructions | completed. some 50 LG units is detailed.

1,2,3
Inventory of public | Transfer of properties to LG is delayed, not ysirgle case is recorded,;
properties in transfer of properties to first group of 4 pilot L@its is scheduled for
ongoing process. | second quarter of 2003.

72/3 LG take ownership of Not fully completed | Not fully Related to property transfer process. So far LGehiaken right of
public enterprises implemented administration over, (as expressed in general fercosnmunal service
enterprises.

Other laws that Policy Paper defines transfer of right of ownersiigr water

impact the enterprises/companies and makes available manageiftemnatives for LG

decentralization of units.

\I’_V:\;[Veggg;ga VKM 550, date Amendments and changes in several laws alreadjifieerare required,

Law 8885/02 7/11/2002, along with property transfer to LG, in order foeth to be able to exercise

Law 8975/01 approves the policy full rights of ownership and management authoritgroublic services

VKM 668/02 paper on water enterprises.

VKM 550/02 issues, and Although several legal acts have been issued, obtieem assures a full
measures for its discretion of LG units on the management of pubdiovice
implementation enterprises/companies. Still the authority remaiitk the Council of

Ministers.
(o <

I % /




?C

Law/ Provisions of the Initial Implementation Status as of end 2002 Notes
Article Law 8652 Deadline Legal | Practical
Legal framework Supporting Initiation of Decentrali zation Reform
72/4/11 Exclusive functions on social cultural and-ecreational
c) Social services January | Not Completed Not implemented LG units exercideduthority over nursery service; funding includadhe
2001 general grant. Ownership not yet transferred. dltih scheduled for 2002

other social institutions have not yet been tramsteto LG control; they
remain with national line ministry and related agjen. Distribution of
social assistance cash benefit delegated to LG.uDélegation involves
transfer of a conditional fund based on criteriafegh by the line ministry.
The sector remains unreformed and unable to cléarigte responsibilities
between local and central government. System refgyis under ongoing
process, development of a policy paper is schedole2003 under GSD
activity.

72/4/1 Exclusive functions on lo

cal economic devepment

a) Local economic Jan. 2001 | Implemented Implemented LG have fuliréison to prepare and implement local economic
development development plans.
programs
b) Regulation of public | Jan. 2001 | Implemented Implemented LG have fullrdisan to prepare and implement local economic
markets development plans.
C) Small business Jan. 2001 | Implemented Implemented LG have fullrdtszn to prepare and implement local plans to erage
development small business.
¢) Support for local Jan. 2001| Implemented Implemented LG have fullrdisan to prepare and implement local economic
economic development plans.
development
d) Veterinary service Jan. 2001| Implemented Implemented LG have fullrdisan to prepare and implement local plans andigeo
veterinary service of not-productive character.
To facilitate full implementation central governmeasponsible agencies
should issue technical standards.
dh) Forest, pastures and | Jan 2001 | Completed Not fully Implementation is related to the inventory andsfanof public properties
other natural Law 8744 implemented to LG units; such transfer presumes allocationemfassary funds in the

resources

acknowledges LG
right of ownership
over local forests and
pastures

unconditional transfer.

72/5/1 Exclusive functions on oth

er infrastructureand public services

a) Water Jan. 2002| Not completed Not implemented Transfer of water assets/sharesnmpemented.

VKM 550, date (See 72/3 above).

7/11/2002 Although some communes are exercising full admiatiste authority,
finance issues are not yet resolved; the statediusdpsidizes only those
registered as water enterprises/companies.

b) Sewer and storm Jan. 2002| Not completed Not implemented Some of Municipalities and comnsuhave already undertaken

waters

VKM 550, date

7/11/2002

administrative responsibility over this servicetwitit any particular
financial support. For full transfer see 72/3 aljove




Law/ Provisions of the Initial Implementation Status as of end 2002 Notes
Article Law 8652 Deadline Legal | Practical
Legal framework Supporting Initiation of Decentrali zation Reform
| | |
72/5/1 Exclusive functions on other infrastructureand public services
c) Urban planning Jan. 2001 | Not completed Not fully An amendment to the existing legislation was forated during 2002 and
Law 8991, date implemented passed by the Parliament on January 23, 2003¢drisidered as a
23/01/2003 temporarily solution until a new package of lawsdéveloped. The
amendment transfers most of the former distrighoasibilities to the
Regional Council; it acknowledges the right of L@ita to issue
construction permits. This amendment does not addrecessary changes
to allow for full discretion of LG in the sector.
Housing not considered.
MoLG &D has Communes and small size municipalities have bestnuicted to temporarily
issued an transfer the authority for issuance of construcpenmmits to the Regional
instruction for Council administration. This prerequisite is saoméid within the new
delegation of amendment of the existing law which acknowledgesitht of LG units to
construction permit issues construction permits.
authority
Land management Jan. 2002 | Not completed Not fully New law and a CD delegates to LG the authorityafiministration of
Law 8752/01 implemented on agriculture land and management of cadastre infiomaHowever, we do
VKM 532/02 both rural and not have yet a full transfer of land managemerarasxclusive function of
urban areas LG; it does not allow LG to have full decision-magiauthority on land
management and development, in the meaning itthtag &aw 8652.
Decision-making authority for land management remavith Ministry of
Agriculture. Prerequisites set forth at the exigtilrban Planning Law limit
decision-making authority of LG units.
Development of a new package of laws to considbgruplanning, land
management (including construction police role famdttion) is expected
for development during 2003).
72/6/11 Shared functions
a) Pre-school, pre- Jan. 2002| Not completed Not implemented In addition, to conditional funds under the 2008l¢pet, LG units are
university granted with partial administrative authority tcsare proper maintenance
b) Public health Jan. 2002| Not completed Not implemented and operation of school facilities and primary lteahre facilities.
A Policy Paper on pre-university education is predaand approved
principally from IMC, and a pilot activity for trafier of investments relateg
to pre-university education for the City of Tiraissongoing. The same
Policy Paper is expected to be developed durin@ 20@ealth and social
service.
C) SA and poverty Jan. 2002 | Not completed Not implemented See 7&t4bove.
d) Environ. protection Jan 2002 | Not completed Not implementeq




Law/
Article

Provisions of the
Law 8652

Initial
Deadline

Implementation Status as of end 2002

Legal

| Practical

Notes

Legal framework Supporting Initiation of Decentrali zation Reform

72/7 Other shared functions

7 Other shared Jan. 2002| Not completed Not implemented
functions
8 Role and functions of | Jan. 2001| Completed Not implementeq Efforts werdarturing 2002 to develop a policy paper on the avid

regional Council

functions of the regional Council. Although a subup of the GED was
specifically assigned with the responsibility faveéloping the policy paper
it is still not yet formulated.

Activities to develop a process which will resulta policy document on th
role and functions of the region is reschedule®fi3.

73. Fiscal Authority of Communes and Municipalities

1 Local taxes and Jan. 2001| Completed Implemented A fiscal decentralization package including transfgg SBT and simplified
tariffs Law on local taxes | Bylaws and profit tax, vehicle registration tax, property tsation tax, and
Law on SBT Instructions issued| reintroduction of ALT increases LG autonomy to deti@e own local
to allow for revenues and allocation based on local prioritydeee
implementation
2 Local Fees
Law on Local Taxes All but water and | Water is pending on the implementation of the piavis of the Policy
a) Public services sewer paper approved by the VKM 550, and other necessagndment of the
b) Public goods existing legislation in the sector.
c) Licenses, official documents Completed Implemented Law on local taxes and fesdgemnit fully implementable.
Implemented
3 Revenues from Jan. 2001| Completed Not implemented Implementatitates to the transfer of public properties to h@Gt, yet
property use completed.
4. Borrow funds Jan. 2002| Not completed Not implemented Plansdasicleration, included in the Ministry three-yeaatrix for
decentralization.
5. Financing from Jan. 2002| Not completed Partial Partial implementation.
national resource implementation
a) Unconditional Jan. 2002 | Partially completed | Partially
transfer implemented
b) Shared National taxes| Jan. 2002| Not completed Not implemented Planndxttoonsidered during 2003 decentralization actlan,hich is
not yet officially approved.
C) Conditional transfer | Jan. 2002| Not completed Not implemented Planndxttoonsidered during 2003 with development of jediand
legislation on those defined as shared functions.
6 Local budget Jan 2001 | Not fully completed Not fully Lack of a stabilized formula for allocation of ld¢audget, and lack of a
autonomy implemented mechanism to determine LG total pool make the systll fragile.
8 Local quota to fund Jan 2001 | Completed Implemented

region council




