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An evening scepe at the Port of Viora.



Acknowledgments

We are grateful to all wlio are hclping to make the IFDC Albania Project a success.
Special thanks go to Dr. John Becker, USAID Agricultural Development
Officer; Mr. James Dizierwa, USAID Project Development Officer; and Dr. Jim Snell,
Chief, Food Systems Division, European Bureau, USAID. A note of special thanks also
goes to Ms. Diane Blane, USAID representative in Albania, who provides in-country
clearance and support for our work.

The significant contributions of the many IFDC staff who have spent numercus liours
working on this project are recognized. These staff members include Dr. Ray B.
Diamond, Chief of Party in Albania; Dr. W. E. Clayton, Transportation/Distribution
Specialist; Dr. Thomas P. Thompson, Rural Sociologist; Wan Xia, Systems Modeler
Research Assistant; James M. Kelly, Port Operations Consultant; Claude C. Freeman
III, Marketing Specialist; H. M. Majumder, Credit Specialist; and Harry Nielsen, Truck
Transport Consultant. The overall project is under the direction of Kenneth L. Moots,
Director, IFDC-Asia.

Last but not least, we thank the many Albanians who have assisted us during the
project. Discussions with personnel at the Institute of Soil Studies were extremely
helpful to us in gaining a better understanding of Albanian agricultural practices. With-
out the help and support of the Albanian people, we could not have accomplished
nearly as much as we have.

A view from
the castle at §
GJirokastra. §




Snene near
Lake Ohrit
near
Pogradec.

Contenis
Page
Summary 1
The IFDC/USAID Role in Albania 2
Emergency Fertilizer Supply—Phasc One 3
Objectives 4
Activitics 4
Marketing Development 4
CreditvFinance 5
The Auctions 6
Receiving and Dispatching 7
1 ruck Flcet 8
Monitoring Dealer Operations 10
Farmer Sociocconomic Survey 10
Farm Commodity Price Survey 11
Arca Samipling Frame 11
Staffing 12
Constraints 13
Accomplishments 14
Environmental Impact of the Project 15
16

Future Projcct Activitics



Summary

The Government of Albania is in the
process of transforming its domestic
fertilizer production and distribution
system from a command systcm to an
open market-based system that is fully
integrated into the global market. The
Government of the United States, through
the Agency for International Develop-
ment (USAID), has heen working closely
with the Albanian Government and other
donors to facilitatc this transition.
Recognizing the difTicultics that faced
Albania with regard to fertilizer availabil-
ity for the late planted 1991/92 winter
wheat crop and the following spring
crops, USAID provided 20,000 mt of
fertilizer and 30 trucks to mect cmer-
geney needs. Increasing domestic tood
production in Albania in 1992, through
the provision of emergency fertilizer, was
an cfficicnt means to maximizc the
benefits of aid, to provide a more sustain-
able solution to the food supply crisis, and
to assist Albania in making a transition
from a centralized agricultural system to
a free market system. The latter is a key
aspect of institutione! change. By provid-
ing fertilizer to Albanian farmers on an
cmcergency basis, an cssential and critical
objective of helping to improve domestic
food production was rcalized.

The emergency program was imple-
mented by the International Fertilizer
Development Center (IFDC). IFDC was
responsible for the procurcment of trucks
and fertilizers in the United Statcs, the
transportation of the commoditics to
Albania, and finally the commercial
distribution of the fertiizer upon arrival
in Albania. IFDC has been working
closcly with relevant Albanian ministrics,
the two new agricultural input
parastatals, and the newly cmerging
private agricultural input dcalcr system.
To cnsure that the imported cmergency
fertilizers were distributed cfficicntly
throughout Albania, the fertilizer ship-
ments were divided into small lots of 50 mt
cach and sold at public auctions. The
Government of Albania, in coordination
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with IFDC, established appropriate and
fair bidding rules and procedures. The
auctions were open to all prospective
buyers who had been duly screened and
accepted by IFDC. IFDC conducted the
auctions and transferred title to the
fertilizer to the buyer upon payment. The

payments were deposited by the partici-
pating banks into a scparatc account
established by the Government of
Albania. Albania, where practicable,
assisted IFDC in reporting the auction
results on a regular basis on radio and
tclevision. Suchi reporting included to the




Selected Statistics on Albania’s
Resources and Crop Production

Land Area (million ha)
Total in 1989 2.7
Land in permanent crops B
Under cultivation .6
Population (million)
Total in 1991 33
FFarm 1.7
Projected size in 2023 4.8
Crop Production in 1990 (kg/capita)
Wheat 186
Vegetables and melons 153
Maize 91

Sources: Population Reference Bureau,
Washington, D.C., US.A,, 1991, and the Food
and Agriculture Organization of the United
Nations, Production Yearbook, 1990.

extent possible the names of the buyers
and the locations that the fertilizer was
available for future retail purchascs.
IFDC also opcrated the trucks during the
cmergency period to transport the
fertilizer from the point of auction salc to
the buyer location at competitive freight
rates. All freight revenues paid by the
buycrs were deposited into a designated
account by IFDC. No price ceilings or
fixed prices were imposed at the auctions
of the fertilizer made available by
USAID. The buyers of the fertilizer at the
auction werce free (o sct retail prices to
reflect their costs and the locat demand
conditions.

This project has established the idea
that the free market system will work in
Albania. The impact of the overall project
is that it will assist in increasing food
output and restoring the agricultural
scctor 1o its previous fevel, Albania
presently depends on major food aid
imports of wheat. cooking oil. sugar, ctc.;
however, the agricultural sector is capable
of feeding the country’s people and also
has export potential.

The IFDC/USAID Role in
Albania

To assist Albania in mecting some of
its challenges, USAID initiated a primary
program designed to develop viable
agricultural production. Part of that cffort
was the “Emergency Program of Fertil-
izer Imports and Open Market Auction,”
under the direction of IFDC. Given top
priority under this program was the nced
1o increasc agricultural production in
Albania through the development of a
rec market cconomy.

IFDC’s involvement in Albania began
with USAID’s request to provide onc
consultant to assist an Agriculturc Input
Design Team. The (cam visited Albania
from 30 Scptember to 17 October 1991,
and identified the lack of fertilizer
production and the lack of transport,
storage, and distribution facilitics as
critical limitations to agricultural produc-
tion. Thus, reestablishment of a fertilizer
supply systein was rccommended as the
top priority of an Agricultural Support
Program for Albania.

Subscquently, USAID provided grant
funding to IFDC for specialist tcams to
visit Albania in December 1991 and
January 1992, Fertilizer production
specialists identificd problems at the
factorics, recommended sotutions, and
estimated costs. Marketing specialists
identificd policy adjustinents nceded (o

introduce frec competitive marketing of
fertilizer in Albania and rccognized the
potential for the development of private
marketing of fertilizer, especially through
the usc of open-market auctions. A credit/
finance specialist identified the potential
to develop a system for banks to provide
commercial credit for fertilizer
marketing.

Albania’s relatively high popula-
tion growth of over 2 percent
peryear andita larga propor-
won of GNP m agriculture-—33%,
N 1990 —~cast i as aless-
developed country rather than a
developed. centrally planned
eCconomy

Crop and Food Production Indices for Albania, 1985-90

Type of Production (1979-81 = 100)

otal’ :Crop

e +.Crop ", " Production - .

"Year ...  Production. . PerCapita - -

1985 108.01 97.38 107.76 97.17
1986 109.41 96.72 109.19 96.54
1987 115.52 100.14 113.82 98.68
1988 107.61 91.47 108.72 92.42
1989 113,10 96.39 114.12 95.59
1990 113.25 93.19 112.56 92.64

T N

Source: The Food and Agriculture Organization of the United Nations, Produc-

tion Yearbook, i990.
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Emergency Fertilizer
Supnly--Phase One

Based upon IFDC'’s findings, USAID
began preparing a grant to IFDC to
import fertilizer and trucks into Albania
and to provide technical assistance for the
sale and distribution of the fertilizer in
Albania. IFDC utilized unspent funds
from an carlicr grant to begin prepara-
tions during February and March 1992
for the Emergeney Phase, which was
funded on 23 March 1992.

The funding was provided in three
grants:

@  The sam of US $900,000 as a
technical assistance grant 1o assist
the Government of Albania lo
implement an ecmergency prograin of
fertilizer imports and open-market
sales by auction.

@ The sum of US $6,700,000 to import
20,000 mt of urca fertilizer.

The sum of US $2.250,000 to import
30 trucks to remove the in-country
constraints (o transportation of (he
imported fertilizer.
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The objectives of the IFDC Albania
Projcct were to:

Supply about 20,000 mt of urca to
farmers in Albania on an emergency
basis for topdressirg of wheat and for
spring and summer crops.

Begin the developnient of a free
competitive fertilizer marketing
system utilizing private resourccs.

Initiate the development of a com-
mercial credit system for fertilizer
marketing,.

Begin the development of A manage-
ment information system for Alba-
nian agriculture.

Commercially operate a truck flect
for fertilizer distribution to supple-
ment the state and privately owned
transport.

Activities

Marketing Development

IFDC’s first cfforts in Albania concen-
trated on identifying potential entrepre-
ncurs who might have the capability of
marketing fertilizer. This was difficult
because there had been very little private
centerprisce prior to 1991, Importing and
sclling of cigarctics, alcoholic beverages,
soft drinks. and candics had begun by
carly 1992. Althongh thosc types of
commercial activitics were increasing,
many Albanians considered them
undesirable. The idea of making a profit
from trading was not conceived by many
Albanians although they. in effect,
supported such activity: they encouraged
the practicc by buying the products. In the
agricultural sector some ex-collective
agronomists and cconomists were
beginning to buy agricultural inputs from
the Agro-Commercial Enterprises (state)
and scll to the new private farmers.

IFDC staff utilized a cooperative
media, primarily television, to rcach
prospective fertilizer dealers. That, along
with a somewhat progressive manage-
ment within the Bank of Agriculturc and
Development. contributed greatly to the
marketing of 20,000 mt of urca.

In January 1992 IFDC staff were
‘nterviewed on Albanian National
Television, Later, 31 individuals rc-

sponded to the invitation to explore the
possibility of becoming fertilizer dealers.
This gave the tcam some insights as to
concerns, expectations, and the financial
situation of prospective dealers. Expecta-
tions were generally high, but they were
concerned about financial risks (particu-
larly about mortgaging recently obtained
asscts to obtain credit), adequacy of
transport, sclling a donor-furnished
commodity (politicians were promising
free fertilizer), possible future govern-
ment intervention that would undermine
privatization, and farmers’ rcaction to the
expected price, which would be higher
than the government-cstablished retail
ceiling price. Slightly over 50% of the
prospective dealers who were interviewed
purchased urca at auction during April
and May 1992,

Media involvement included three
major nationally broadcast television
programs and several television news
items, including a meeting with the
Dircctor General of the State Bank,
training scssione with dealers, and
auctions in process. Additionally, there
were radio interviews and announceiments
by television, radio, newspapers, and the
major cconomic magazine.

Estimated Arable Land and Nutrient Consumption in

Albania, 1985-90

Arable
Year Land
o (000 ha)
1985/86 713 |
1986/87 713 1
1987/88 713
1988/89 714

1989/90 706 |

N

05
05
93
97
13

Nutrient Consumption

POs KO
keha)
25 15
25 1.6
37 3.1
35 3.1

34 33

e

Note: Calculated from data in the Food and Agriculture Organization of

the United Nations, Fertilizer Yearbook, 1990.



Oricntation (training) programs of 3
days’ duration were held twice before the
first auction. Presentations werce given on
frec market philosophy (that the market
and auction participants, not government,
would cstablish prices and allocate
fertilizer among geographic arcas).
auction terms and procedurcs, procedures
for obtaining credit and finance, arrange-
ments needed to obtain transport, the type
of imnformation that they would be asked
to supply. and why IFDC would be
requesting such information during a
monitoring survey. After the auctions
IFDC pereonncl frequently visited the
dealers, discussed problems, and assisted
them in finding solutions.

The port of Saranda
with background of
workers' flats.
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Credit/Finance

Development of a viable credit pro-
gram and making funds accessible for
private-scctor businesscs from Albanian
banking sources were extremely difficult.,
The three banks—Bank of Agriculture
and Development. Albanian Commercial
Bank, and Savings Bank of Albania—
were partially freed to perform indepen-
dent banking functions and to finance
private-scctor businesses. However, the
banks remain highly regulated and
largely patronized parastatal enterpriscs
in lending credit against guarantees given
by the District Exccutive Committees on
behalf of the Governiient.

The banks’ capitalization is low, and
there is little perception of fund mobiliza-
tion and operating at a profit. Cash
transactions arc opcrated through
windows of the State Bank. In general,




the existing bookkeeping system does not
conform to clementary standards of
banking practices. Instruments such as
checks. demand drafts, pay orders, inland
letters of credit. sight drafts, and bills of
exchange arc not in usc, nor generally
conceivable by bank officers. Addition-
ally. people have little confidence in the
bank becausc of bad cxpericnces of long
delays in making withdrawals from
deposit accounts and in making transfers
to other accounts and of the frequent
accounting crrors made by the banks. No
laws for transfer of title of propertics and
forcclosure exist to guarantee recoverics
of credit.

Pho -0 prosct iy Albania has
toripad o doveion knowladga.
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Even under this situation a successful
90-day commercial credit program was
initiated for dealers to purchasc and
market fertilizer. Initially, all three banks
were reluctant to participate in the
program. Finally, the Bank of Agriculture
and Development agreed to make
available 40 niillion Iek and worked with
IFDC to develop practical procedures for
providing credit to decalers and for
cnsuring that auction sales’ proceeds
were deposited to the Counterpart Fund.

For the first shipment of urca, the
maximum credit was 100,000 Ick for
privote dealers and 200,000 ek for Agro-
Commercial Enterprises and state farms,
The credit ceiling was 100,000 Ick for all
buyers for the second shipment. Addition-
ally, all buvers had 10 have a minimu of
20% of the purchase cost in a blocked
cash deposit account.

Credit approvals were based upon the
following conditions:

© The borrower making application to
the branch bank for credit and
mentioning the desire to participate
in the fertilizer auctions.

@ The borrower opening or maintain-
ing a current account with the
concerned branch bank.

@ The borrower maintaining a mini-
mum cash balance of about 20% of
the anticipated auction bid valuc in
his account.

= Credit would be approved depending
upon the credit worthiness of the
borrower.

= For pledging of stock in warchouscs,
insurance would be required.

The following itcms were to be
considered in determining credit worthi-
ness of the borrower:

»  Mortgage of land that was not yet
titled, buildings, and moveable
property although no law/rule cxists
to permit foreclosure in the event of
default to repay the bank.

s Personal guaranter > of partners,
friends. and relatives.

& Recommendation of a person of high
integrity.

2 Pledging of fertilizer. inventorics of
other businesscs, crops. livestock, ctc.

The Bank of Agriculture and Develop-
ment disbursed 15.59 million Ick in credit
(bank guarantces) to buyers of fertilizer at
auctions or 33% of the sales valuc. The
private scctor received 10.53 million Ick
(65.0%) of the credit with 92% of the win-
ning private-scctor bids being partially cov-
cred by credit. About 71% of the winning
bids by staic farms and 53% of the winning
bids by Agro-Commercial Enterpriscs were
partially covered by credit.

Credit recovery by banks was surpris-
ingly good and cncouraging. Onc
hundred percent credit disbursed for the
auctions was rccovered within 90 days.
IFDC's cfforts for recovery of the credit
may sct a good example of credit recovery
and administration in Albania.

The Auctions

Procedures for auction by scaled-
cnvelope bidding were developed to
cnsurc competition, attempt to minimize
the formation >f menopolics, and cnsure
collection of paymeut. The purchase
quantiiics were multiples of 50 mt (one
lot), and to minimize the formation of
monopolics, buyers were himited to 500-
mnt purchases from the first shipment and
400 mt from the sccond shipment, No
minimum buying pricc was sct. Bidders
were required te submit a statecment from
a bank giving their cash deposit and the
amount of credit that a bank would
guarantce for the purchasc of fertilizer. If
a dcaler’s linc of credit plus his cash
deposit was not sufficient to cover his bid,
hc had the opportunity to deposit addi-
tional cash in order to qualify for delivery
of the urca.

Selected quantitics of urca were offered
at auction during scveral days for delivery
of the urca from three locations: Durres
and Vlora for both shipments; Saranda
for the first; and Pogradec for the sccond
shipment. Bids werce awarded daily to the
highest bidders until the allocated number
of lots for that day was awarded. The
winning bid(s) was choscn by lottery
when more than one individual bid the
same pricc for the last lot(s) offered for
that day.

Before IFDC issucd authorization for a
dealer to take delivery of fertilizer from
the first auction, the Credit Department at
the bank’s national office was required to
issuc confirmation to IFDC that the
dealer had deposited the correct amount



of moncy into a special account. Long
delays in receiving bank confirmation
were rectificd for the sccond auction by
IFDC’s issuing a letter, which was
delivered by the dealzr and confirnad the
dcaler’s winning bid dircctly to branches
of the bank. The concerned branch bank
subscquently issucd confirmation to IFDC
of deposit of bid amounts into the
Counterpart Fund Account, This system
was convenient and authorizations for
delivery of fertilizer could be issucd
quickly.
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Bids were awarded for the 20,000 mt of
urca during 13 davs of auction. A total of
706 bids were received, and 242 bids
were awarded to 150 different enterpriscs.
Ouly onc 50-mt lot was purchascd by
43% of the buyers who purchased 17% of
the urea while 20% of the buvers pur-
chased morc than three lots and bought
30% of the urca.

The privaie sector purc.aased 61% of
the urca. and their portion increased from
30% from the first shipment to 73% from
the sccond shipment. Of the 150 buyers.
115 were private, 25 were Agro-
Commercial Enterprises, and 10 were
state farms,

Private-sector buvers came from 15 of
27 districts, Agro-Commercial Enter-
prises represented 22 districts, and state
farms were located in three districts. In
total. buvers came from 26 of the 27
districts. However, there were 12 or more
buyers from five districts, and they
bought 53.6% of the urca Buycrs from
three additional districts bought 22.9% of
the urea. Thus, cight districts (all having
large portions of lowland) purchascd 76%
of the urca.

A port discussion at
Durres. From left are
Dr. John Becker, USAID
Agricultural
Development Officer;
Jim Kelly, IFDC
Consultant; Dr, Amit H.
Roy, IFDC President
and CEO; and Neil
Hilton, a shipowner's
representative.

Recelving and Dispatching

IFDC purchased 20,000 mt of urca in
the United States and imported it in two
shipments, which arrived on 28 April and
21 May 1992, Ten trucks arrived on the
first ship and 20 on the second ship.

About 5.600 mt from the first shipment
was loaded dircectly into dealer convey-
anccs during 16 days of ship offloading
and 5,100 mt from the sccond shipment
during I8 days of ship offloading. The
remainder of the urca reccived at Durres
was stored at the port until it was dis-
patched to dealers. The final dispatch was

madc on 22 July 1992 from the ware-
housc at Port Durrcs.

[FDC made the first large-scale import
of a commodity, which was not distrib-
uted under tk:c control of the central
command cconomy. A Port Plenipoten-
tiary, reporting o the Council of Minis-
ters, planned and implernented the receipt
and distribution of other donor aid
commoditics. Most food aid was distrib-
uted to the districts by a contingent of
Italian Army personnel, which operated a
fleet of about 100 trucks.



We obtained agrecment for urca buyers
to arrange for transport of their fertilizer
and receive delivery at the ports. At the
last moment, we agreed to contract with
the port to supply personnel for tallying
and documenting receipt and dispatch of
urca. However, we contracted Albcontrol,
a local agent of the indepen-:nt surveyor,
to provide additional tallying and
documentation for the dispatch.

All procedures and forms used to
control and document the delivery of urea
from bagging machines at shipside and
from storage arcas were developed and
prepared in Albania under very strict time
constraints.

IFDC inventory discrepaicy amounted
10 480 tons or 2.4%. This arosc princi-
pally from port control problems on the
first shipment. Corrective procedures
climinated thesc losscs on the sccond

shipment.

Truck Fleet

Thirty 8- to 10-mt Navistar Intcrna-
tional trucks were imported along with
the fertilizer. Yowell Ii.ternational, 2
privaic trucking firm in the United States,
was contracted to supply a truck-operat-
ing consultant to oversce the operations
in Albania.

The purpose of the trucks was to
supplement the available transport from
publicly and privately operated aging
trucks. Attenipts were made to price our
transport rates so as not to unduly
compete with privately operated transport

but to assist dcalers who may have trouble

in obtaining transport.

The trucks began operating on 14 May
1992 and werc operated for a total of
about 73,000 km. They transported about
2,800 mt of urca for dealers during onc
and onc-half months. Revenucs from the
truck operation totaled 744,750 lck.

Bulk berths at
Durres port.



Delivery by an
IFDC/USAID
truck to a dealer
in Elbasan,

Dr. Amit H. Roy, IFDC President and
CEO, addresses a group of dealers
at Elbasan. Seated next to Dr. Roy
is Dr. Ray B. Diamond, IFDC Chlef
of Parly in Albania.
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IFDC staff inspect a new
USAID truck. Atrightis
Harry Nielsen, Fleet
Manager.
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Monitoring Deaier Operations

The enumerators collected information
from fertilizer auction buyers; from
dcealers to whom they sold: and from
(armers regarding fertilizer sales and
buying quanliiies, prices. and uscs.
Additionally. information was collected
on storage facilitics, farmers’ transport of
(ertilizer, and distance from dealers.

The mouitoring survey accounted for
70% of the total amount of urca sold.
Private dealers reported selling 71% of
the urca to farmers at an average margin

of 2.0 Ick/kg above the cost at their point
of receipt. Their average margin for sales
to subdcalers was 1.6 Ick/kg whilc Agro-
Commerc.a! Enterpriscs reported an
average margin of 2.5 Ick/kg. Donkeys
were the principal means for farmers’
transport of urca. The mean distance from
fertilizer dealers to farmgate was 4.8 km,
and on average farmers paid 1.5 Ick/kg
for transport.
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A meeting at a family farm near Elbasan. On the right is
Dr. John Becker, USAID Agricultural Development Officer.

Farmer Socioeconomic Survey
The sociocconomic survey was con-
ducted primarily in parallel with the arca
sampling frame (ASF) survey and used a

subsample from the ASF sunvey plus
somc additional samples from other
randomly sclected arcas. Intervicews of
542 farm familics were conducted.

Principal findings werce:

The mcan age of farmers is 46 ycars.

The rate of litcracy is greater than

95%.

The mean schooling is 8 yvears.

The mean houschold size is five

persons.

»  Sixty-ninc percent of farmers identify
with Muslim religion.

«  The mean cultivated arca is (0.7 ha,

s The mean distance to cultivated
ficlds is 0.8 km: to markets to scll
produce, 17.4 km: and to markcts to
purchase agri-inputs, 6.0 km.

2 Only 13% of farmers reported using
chemical fertilizer for the 1992 crop.
Vegetables and wheat are the crops

i

(g

Prosident Sali Berisha of
Albania believzs that his
country's salvation will be found
on s farms.

most likely to reccive fertilizer. The
survey was made prior to ficld
delivery of much of the urca.

v Slightly over onc-half of the farmers
used animal manure as fertilizer.

@ Animal inventorics are rather low,
but 98% of farmers reported owner-
ship of animals. About 90% of
farmers own cows (average of 1.5 per
farmer). About 63% of farmers own
sheep (average of 6.1 per farmer).

++ The favored cash crops arc potatoces,
tomatocs, watermelons, and a varicty
of vegetablces,

< Less than 1% of farmers hirc iabor
for agricultural work.
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Farm Commodity Price Survey

A price survey of farm commoditics
sold in bazaar markets in district cities
was started in April and is continuing,
Initially only crop produce prices were
obiained. but the survey has been ex-
panded to include animal products. Also
the survey was expanded to fortnightly
visits to 15 district ciiics.

The principal indications of the data
are the low prices in relation to most
countrics, the seasonally large fluctua-
tions in prices duc to changing supply
levels, and relatively small variation in
prices among regions.

Area Sampling Frame

Agnicultural Asscssments Laternational
Corporation (AAIC) was contracted to
develop an area samnling frame for
Albania and conduct a sunvey to estimate
the area seeded to wheat and wheat
production in 1991/92 and estimated area
sceded to other crops as of 1 June 1992,
IFDC/Albania provided all of the support
personnel and transport in Albania.

The country was stratified into two
agricultural strata by using satellite
imagery:

Stratum L—intensive agriculture, which
included tlic coastal plains, river valleys,
and the high plain ncar Korca.

Stratum Il—nonintensive agriculture.
which included the hilly and mountainous
areas.
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Primary and then sampling segments
werc randomly sclected and located by
mapping coordinates. The sampling
scgments were identilied in the field from
physical features and verified by use of
the global positioning system. Survey
tcams were transported to segments
where they questioned farmers, made
visual obscrvatiens, and completed
questionnaires. The data were analyzed
and reported by AAIC on 9 July 1992.
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The survey from the arca sampling
frame segments indicated that crops were
growing on about 400,000 ha of land in
Junc 1992. Wheat occupiced 132,000 ha
(206,000 ha in 1989), maizc occupicd
77,000 he (90,000 ha in 1989), alfalfa
occupicd 47,000 ha (46,000 ha in 1989),
and vegetables and melons about 36,000
ha. Based upon interviewed farmers’
expectations, the national preduction of
wheat was cstimated at 330,000 m,

Area of Land Cropped to Five Principal Crops in Albania During 1992, as

Compared With 1989 Statistics

Wheat
Maize
Alfalfa
Vegetables and melons

132,000 ha 206,000 ha
77.000 ha 90,000 ha
47,000 ha 46.000 ha

36,000 ha —

A state farm near
Gjirokastra. Maize
stalks used as fodder.




Vegetablo market scene in Korca.
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Staffing

Eight specialists spent about 21 months
in Albania during the 120-day period
from 24 March through 23 July 1992.
Additionally, the arca sampling frame
subcontract brought two specialists to
Albania for short periods. and Navistar
provided three persons to assist in
preparing the trucks at various times,

The project provided 8,983 workdays
of cmployment for host-country nationals
between 24 March and 31 July 1992,
Dusing May 211 employces worked 4,116
workdays. and 169 ecmployces spent 3,590
workdays on the project during June.

Vegetable market in Korca.



Constraints

The foilowing is a discussion of the
major constraints to achicving the project
objectlives of supplying fertilizers to farmers
and introducing a free competitive market-
ing system for fertilizers,

Govemment-Imposed Constraints
At the time that we were trying to
devcelop interest among individuals to
become fertilizer dealers, the Socialist Party
was in power, and alt major pastics werc
promising free inputs including fertilizer to
farmers, Additionally, we were unable to
convince the Government, even after the
Democratic Party took power, to change the
cstablished ceiling price of urca to private
farmers. Also, after the auctions started,
onc commitlee on agriculture requested the
Government to close the auctions. The lack
of land titles being issued to farmers and
the lack of laws for foreclosure on mort-
gaged property restrict lending institutions
i providing adequaic credit. There were
some mdications that the financial police
were not cquitably or at least not uniformly
interpreting and applying the tax laws.
These actions and (he iack of actions
created grave concerns among potential
fertilizer dealers about the possibilitics of
successfully marketing fertilizers.

Lack of Suitable Banlking and Credit
Institutions

Several factors regarding banks greatly
hindered our ability to interest dealers who
would nced credit and fund exchange with
banks. These factors included: low
availability of funds, lack of suitable
instrun:ents for fund transfers among
individuals and among banks, the archaic
accounting system, frequent crrors, and the
general lack of confidence of people in
banks.

People’s Attitudes

After almost 50 years under the rulc of
an autarkic. centrally planned cconomy,
few peopic had any idea what a free market
cconomy was. Most people basically appear
to think that it is dishonest to make a profit
from doing business. particularly from
sclling donor-provided commoditics. Also,
many people feel that the Government
should provide for them, but there are
strong leclings against the Government’s
collecting taxes and charging the full cost
for providing scrvices.
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A symbol of Albania’s past—mosaics under Roman amphitheater recently

discovered in Durres.

The future of Albanlia rests with its young peop!

le.
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Accomplishments

The major accomplishments of the
project were:

The preject supplied farmers much-
needed fertilizer at a time when there
was no domestic production. Addi-
tionally, the urca was supplied to all
except one district, and farmers paid
no more than 50% of the full valuc of
the fertilizer.

The project created a national
network of private fertilizer dealers
who now have commercial experi-
ence where almost none existed
tefore. Most of the dealers had
previously worked with the now
defunct cooperatives. Their agricul-
tural experience and the recently
gained connmiercial experience have

Rural scene in southern Altania,

provided many of them with the
knowledge and skills to become
marketers of agricultural inputs.
The project helped to develop
knowledge, skills, and experience
among bankers in managing a
commercial credit program for
fertilizer dealers.

The activitics of the project reacti-
vated dormant transport and port
facilitics. The usc of rail transport to
Vlora brought new confidence in
possibilities again to use the railway
for transport. Privale transport was
uscd to a large extent to transport the
fertilizer. A port wharf, which was
closed for 3 vears, was clcaned and
put into use.

The project focused national atten-
tion on commercialization of
agricultural input supply through
medi:. controversy. The needed shift
from state-run distribution to the
private scctor was highlighted
througa the media.

The project pioncered a new aid
technique for cffectively catalyzing
entreprenc.rial capacities and
devceloping fertilizer marketing,
Using advanced scientific technol-
ogy, the project developed an arca
sampling frame for Albania, which
was used to provide cstimates of the
arca cropped to specific crops,
prospective crop yiclds, and use of
fertilizer.




Environmental Impact of the Project

There arc presently
two arcas wherc the
Albanian fertilizer sector
may impact the cnviron-
ment: (1) the two
fertilizer plants presently
ownced and opcerated by
the Government of
Albania and (2) the
fertilizer aid auctioned
by IFDC.

The two plants. one
producing SSP at Lac
and the other producing
urca and ammonium
nitrate at Ficr, arc
described in detail in
IFDC’s report, Fertiliz-
ers i Alhania: Situa-
tion, Analvsis, and
RL’C()I)IHIL’II(/(I”()II.S'.
However, because
analysis of cnvironmen-
tal impact was not part of
the study’s terms of
reference and because
both plants were not functioning at the
time, no work was conducted to deter-
minc potential pollution hazards. Study of
the likely environmental impact of the
two is necessary and should be included
as part of any future project effort. In
general, the former Communist managers
of industrial complexes paid scant regard
to environmental concerns, and these
plants, as presently operated, probably do
50 under less than acceptable standards.

The imported urea. brought in under
the USAID/IFDC project. poscs "ittlc
hazard to the environment. Urei as a
weli-bagged product is not a hazardous
material. In addition, most of the urea
was sold almost inumediately and moved
dircctly to farmers’ ficlds. When the urca
could not be sold. it was stored in covered
warchouscs, most of which were reason-
ably well built. There was some spillage
of urca ncar the bagging operations in
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Durres port, but most of this fertilizer was
rebagged ana subscquently delivered to
dealers.

The major environmental concern that
might arisc from the Emergency Fentil-
iz2r Aid Project is possible leaching loss
of nitrogen and subscquent contamination
of water. This is not likely to be a
problem in that the fertilizer provided by
the project only constitutes 2% of the
nitrogen consumed in the peak vear of
1990. Even in districts recciving dispro-
portionatc amounts of fertilizer compared
with that reccived by other districts.
fertilizer deliveries amounte to much
less than the previous peak consumption.
At this stage, it is not possible to estimate
the intensity of nitrogen application
during “normal™ application, but a uscful
future project activity would be to
estimate previous levels of intensity and
1o determine their likely environmental
impact.

L ‘iv' ° N :l
Sunset at Saranda.

Onc possible problem that may arisc in
the future is the production of ammonium
nitrate by the Ficr plant. This product is a
hazardous matcrial if it docs not have
adequate bagging. If this product is sold
in bulk, certain preventative measures
will be required. The project will need to
provide technical information to the plant
and dcalers on fertilizer storage and
traasport.
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Prvatizanon of e land n ax
coopnatives now stands at
SO of land ar 412,000 ha;
07 of e families have take

Coastal road south of Vliora.

Future Project Acliviiies

In the long term the project should
address the following issucs:

<> Privatization of thc wholesale and
retail trade for fertilizer and that of
other agricultural inputs that may be
marketed through these businesscs.

Establishment of an import capability
in Albania that is sufficicnt to supply
nutricnts not met by domestic
fertilizer production.

Commercialization of Albania’s
domestic fertilizer production.

In collaboration with the Govern-
ment of Albania, development of an
appropriatc policy structure for
fertilizer production and marketing.

Privatization of the fertilizer marketing
system will require IFDC’s involvement
in four major activitics. First, the dealer
nctwork will need to be further developed
through support in small business
management and product diversification.
Sccondly, IFDC will establish a compre-
hensive management information system
to provide data on the sociocconomic
behavior and status of the new private
farmers as well as on crop production and
yiclds and marketing as required.
Thirdly, to support dealers, fertilizer
demonstration plots will be established
throughout Albania. Finally, dealer credit
will be developed further; IFDC will work
with local banks so that commercial
credit for marketing opcrations and
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These Albanian women recycle
USAID fertilizer bags by reusing
them as tote bags.

financing for importation is adequatc for
dcaler requircments. Albania’s capacity
to import fertilizer requircments will be
supportcd by IFDC’s activitics in the
following arcas.

Dcvelopment of a National Import
Plan detailing importation required,
by nutricnt, probable sources, and
financing for imports.

Facilitation of initial imports by
dealers. IFDC will assist dcealers in
required procurcment activitics and
help them secure finance of imports
through local banks.

Determination of the feasibility for
privatc dealers of bulk-blending
opcrations and, if feasible. ussistance
provided to sclected dealers who
move into this busincss,

Commercialization of Albania’s
domestic fertilizer production will require
IFDC’s involvement in both the technical
and commercial aspects of the country’s
fertilizer factorics. Full feasibility studics
will be conducted on both the Ficr
Nitrogen Fertilizer Factorics and the
singlc supcrphosphate (SSP) factory
(Lac). While it is not known whether
these plants will be privatized by the
Government. their operations can be put
on & more commercial basis or closed.
IFDC can, in particular, assist the plants’
organization to develop a marketing
capability and conncect them with the
dealer network.

Finally, IFDC should conduct an
analysis of cexisting policics that impact
fertilizer production and marketing and
make recommendations regarding policy
rcform,
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