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INTRODUCTION 

Deloitte & Touche, in association with Development Alternatives, Inc. (DAI), is
pleased to submit this report in support of Albania's privatization objectives. The findings
and recommendations contained in this report are based on field visits to Albania in 
September 1991, and on subsequent discussions with Government of Albania (GOA) and 
U.S. Embassy officials. The team, consisting of Jean Gilson from DAI and Professor Steve
Hanke from Johns Hopkins University, worked closely with then.-Minister of Finance, Mr. 
Genc Ruli and his staff, thz Director of the National Agency of Privafization, Mr. Veli 
Mullaraj ant his staff, other GOA ministries, and the U.S. Embassy. A list of all in-country
visits is included. as Annex I. The team also visited with staff members from AID, 
Department of Treasury, IMI, and the World Bank. 

In the report that follows, Section One, the Executive Summary, highlights potential
immediate and medium-term programmatic responses to Albania's plight. Section Two 
examines Albania's recent economic developments, the country's legal and regulatory
environment, and other donor activities. Section Three details the proposed country program
with respect to immediate and medium-term responses. The section expands on a strategy
for indirect privatization, enterprise development needs, and food sector privatization. 
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SECTION ONE 

EXECUTIVE SUMMARY 

Like other formerly communist East European countries, Albania is experiencing thedifficult transition from dictatorship and a command economy to democracy and a market 
economy. The country has encountered many obstacies along this path since the overthrowof former leader Enver Hoxha, not the least of which was the resignation of the successorgovernment in December 1991. Albania's predicament is, in many ways, worse than that ofcountnes such as Romania and Bulgaria and may more closely resemble some of therepublics of the former Soviet Union. Not only is Albania more backward economically, butthe 45 years of communist isolationism have had a devastating impact, Despite abundantlabor, land, and natural resources such as chromium and bitumen, Albania's stock of useable
capital is small and outdated. As a result, the country's stock of useable capital per worker 
is small and has led to low ',abor productivity and real wages. 

Albania's advantages include: its size, which makes it easier to help financially; itstourist attractions and closeness to Western Europe; its labor force, which is paid the lowest wage of all of Europe; ius untapped natural resources; and its enthusiasm for making theconcept of economic transformation a reality. The country's economic growth will dependon raising Albania's low capita-labor ratio that can occur only by relatively large doses offoreign investment. The challenge will be for Albania not to increase the ratio beyond the
point where wage rates cease to be a comparative advantage. To develop and survive,
Albania must recognize private property rights in order to encourage and protect external

investment. It can then focus on privatizing agriculture, housing, industry, and natural 
resources.
 

Italian Foreign Minister De Michelis maintains that the critical element in Albania'sfuture is for Albanians to "regain their sel,"-confidence by helping their government takeconcrete steps toward economic reforms, since it is they who must rebuild their life and thiswill be the least costly way." Clearly, a combination of private foreign investment,
international donor assistance, changes in public opinion, and training and development for
Albanians is necessary to rebuild the country's economy. 

Programmatic Responses 

A Strategy for Privatization in Albania 

Albania's unique history necessitates an equally unique approach. Because of numerous impediments to traditional divestiture policy, including outmoded plant andequipment, negative value-added enterprises, policy and legislative deficiencies, and adversepolitical and social impacts, Albania is well suited-- and AID well positioned-- to consider 
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alternative methodologies such as "indirect privatization." Such instruments as management
contracts, leasing, fragmentation, and contracting out provide mechanisms both to accelerate
the overall privatization process and to mitigate negative social, economic, and political
consequences that often accompany traditional divestiture programs. A central part of AID'sapproach would be the development of a rapid reconnaissance methodology, which would assess the general policy and institutional climate for privatization and seek out targets of
opportunity. Follow-up missions might be highly sectoral in focus, since many of theseindirect tools tend to be sector- or industry-specific. An investigation of the herb sub-sector 
is one example. 

Enterprise Development: A Complement to Privatization 

Hand in glove with GOA and donor actions on the pivatization front, there is a needto create an appropriate environment for entrepreneurship. Increased private sector activityfrom start-up enterprises and state-owned enterprise (SOE) fragmentation will help to absorbunemployment, currently soaring in Albania, and generate income. Indirect privatization,
such as fragmentation, creates opportunities for nascent entrepreneurs and managers to enter an otherwise hostile market and hone their skills in the new competitive environment. Start­up enterprises and their owners will require special attention. AID should begin by
addressing the overwhelming barriers to entrepreneurship currently in place in Albania. Thefocus of this assistance would be two-fold: to assist the GOA to develop and enact public
policies supportive of business formations and market operations and to assist entrepreneurs

in planning, starting, and operating successful private businesses.
 

Sectoral Focus 

Both the Minister of Finance and the Minister of Food identified the agriculture orfood sector as the key target for privatization, dominating as it does the Albanian economy.
Currently, organizations such as Volunteers for Overseas Cooperative Assistance focus
primarily on improvements in the production at the farm level, as well as appropriate
training. Little attention is paid to distribution systems, market development/ creation orintermediation. Commercialization of the food sector creates the necessary linkages from the
producer to the consumer. Only via privatization and commercialization of this importantsector can Albania move its economy forward and ensure the security of its food supply forits people. The report outlines a pilot program that addresses Albania's needs. 

Immediate Action Plan 

Should AID elect to pursue the medium-term approaches to Albania's privatization
process outlined above and detailed in the report, the appropriate immediate responses
include: 

0 Fielding a design team responsible for confirming, targeting, and programming
follow-on, medium-term assistance. In addition to AID and GOA, this "lead 

3
 



team" 	would represent a focal point for feedback from follow-up teams. The 
team leader would continue to be involved in overall program activities in the 
medium-term, in an effort to provide continuity of approach. 

0 Sending up to five sector-specific rapid reconnaissance missions to identify
appropriate targets of opportunity and begin exploring possible interested U.S.
investors. These 	teams would report to AID and GOA and provide feedback 
to the 	team leader from the lead team. The rapid reconnaissance teams would
likely consist of an economist, a financial analyst, and an industry specialist.
In addition to the food sector, illustrative sectors for investigation include 
housing, natural resources, and building products. 

* 	 Fielding an enterpris development specialist tasked with planning AID's
assistance to the emerging business sector, verifying the appropriate ministerial
location for such advisory services, and developing a workplan appropriate to
the needs identified and responsive to the constraints and opportunities facing 
new business owners. 

* 	 Including an agribusiness specialist on one or more of the rapid reconnaissance 
teams to begin addressing the high-priority food sector and options for 
privatization/ commercialization. Were AID to adopt the pilot program as
outlined in Section Three and Annex III, it would supply an advisor to assist
with integration, intermediation, and policy issues. Another advisor would 
manage the process during the short-term evaluations and technical assistance 
to avoid the potential drain on ministry resources. Additional advisors would
be necessary as the rapid reconnaissance :eams identify other target sectors. 

* 	 Supplying a medium-term advisor to the Ministry of Finance who would assist
the Ministry in managing and guiding all short- and medium-term initiatives
related 	to AID's privatization strategy. Members of the rapid reconnaissance 
teams would coordinate with tis in-country advisor. 

This package of assistance responds to the special needs of the Albanian economy.On the 	lower end of the scale in terms of "readiness" for privatization, Albania requires the
kinds of medium-term and immediate actions recommended here. 
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SECTION TWO 

RECENT ECONOMIC DEVELOPMENTS 

During the past year, Albania's economy has entered a massive depression, with gross
domestic product failing by about 50 percent. Coupled with new political freedom of 
movement, the depression has caused emigration of about 200,000 people--roughly 8 percent
of the population, but more importantly, about 25 percent of the labor force. Of the 
remaining active labor force, about 250,000 are unemployed. Although similar trends can be 
found in all of the formerly communist nations, they are most severe in Albania. AID has 
an opportunity to help Albania remedy some of the negative social consequences of economic 
reform. An extension of the "Social Safety Net" concept that AID might consider is a 
program to foster small enterprise development--both start-up and fragmented resulting from 
privatization, along with active triage management, and training services programs. 

At first glance, Albania appears to have made some progress on the privatization

front. For example, about 78 percent of the land has been privatized, and is now, for the
 
first time since communism, being planted. However, the collectivized farmers

"spontaneously pnivatized" their plots amidst complex issues of title and restitution which 
will take some time to resolve. The private farmers, whose family plots average less than 
two hectares, are now questioning where they will get inputs. Where and how will they sell? 
The answers lie in the full privatization of the food sector. To compound Albania's plight,
the country is facing the termination of food aid from Italy and the European Community by
June 1992. Albania must receive the needed seed and fertilizer for the Spring planting 
season or it will continue to face a food crisis. The country should advance agricultural
privatization beyond the farm/production stage to storage, processing, distribution, and 
marketing. Only in this way can the country continue to combat its food problems. 

About 26,000 small shops have been privatized. About 20 percent of the transport 
sector (taxis, buses, and trucks) has been privatized. Although a law to privatize all housing
has been drafted, it has not been passed by the legislature. The industrial sector has not been 
privatized either. Some natural resources, primarily oil leases, have been privatized, and 
show promise of development into the producing stage. 

Still, in no Eastern European country has the overall pace of privatization been slower 
than in Albania. The regulatory environment is not yet appropriate for full-scale 
privatization. The state-owned assets are in disrepair. Albania's predicament poses both a 
challenge and an opportunity. AID might consider a new strategy of privatization in 
Albania; one of mixed approaches instead of focussing solely on divestiture. Indirect 
privatization is more appropriate for Albania's needs. Such a strategy is well-suited to AID 
interventions because indirect privafization is less sensitive politically and less intrusive. 
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LEGAL AND REGULATORY ENVIRONMENT 

As of September 199!. the following laws and decisions were available (in
translation) and are included as Annex 11. 

#75 12 8/10/91 "On Sanctioning and Protection of Private 
Property, Free Initiative of Independent Private 
Activities and Privatization." 

#7491 4/29/91 "On the Land" 

#433 12/10/90 "Establishment of Functioning of Commission for 

Granting Export-Import License of Goods." 

#320 7/30/91 "Foreign Currency Exchange Rates." 

#255 8/2/91 "Criteria of Distributing the Agricultural Land." 

#269 8/8/91 "Import of Food Articles and Other Broad Consumption Goods 
Without Procurement of the Respective License." 

#330 8/28/91 "The Defining of Retail Prices of Fuels, 
Lubricant Oils and Other Byproducts of 
Petroleum." 

#328 8/29/91 "Establishment of the Foreign Investment Agency." 

#307 8/29/91 "Duties and Rights of the National Agency of
Privatization and the Preparatory Commission of 
the Privatization Process." 

As of January 1992, the following laws are also available in translation but are notincluded in Annex II: Law on Foreign Investment; Decree on the Economic Activity ofEnterprises with Participation of Foreign Capital (#7407); Decree on the AlbanianCommercial Bank (#7493); Decision About Permission on Exercise of Commercial Activityin Lek by Foreign Natural and Juridical Persons (#271); Decision About Export-ImportRegime from and into the Republic of Albania (#327); and Decision About Permission for 
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Sale in Convertible Currency of Imported Broad Consumer Goods (#270). 
Most of the laws that have been adopted lack specificity, effective implementationprocedures, and strong ministerial/ government support -- a government in transition rarelymakes for healthy regulatory policy. The interim government has not focussedstrong implementing body, leaving this to the successor on creating agovernment which is expected to beelected in early March. 


reform will continue 
If progress is not made in the legal and regulatory area. economic
to proceed at a slow pace. Successful economic transition,privatization, private sector development, and social improvements hinge on
implementation of sournd laws. the
Although the World Bank is addressing legal 
 frameworkissues in its overall program, AID may want to include in the scope of the next team to visitAlbania an investigation of progress in this area. Specifically,

thorough examination of the headway made in these areas: 
AID should require a 

0 Private property rights, efficient government 
Enabling Environment--

administration, legal and accounting system, infrastructure;
 

0 Trade Liberalization-- Low and uniform nontariff or tariff barriers, no local
content regulations:
 

• 
 Foreign Exchange Rate-- Market determined exchange rate, minimal exchange
controls; 

0 Financial Market Liberalization-- Market-driven real interest rates, minimalpreferential interest rates, equal access to capital. 
Other policy initiatives necessary

AID's strategy are: 
to advancing Albania'- economy and implementingprivatization policy, prices and wages, fiscal and monetary policy,foreign investment, and market information policy. 

OTHER DONOR ACTIVITIES 

In order for AID to implement the most effective strategy, it should coordinateclosely with other donor programs. Coordination permits maximum impact and eliminatesduplication. In addition to AID, the two most important donor programs are those of theEuropean Bank for Reconstruction and Development (EBRD) and the World Bank. 
EBRD's current strategy focuses on technical assistance and prc.paration of projects inthe areas of telecommunications, tourism, transport, energy, and environment. EBRD hopesto cooperate with other international institutions, particularly in the area of agriculture andfood systems. Specifically, EBRD has expressed interest in co-financing a project with AIDin this area. 
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Another sector in which EBRD plans to become actively involved is the commercialbanking system. Albania's banking system is unable to provide the necessaryresournes services andfor the needs of a market economy. EBRD will focus its initial assistance on: 
0 establishing accounting standards and procedures of commercial banks; 
* creating an efficient national payment clearing center between the three newly

created commercial banks; 

0 supporting the Albanian Commercial Bank in the development of managementlogistics, business plans and information systems, and the training of bank 
experts. 

The World Bank has sent numerous missions to Tirana since Mayprogram, 1991. The Bank'smuch of which is under implementaion, covers the spectrum of economic reform.Briefly, the program focuses on the need to: 

• suspend all government Plan targets;
 

* 
 develop an effective legal framework including civil code, commercial code,
labor code, banking code, and tax code; 

* remove all imposed barriers to internal trade;
 

* 
 allow prices to be market determined; 

* remove barriers to external trade and competition; and
 

* 
 set up a system of currency convertibility. 
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SECTION THREE 

VNDIRECT APPROACHES TO PRIVATIZATION 

Many different programs for privatization are on the agenda in the former state-runeconomies of Central and Eastern Europe, but three forms have been dominant in thestrategies pursued to date: 

* the divestiture of large state enterprises, whether by conventional channels(sale of whole companies) or mass privatization -- distribution of stock to 
managers, workers, the public; 

* the worker-management buy-out , usually called "liquidations," affecting
medium-sized enterprises (100-200 workers); 

* the transfer into private hands of smaller service enterprises --shops,restaurants, gas stations, etc. through auction or direct transfers of assets, or 
by leasing. 

Privatization of state property by conventional divestiture methods has gone slowly.Only in former East Germany has the pace been lively. Fewer than 35 percent of Poland'sSOEs have been privatized, and the rate of change is equally slow almost everywhere else.Nowhere has the pace been slower than in Albania. 

The reasons for the modest progress in divestiture are well-known -- ambiguities ofownership rights, slow "readying" of enterprises for sale, weakness of surrounding legal andregulatory institutions, lack of local buyers, hesitancy about selling to foreigners, difficultiesof asset valuation, resistance by workers, bureaucrats and politicians, the antiquatedtechnology, and inefficient work practices in many industrial enterprises. These factorsinvoke doubts about their ability to survive in a reasonably competitive environment.Impediments to successful divestiture are overwhelming in Albania. For example, MinsterRuli candidly estimated the percentage of viable government assets at 10 to 30 percent.Moreover, 800,000 people work in Albania's SOEs. While GOA knows it must close the"negative value-added" firms that do more harm than good, it is approaching such closingsgradually due to the anticipated negative political and social impact. The government'scautious approach fits nicely with the methodology of indirect privatization. 

Privatization strategy presents one of the most difficult of the many dilemmas thatAlbania will face in its transition to a market system. The obstacles and pitfalls thatsurround divestiture efforts ten'd to dilute political enthusiasm for this instrument. The result: 

* a loss of vigor in the privatization program; 
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* back-pedalling on subsidization of SOEs; 

* a rise in populist economic sentiment, and 

* a deflection of policy to mass privatization schemes (vouchers, coupons,mutual funds) which are highly questionable devices for modernizing Albania's 
antiquated state enterprises. 

All of this creates an urgent need for fresh approaches to the privatization problem.International donors such as AID can help meet this challenge. To do so effectively, AIDneeds to define tor itself a strategy of assistance in this area that promises to accelerateAlbania's process cf privatization and increase its impact on efficiency and growth. Donorprograms, should expedite the process of economic transformation. In Albania's case,however, they should employ different methodologies such Ps indirect privatization andenterprise development in the hopes of minimizing negative social ar.d political impact. 

Such a strategy should stand on two legs. The first is doing better on "traditional"privatization, that is divestiture-- the sale of state property to private agents. This means theframing of advice and programs so as to take into account more fully than in the past the
obstacles listed above and the lessons of experience in privatization around the world.
 

But even done better, traditional divestiture is still likely to move slowly in Albania,as indeed it has in most of the developing world. Indeed it may hamstring the economy as ithas in Poland, Hungary, CSFR, and Russia. Hence the need for a second leg in AID'sstrategy of assistance for privatization in Albania. This second strategic element should be agreater emphasis on non-divestiture types of privatization and indirect methods of divestiture.These have great promise for speeding up the p-ivatization process and for generating other
benefits, but have not been given the attention they merit.
 

A great deal has been learned about how to improve all types of divestiture programs.We know now how important it is to get key elements in the legal environment sorted out asearly as possible, the urgency of "readying" enterprises for sale, the need for care intargeting and sequencing, and for avoidance of granting deal sweeteners that erodecompetition. Much is known also about choice of modalities, about appropriateadministrative structures for implementation, about the need to emphasize the economicbenefits and to persuade public opinion about them, and about how important it is toassociate local management and workers fully in the process. 

Instruments of Indirect Privatization 

The instruments in question are highly diverse: management contracts and leases withor without capital participation; joint ventures via private capital infusions; concessions or 
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"fermage" which is the contracting out of public utility management, sometimes including
new investment; Build-Own-Operate schemes for infrastructure investment and management;
internal divestiture or "fragmentation," which involves spin-offs of subsidiary functions or
departments to private agents: contracting out; franchising; and demonopolization and
deregulation which privatize by competitive erosion of inefficient state sectors. 

The reach of these instruments is tremendous. They can increase the supply and
quality of everything from rural water facilities to road construction and maintenance. They
can bring forth new and better services in key social sectors--education and health.
Fragmentation and contracting out can stimulate smaller-scale privatization, which, in turn, 
can absorb some of the unemployment being created by traditional divestiture and plant
 
closings.
 

Many countries have adopted some of these approaches. 

0 Management contracts are widely used in the developing world, in the hotel
industry, in agriculture, in mining, sugar refining and some manufacturing. It is being
emphasized in new Polish initiatives. 

0 Leasing has always been resorted to in centrally-planned economies during the first 
phases of their transition to a market system. It has obvious advantages, and its
worldwide utilization reveals its rich po,'ential--from the leasing of a steel mill in
Togo to the leasing of government clinics by young dentists in Singapore, and the 
numerous equipment-hire schemes in agriculture and transport. In Poland, an 
astonishing number of shops and other small enterprises have been leased--60,000 by 
some counts. 

0 "Fragmentation" is internal divestiture, or spinning off of peripheral operations of an 
enterprise or ministry. In Argentina this selling off of functions, activities,
departments, or subsidiaries which are not central to the objectives of the
enterprise/ministry is called "peripheral privatization." This method approaches the
classic divestiture model when it involves spin-off of substantial subsidiaries, as in the 
case of British Rail. Or it can be smaller-scale and less obvious, as when West 
African agricultural marketing parastatals sell off rice mills or land clearance 
operations, or urban bus companies auction off their maintenance workshops. 

* Contracting-out is another powerful tool. Its classic form is the decision by Public
Works or Transport agencies to do road construction and maintenance by hiring
private contractors via competitive bidding rather than by its own-employees. There
is vast potential for contracting out, especially in food services, hospital services, and
virtually all urban services. Yet it is still relatively little v'sed in much of the world,
and would seem to have particular relevance for ex-centrally-plaiined economies such 
as Albania, where firms tended to accumulate ancillary activities internally, rather 
than out-sourcing. 
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A major advantage of employing these approaches in Albania is that they sidestepmany of the thorny problems involved in sale of state assets (valuation, ambiguities inownership rules., ideological objections to disposing of the state's property). Another is thatthey can bc scaled to the available entrepreneurial and managerial pool, and that they helpstrengthen business competence. State sector efficiency rises: by selling suitable operationsto private agents, or contracting out these operations, the state enterprise or governmentagency concentrates its energies on priority tasks and hence does them better. At the sametime, opportunities are created for nascent entrepreneurs and managers, who can none theirskills in the new competitive environmeris. The direct link to enterprise development thatindirect privatization provides is critical to Albania's economic transition. This link is lessobvious in traditional privatization transactions. 

Privatization strategies in the formerly communist economies (as in the developingcountries) have tended to focus too much on sale of state property, not enough on these otherapproaches. Reasons for this include: 

e the early identification of privatization with divestiture; 

0 the creation of implementing units whose mandate is defined as divestiture; 

* the consideration of investment bankers as the experts on privatization; 

* lack of knowledge of the potential of non-divestiture and indirect divestiture 
approaches. 

Albania represents an opportunity for new departures and new emphases. 

Approach 

Part of the AID approach should involve changing the perspective of those responsiblefor the framing and implementation of privatization policies, in order to increase GOAsensitivity to the potential of indirect privatization. Instead of only concentrating on findingtargets for traditional divestiture, the government should also look for targets where indirectprivatization would hasten the process of economic transformation. 

Altering of perspectives should go even deeper. Every state enterprise, every publicagency, has to be seen not as a seamless organization but rather as a collection of discretebut linked activities, any one of which might be privatized in whole or in part. Thuseffective future privatizers should look at an Albanian port, to take one example, and see nota single entity, but a collection of separable units, each a potential fragment to be sold off orto be contracted out. 

The shift in emphasis to indirect privatization would have important institutional 
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implications for AID. It would create a specialized niche not presently filled by other
donors. This strategy would require the use of new 
skills--those of development bankers andconsultants rather than those of investment bankers. These specialists are more abundant innumber and available at a lower cost to -AID, This approach would give new meaning to
pnvatization strategizing, and new importance to those who are equipped to do it.
 

A central part of an indirect privatization approach is to develop a rapidreconnaissance methodology in order to assess Albania's general policy and Institutional
climate for privatization and seek out targets of opportunity, particularly of the less obvious,nondivestiture type. Follow-up missions might be highly sectoral in focus, since
management contracts, peripheral privatizations, or contracting-out pcs'ibilities, among
others, tend to be sector- or industry-specific. 
 AID might consider senditug numerous multi­disciplinary teams covering a variety of sectors. Depending on the level of commitment,

AID will be able to show positive results in a short timeframe because the indirect

privatization approach produces 
more result,, more quickly. 

For instance, AID might field rapid reconnaissance missions that would identify 15
segments of 15 large conglomerates for contracting out. 
 The process produces resuits andstimulates private sector development for new entrants to the market. Ideally, the teammembers would be resonsible, when appropriate, for contacting potential U.S. partners orsuppliers of technical assistance on their return from the field. In this way, the teamcontinues to play a role in facilitating :he deal. The smailer pieces of large conglomerates
will be more attractive to U.S. partners, given the fact that firms have proven to be riskadverse to very large deals. It is unlikely that most U.S. firms would be interested ininvestments over $3 million. In addition to the food industry, AID could target otherindustries for rapid reconnaissance such as the mining industry (important because ofAlbania's chromium and bitumen deposits), light industry, wood, building products, paper,
and others. 
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ENTERPRISE DEVELOPMENT 

Context 

The creation and nurturing of a private sector which will support change, both from
political and economic standpoint, is crucial 
 to Albania's transition to a market-based 
a 

economy. Too often policy makers focus only on divestiture or privatization as a means toeconomic restructuring or reform. What of start-up enterprises or the small firms thatemerge as a result of fragmentation? As Albania's small shops continue to be auctioned andlarger businesses break up into smaller companies, the number of small firms requiring
assistance will balloon. 

GOA projections at the time of the field visits indicated that in the period fromSeptember to December of 1991, the number of small firms (0-100 employees) in the foodprocessing industry (a dominant industry in all categories of size) would grow from 11 to 90.This projection does not capture additional growth from start-up enterprises and auctions. 

DIVISION OF ENTERPRISES BY # OF EMPLOYEES 
At 8/31/91 Forecast: 12/31/91At 8/31/91 

0-100 101-500 over 500 Total 0-100 101-500 over 500 Total 

OIL 1 8 22 31 1 9 22 32 

MINING 

METALLURGY 
-

12 

2 
29 

8 
41 

10 
1 

1 
28 

2 
29 

9 
58 

12 
ENERGY 
CHEMICALS 

2 9 
2 

3 
4 

14 
6 

2 

1 
9 

A3 
3 

5 
14 

9 

MECHANICS 2 43 22 67 6 74 15 100 
BUILDING - 25 36 61 1 58 16 75 

PAPER 1 4 1 6 2 4 2 8 

WOOD 26 16 42 - 37 17 54 
FOOD** 11'* 67 39 117 900* 41 35 166 
LIGHT IND. 1 12 50 63 2 49 57 108 

TOTAL 18 210 230 458 107 319 210 

Officials concurred that Albania's present system is not designed to answer the needs 
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of the small business owner. Barriers to entry result from both the economic system (currentchaos, depleted capital resources, 

and legislative). 

and high cost of entry), and policy deficiencies (banking
Officials believe that technical assistance to address policy barriers iscritical to the emergence of a thriving small business sector, a sector they realize will
engender and stimulate the private economy.
 

AID's strategy to assist Albania in its economic restructuring should include aprogram to address the barriers to entrepreneurship. Such a strategy is compatible with theindirect privatization approach which encourages entrepreneurship and supports employmentand income generation more readily than traditional divestiture programs. Some of theimpediments to small business development include: 

• Outdated labor laws and excessive Social Security rates which restrict businessexpansion and job creation. 

* Excessive business license requirements and other "red tape" which increase
the cost of doing business. 

* Limited start-up capital (credit or equity) available due to weak, inefficientfinancial systems. Banks cater to big business and are not interested in thesmall entrepreneur. 

* Forty-five years of disinformation regarding private enterprise, coupled with adeteriorating economy, fosters negative public attitudes about entrepreneurship. 
* Limited business knowledge and a dearth of trained managers and bankers. 
* Absence of a legal system which defines property rights clzarly, documents 

tides, and protects private owners. 
These are but a few of the problems small business owners encounter as they seek to
play an active role in Albania's nascent private economy.
 

Approach 

AID's approach to responding to the needs of the emerging small business sector
should include an enterprise development specialist that would advise the Minster of Finance
in this area. 
 At the time of the field visits, then-Minster of Finance Ruli indicated that therewas no Ministry for Small Business. To get the level of attention he believed this initiativedeserved, he recommended such an advisor be linked to his office and work closely with Mr.Mullaraj at the Agency of Privatization. In this way, the advisor could be involved inenterprise development that results from both fragmentation and start-up initiatives.advisor would assist GOA in: 
The 
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* Developing a favorable legal, policy, and regulatory environment that encourages, and provides positive incentives for small business organization. 

* Encouraging an effective financial system that is capable of providing thefinancial services that small businesses require to operate efficiently. Thisincludes development of the financial system at both the macroeconomic level(national policies, deposit insurance, regulation, clearing house facilities, andcapital markets) and the institutionaJ level (improving services, reducing costsand developing a capability among bank officials to profitably make, service
and collect small enterprise loans). 

* Assisting GOA in policy development that creates support services to facilitateprivate enterprise activities, including management training, technical training,transportation system improvement, insurance, and delivery mechanisms. 

* Developing an entrepreneurial and managerial capability among the owners 
and managers of private businesses. 

0 Expanding effective market contacts and opportunities, which may require
redesigning or developing new products. 

0 Nurturing favorable attitudes toward entrepreneurship, business success, and 
profits. 

Albania's emerging private sector will prove vital to economic tranisformationcurrently underway. As the sector grows, it will have greater and greater capablity toabsorb the excess employment of the SOEs, and, thereby, create a balancing effect for the 
economy. 
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PRIVATIZATION OF THE FOOD SECTOR 

Context 

The food sector in Albania faces the same challenges of restructuring andreorganizing its production, intermediation, and distribution systems as the other emergingCentral and East European countries. Competition for markets can be expected to increasedramatically. The success stories will be countries who restructure their industries to beefficient producers and distributors, while exhibiting flexibility to respond to economicchanges that the centrally planned system is unable to do. 

Conversations with then-Minister of Finance Ruli and then-Minister of Food Ahmetirevealed that they believe the food processing industry to be one of the most viable, urgent,and likely candidates for privatization. Factory visits were organized and based onbelief. Of six factory visits, three were in the food processing sector: Bread Factory 
this

#2 ofTirana; Beverages and Wine Factory of Durres; and Tobacco-Cigarette Factory of Durres.Although the physical facilities of all three were in a state of disrepair and lacked sanitarystandards, the equipment of the bread factory and wine factory was surprisingly modem. 

Minster Ahmeti outlined the four food processing groups in order of priority: 

* 	 Processing of wheat into flour for bread, pasta, and biscuits 
(40 enterprises) 

* Production of alcoholic and non-alcoholic beverages, tomato 
paste, canned food (50 enterprises) 

* Meat and dai,. processing (50 enterprises) 

" Tobacco and cigarette manufacturing and herbs (12 enterprises) 

Minister Ahmeti believes the fourth category has the highest export potential and thebeverage category the second highest. Currently, Albania exports sage to the United States.The herb industry, in acdition to being high value-added, is very labor intensive andtherefore highly successful in Albania. A food-based rapid reconnaissance mission toidentify targets of opportunity in the herb sub-sector would contact U.S. firms such asMcCormick in order to assess the company's interest in investing in Albania's herb industry.Ahmeti also stressed the importance of the fresh water fishing industry, which was the firstto begin privatization. Small 	bakeries and confectioners are also privatizing. 

Challenges currently facing Albania's food sector as it begins reorganization includefood shortages, lack of imported inputs, loss of export markets, disorientation of the linksbetween processing and distribution, and general lack of direction in an industry that has 
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been tightly controlled through central planning. A food systems approachprivatization strategy for Albania would provide an 
to AID's overall 

integrated sector specific privatization/
commercialization opportunity. 

The goal of AID's food sector privatization strategy would be to increase thecontribution of the food sector to the national economy on a sustainable basis. AID couldachieve this goal through a targeted technical assistance program including technologytransfer, pilot privatization, market development, enterprise restructuring and development,and foreign business cooperation and investment. Any activities in food sector privatizationand commercialization should operate under the guidance of the Agency of Privatization withtechnical support from both the Ministry of Finance and the Ministry of Food. 

Food sector privatization will restructure industry operations to shift the managementfocus from maximization of production to profit seeking, which will in turn improve industrycompetitiveness to compete for export markets; increase reliability of supply to Albanianconsumers; and eliminate the need for state price and market intervention in the agribusinesssupport sectors. Technology transfer to improve efficiency of resource use can beaccomplished by developing linkages between Albanian agribusiness and its Westerncounterpart. Market development and improved intennediation is essential to improving thehard currency flows from export markets as well as rationalizing the internal retail marketsto improve distribution to consumers. Targeted business cooperation will encourage creativesolutions to privatization, technology transfer, and investment promotion. Investmentpromotion provides the opportunity for retooling of the industry with assistance from
appropriate private, government, and multilateral players to meet the new challenges

emerging from the restructured industry.
 

Central to an AID strategy is commercialization, assuring that privatization results ineconomically viable enterprises. AID's approach should emphasize use of the market to
increase economic efficiency of the food sector through privatization while not adversely
affecting the nation's food security. 

Approach and Objectives 

The Government of Albania has placed a high priority on restructuring the foodsystem because of its vital place in assuring the nation's food supplies, its potential forgenerating hard currency (or hard currency offsets), its role in employment, and the potentialfor providing income growth to small private farmers. The overall purpose of the programis to: build the skills required to operate successful production, processing, andintermediation enterprises in a market economy; improve the resource base of personnel andknowledge available to the industry; and originate opportunities for technical cooperation,private investment, and joint ventures with U.S. and European food sector firms. 

The pilot program for the food sector would consist of a three-phased plan.III outlines the full scope of work for each phase. 
Annex 

The broad objectives of this program are 
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to provide comparative analysis of enterprises and markets for privatization, advisoryservices to the government in handling assets and enterprises, and target privatization. These
objectives include: 

• Assess the food sector resulting in an inventory of assets and a strategy
including targets for privatization. 

* Provide a strategy based on comparative advantage, export market potential,internal food needs, and the potential for growth from restructuring. 

a Develop new strategies for processing, packaging, distribution, andintermediation that overcome the existing bottlenecks and provide a model for 
delivery to the consumer. 

* Implement a triage process for enterprises seeking technical assistance in
operations, management, or privatization transition. 

* Pilot privatize existing collective or state farms into private operating units forindividual private farmers and for cooperative groups. 

* Actively encourage foreign direct participation in development of Albania'sfbod industry, including investment, technical assistance, and internships. 

* Support and maintain food security during the transition to private ownership
of food system assets. 

* Provide supporting business services to enterprises in pilot privatization,
cooperative farm organizations, enterprises to be privatized, and other 
agribusiness processors. 

• Provide the advisory services and technical support to allow privatization of alarge part of the industry over a planned three-year period. 

The program provides direct technical assistance to the Agency of Privatizationwell asas Ministries of Finance and Food as they begin planning for privatizztion. Theprogram should supply a medium-term advisor to assist with integration, initrmediation, andpolicy issues. Another short-term advisor would manage the process during the short-termevaluations and technical assistance to avoid the drain on ministry resources when redundantinformation and meetings are required by multiple teams. 
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Government 

G. Pashko 
G. Rui 
G. Konda 
N. Dumani 

V. Mura 
V. Mullaraj
B. Cadri 
P. Dishnica 
A. Kanani 
A. Shehu 

A. Bakllajama
L. Dodi 
A. Vasili 
G. Mano 
E. Vakiuri 
P. Deda 
T. Lama 
N. Balluku 
D. Ibrahim 
D. Dollneni 
I. Hoti 
E. Moci 
V. Ahmeti 
N. Hobdari 
F. Zeneli 
M. Mata 
E. Zaloshnja 

Industry 

B. Laknori 
G. Limanaj 
D. Dundo 
Manager 
K. Jovani 
X. Dobrolishti 

ANNEX I
 
LIST OF IN-COUNTRY VISITS
 

Deputy Prime Minister--Minister of Economics
 
Minister of Finance
 
Minstry of Economics
 
Minister of Agriculture
 

Ministry of Economics
 
Director, Agency of Privatization

Agency of Privatization 
Statistics Department 
Ministry of Finance 
Chairman, The Preparatory Commission for the Process ofPrivatization 

Department of Finance
Department of Statistics
 
Department of Statistics
 
National Accounts
 
Social Security
 
Social Security
 
Social Security
 
Social Security
 
Ministry of Finance
 
Ministry of Finance
 
Central Bank
 
Ministry of Finance
 
Minister of Food
 
Ministry of Finance
 
Ministry of Food
 
Agency of Privatization
 
Economic Commission of the Democratic Party 

Director, Beverages and Wine Factory of Durres
Manager, Tobacco-Cigarette Factory of Durres
Director, Textile Factory of Berati 
Bread Factory #2 of Tirana 
Vice Director, Textile Factory of Tirana 
Director, Glass Factory of Tirana 
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U.S. Embassy 

C. Hill Chargd d'Affaires 
R. Muller Economic and Commercial OfficerT. Miller AID/Washington 

Other 

M. von Bismarck-Osten Senior Country Manager, EBRD
J. Charap Economist, EBRD 
C. Cox Volunteers in Overseas Cooperative Assistance 
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ANNEX II
 
LAWS AND DECISIONS
 

AVAILABLE AS OF SEPTEMBER 1991
 



R E PUBLIC OF ALBANIA 

THE ? RE S I DE 1NT 

DEC RE E 

Accorling to Article 23, Item 4 of the La,': r.7491, 
April 29, 1991 "On Fundamental Constitutional 

Disposi tions" 

I DECREE : 

The proclamation of the Law Nr.7512, Aug- !0,1991 

On Sanctionin- an! Protection of Private property-Fr ":'" ' 

of Independent Private Activities and Privatization" 

Tirana, August 15, 1991 

Nr.of decree: 22 

PRIEIHNT OF TEE REPUBLIC 
RAMZ LIA 
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PEEPLE'S ASSE-MLE
 

TIE LAW 
ON SANCTIONIG AND PBOTECTION OF PRIVATE PROPERTf, VREE !NITIATI'Vi 

OF InDEP'"DI:m PRIVATF ACTIVITIES AtD PJAT. ?m 

The People's Assembly of the Republic of Albania 
in order to establish a new economic order and affectuate the tran­
sition from a state of controlled, central planned economy to an 
economic system based on free market principles, in accordan ce 7itI 
Articles 10,11,12,13 and 16 of the Law Nr. 7491, April 29,1991 "On
 
Fundamental Constitutional Disrostitions", at the proposal of the 
Council of Ministers, 

D E C I D E D: 

Article 1 

In the Republic of Albania private property, free initiative, 

independent private activities, the doing of business, forei:n invest­

ments, the right to obtain and grant credits, the right to employ and 

be empoyed, the privatization of state owned property and the entire 

process of converting the economy of the Republic of Albania from a st' 

te controlled centralized planned economy to a free market economy 

are sanctioned and protected. 

Article 2 

Albanian. or foreign subjects exercise the following private 

activities (but not limited to) : 



Article 4
 
Local 
 and forein physical a 
 jjri individu astheir private economic activity ,aith their c',rn financia! means, thrc;
loans or issueing of shares or other forms. 

Article 5
 
The 
 subjects mentioned in Article 2 of this Law, are entitlto carz-y out their pri-ate activity foiot- U 01 110 h ti- nE thei r r egist!'ation i­

the court of the district where they exercise their activity. 
In order to be registered, they must present an application tthe court, which includes the object of the activity, and when it isabout partnership, joint ventures, etc., 
also the contract or a=ee=
 

and the statute of their activity.
 

The court sends copya of the respective decisioncial to the finorgan in its jurisdiction within ten days from the date the dezi­sion has been enacted and registers the immovable property of the su­
bject.
 

When by reasoned 
out decision of the court the applicationnot accepted, the iEsubjects are entitled to complain within ten daysfrom the announcement of the decision by the court of the second degre
whose decision is of a set form.
 

When the court does not 
act within ten days from the presentation of the application, the licence is considered automatically apprc. 
ved. 

Article 6 
Albanian or foreign private physical and juridical personswho exercise their activity according to law, set their own prices andtariffs on production and services, on the basis of offer and demard. 
For co:moditie:i and S02vices on which cmpetitfton is liiitedbecause of the monopol situation or difficulties and scarcity in marke­supplies, as well as on some commod',ties and services of prime necessi­



a) as indi7iduals
 

b) as partners
 

c) as collectives 
or cooperatives 

d) with theestablishment of enterprises, cor;orations cr '. -t­
limited liability, anonjozous a. other possible forns; 

e) in the form of banks, c-harity fcundations and institutions 
and other possible forms. 

All the above activities are regulated by iaw. 

Article 3
 

All sectors of the economy are opened to private activi­
including state owned 
 institutions and other units, being converted tc 
private property in all fields of activity of industry, handicraft, 
agriculture, building, transport, banking services, internal and exz­
nal trade, communal and other v:.l services, science, -earch, cui_­
ral and artistic activities, law, 
 charity, foundations and other possi­
ble forms.
 

Other state owned enterprises and units in the branches of sr-­cial importance of national economy : energy and mining, oil and gas,mail, telecomxuni cation, forestry, water resources, motor-roads, rail­ways, seaports, airports, air and railway transportation, may besbject to privatization on specific occasions as provided by law. 
The state owned enterprises and ,'uit-aforementionedtin thesecond paragraph of this Article are free to set up joint venture enter­

prises with foreign capital in conformity with the laws in force. 



for the people, tne Council of Linisters, by special decree, sets 77-­
'r-, limits of prices and tariffs. The decision is in forue u. to 
one year the date of its proclation. 

Article 7 
Albaua and foreign private physI.cal aid jiriaical,s-:sc­

enure the material-technical base necess2_ry for ezercisin7 their
 
activit7, throu-h contrac:3 with the state sectors, directly in 
 the
 
free m.arket or 
through foreign physical and juridical persons, in
 
conformity witi the legislation in po-,,,er 
 for the e,rccrt-i'ort aoti_ 

Article 8 

The Kinistry of Finance determines the rules and regulations

for economic-fiancial documentation, the way to calculate 
fiscal contri­
butions and the time limit of its depositing, the control of obliator 
social security of the private sector. It also defines the criteria of
 
calculating profits 
 for the local and foreign private physical ard jur

dical persons who 
 exercise private activity in Albania. 

Local or foreign private physical and juridical persons in ezerci­

sing their activity hold regular accounts and have respective registers 

in conformity vrith the specific law. 

Article 9 

Albanian and foreign physical and juridical persons are entitl 
to the right of having their respective accounts at the local and fo­
reign banks in Albania and pay off their obligations through them. 

Local -r foreign priva'3 physical and jridical persons lodge 
their annual balance sheet and profit and loss account at thed finance 



section at the local authority. 

Article 10 

Private partnership is created through joining of capitals
by two or more Albanian or forein persons. The economic and financica'l 
relations between them are adjusted through the contract conciu_.d
 
between them. 
 The contract specifies the object of their acti7ity,

the capital deposited by each member, the profit share 
 of each
 
partner proportionate 
 to his holdings, the duration of partnership,
 
the way of liquitation 
and other elements.
 

The partners 
 share the same rights and obligations deriving
from the partnership contracts, in cases of companies betw.een
 
individuals.
 

Article ii 

The private a4tivity by trade, manufacturing, service and
 
other collectives or cooperatives is conducted in conformity 
with
 
the statute and rules adpoted by 
 them. These documents should specify

the object of the activity, the capital share, 
 the way of organizatio:.
 
and management, the 
forms of distribution of revenues among 
muembers, the rules of employment and payment of non-member workers 
as well as other rules concerning the economic-fnancial obligations. 

Article 12
 

The various share-holding enterprises or companies created 
with monetary and material capital with one or several Albanian or for­
ign individuals,as well as with shares5 conduct their activity on the 



basis- of the founding contract, t statute or the r1es aopted cy 

t_3z ;hich spcify the object of tha activity the iritial cacia 
adznistrative managament, the economic-financial relations as wl_ 
as contractual employMnt ad.other relations. 

Article 13 

Joint vent-ares created between state - ovmnd enterprises 
or units and foreign private subjects, local private subjects, or
 
both local and foreign private subjects, conduct their activity in 

conformity with the contract and statute adopted by them and resec.ti. 

7e law dispositions. 

Article 14 

The local or foreign private physical and juridical porsonz 
can transfer possession or lease to the other local or foreign phy­
sical or juridical persons, enterprises units or various objects 

according to special contract between them. 

The transfer of possession or lease bf ground, on Mwich 
these objects are built,is set by Article 21 of this Law. 

Article 15 

Private activity is exercised in conformity with the dispo­
sitions in force on standards and quality, the control of weights 
and measures, hygiene, working conditions, technical security, envi­
ro.L-snt protection, 3tc., ar. is con-rolled by state irgans assigned. 

to do this job. 

http:resec.ti


The Ministry of Foreign Economic Relations in cooeratio: 

with the Ministry.... of coo:, after the :rMulgation of this Ta;,' 
and at the beginning of each year, must define the contigent of 
export-import goods. 

Article 17
 

Foreign individuals who exercise 
 economic activity, ha'v-e 
right to repatriate capital and profits in foreign currency.
 

Private physical and juridical persons who exercise econc: 
activity according to this Law, have the right to self-firi.ncing J, 
leks and foreign currency. 

The exchange of Albanian currency with foreign currency a 
vice-versa is indone compliance with the rate set by the Albanian 
State Bank or in the free privato foreign currency market. 

Local and foreign private physical and juridical persons

have the right to get credits in leks and 
foreign currency from tho 
Albanian State Bank or other local or foreign, private or state 

banks.
 

Article 18
 

The employment relations in the 
private activity are 
stipulated by the contract freely concluded between sides. For 
questions not foreseen in the working contract, dispositions of 
work legislation are applied.
 

Article 19
 

Employmeat is done by 
 the. private employ6e:, who r3gisters
the emplyees in the enterprise book and informs the local power 
administration in the areas where the aotivity is oonduoted. 



In private activities the employers are obliged to securetheir emplcees. The latter have aJl the rights to the Law "On Qoci 

State Securities of the Republic of Albania". 

Article 20
 

The employees that might result redundant in the process a
 
privatisation of the state sector, are treated according to soecial 
provisions on social assistance.
 

Article 21 

Local private physical and juridical persons are granted L 
possession building grounds against payment, enjoying also the rich 
to buying and selling. 

Foreign physical and juridical persons are granted buildi:
 
ground by local physical and juridical persons 
on lease for a perioc 
up to 49 years, according to a special contract. 

The selling price and leasing of the state-owned building 
ground, are set by the financial local power' organ which has the 
ground under its jurisdiction, according to criteria defined by the 
Council of Ministers and according to supply and demand. 

The selling and leasing of the building ground is carried 
,)ut by the above mentioned financial organ. sumsThe paid for the 
ground are destined to be used for the development of infrastructure 
under the jurisdiction of the local power. 

Local physical and juridical persons who are the owners of 
the existing buildins of any kind are also the o*Tners of the grcu.id 
these buildings occupy. When the latter are bought by the foreigners 
they have the right of ownershin onv on thA hiiding, while the 



land, on whiha tne building rises, is leased accord~ing to the se­
paragraph of this Article. 

Article 22 

The National Privatisation Agency is set up at the Counci:
of Ministers for the transferring of the state ownership to DrivatE 
ownership. it is competent for the management, organization _ 
coordination of work for the process of privatisation. It zra2nts
 
the authorisation, 
 announces the form, sets the time and the order 
of the transition of objects of the state ownership to private 

ownership.
 

The National Privatisation Agency cooperates with Prelthe 
ratory Commission for the Process of Privatisation at the Ministry 
Economy. This Commission coordinates the work with the gub-cc=issi 
of privatisations set up at the ministries, institutions and other
 
local power organs for the evaluation of the 
object and the prepara 
tion of the respective documentation, which is presented to the 
National Privatisation Agency. This Agency has the toright lease
 
state-owned obj ects.
 

Article 23
 

The transfer from state ownership to private ownership may
be made by auction, private sale of shares, free distribution of 
state shares to local physical persons, or any other appropriate 

method. 

The value of the state property to be privatize-4 is Iefine" 
by considering the physical condition, location ,the character of 
production or seryice of the object. 



The state Oro erty which is privatizes should not chanz it: 
iestination for two years. The chanp of destinaticn vthin this t - - -

liit can be done with the permission of the N1ational Pri7atisation 

Agncy. 

Article 21 

Au-ction is organized and announced by the N1'ational P .vatic 
tion Agency. It atis open, free and equal to all. The participants 
an auction should present documents of various forms recognizei br 

law, which prove their paying capacity. 

Initially, physical and juridical persons of Albanian citize 
ship .Jare allowed to take part at an auction. If the object isthe 
not sold in the second session of the auction,/' ith the approval of 
the National Privatisation Agency, foreign physical and juridical pe: 
sons take part at the auction. 

The evaluation and sale of turnover means is done at actual 
wholesale state prices at the moent of the sale. 

The owner proclaimed by th3 auction, gains the right orn:to 
ship either through the complete payment of the value of the object, 
or throuji the partial payment of this value. '%en the payment is par­
tial, the remaining part of the value of the object is distributed 
freely or is sold to the existing employees in the form of shares. 
The part of the value of the object which is distributed freely or i s 

sold to the employees, is defined by the National Privatisation 

Agency. The part of the value of the object which is distributed free 
ly Mu9t not surpass 30 per cent of t.is value. 

./. 



Article 25 

The pri7atisation of the state proDerty through the sale of 
shares, is organizad and announced by the National Privatisation 

Agency which sets the nominal value of shares. 

The rules for the emission, distribution, protection and sa 
of shares are set by the 5nistr of Finance in cooperation of the 

Albanian State Bank. 

Article 26 

Disputes in the relations between debtors and creditors 
either state or private, resulting at the moment of the transferring 

of state enterprises or units to private property, settledare th-ro­

ugh agreement between sides, and when this is impossible, through 

the cour t. 

Article 27
 

The revenues resulting from the transfer of the state pro­

perty to private property are deposited to the state budget. 

Article 28 

Foreign investment and private property of local or forei-: 

physical and juridical persons, in the territory of the Republic of 
Albania, cannot be expropriated or nationalized and they are not 

subject to other measures equal to nationalisation or expropriation 

but for special cases in the interest of public use as against pay­

ment and full reimbursement. 

Reimbursement, in cases mentioned in the first paragraph 



1?.
 
of this Article, will be eaua! either to the invest-Mnt or t Ve"1-a:of ths ex-ropriated or nationalized property at the thedate ex-r­
priation has been announced to the side to be expropriated and thisreimbursement will be paid without delay, together with the ban1L_,in
intarests accumilated to the date of payment. The reimbursement is 
fully realizable and frealy revokable.
 

In case reiumbursement 
 is delayed, it is payed at a suz
which puts the local or foreign physical or juridical person at a
position not less favourable that the one he had before, thisif s' z
would have been deposited at the date of expropriation or natiorn31i. 
sation. Conditions for the deposit of this reimbursement must be 
defined before the date of expropriation or nationalisation. 

Article 29 

The laws on expropriation or nationalisation or any othnr
related measure as well as the sum of reimbursement may be made an 
object of investigation by the court.
 

Article 30
 

The Decree Nr.7476, March 
 12, 1991 "On Permission and Prot­
tion of Private Property and Activity" as well as all other disposi ­
tions which run counter to this Law, are abrogated. 

Article 31 

The Law enteres into force immediately. 
4 

Tirana, August 10, 1991 
Nr. of the Law: 7512
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a'hanthe iuridical o:- :hyscal parsonsnGt wo land as cT Z­
ori for usa , for construction or 0 bicr ecc11oniCfor 0ctS ,.itido no t resoact 3

the tCrm of the CD oMl2tjo oF the project accw:'n 
Zu the prior agreement, thy are olii to pay a, a IULI 11, 

the avOrage annrLal 
 rUnt of th land. 

Article 17 
Industrjal and rminaral refuse, va-ters Nith a chamical conte 

ilarmful for amrcture, must be ciianelrd !and gstinrod in soccia!
P.ac(3 Lo-ri oraz to protuc; a- land awiL th p!hnts,- pr.C t,USia rc­
l2Ltion of atar anlr not cndangcr the life of p~uple, aLiuals cid 
buds. The location of such places and the area Ihere a project is 
to be built ned approval, if this isA.tUiven no constuction or 
functioning of 112 project con begi.
 

it is Prohibited 
to dcpozi, or bury any type of dangerous
 
locally produced 
 or importd rEfLSt. 

Artlicl 13
 
,,ith thIc anproval of the draft 
 idCas nIid carea of cohtruc­

tion by tle raspsctive or;a, the land is givcn QJ ovnlerah:Lp or 
Jor use to those w'o carry ou the construction, but not bcfore 3 
months after work has begun. Tho. change in til cedastrol entry is

ztorJ:begin.concrot,made when 

I1ticlQ 19 
Juridical nr Thyoical pcrsous are d,rivtd of th.ir riglt 

of onorship of Loe of t land, in cases wh~en thin is needed b',, 
the state for various prD~cts, on th. basis of the QI)lrvv! of 

th rcspectjva organ. "hen tue stats occupies lerid iiici is the. 



i 
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- To the inestigation organ v;hen th violation is a 0oa.Qct and thc doci jSi of t.-a rapcct vo PCople's council h. not 

bean implemartede 

Articl
;h2n th 22land is takin, Occupied or damae d b.7 a thi_-d. aty, 
the oNvnar or the user has -c - ' rn "naV.! totthe th11 c LI17 . 

Article 
Tha parsons w':o act 

23 
i, cnntravnti±on of the disoositionsthis law ofand the Special jSP03itIoZ 0 tid acts of th,o. CouliLLni3ta0 -S 
 Oni S C n, '.;ho do not ex1oit the 
la.i t ,,li.va bcee givC I az orno"ip or for Lifo themso, os 3 but t2.1:13fcrto a third party, it 

~ do not tea protective meaSures, build obje­cts without authorization, wiho do not bring tha land back to Lsewithin the tern sat ji t,,e conract, and do not inorm the land su-Xvey office on time on the changes in the state of tile land tiey
ovin or use 
 withoLtt justifia d reasons, and vwrnn those violations dnot constiture penal acts, are charged by tha head of tha landsurvoy office in tha .distrct vwit . a *fine from 2000 to 5000 leks
 
for adniinistrativa 
 ofence,
 

,n anpeal con 
be lod:ccd again thu sentence witlinfrom 10 danits proclaiation or notification
1 to tlle head of the e::ecutiecommiittee of the distric t pcoole s council, the deci s i o n of vwhic 

is final. 

Tie persons who, in conrrovenLiu, of legal dispositions,
occup., damage or misuse land in ony form, are prosecuted accurding 
to the dispositions of -he Penal Coda. 

,',rticle 24
 
The criteria 
 on tb 6,,, 



Article 25
 
8gi.~ 
 ~ rj.:~ ivt as o -ircrstjjp 0,,, tiiJ~ , i~ Ql> fLh -ri t ed a cc or d.in g t o th o l g d 

t 
v o t * 0 3 o fk a . 

tan-ce vhjchV 7;11. aoprrtjoaoi laga 

Arici 26 

Ps. r~ 6 d ed Feb 21, 1907 "Oil prrtectic~r of thaws ll a al l Ot ha -r Su b- l s~a l d i s p os i t i 0 3 o p s d tthijS law7 are aQfle1d. r3O~sdt 

ArZti-cle 27 
Tls CO7,i-3 J~~C tLy i,,uto frCQc. 

Tirna July 19, 1991 
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PEOPLE'S SOCIALIST REPUBLIC OF ALBANIA
 
COUNCIL OF MINISTERS
 

D E C I S I 0 N
 
No 433 
 dated 10.12.1990
 

ESTABLISHMENT A B 0 U3TOF FUNCTIONING OF COMMISSION CG GrATtJ(-
EXPORT-IMPORT LICENCE OF GOODS 

Upom the proposal of the Ministry of foreig:trade, the Council of Ministers
 

D E C I D E D:
 

I. All enterprises. 
 institutions and agricultural
handicraft cooperatives exercising anr
 
export-import 
activity. 
arc
obliged to procure from the Ministry of foreign trade the respec­tive licence on export-import goods and commodities.
 

The Ministry of foreign trade.
year, determines the 
within november of each
list of export-import goods and commodities
subject to 
licence for the 
forthcoming 
year.
 

To this end, it is 
to be established in the Ministry of
foreign 
 trade 
 the commission of granting export-irnport licences
of goods, as per the list attached to this decision.
 

2 
The requests to 
receive licence
pliance are
with the made in com­form enclosed, 
where the prodjctionr cost,
purchuase-sale the
 
benifit are 
given.
 

3. The Minist.y of foreign trade.judgement accordingof the licence to tilecommission. grantsrespective the enquirer wihexport-import thelicence within i0 days froom the dete ofthe receipt of the 
request­



4. A copy of the licence is sent to the Generaltoms Directorate, which %s­will exert the respecti C.here! of th 

export-import goods 
in the customs points.
 

5. 
 In the implementation of this decision,try of foreign trade 
the Minis­

will issue the 
respective regulations
grant the tclicence of export-import goods and commordities. 

This decision enters 
immediately into force.
 

CHAIRMAN OF THE COUNCIL OF MINISTERS 



REPUBLIC OF ALBANIA
 
COUNCIL OF MINISTERS 

D E C I S 1 0 y 
Nr.320, July 30,1991
 

ON
 

FOREIGN CURRENCr EXCHAN'2 RATES
 

At the proposal of the inistry of Finances, the M'inistrof 7conomy and the Albanian State Bank, the Council of -iinisters 

DECIDED:
 

1. As from September 10.1991 the foreign currency excha.rzerates in relation to the lek, for all activities in foreign curre:will be defined by the MJinistry 
of Finances, the Liinistry of 
and the Albanian State Bank. c 

2-. ECU, the 3CL 
 monetary unit, 
will be the basis for workii
out 
the exchange rate of the lek with foreign currencies. For ot.
freely'convertible foreign currencies, the State 83nk ,.il! 
 l.1t
conjuctural relationship of these foreign currencies in th,: foreiz
 
currency market as against E
 

The beginning 
of the exchange rate for all activities in fc.ign currencies will be the ratio 1 ECU equal to 30 leks, which, apresent correspond to I USD equal to 25 leks. 

3. The difference between buying and selling foreign currerrates as against the lek wili be defined by the Albanian State 3a 
4. Out of the foreign currency they obtain, the state enterprises are entitled to have at their disposal the amount to be arTed of by the :.inistry of Economy and the Ministry of Finances in 



2.
 

cooperation with the other respective central ministries and 

institutions. The other Dart of the foreign currency will be sold 
only in the Albanian State Bank at the exchange rate in force. 

5. The juridical and physical persons satisfy their demands 
for foreign currencies by buying them with their financial means 

or on bank credits. The Bank is entitled to give its fireign curre­
ncy on credit. 

The turn of. foreing currency distribution is dicided by a 

commission made of the representatives of the banks, the Ministry 

of 7inances, the M.inistry of Economy and the !inistryof Foreign Eco­
nomic Relations, after the requests are examined also by the other 

respective central ministries and institutions. 

6. When great profitability in leks results to export enter­

prises and to those which ensure income in foreign currency from 
various services and the change of foreign currency exchange rates, 
the Ministry of Finances in cooperation with the other central mi­

nistries and institutions the above enterprises depend on, define 
their obligations to the state. 

7. The Hinistry of Finance will work out the effects of the 
change in foreign currency exchange rate, for the exchange value 

in leks of non business expenses in foreign currency of various mi­

nistries and institutions, in the fourth quarter of this year. 

8. To carry this decision into effect, the State Bank, in 
cooperation with the MJinistry of Finances and the Ministry of Eco­

nomy will issue respective instructions. 

9. Item number 4 of the decision of the Council of Ministers 
Nr.312 of November il,1982 "On foreign currencies and precious me­
tals" as well as the decision of the Council of Minister Nr. 180 o: 



3.
 

MYI25.1990 "On the evaluantion of export-import for the five ye2 
period 	from 1991 to 1995", cease to apply. 

This decision enters into force immediately. 

CHAIRiMNOF TIC COUICIL 

YM I BUFI 

OF IMSTERS 

Prot. 

September 9.1991 
Pr.2084ro iinistries and other central i,stitu 
tions, the Provisional Pluralistic Xecu. 
tive Committees in districts and regions 

General Secretary 

Dr. Teodor K-areco 



THE REPUBLIC OF A 

The Council O: Ministers 

D E C 1 3 I 0 r4 

Nr. 255 dated 
 2.9. 1991 

ON 

THE CRITERIA OF DISTRrBUTING THE AGRICULTURAL LAND 

In implementation o article 24 of the lawJuly 19,1991 ''On the 
no. 7C51 datedland' and upon the proposal of the Ministryof AgriCultIUre the Council of Ministers 

D E C I D E D: 

I.The land is distributed accordingstate of the to the presentacreage Possessed by the agricultural cooperative 
and per capita.
 

For the agricultural cooperatives whichmade as subjectsUP or more than one are
village ,the land commissiondistrict in thedefines the agricultural lands of every village,bLtildingup just proportions of the acreage of land per capita or eachvillage with that on a cooperative scale. 

2. In all the cases the land is distributedproportionally to each family per capita on August 1,1991.The number of persons of the agricultural
member cooperativefamily will include all its members : children,pupilS,students,military men,pensionersmembers 

of the cooperativistfamilies working on provisional contract 
their and the refugees,despitese.,excluding those family members who at the momentland distribution of are in permanent working relations with
the state or 
private sector.
 

The cooperativist family miemberspermanent who areworking relations in 
with the stateowners,w.ill or the privatebe given as property half the land perbelongs capita thatto each memnber of the agricultural cooperative ,but no more 



than I dynyn (one oftenth the hectarp) wi 1 1 be gi -en as P-C30ei- ty. 

3.The other families residing
which in the COUntrysideare not members ,butof the aglicultLral cooperative 
;or us- half 

will be aiventhe land per capita that belongs tomember, the cooperatbut VPno more than 4 dynym per family. 

4.The agricultural land within the yellow line whichis not 
yet occupied by buildingE and yards,is notdistributed to beor given as i proper ty. These lands 
are given Fortemporary use by the e?)eCLtiVe committee of the people'S councilof the village.
 

5.The distribution of 
 the land zibove 
 and under water will
be made:
 

a) Sy converting the land 
under and above water 
to the
ratio of I to 1.5 up to 2.
 

b) Iy porportionally 
 distributinq the aboveland in and under wateseparate plots according to 
the number of 
persons. 

6. The distribution 

slope will 

of the land according to its
be made by converting the flat land with the sloping 
one in 
the following ratios:
 

a)0-1O % slope 
 the coefficient 
I 
b)11-25% 
 of of 0.8c)26-40% 


to 
 O. 7
 
d)over 40% 
" 

CJ. 6 

7.In those districts in which the improvement of
land is carried out the,which takes into consideration
and slope,the its fertilityland's distribution is made
classes of 

on the basis of thethe land's improvement 
(in 
this case 
the point 
6 criterion
 
is not Used) 

The conversion coe ficients accordino to the classes 
ire:
 

a)Class I and 
 II the coefficient i,5
b)Class III and IV 

.,0,
 



C)Class V ,C8
 
d)Class VI and 'II C),7

e)Class V)IiIIIX, to,, 

2. The distribution of the land planted to ;ruit
trees(orchardsvineyards,olive 

trees) is made:
 

a)according to the criteria of the arable landaco Z tinO 
Also the fruit trees.
 

b)by distributing 
 the acreage of rLfit treesplantations to every family according to the number of per.sons. 

9.ThP green houses covered lands are distributed aliethe other lands and are considered as part of the acreage belonoinclper capita. The green houses are e-stialated by commission and are
paid by those whom they are oiron to.
 

1CI.The 
 lands which for the tire being are utilizedby the research-scientific institutions ,despite theirplace,are not 
distributed and remain 
at their disposal.
 
This decision enters into force immediately. 

THE CHAIRMAN OF THE COUNCIL OF MINISTERS
 

YLLI BUFI
 
Prot.no. 1675/1
 

Date August 5 ,1991
 



REPUBLIC OF ALBANIA 

COUNCIL OF MINISTERS
 

D E C I S ION : 

No 269 DATED 8.8.1991
 

ABOUT
 

IMPORT OF FOOD ARTICLES AND OTHER BROAD CONSUMPTICN 

GOODS AND COMMODITIES WITHOUT PRECUREMENT OF THE 

RESPECTIVE LICENCE 

Upon the proposal of the Ministry of Finance and the 

Ministry of Foreign Economic Relations, the Council of Ministers 

DEC I DED: 

The natural and juridical native and foreign persons 

exercising private activity according to the dispositions in 

force, are allowed to import food articles and other broad con­

sumption goods and coiruodities without the respective licence 

from the Ministry of Foreign Economic Relations. 

This decision enters immediately into force. 

CHAIRMAN OF THE COUNCIL OF MINISTERS
 



REFUBLIC OF ALBANIA
 

THE COUNCIL OF MIISTERS
 

D E C I S I 0 N
 

No 330 date August 28.1991
 

On
 
The defining of retail orices of fuels, lubrificant
 
oils and other byoroducts of netroliuUm
 

Upon the proposal of the Ministry of Mineral and 
e o
 
cal Resources , the Council of Ministers.
 

DEC IDED
 

1. The retail prices of fuels produced in the Country
 
or imported, for the albanian physical or juridical persons 
are
 
defined 
in accordance with the list here conjoined;The maximum
 
price limits on the petroleum byproducts are defined in accordanc 
with the list no 2 here conjoined.
 

2.The Ministry of Finance and the Ministry of Mineral
 
and &nergetical Resourses defines the prices of petroleum by produ

below the settled limits in the', list no 2 here conjoined. 

3. The foreign juridical and physical persons who buy

fuels,lubrificant oils and other petrolium by products within the
 
territory of! Albamia, the sale ismade in free convertable hard 
cuvrency accepted by the State 
Bank of Albaniathe enterprices of 
the system of mineral and energetical resources;in accordance with 
the instructions issued by the Ministry of Mineral and. Energetical 
Resourses and the Ministry of Finance.
 

4.The Ministry of Finance 
 and the Ministrv of thp ?inp=r 
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currency of the retail prices of fuels and. lubrificant oils of
 
foreign physical and juridical persons, take into consideratior 
prices of the neighbourin countries. These prices are revised. 
month and notified the last day of the precedinz month.
 

5. The sale of fuels , lubrificant oils and other vetroleu 
byproducts in lek for the foreign vehicles and other means of
 
transport (with a foreign license plate), used.by 
the physical 
and juridical persons, native or foreign, is not permitted. 

6. The Ministry of Finance and. the Miistry of Mineral and 
Energitical Resources are charged with the issuing of the appro. 
aiate instruction on the sale of fuels.
 

The decision of the Council of Ministers no.178. date.5.31
 
"On the transfer of the right of suoolyLng with fuels, lubrific,
 
oils of the planes, ships and other foreign vehicles to the 
 o
 
Minergoimpex 
 is abrogated.
 

This decision 
takes effect on Octobre.1.1991.
 

THE PRIME MINISTER
 

YLLI BUFI
 

7! 

'2)
 

7 

http:date.5.31


The list of the max-tim limits of th9 Petroliem by product s 

The nam 

The measuring 
 The retaiL
 

unit1.Varvoline in E 
kg 

3.
 
2. Oil SAE 30,40 import

3.Oil SAE 30,40 home product ,1 

2,
 

4. Car oil 10,20,30, 40 
 it 14
 
5.OIL SA 25,35,45,55 


1f
89 
6.dOil DP 1I and. Dp 14 it 18 

7. Aftol Oil 10, 18 16
 
8. Compressor oil 13 19 


16
 
9. Turbine oil 22, 32, 46, 57 20
 
lO.Cilinder oil 24, 38 
 19.
 
i. Sinking oil 27. 

12.Amusol oil ,, 

13.Oil 85 W/90 27. 

14 .Orms oil 22. 

15.Import grease 27. 
L6.Hom grease ~29. 1. 
17.Solidol grease 6. 

18.Solax 26.( 

19.Mazut 5. 

20.Bitumen in barrel 
21.Liquid Bitumnn It 4.C 
22.Petrolium Cokc 
 3.C
31,
 

15
23.Toludl 
24.Liquid gas 6r5
 

25.Brakes alcohol ,, 
26. Alcohol 35. ( 

27.Sulphur ,5
 



18. Rack oil TS-1 


19. Tock oil for Drivate use 


Wholesale 
 rices of fuels
 

The name 


1. Benzin. 45-50 octan 

2. Benzine 60-70 octan 


3. Benzine 96 octanI 

4. Gazoil 


5. Rock oil for the people 


2.
 

'The measuring 
 The rtai
 
unit 
 price in 1E
 

litra 
 7.00
 

6.00
 

Leasuring 
 Retail pri

unit 
 in lek
 

liter 3.50 

It 6.00
 

9.50 

If 6.00
 

" 
 1.20
 



REPUBLIC OF ALBANIA
 

' ONCIL OF MINISTERS
 

DECISION 

Nr.328, August 29, 1991
 

ON 
EST.MLISHU OF THE FOREIGN INVESTIMT AGENCY 

At the proposal of the Ministry of Foreign Economic Rela­
tions, the Council of Ministers 

DECIDED: 

1. To establish the Foreign Investment Agency in Tirana az 
its centre under the dependence of the Ministry of Foreign Economic 
Relations, wich will start its activity on October 1, 1991. 

2. The Foreign Investment Agency has the following tasks: 

a) it coordinates and organizes ties between foreign inves 
tors and financiers and Albanian partners on the basis of the prograa 
for economic development. 

b) It propagates and announces abroad the main fields and 
directions of investments that can be made in Albania. 

c) It announces and propagates the Albanian legislation on 
foreign investments, their promotion and protection. 

d) It studies the demands on investments and, enclosing to 
them its own opinion, prescnts them to th;- kinistry of Foreign Econo­
mic Relations. 

e) It takes part in the discussion and working out of con­
tracts on investments to be made in the framework of state credits. 

f) It establishes contacts and relations with similar orga­
nisms of other coutries and when asked, it performs representative 
functions.
 

BES I AVAILABLE COPY 



BEST AVAILABLE COPY 2. 
g) It promotes. investments, especially when they madeare 


with the fal.=' -partial participation of foreign investors.
 

h) It circulates forms and other material that have to do 
with the mode of registration and activity throught the Agency. 

i) It keeps dates,demands and documentation about foreign
investors and albanian subjects with the participation of foreign ca­
pital. 

j) It administers the register of foreign investments. 

3. The "Teknoimport" Foreign Trade Enterprise, dependent o 
the Ministry of Foreign Economic Relations, ceases to exist. Its acti 
vity is passed respectively on to enterprises that carry out foreign
trade activities.and are dependent on the other central ministries an 
institutions, according the object orto field of activity they cover 
The. transition. of the activities of Teknoimport enterprise will be do 
according to the agreements between the Ministry of Foreign E;conomic
 
Relations and- other respective central 
ministries and institutions. 

The obligations that result to Teknoimport until October 1 
1991 from its activity, at home and abroad, will pass on to respectiv 
enterprises wich deal with those objects and cover those activities o: 
this enterprise.
 

4. The number of registered workers, the wage fund, the pL
of foreign currency financial expenses of non business activities and 
the inventory of movables and immovables of Teknoimport passec on to 
the Foreign Investiment Agency. 

b. The inistry of Foreign Economic Relations and the Eme­
cutive Comitteeof Durres District People's Council will take measure-, 
give the wearhouses of Technoimport branch in Durres to other enter­
prises and systematize its workers. 

6. The Foreign Investment Agency will be financed by the 
state budget until the end of 1991. s of January 1, 1992, the Agency 



3.
 

meeting all 
expenses with the income it will have. 

7. The activity of the Foreign Investment Agency is carr 

concerned will exercise its activity by self-financing, 

out according to rules and regulations approved by the Ministry of 
Foreign Economic Relations. 

This decision enters into force immediately. 

CHAIRMAN OF THE COUNCIL OF MINIST 
ILLI BUFI 



REPUBLIC OF ALBANIA 

Council of Ministers
 

D E C I S I 0 N
 
Nr.307 date 29.08.1991
 

ON
 
DUTIES AND RIGHTS OF THE NATIONAL AGENCY OF PRIVATIZATION ANDTHE PREPARATORY COMMISSION OF THE PRIVATIZATION PROCESS 

Carrying 
out the law O
n 7 5 12,date 10.08.1991
sanctioning "On
and protecting 
the private property,free 
initiative
and the 
indipendent private activities" ,the 
Council of Ministers
 

D E C I D E D:
 

I.-The 
 National 
 Agency 
 of Privatization
Council of near the
Ministers 
 is an 
 executive 
organ specialized
directing,organizing on
 
and incorporating 
the work for
of privatization.The 

the process

National 
 Agency 
of Privatization 
 has


its branches in districts.
 

II.The 
National 
 Agency 
of Privatization 
 has these

main rights and duties:
 

l.-Declares 
 the form 
 and realizes 
 the transition
of the 
state property into private property.

2 .-Cooperates with 
 the Preparatory 
 Commission
the Privatization of
Process 
near 
 the Ministry 
of Economy
the problems onof transition of the state property into private 

Property.
 
Gives 
 the authorization,determines


the turn the time andof the transition of the state property into privateproperty,excluding 
those 
 which 
are under 

of 

the competencethe branches ofthe Agency indistricts according to the point4, chapter III of this decision. 

./.
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4 .-Informns the public on 
the necessary technical,econc
 
mic and financial data, 
as well as 
 on the activity of th
 
state institutions and enterprises that may be 
privatized.


5 .-Organizes 
 and declares 
 the privatization 
 o

the state property through 
 the selling 
of the shares, a
 
well as determines the nominal value of the 
share.
 

6 .-Approves the commissions of 
the selling 
 an
 
giving 
 free of charge 
 of the shares 
for the objects tha
 
pass on 
 to the physical 
 and juridical persons,native 
 an
 
foreign,and controls 
their activity.
 

7
 .-Gives permission 
for the changing of destinatio
 
of the state proprty which is being 
privatized 
even withi.
 
a period of two years that 
the law envisages.
 

8.-Rent enterprises,certain 
state objects and unit
 
to the physicaland 
juridical persons,native 
and foreign,base,
 
on the proposal made 
by the Preparatory Commission 
of th
 
Privatization 
 Process.Objects 
 for which there 
 are propert

pretentions 
can be rented till 
the solving of 
the conflict,witl
 
a contract without a given period.
 

9 .-Studies and submits 
 for revision 
in the Counci.
 
of Ministers projectlaws 
on the transition 
of the state propert,

into private property 
for enterprises 
or units with specia

importance for the 
 national 
 economy, 
 which privatizatior
 

is made by law.
 

10.-Determines 
the part of the object value whict
 
is distributed free of charge or 
is sold to its working people.
 

l!.-Asks 
 from the competent organs the 
 suspensior
 
of the underlegal 
acts published 
by the ministries and thE
 
other 
central institutions 
and the local organs of the state
 
administration 
which 
are contrary 
 to the legal cisposition!

inforce, for the problems of privatization till their nullifica­
tion.
 

1 2
 .-Controls 
 the work for 
 the evaluating of 
 the
enterprises 
and the other state units 
which pass 
 on froii

the state property to the private one and asks for the data 
and technical-economic and financial 
information on 
them.
 

.1. 



13
 .-Together with the organs of 
 the local power
and its branches in districts takes care of the solving of 
the problems which 
come out the
in enterprises 
and the state
units that 
 are being privatized 
 till their transition to
the propertyof private physical and juridical persons.

1 4 .- Gives ideas and makes proposals for the projectsof the 
 legal and underlegal 
acts 
prepared by the ministries
 
and other central 
 institutions 
on privatization,before 
these

projects 
are squmitted. 
for revision 
and approval in the 
Council
 
of Ministers or in 
the People's Assembly.
 

1 5 .- Directs arid controls its branches 
in districts.
 
1 6 .- Creates a special fund for the material stimulation 

of the Agency employeeq its branches preparatory commission
 
and undercommissions of the privatization process. 

For creating 
 this fund the Agency takes up to 2
 per cent of the selling prize or of the anual rent for 
object which is being 

each 
privatized 
or which is 
 rented.Use 
of
this fund 
 is made in accordance with the 
 criteria 
decided
 

by the Ministryof Finances.
 

17.- Follows the problems of organization,of informa­tion and the necessary papers for 
the problems of the transition

of the state property into private property through linking
it with the organizations and organs of foreign countries.
 

III.The Branch of the National Agency of Privatization
in district or region thesehas main rights and duties: 

l.-Approves 
 the commissions 
 of the auction for
the objects which 
become property of physical and 
juridical
 
persons,native or foreign.
 

2
 .-Approves participating .1auction 
 of the physical
and juridical persons with 
 Albanian nationality.In 
 cases
when objects are not 
sold in the first session, the Branch
.submits 
for approval to the National 
Agency of Privatization
 
the foreign physical and juridical persons 
who can take part
 
in auction.
 

./. 
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3 - 4­.-Organizes 
and declares 
the auction 
in accordance
with the corresponding order on 
this problem.
4 .- Gives the author ization,determinesand turn of thethe transition timeof the state propertyproperty for into privatethe units 
 of tradecraftsmanshipservices,as

well as the means of the road and Watery transport. 

5
 .-Takes 
 the thought

of the of the directingtrade unions councilsbefore proposing 
the form, time 
and turn
of privatization.
 

IV.-The 
Preparatory 
Commission
Process near the Privatization
the Ministry 
of 


of Economy 
has these 
main rights

and duties:
 

l.-Cooperates 
with 
the undercommissions
tion in the ministry of privatiza­and other 
central 
institutions
the organs of and ofthe local power for the analiticalof the turn analysisand the 
periods of 
privatization
sectors, enterprises of the branches,
and other 
state units of 
the corresponding
 
dependance.
 

2 .- Incorporates the work
of privatization with the undercommissions
in the ministry,other 
central
and institutions
of the organs 
of local 
power

and determinir 

for the evaluating,choosingof the enterprises, units and otherwhich will state objectspass onfromistate property 
3 

into private property..-Submits 
 the National
to 
Agency
the documentation of Privatization
and the 
 elaborated 


sent by the and summed materialsundercommissions of privatizationturn,form and time of 
for the problems,transition of the enterprisesstate units and otherfrom 
state 
 property


documentation into private property.This
has to 
 include 
 data for the 
 results
enterprisethe activity and the evaluation of the state property,
 

of the
 
technical-economic 


and 
 financial 
 figures
its which
actual efectivity represent
in the market,its
time proposed way,form
for privatization, number 

part and 
data on the of workers, territory,way state 
has become 
its possessor 
and problems

linked with it,etc.
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4.-Asks 
 and takes from the 
 ministries 
 and other
central institutions,from 
the organs of 
local power in 
districts
and regions,from 
the enterprises) all 
the data 
with technical, 
economic 
 and financial 
 character 
 for analysis
needed for and studiesthe transition of the state property into private 
property.
 

5.-Helps,controls 
 and advises 
 the undercommissions
of privatization 
created 
in the ministriesin 
other central
institutions 
and organs of the 
 local 
power for the carrying
out of the 
legal dispositions on 
problems of privatization.
 
6 .-Studies and analizes in continuation 
the changes
of property and the problems coming out in the improvementof the existing 
legaslation,as 
well as 
 makes up methodics
and special advice 
 to support 
 and deepen the process of
 

privatization.
 

7
 .-Studies 
and incorporates 
the work with 
the minis­tries and 
central institutions,with 
the organs of 
the local
power, with 
 economic 
 associations 
 and organizations,native

and foreign,for 
 the publication 
 of information,exchanging

of literature 
ard experience 
for stimulating 
and developing

privatization and the 
new private activity.
 

V.Organics and salaries
 

l.-The 
 Director 
 General 
 of the National Agency
of Privatization 
is nominated 
and relieved from duty by 
the
Chairmanship 
of the Council 
of Ministers.The 
Director 
General
nominates specialists near the 
National Agency of Privatization,

chairmen of branches and specialists in districts.
 

2 .-Near the National Agency 
 of Privatization
Administrativ its
Council 
 is created 
 as an advising organ
the director general which 
of
 

is made 
up of a number of specialists
of the agency and its 
 branches 
 nominated by 
 the director
 
general.
 

.1. 



3.-The 
number 
of employees

National Agency of 

in the organics of the
Privatization 
 must
whom 7 clerks and 
be 10 persons,from


3 workers disciplined 
with organics with
a paying fund of 70 thousand leks.
 
4
 .-The monthly salaries 
 of the employees. of
National 
 Agency of the
Privatization 
 will be:for 
 the Director
General 1 200 leks,for the specialists I000 to 
1100 leks.
 
5
 .-The paying fund for 
the branches
Agency of the flational
of Privatization 
 in districts 
 and regions will
afforded be
by the approved 
fund 
of salaries 
of
committees the executiv
of the people's councils 
of districts
for and regions
the year l991.The number 
of employees 
for each districz
and region will 
be determined by 
the Director 
of 
the National
Agencyof Privatization and the chairman of the executiveconmmittee
 

of the People's Council of the district or region.
 

6
 .-The salary of 
 the chairman
the National Agency 
of the branch of
of Privatization 
in district
will and region
be the same with 
 that 
 of the section 
chiefs, whereas
the salaries 
of the 
 other employees 
of the branch
the will be
same with that of 
the specialists of 
the executive committee
 

sections of the districts.
 

7 .-The number 
 of the employees

and the in the organics
paying fund 
for the Preparatory 
Commission
Privatization of the
Process 
is included 
 the number
in of employees

of the Ministry of Economy.


8 .-The decision 
of the Council 
of Ministers 
n1138,
dat 3 .04.1991,,"For developing of private activity".

This decision comes 
into force at once.
 

CHAIRMAN OF THE COUNCIL OF MINISTERS
 

YLLI BUFI
 
TO THE MINISTRIES AND OTHER CENTRAL INSTITUTIONS TO THE
PLURALISTIC PROVISIONAL EXECUTIVECOMMITTEES 
OF DISTRICTS
 

N .Prot.2053 
 AND REGIONS
 
, 

Date.7.O9l1 SECRETARY GENERAL9 9 1 
Dr.TEODOR KARECO 



ANNEX Ill 

FOOD SECTOR PRIVATIZATION 

Context 

Privatization allows the economic incentive necessary to improve the operation ofthe system to work in the free market.of adjustment and causes so 
However, privatization is such a complex processmany externalities that it is more effective and efficient if itis implemented with nurturing.


privatization of each sector. 
There are also many different models available for the
Each approach has pros and cons and should be adapted tofit the needs of the enterprises, the region, and specific GOA requirements. 

Other issues and policy implications that need to be addressed as privatization
continues 

include: 

* Pricing and subsidies of production from state owned versus private firms; 
* The role of credit and outside direct investment in small, medium, andlarge enterprise development; 
* Retaining national food security, stability of exports, and controlling foreignexchange needs for inputs; and 
* How to provide technical assistance and training in management andoperations. 

The impact of potential price increases for food products also has to beconsidered. Politically it may be unacceptable to allow food prices to reach their marketlevels in the short run. To be effective in this environment privatization must not disruptthe food system or endanger food supplies.approach would be based 
The proposed strategy and pilot privatization

advantage. 
on careful study of each industry subsector and its comparativeThe program provides models for use by other enterprises as they privatize
and can be adapted as the methods that are most successful 
are demonstrated. 

Albania's distribution bottlenecks result from both antiquated capital resources
and a lack of incentives. 
 Private property and private enterprises offer moreto the productive work force than the centrally planned system. 
incentives 

For this reason it isconsidered essential that GOA begin privatization as soon as possible. This programproposes to accomplish this in the industrial segment of the food industry. 
One of the ways that farmers can address the lack of inputs and markets is toorganize into cooperatives. In addition to providing input supply and processingactivities the cooperative organization could -'so assurehis production. that the farmer has contracts forThe end user contract system will also help provide technical assistance 
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to farmers similar to the field representatives provided by contract productionorganizations in the United States. In addition, direct marketing activities such asfarmers markets could be developed in the short run. 
Markets and intermediation play a critical role in the privatization andimprovement of Albanian food systems. It will be necessary to thoroughly evaluate the

alternative systems to improve the efficiency of moving the farmer's goods to the 

existing marketing methods and linkages, and to determine the feasibility of establishing 
processor, and the final products to the domestic or export consumer. Importantlinkages that will be considered include interaction with organizational buyers throughprice setting, contracts, and inventory management; transportation; packaging availabilityand norms; storage for raw and processed products; how the industry will respond tocompetition within and outside the country; and planned 
new product or service
development. 

Scope of Work 

The scope of work for AID's food sector privatization program C.)nsists of a three­
phase program for providing advisory services to the government and to privateenterprises that includes: 
Phae A food sector strategy development that begins with assessment andevaluation to provide an inventory of resources available consideringcomparative advantage, and the integration already present in theeconomy, and ends with tvraget identification. 

Provide an assessment of enterprises and assets that are available inthe food sector assign relative values, identify linkages, assess theirpotential for growth and contribution to the export market, andprioritize them based on their attractiveness for privatization. 
* Inventory enterprises based on their importance to improving thedistribution of food in the economy and enhancing the potential forexport. 

* Target the enterprises that have the highest priority for privatizationbased on their ability to provide employment and economic growthusing a triage process identified in the strategy. 
0 Develop a strategy that includes targets for privatization in theproduction, processing, and distribution sectors. 
* Develop an ad hoc task force made up of local consvlting 
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specialists, university representatives, staff from the Finance, Food,and Agriculture Ministries, local and regional governmentprivatization personnel, and other key cor.,ensus contacts. 
An implementation phase that includes compovents consisting ofestablishing input cooperatives to replace the existing over-centralizedsupply links of the current system, privatizing target processors as models,and developing intermediation linkages that will improve internaldistribution and access to available markets outside Albania. 

* Provide advisors to assist in enterprise privatization, managementdevelopment, and restructuring. 
* Ideatify and incorporate appropriate technical assistance from U.S.agribusinesses that have unique capabilities to transfer technology oroperations capability to the sector. 

o Identify and target potential foreign investors in the industry, begindeveloping their awareness of the market, and introduce them to itthrough internships and technical assistance cooperation.P e : Continuation of the implementation phase with long term advisors to theMinistry of Agriculture to privatize remaining targeted firms, to provideadvice on ways to smooth the process of transition for enterprise units thatcannot be privatized for whasfrer reason, and assist the ministries inpromoting foreign direct investment. 

Provide support to the Ministry of Economy and the Ministry ofAgriculture in preparing necessary information on the businessesthat have investment potential and supplying this information tothem. 

Develop media and information programs to make potential
investors aware of the opportunities in Albania.
 
The phase I scope is well-defined and represents tasks from which an


plan can be developed for implementation. initial work
The scope described for phases II and III 
are representative of the actions planned for these parts of the program. The full
 
definition of the scope for phases [I and III will occur as part of the recommendations

resulting from phase I and will depend on the data collection and analysis of that phase.
This will allow the later phases of the program to be tightly targeted to those actions 
identified to be most productive in meeting the goals of the Albanian government forprivatization. 
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Program Benefits 

This program has been designed to have broad and long lasting effects in the foodand agribusiness sector if Albania. The elements of the program have been designed tobe sustainable and able to be duplicated. The key benefits that will be derived from theproject include: 

* Pilot privatized processing, distribution, and production enterprises; 
0 A functioning wholesale/retail distribution system capable of being

replicated; 
0 Domestic market development for the industry including retail market 

development and support; 
* Export markets developed for processed products;
 
* 
 Pilot privatized supply cooperative to replace the existing centrally

controlled allocation system for inputs; 
Relationships with U.S. agribusinesses for: 

" internships for training support
* technical assistance to the industry

" potential investment and joint venture interest.
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