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INTRODUCTION

Deloitte & Toucke, 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 Privatization, Mr. Veli
Mullaraj anu 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, IMF, 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 und medium-term responses. The section expands on a strategy
for indirect privatization, enterprise development needs, and food sector privatization.



SECTION ONE

EXECUTIVE SUMMARY

Like other formerly communist East European countries. Albania is experiencing the
difficult transition from dictatorship and a command economy to democracy and a market
economy. The country has encountered many obstacies along this path since the overthrow
of former leader Enver Hoxha, not the least of which was the resignation of the successor
government in December 1991. Albania's predicament is, in many ways, worse than that of
countries such as Romania and Bulgaria and may more closely resemble some of the
republics of the former Soviet Union. Not only is Albania more backward economucally, but
the 45 years of communist isolationism have had a devastating impact. Despite abundant
labor, 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capital is small and outdated.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 ezsier to help financially; its
tourist attractions and closeness to Western Europe; its labor force, which is paid the lowest
wage of all of Europe; is untapped natural resources; and its enthusiasm for making the
concept of economic transformation a reality. The country’s economic growth will depend
on raising Albania’s low capiial-labor ratio that can occur only by relatively large doses of
foreign 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’s
future is for Albanians 19 "regain their sel.-confidence by helping their governmen: take
concrete steps toward economic reforms, since it is they who must rebuild their life and this
will 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 and

equipment, negative value-added enterprises, policy and legislative deficiencies, and adverse
political and social impacts, Albania is well suited—- and AID well positioned-- to consider



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's
approach 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 these
indirect 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 privatization {ront, there is a need
to create an appropriate environment for entrepreneurship. Increased private sector activity
from start-up enterprises and state-owned enterprise (SOE) fragmentation will help to absorb
unemployment, 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. Start-
up enterprises and their owners will require special attention. AID should begin by
addressing the overwhelming barriers to entrepreneurship currently in place in Albania. The
focus 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 or
food 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 ievel, as well as appropriate
training. Little attention is paid to distribution systems, market development/ creation or
intermediation. Commercialization of the food sector creates the necessary linkages from the
producer to the consumer. Only via privatization and commercialization of this important
sector can Albania move its economy forward and ensure the security of its food supply for
its 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:

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



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.

o Sending up to five sector-specific rapid reconnaissance missions to identify
appropriate targets of opportunity and begin exploring possible interested 1J.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 enterprise development specialist tasked with planning AID's
assistance to the emerging businesz 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.

o 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 I, 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 tiis 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.



SECTION TWO

RECENT ECONOMIC DEVELOPMENTS

During the past year, Albania's economy has entered a massive depression, with gross
domestic product falling 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
tront. For example, about 78 percent of the land has been pnivatized, and is now, for the
first time since communism, being planted. However, the collectivized farmers
"spontaneously privatized" 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 sniall sheps 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 courtry 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 nesds. Such a strategy is well-suited to AID
interventions because indirect privatization is less sensitive politically and less intrusive.



LEGAL AND REGULATORY ENVIRONMENT

As of September 199!, the following laws and decisions were available (in
translation) and are included as Annex 1.

Laws

#7512 8/10/91 "On Sanctioning and Protection of Private
Property, Free Initiative of [ndependent Private
Activities and Privatization."

#7491 4/29/91 “On the Land"
Decision
#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 8/28/51 "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 not
included in Annex II: Law on Foreign Investment; Decree on the Economiic Activity of
Enterprises with Participation of Foreign Capital (#7407); Decree on the Albanian
Commercial Bank (#7493); Decision About Permission on Exercise of Commercial Activity
in Lek by Foreign Natural and Juridical Persons (#271); Decision About Export-Import
Regime 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 implementation
procedures, and strong ministerial/ govemment support -- a government in transition rarely
makes for healthy regulatory policy. The interim govermment has not focussed on creating a
strong implementing body. leaving this to the successor government which is expected to be
clected in early March. [f progress 1s not made in the legal and regulatory area, economic
reform will continue to proceed at a slow pace. Successful economic transition,
privatization, private sector development, and social improvements hinge on the
implementation of sound laws, Although the World Bank is addressing legal framework
Issues in its overall program, AID may want to include in the scope of the next team to visit
Albania an investigation of progress in this area, Specifically, AID should require a
thorough examination of the headway made in these areas:

° Enabling Environment-- Private property rights, efficient government
administration, legal and accounting system, infrastructure:

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

° Foreign Exchange Rate-- Market determined exchange rate, minjmal exchange
controls;
° Financial Market Liberalization-- Market-driven real interest rates, minimal

preferential interest raies, equal access 10 capital.

Other policy initiatives necessary to advancing Albania’s economy and implementing
AID’s strategy are: privatization 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 sirategy, it should coordinate
closely with other donor programs. Coordination permits maximum impact and eliminates
duplication. In addition to AID, the two most important donor programs are those of the
European Bank for Reconstruction and Development (EBRD) and the World Bank.

EBRD'’s current strategy focuses on technical assistance and preparation of projects in
the areas of telecommunications, tourism, transport, energy, and environment. EBRD hopes
to cooperate with other international institutions, particularly in the area of agriculture and
food systems. Specifically, EBRD has expressed interest in co-financing a project with AID
in this area.



Another sector in which EBRD plans to become actively involved is the commercial
banking system. Albania's banking system is unable to provide the necessary services and
resources for the needs of a market cconomy. EBRD will focus its initia] assistance on:

° establishing accounting standards and procedures of commercial banks;

° creating an efficient national payment clearing center between the three newly
created commercial banks:

° supporting the Albanian Commercial Bank in the development of management
logistics, business plans and information systems, and the training of bank
experts.

The World Bank has sent numerous missions to Tirana since May 1991. The Bank's
program, much of which is under implementation, 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;

e remove all imposed barriers to internal trade;

° allow prices to be market determined;

L remove barriers to external trade and competition; and
© set up a system of currency convertibility.



SECTION THREE

INDIRECT APPROACHES TO PRIVATIZATION

Many different programs for privatization are on the agenda in the former state-run
economies of Central and Eastern Europe, Gut three forms have been dominant in the
strategies 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’s
SOEs 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 of
ownership rights, slow "readying" of enterprises for sale, weakness of surrounding legal and
regulatery institutions, lack of local buyers, hesitancy about selling to foreigners, difficulties
of asset valuation, resistance by workers, bureaucrats and politicians, the antiquated
technology, and inefficient work practices in many industrial enterprises. These factors
invoke doubts about their ability to survive in a reasonably competitive environment.
[mpediments to successful divestiture are overwhelming in Albania. For example, Minster
Ruli 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 closings
gradually due to the anticipated negative political and social impact. The government's
cautious approach fits nicely with the methodology of indirect privatization.

Privatization strategy presents one of the most difficult of the many dilemmas that
Albania will face in its transition to a market system. The obstacles and pitfalls that
surround divestiture efforts tend to dilute political enthusiasm for this instrument. The result:

® a loss of vigor in the privatization program;



o back-pedalling on subsidization of SOEs:

o 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, AID
needs to define for itself a strategy of assistance in this area that promises to accelerate
Albania’s process cf privatization and increase its impact on efficiency and growth. Donor
programs should expedite the process of economic transformation. In Albania’s case,
however, they should employ different methodologies such 2s indirect privatization and
enterprise 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 the
framing 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 it
has in Poland, Hungary, CSFR, and Russia. Hence the need for a second leg in AID’s
strategy of assistance for privatization in Albania. This second strategic element should be a
greater emphasis on non-divestiture types of privatization and indirect methods of divestiture.
These have great promise for speeding up the privatization 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 as
early as possible, the urgency of "readying" enterprises for sale, the need for care in
targeting and sequencing, and for avoidance of granting deal sweeteners that erode
competition. Much is known also about choice of modalities, about appropriate
administrative structures for implementation, about the need to emphasize the economic
benefits and to persuade public opinion about them, and about how important it is to
associate local management and workers fully in the process.

Instruments of Indirect Privatization

The instruments in question are highly diverse: management contracts and leases with
or 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 vut 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 scme of these approaches.

® 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.

o 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 poceniial--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.

o "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 privatizaticn.” 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.

o 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 serviczs. Yet it is still relatively little vsed in much of the world,
and would seem to have particular relevance for ex-centrally-plained 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 sidestep
many of the thorny probiems involved in sale of state assets (valuation, ambiguities in
ownership rules. ideological objections to disposing of the state's property). Another is that
they can bc scaled to the available entrepreneurial and managerial pool, and that they help
strengthen business competence. State sector efficiency rises: by selling suitable operations
to private agents, or contracting out these operations, the state enterprise or government
dgency concentrates its energies op priority tasks and hence does them better. At the same
time, opportunities are created for nascent entrepreneurs and managers, who can none their
skills in the new competitive environmeris. The direct link to enterprise development that
indirect privatization provides is critical to Albania’s economic transition. This link i1s less
obvious in traditional privatization ‘ransactions.

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

e the early identification of privatization with divestiture;

° 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 potentiai 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 responsible
for the framing and implementation of privatization policies, in order to increase GOA
sensitivity to the potential of indirect privatization. Instead of only concentrating on finding
targets for traditional divestiture, the government should also look for targets where indirect
privatization would hasten the process of economic transformation.

Altering of perspectives should gO even deeper. Every state enterprise, every public
agency, has to be seen riot as a seamless organization but rather as a collection of discrete
but linked activities, any one of which might be privatized in whole or in part. Thus
effective future privatizers should look at an Albanian port, to take one example, and see not
a single entity, but a collection of separable units, each a potential fragment to be sold off or
to 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 barkers and
consultants rather than those of investment bankers. These specialists are more abundant in
number and available at a [ower cost to AID. This approach would give new meaning to
privatization strategizing, ar:d new importance (o those who are equipped to do it.

A central part of an indirect privatization approach is to develop a rapid
reconnaissance methodology in order 1o assess Albania’s general policy and nstitutiona!
climate for privatization and seek out targets of opportunity, particuiarly of the less obvious,
nond:vestiture type. Follow-up missions might be highly sectoral in iocus, since
management contracts, peripheral privatizations, or contracting-out possibilities, among
others, tend to be sector- or industry-specific. AID might consider sending numerous multi-
disciplinary teams covering a vanety 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 results, 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 and
stimulates private secror deveiopment for new entrants to the market. Ideally, the team
members would be responsible, when appropriate, for contacting potential .S, partners or
suppliers of technical assistance on their returr: from the field. In this way, the team
continues to play a role in facilitating the deal. The smailer pieces of large conglomerates
will be more attractive 1o U.S. partners, given the fact that firms have proven to be risk
adverse to very large deals. It is unlikely that most U.S. firms would be interested in
investments over $3 million. In addition to the food industry, AID could target other
industries for rapid reconnaissance such as the mining industry (important because of
Albania’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 a
political and economic standpoint, is crucial to Albania’s transition (0 a market-based
economy. Too often policy makers focus only on divestiture or privatization as a means to
economic restructuring or reform. What of start-up enterprises or the small firms that
©merge as a result of fragmentation? As Albania's small shops continue to be auctioned and
larger businesses break up into smaller companies, the number of small firms requiring
assistance will bailoon.

GOA projections at the time of the field visits indicated that in the period from
September to December of 1991, the number of small firms (0-100 employees) in the food
processing 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: 12/31/91
0-100 101-500 | over S00 | Total 0-100 101-500 | over 500 | Total
OIL 1 8 22 31 | 9 22 32
MINING 1 12 29 41 1 28 29 58
METALLURGY - 2 8 10 l 2 9 12
ENERGY 2 9 3 14 2 9 3 14
CHEMICALS . 2 4 6 { 3 5 9
MECHANICS 2 43 22 67 6 74 15 100
BUILDING - 25 36 61 1 58 16 75
_EAPER 1 4 1 6 2 4 2 8
WOOD - 26 16 42 - 37 17 54
FOQD*» 1is* 67 39 117 9Qs* 41 35 166
LIGHT IND. 1 12 50 63 2 49 57 108
TOTAL 18 210 230 458 107 319 210 636

Officials concurred that Albania’s present system is not designed to answer the needs
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of thie small business owner. Barriers to entry result from both the economic system (current
chaos, depleted capital resources, and high cost of entry), and policy deficiencies (banking
and legislative). Officials believe that technical assistance to address policy barriers is
critical 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 a
program to address the barrers to entrepreneurship. Such a strategy is compatible with the
indirect privatization approach which encourages entrepreneurship and supports employment
and income generation more readily than traditional divestiture programs. Some of the
impediments to small business development include:

° Outdated labor laws and excessive Social Security rates which restrict business
expansion and job creation,

e 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, inefficient
financial systems. Banks cater to big business and are not interested in the
small entrepreneur.

° Forty-five years of disinformation regarding private enterprise, coupled with a
deteriorating economy, fosters negative public attitudes about entrepreneurship.

® Limited business knowledge and a dearth of trained managers and bankers.

L Absence of a legal system which defines property rigits clzarly, documents
titles, 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 there
was no Ministry for Small Business. To get the level of attention he believed this initiative
deserved, 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 in
enterprise development that results from both fragmentation and start-up initiatives. The
advisor would assist GOA in:
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° Developing a favorable legal, policy, and regulatory environment that
encourages, and provides positive incentives for small business organization.

o Encouraging an effective financial system that is capable of providing the
financial services that small businesses require to operate efficiently. This
includes development of the financial Sysiem at both the macroeconomic level
(national policies, deposit insurance, regulation, clearing house facilities, and
capital markets) and the institutional leve] (improving services, reducing costs
and developing a capability among bank officials to profitably make, scrvice
and collect small enterprise loans),

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

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

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

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

Albania’s emerging private sector will prove vital to economic transformarion
currently underway. As the sector grows, it will have greater and greater capability to
ahsorb 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 and
reorganizing its production, intermediation, and distribution Systems as the other emerging
Central and East European countries. Competition for markets can be expected to increase
dramatically. The success stories will be countries who restructure their industries to be
efficient producers and distributors, while exhibiting flexibility to respond to economic
changes that the centrally planned system is unable to do.

Conversations with then-Minister of Finance Ruli and then-Minister of Food Ahmeti
revealed that they believe the fuod processing indusiry to be one of the most viable, urgent,
and likely candidates for privatization. Factory visits were organized and based on this
belief. Of six factory visits, three were in the food processing sector: Bread Factory #2 of
Tirana; Beverages and Wine Factory of Durres; and T obacco-Cigarette Factory of Durres.
Although the physical facilities of all three were in a state of disrepair and lacked sanitary
standards, 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)

o Meat and dai' y processing (50 enterprises)

® Tobacco and cigarette manufacturing and herbs (12 enierprises)

Minister Ahmeti believes the fourth category has the highest export potential and the
Ueverage category the second highest. Currently, Albania exports sage to the United States.
The herb industry, in addition to being high value-added, 1s very labor intensive and
therefore highly successfu} in Albania. A food-based rapid reconnaissance mission to
identify targets of opportunity in the herb sub-sector would contact U.S. ftrms such as
McCormick 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 first
to begin privatization. Small bakeries and confectioners are also privatizing,

Challenges currently facing Albania’s food sector as it begins reorganization include

food shortages, lack of imported inputs, loss of export markets, disorientation of the links
between 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 approach to AID's overal]
privatization strategy for Albania would provide an integrated sector specific privatization/
commercialization opportunity.

The goal of AID’s food sector privetization strategy would be to increase the
contribution of the food sector to the national economy on a sustainable basis. AID could
achieve this goal through a targeted technical assistance program including technology
transfer, pilot privatization, market development, enterprise restructuring and development,
and foreign business cooperation and investment. Any activities in food sector privatization
and commercialization should operate under the guidance of the Agency of Privatization with
technical support from both the Ministry of Finance and the Ministry of Food.

Food sector privatization will restructure industry operations to shift the management
focus from maximization of production to profit seeking, which will in turn improve industry
competitiveness to compete for export markets; increase reliability of supply to Albanian
consumers; and eliminate the rieed for state price and market intervention in the agribusiness
support sectors. Technology transfer to improve efficiency of resource use can be
accomplished by developing linkages between Albanian agribusiness and its Western
counterpart. Market development and improved intermediation is essential to improving the
hard cuitency flows from export markets as well as rationalizing the internal retail markeis
to improve distribution to consumers, Targeted business cooperation will encourage creative
solutions to privatization, technology transfer, and investment promotion. Investment
promotion provides the opportunity for retooling of the industry with assistance from
appropriate private, government, and multilatera] players to meet the new challenges
emerging from the restructured industry.

Central to an AID strategy is commercialization, assuring that privatization results in
economically 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 food
system because of its vital place in assuring the nation’s food supplies, its potential for
generating hard currency (or hard currency offsets), its role in employment, and the potential
for providing income growth to smail private farmers. The overall purpose of the program
is to: build the skills required to operate successful production, processing, and
intermediation enterprises in a market economy; improve the resource base of personnel and
knowledge 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. Annex
III outlines the full scope of work for each phase. The broad objectives of this program are
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to provide comparative analysis of enterprises and markets for privatization, advisory
services 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, €xport market potential,
internal food needs, and the potential for growth from restnucturing.

Develop new strategies for processing, packaging, distribution, and
intermediation that overcome the existing bottienecks 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 for
individual private farmers and for cooperative groups.

Actively encourage foreign direct participation in development of Albania's
food 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 a
large part of the industry over a planned three-year period.

The program provides direct technical assistance to the Agency of Privatization as
well as Ministries of Finance and Food as they begin planning for privatization. The
program should supply a medium-term advisor to assist with integration, inicrmediation, and
policy issues. Another short-term advisor would manage the process during the short-term
evaluations and technical assistance to avoid the drain on ministry resources when redundant
information and meetings are required by multiple teams.
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ANNEX ]
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Deputy Prime Minister--Minister of Economics
Minister of Finance

Minstry of Economics

Minister of Agriculture

Ministry of Economics

Director, Agency of Privatization
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Statistics Department

Ministry of Finance

Chairman, The Preparatory Commission for the Process of
Privatization

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



U.S. Embassy
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T. Miller

Other
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AID/Washington
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THE LA%W
ON SANCTIONING AND PROTECTICH OF PRIVATE FROPEZRTY, FREE INITIATIVE
OF INDEPZIDINT PRIVATF ACTIVITIES AND PRIVATIZATTAN

The Peopls's assembly of the Republic of Albania
in order to establish a new sconomic order and affectuate the ‘trar-
sition from a stats of controlled, central planned sconomy to zn

economic system based on free market Principles, in accordance with
Articles 10,11,12,13 and 15 of the Law lr. 7491, April 29,1991 "Cn
Fundamental Constitutional Disrostitions", at the proposal of the
Council of Ministers,

DECIDED:

Article 1

In the Republic ¢f Albania private property, free initiative,
independent private activities, the doing of business, foreizn invesi-
ments, the right to obtain and grant credits, the right to employ and
be empoyed, the privatization of state owned property and the entirs
process of converting the economy of the Republic of Albania from a st:
te controlled centralized planned economy to a free markst econony

are sanctioned and protscted.

Article 2

Albanian or foreign subjects exercise tha following private
activities (but not limited to) :



Article ¢

Local and foreigzn physical and juridical individuals erarci

iheir privats ecoromia activity with thsir own financial Zeang, throt
loans or issueing of sharss or other forng,

Article 5

The subjects mentioned in Articls 2 of this Law, are anti+lc
o carry out their privats activity following their registration in
ths court of the district whers they exerciss their activity,

In order to be registered, they mist dresent an aprlicatior ¢
the court, which includes the object of the activity, and when it is
about partnership, joint ventures, etc., also the contract Or asgrsere

and the statute of their activity,

The court sends a copy of the respective decision to ths fin
clal organ in its jurisdiction within ten days from the date ths dac:.
sion has been enacted and registers the immovabls property of the su-—
bject.

When by reasoned out decision of the court the application is
not accepted, the subjects are entitled to complain within ten days
from the announcemsnt of the dscision by the court of the second dezrs
whose decision is of a get form,

When the court doss not act within ten days from the presente
tion of the application, the licence is considered automatically arpre.
ved,

Article 6

Albanian or foreign private physical and juridical persons
vho exercise their activity according to law, set their own prices and
tariffs on production and services, on the basis of offer and demard,

For commoditiss and services or which competitivn is linited
because of the Donopol situation or difficulties and Scarcity in marke-
supplies, as well ag on some commodities and Services of prime necessi-



a) as irdividualg
b) as pariners
c) as collectives or cooreratives

d) with theestablishment of enterprises, corporations or w tn

limited liability, anonymous art othsr tossible fornms;

e) in the form of banks, charity foundations ard instituticonz

ard othsr possibls forms.
All the above activitiss ars regulated by law,
Article 3

All sectors of the econony are opened to private activiiy
including state owned institutions and other units, being converted pe

Private property in all fields of activity of irdustry, handicras:

!
agricul turs, building, iransport, banking Services, internal and egtsr-

nal trade, communal and other vitzl services, science, r:search, cul+.-

[ -

ral and artistic activities, law, charity, fourdations 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, telecommunication, forestry, water resources, motor-roads, rail-
ways, seaports, airports, air and railway transportation, nay be
subject to privatization on specific occasions as provided by law,

. The state owned enterprises and .units aforemenficneifin the
secord paragraph of this Article are free to set up joint venturs enter-
rises with foreign capital in conformity with the laws in force.
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for the people, tne Council of Uinisters, by special decree, s
rizum linits of prices ard tarifrs, The dzcision is in Iforce
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ons year the date of its proclamation.

ticle 7

Albanian and foreigsm privaie physical and juridical L2rsons
ensure the material-technical bass nNecessary for exercising their

e ba v -
-

activity, throush contrac!s with the state sectors, dirsctly in in

(]

free market or through foreign physical and juridical persons, in
condornity wiil ths legislation in power Zor the expori-imrort aciitit
Article 8

The Ministry of Finance determines the rules and regulations

Ve o

for economic-fiancial documentation, ths way to calculate fiscal contrs
itions and the time limit of its depositing, the control of ocligator;
social security of the private sector. It also defines the criteriz of
calculating profits for the local and foreign private physical amd jurid
dical persons who exercise Private activity in Albania.

Local or foreign private Physicel and juridical persons in ererci-

sing their activity hold regular accounts and have respective registers

in conformity with the specific law.
Article @

Albanian and foreign physical and juridical persons ars eniitl
to the right of having their respeciive accounts at the local and fo-

reign banks in Albania and pay off their obligations through then.

Local -r foreign privz!s physical and j.ridical persons ‘odge

their annuai balance sheet and profit and loss account at thed finance



saction at the local authority,

Articls 10

Private partnsrship is created through joining of capitals
by two or mors Albanian or foreien psrsons. Ths sconomic and financiz®
relations betwsen thsm are adjusted through ths contract concluiad
betwsen them. Ths contract specifies ths object of their activity,
the capital deposited by each member, the profit share of sach

pariner proportionate to his holdings, the duration of partnership,

the way of liquitation and othsr elements,

The partners shars the sams rights and obligations deriving
froz the partnership contracts, in cases of companies betwae:
individuals.

Article 11

The private aztivity by trads, manufacturing, service and
other collectives or cooperatives is conducted in conformity with
the statute and rules adpoted by them. Thess documents should Specify
the object of the activity, ths capital share, the way of organizatio:.
and management, the forms of distribution of revenues among
members, the rules of smployment and payment of non-member workers

as well as other rules concerning the economic-financial obligations.

Articls 12

The various share-holdlng enterprlses or companies created
" with monetary and material capltal with one or several Albanian or for:
ign individuals,as well as with shares,conduct their activity on ths



basis ci ths founding contract, ths statuts or ths rules adopiad &y
thsn which specify tha objsci of ths activity, the initial carpi:al,
administrative managsment, th2 economic-financial relations as wsll

as contractual employment and other relations.
Article 13

Joint venturss crzatsd betwesn stats - ownsd enterrrisas
or units and foreign privats subiscts, local orivats subjects, or

both local and foreign privats subjects, conduct their activity in

conformity with the contract and statuts adopfsd by them and raspsci:

ve law dispositions.
Article 14

The local or forsign private physical and Juridical parsons
can transfer possession or lsass to ths other local or forsign phy-
sical or juridical psrsonms, enterprisss units or various objacts

according to special contract betwesn them.

The transfer of possession or leass of ground, on vhich
thess objects are built,is sst by Article 21 of this Law.

Articls 15

Private activity is exsrcised in conformty with the dispe-
sitions in force on standards and quality, the control of weights
and measures, hygiens, working conditions, technical sacurity, envi-
ronent proisction, iste., 2rl is con‘rolled by state organs 2ssigned
to do this job.
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The Ministry of Foreign Economic Ralations in cooperatior

®ith ths Ministry of Zconomy, aftsr ths rrozlgation of this L
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and at ths beginning of each year, must define ths contigent of

export-import goods.

Article 17

Foreign individuals who exsrcise economic activity, havs

right to rspatriate Capital and profits in foreign currency.

Private physical and juridical psrsons who exsrciss 8COLC:
activity according to this Law, have the right to self-firancing i

leks and foreign currency.

The exchange of Albanian currency with foreign currsncy =
vice-versa is done in compliance with ths rate sst by ths Albanian

State Bank or in the free private foreign currency market,

Local and foreign private physical and juridical poersons
have the right to get credits in leks and foreign currency from th:
Albanian State Bank or othsr local or foreign, private or stats
banks,

Articls 18

The employment relations in ths private activity ars
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 doae by the private employer, who rigisters
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 securs
their smplcyses. Ths latter have all ths rights to the Law "On Soci

State Securitiss of the Republic of Albania".

Article 20

The employees that might result redundant in the process ¢
privatisation of ths state sector, ars troated according to spacizl

provisions on social assistancs.

Article 21

Local private physical and juridical persons are grantsd i:
possession building grounds against payment, snjoying also the righ
to buying and selling.

Forsign physical and juridical persons are grantsd buildin:
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
out by the above mentioned financial organ. The sums 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 exlstlng buildins of any kird are also the o.mers of thke grcuad
these bulldlngs occupy. When the latter are bought by the foreigners
they have the right of ownership onlv on the hilding, while the



iand, on which tne ouilding rises, is leasad according to tha ssa:

paragraph of this Articls.

Articls 22

The National Privatisation Agency is set up at ths Counci:
of Ministers for ihs transferring of the state ownership to private
omership. It is compstent for the managsment, organization and
coordination of work for the process of privatisation. It grants
the authorisation, announces the form, sets the time ang ths ordar
of the transition of objects of ths stats ovmership to privats

ownership.

The National Privatisation Agency cooperates with the Preg
ratory Commission for the Process of Privatisation at the Hinistry
Economy. This Commission coordinates the work with the Sub~ccmmissi
of privatisations set up at the ministries, institutions ang other
local power organs for ths evaluation of the object and the prepara
tion of the respective documentation, which is presented to ths
National Privatisation Agency. This Agency has the right to lease

state-owned objects.

Article 23

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

The valus of the s?ate property to be privatized is.diefine¢
by con;idering the phyéical condition, location ,the character of
production or service of the object.



The stats propsrty which is privatizss should not changs it:
Zsstination for two ysars. Ths changs of dastinaticn within this %5-:

1izit can be dons with ths permissicn of the National Privatisation

Ag3ncy.
Articls 24

Auction is organizad and announcad by ths Waticpal Privati

n

tion Agsncy. It is open, frss and equal to all. Ths participants at
an auction should pressnt documsnts of various forms recognized by

law, which prove thsir paying capacity.

Initially, physical and juridical persons of Albanian citizs
Ship . jare allowed to taks part at an auction. If ths object is
not sold in the second session of ths auctiogg9%ith the approval of
ths National Privatisation Agsncy, foreign physical and juridical ps:

sons take part at ths auction.

The evaluation ani sale of turnover means is dome at actuzl

wholesale stats prices at ths moment of thz sala.

The owner proclaimed by ths auction, gains the right to owm:
ship either through ths complats payment of ths valus of ths object,
or throughths partial payment of this value. hen ths paymsnt is par-
tial, the remaining part of ths valus of ths object is distributsd
freely or is sold to the ezisting employees in ths form of shares.
Ths part of the value of ths object which is distributed freely or i:
s0ld  to the employses, is defined by the National Privatisation
Agency. Ths part of ths valus of the object which is distributed fres
1y must not surpess 30 por cent of this value,

/e



Articls 25

The privatisation of ths state propsrty through ths sals of
sharss, is organizad and announced by ths National Privatisation

Agsncy which sets thes nominal valus of sharss.

The rulss for ths smission, distribution, protaction and 32!

of shares ars set by the Ministry of Financs in cooparation of ths
Albanian State Bank.

Article 25

Disputes in the rslations betwesn debtors and craditors
either state or private, resulting at ths momsnt of the transfsrring
of state enterprises or units to private propsriy, are ssttlsd thro-

ugh agresment between sides, and whan this is impossibls, through
the court,

Article 27

The revenues resulting from the transfer of the stata pro-

perty to private property ars dsposited to the state budgst.

Article 28

Foreign investment and private property of local or forsig:
physical and juridical persons, in ths territory of the Republic of
Albania, cannot be expropriated or nationalized and they ars not
subject to other measurss equal to nationalisation or expropriation

but for spscial cases in the interest of public use as against pay-
" mont and full reimbursemnt. '

Beimbursement, in cases msntioned in ths first paragraph



12,

of this Article, will bs 8qual eithsr to ths investment or ths valu:
of ths exprorriatsd or nationalized propesrty at ths dats ths SXrrI-

priation Las besn announced to ths sids to bs expropriated ani this
reimbursement will be paid without delay, togather with ths banking

intarests accumilatsd to the dats of payment. The reimburssmant is

fully realizables and fresly rsvokable,

In case reiumbursemsnt ig delayed, it is payed at a sum
which puts ths local or forsign physical or juridical person at a
position not lssg favourable that ths one he had befors, if this suz
would have been deposited at the date of oxpropriation or nationali.
sation. Conditions for the deposit of thig reimbursement mist bs

defined before the date of expropriation or nationalisation,

Article 29

The laws on expropriation or nationalisation or ény othar

related masure as woll as the sum of reimbursement may be mede an
object of investigation by the court,

Article 30

The Decrse Nr.7476, Narch 12, 1991 "On Permission and Pro::
tion of Private Property and Activity" as well as all other disposi -
tions which run countsr to this Lav, are abrogated.

Article 31

The Law entsres into force immediately.
[]

Tirana, August 10, 1991

Nr. of the Law: 7512
, CHAIRMAN OF THR PRESIDIUM

KASTRTOM ToTaver
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On the basis of'Article 15 of Zay no. 7491, dataed April\
/
29, 1951, von the main dispositiong 0% the Constitution“,

sal of the Council of Hinisters,

TRE PROPLL'S ASSEULLY

OW DHF zZyPU3LIC 7 ALBANIY

Ariicle 1

Land in the Lapublic of Aloenia ig divided inio :

a) Agriculiursl land occupicd vy field CXOps, fruit plania-
Tionag, vineyards and olives, whercvar they may Ls and irrogpectiva

y in thc.couutryside)in vz citieg or othow regidentisl

0) suud occupiel by roresis, pasiturags and neladovis;

c) non-agricultursl land 0ccupizd by econciic and gogio-

Culturel huildings, military unitg and the preaq around tiem; lend
bccupiud by dvelling housgg and thodiy courtyards, land fir gancrel
1ne (streceisg, higiieys, airports, roiluaya. sgquares, poriis, gar-

lans, gnorts EToundag, Camcterigs); rociy areas, coastal sandy
\reas, beachas; veter arsas (leauos, TuseTvoirz. ponds), verioug

enalg, rivers, 3vraanag, river-pedas, svampa;

T archaeolonical oui

arezs vwitin historieqnl

ildiags enc monuments)ctc.



%0 physical or juri

1dical Peraong, They
enjoy the Tight orf OVinersnip end all otlyen rigats ¢nvisaged in
this law,
The sale apc Purcahnse o< lend ig p:ohibifod.
Article'J
Agricultysr

al lend ig givan ag ovinership or rop usga to local
Juridical or Phyaical PEI30Ns  withous remdneration,

4Tvicle 4

Foreign Juri

dical or pPhiygical person
build op.

S ars rentegd lend to
The PUrpose angd Tarm of yag arae defined b special con-
tract.

The rent o7 the leng 13 sei Upon eszazgment o  tia Purvosg
0Z ugg, location ancé oihex- €conouic conditiong, in conformity with
the critgria 58% Ly <the Council o7 Linigsterg,

ATticln R

Upon divigion 0¥ %aaq lend, g Temilieg vihich havg been mon-
'ers of the airiculturgl C00perativa have tha Tight %o sccyda and

the qy dricultural lang par-

2erata on their ovn, bccoming ovincrag of
aining %o thgp Irom thg inoles of 44 sudject thay Viere mamberg of,

16 8izg and lDC”ulOD of thig lend ig auflnod by the land comn

1i-
sion.

In thg

0illy and mounieinous zonegy Vilere pepagant Inmilicg
nnot get the

ol n'**cultulrl lend, tja strita

10C03sary minimun

RCS MAGSUres apg . Gharaniees them ogjo au“rﬂcs °I livelinoeod
rou~rh anha-
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9y tha Council ¢ winisterg,
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Ariiclg iu
femilieg viliich Tdside in )4 Counirysidga Cut are nes
acr:y nf tia eZTriculiural COOperstivg €3 well a3 t.i05g
and. liva in 88Tricultyra; unterpriscs, are nivep 8Tilcultirgr la
for'usaj the gizg ¢l which ig Gafinegd by the Councii o7 Ministers
firticlg 37
A Govarnmen+ langd Comi.gssion g% tha Miuistry or Agricnliye,
land COommigsiognsg &% %the Clacutivg Conmitiaglyg and Moplerg coun-
¢lis of districts exd tin Ptoplgtg councilyg gy Villazug pyg get
Up o1 thg digtr Tibution of lond qg Ovlership op e ugg to juri-
dical or Paysical Ptraons, ang for the elimination of ¢ie racently
Craatag Coniusgion jip thig Tiald,
" The Tights cad dutieg oI Yl g Comniigngionyg &rae defipngg Dy

the Council of Ministcrs.

Prior collectivization Oinership, 9ize or bOUHdQ”i”J 0L the
land ElVGn TOr usg op ag ovinersiii o Juridicq] OT paysgicepl per-
3003 arq no+ Tecognizad,

ATiiclq -9

The gtatgq orsen Specinlizgq in 1n¢0¢mﬂtlon o the land ig

the langd gurvey 0ifica gt tha eupocuulvc Committang pf tlhie peoplats

council ot tag digtr ict,
P4

L
dArticle 3o
The lang Vihich ig &ivan ag O¥neraiip of for Use <o any

Juridical O pnygical Person ig Tegigteraed ip thy cadesgtral



as
“T/Bwnqrship 0T for ugg arae onliged T0 uqgq it only fpi- asrie

“n pPresaerva ang increegeg its prcductiva Capacit- to gyg:

*UJ'

Svallationg and 8QUuipment, No owvngr OF Usar phggq tla Tight +to pro-

hibpi d0ilier Ovwnexrs gngd U3ers fromp Usling thnig 0Guiging ;¢ and ingtq-

Articla 13
Dwellina Nousqg, €Conomic, socio-culturnl end any OChier
“/pa of buildina Qrg pujils Vithiy tiie bordoring line ({haq Y&llow
ling),

Land o Conatructipp 1s givapy Vita op Wilthout Temunerg~

Lion Qccordisg

«t

0 % Criferia S0¢ by tha Counciy or Hinintars.

It ig Prohiviteq to builq 8ny type or Projact QUutgidg tig
bordcring ling Vithoys Spaciagl decigigp 0 the Tasm ctivg compe—~
Tent °rgan,

Tna valug or tha lapg ig includag in the total Vaiue of

construction and &gsembly,

The construction ol buildin"s and otgyp Projects fop
Q -

Ariiclg 15
Any juridicas



Articla 15

Whan the juridical or Physical persons who B3t lend @3 cun) r-
ship or fFor usae, Ior coasiruction or for otiler economic acfiritias

dd aot raspgct the %e¢

H

m oI tha complction 0f tae projgct eccoirdinn
to the priorx Giracimensy, taey arg colined %o Pas aa enouns gaunl +g
the everags ennual rent o the land.
Article 17
Indugtrial and mingral refuga, viaterg witn a chiemical contapt

[
harmiul for egriculture, mus: pe ciaanigled and gathared in goecinl

r

pleces in order Provecs ths laad and +ig Plents, provens <.,

C=—-

o]

1lution of wasaer and not eadanger the life of bPeoole, animalsg ong
oirds. Tha location of guch places and the arga Wiere a prnject ig
to be built nead approvel. If this ig net given no congtruction or
functioning of {tihe projec: con begin.
It is prohibited %o denosit or bury any tgoe of dangerous
locally produced or imported refuss,
Arvicle 13
with the anproval or tho draft ideog and craa of cogfruc-
tion by tha Tegpscvive organ, tie land ig aiven ag ovinzrship or
€or uge to thosga vilo carry out ths coingvruction, but noi beforg 3
months aftaer work hag begun. The change in the cadastrol entry ig
made villan concroie wor!: beging.
i~ticle 19
Juridical o 9nysical persous arg denrived of their right
of ovnorship of wgg 0% vhe lend, in cases whan thin i3 needed by

the state for various projects, on the bagis of 4he epproval of

vhe rcspeciiva o0rgon. \Vinen tne 3taig occupias lend wirtici ig the
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land, Qisagreamentg'on tae exoun: 0 monay +, ba Tiinbursag Qg
9at%led by thg mnno

Articls 2o

rops/in €conomic,

socio-cultural, Social apg otheos
buildlngs is Comoensasgqg Toxr 0y tha Subject villicp liog Cauzed ipq
damega. Thg emount

ot compcnsation 19 gat by

the CXacutiyvg Coruni &
0T {iq districs Peozletg Couicil op tha bagig 0L {in Tool valyn,
Disagracmauts 0n tha amount o5 comncﬁsation.ara gciileqg by
thn’court.

The Orjang orf tia

07 thg Teapacti
Prohipjit OCcubatiogn or

in contrgvantioa of

vila Mempers of vhia Péople'g Couacily o7 T hn Te8gpaciivy JUrisdic-
tae ovnerg O ugers or the land, the lend syry
The lagal y-

ey offico,
ban planning sta’f gng tha Peovple'g Policqg grq o0hlizaq
“n egp Teports op vhie bagig ol which tha olfenier jj acsked tq
Ceturn thg land %o itg former 3tatg Viitnin 3 days- Uthcrwiso, tha
‘aport ig handgq over o

- TL: R B TR nfofhe villago, the cit- qunrter,
she city op the region, Viaich within 2 days decida on the dostruc—
tion o7 the objecs an thchnnd to its
The

5

Trrmer Stoca,

decigigp ig Implere tilg °T3an which hag toira

ntvad by

1 ik vltnip

[ o

878 frog it proclamation-

e ol fvominr 1a_



-7 -
= To the investigation organ viken *ha vielation is g penal
ccv and the dacizion oL the ragpecivg peoplae's council hos ne+
bean implemenied,
Ariicla 22
When toe lang 1 takan, occupied ogr demeged by g toizd periy,

. . (
vN& 0vnar or the user hag vae right PtTerneel to the coyrt

-y g

Articles 23
The persons vio act in coniravention of il dispositiong orf
thisz law and the soecial Gispositions of thd actg or the Counciz

Wiz GlesZion, wio do nos exnloit the lang Lhaw

o

oZ vilnistarg on %

llrva been givaen ag o%nexrsiip or for uag thamselvas pys trenafer

.
b
1T

Y0 @ third party, vho do pot taitds proteciive measuraa, build obje-

cvs wiithout authorization, vho do no% bring the land dack to usg

Cr . . , ) C A =
Vizthin the tern Sev in the coniract, and do not wiirorm the land su>

vey oifice on %tipa on the changeg in the state of e land they
Vil or uge withoyt Justifiad reasong, and when tioge viclationg dn
not constiturs 2enal acts, are charged by thg nead of thg lapd
Survey oifice -ip tha_distrig§ Viltih.a fine Irom 2000 to 9000 lekg
for administrative oifence,

| A anpeal can ba locdzed agoinnt w0 sentance within 10 daya
irom itg Proclamation or notvification to the head of t!q e:ecutive
comillttee of %he district pcople's council, the docigion of which

is final,

The pergnng wno, 1in conTrovery Ly, of lezal dispositiong,
°ccupy, damege or misusze land iy any form, earg prosecuted accourding
v0 the digpositions 0 the Penel Coda,

Article 24

The Criteria on %ha Aiwimsn.
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Ariicle 25

Agricultural land givenp &3 ovinarship on e 0e3is of ¢
lsw, isg inhsritaeg 8ccording to thg lagal disoositions °n inhexr:
tance whicp villl pa aoprnavad,

Levi no, 5886, detad ¥ab. 21, 1937 "On protection of tn
land", gg viall a3 g11 otnar Sua-lsgal di

8positions 0pposed +p

tais lay &re anaulled,
LArticlg 27
Tuisg 1

~aVi comzg3 immcdiatcly into forecg,

dirana, July 19, 1991

Ho. of 1ay: 7501

PRESIDEIY OF TIE R3ZUZLIC

Ramiz nlin
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PEOPLE®S SOCIALIST REPUBLIC OF ALBANIA
COUNCIL OF MINISTERS

DECISTIONVN :
No 433 dated 10.12.1990

ABouTrT
ESTABLISHMENT OF FUNCTIONING OF COMMISSION g GRANTING
EXPORT-IMPORT LICENCE OF Goops

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

DECIDETD

1. a1l enterprises, institutiong and agricultural anr
handicraft cooperativesg exXercising eXrort-import Activity, ape
obliged to Procure from the Ministry of foreign trade the respec-
tive licence On export-import gnods and commodities,

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

To this end, it is to be °stablished in the Ministry of
foreign trade the commission of granting fXport-import licenres
of goods, ag pPer the list attached to thisg decision.

2 The reqQueets to receive licence a4re made in ecom-
Pliance with the form enclosed, where the Froduction cosgt, the
purchuase-ssle benifit are given.

3. The Ministry of foreign trade. accerding ta  the
Judgement of the licence conmission. grants the 2nquirer with tha
respective export-import licence within 10 days from the date of
the receipt of the request.



4. A copy of the licence is sent to the General rys.
toms Directorate, which will eéxert the respective control of the

export-import goods in the custeoms points.

5. In the implementation nf this decisgion, the Minie-
try of foreign trade will issue the respective regulations ta
grant the licence nf export-import goods and commodities

- -T D

This decision enters immediately into forece.

CHAIRMAN OF THE COUNCIL OF MINISTERS
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REPUBLIC OF ALBANTA
COUNCIL OF MINISTERS

DECISIOUY
Nr.320, July 30,1991

ON
FOREIGN CURRENCY EXCHANT® RATES

At the proposal of the dinistry of Finances, the dinistry
of “conomy and the Albanian State Bank, the Council of Yinisters

1. 4s from September 10.1991 the foreign currsncy 8xChangs
rates in relation to the lek, for all activities in forsign currs:
will be defined by the Ministry of Finances, the uinistry of Zeonr
and the Albanian State 3ank,

2. ECU, the 33C monetary unit, will be the basis for workin
out the exchange rate of the lek with foreign currencies. Tor oths
freely convertible Toreign currencies, the State Bank will apply 4
Conjuctural relaticnship of thege foreign currencies in the foreig
currency market as against %77

The begiming of the exchange rate for all activities ip o}
ign currencies will be the ratio 1 ECU equal to 30 leks, which, =z
present correspond to 1 USD equal to 25 leks.

3. The difference between buying and selling foreign currer
rates as against the lek #ill be defined by the Albanian State 3z

4. Out of the foreign currency they obtain, the state enter
Prises are entitled to have at their disposal the amount to be ar
ved of by the Ministry of Zconomy and the Ministry of Finances in



2.

cooperation with the other respective central ministries and
institutions. The other part of the foreign currency will be sold
only in the Albanian State 3ank at the ezchangs rats in forcs.

5. The juridical and physical persons satisfy their demands
for foreign currenciss 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
commssion made of ths representatives of the banks, the Minigtry
of ¥inances, the Mfinistry of Economy and the Uinistryof Foreign Eco-
nomic Relations, after the requests ars examined also by the other
respective central ministries and institutions.

6.¥hen 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 inistry 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 Ministry of ¥inance will work out the effects of thz
change in foreign currency exchange rate, for the exchange valuse
in leks of non business expenses in foreign currency of various mi-
nistries and inétitutions, in the fourth quarter of this year.

8. To carry this decision into effect, the State Bank, in
cooperation with the iinistry of Finances and the sinistry of Eco-
pomy will issue respective instructions.

9. Item number 4 of the decision of the Council of Ministers
Nr.312 of November 11,1982 "On foreign currencies and precious me-
tals" as well as the decision of the Council of Minister Nr. 180 c:



3.

May 25.1990 "On the evaluantion of export-import for the five 72ar

period from 1991 to 1995", cease o apply.

Tois decision enters into force immediately.

CHAIRMANOF THE COUNCIL OF MINISTERS
TLLI BUFI

Prot. ¥r.2084

To linistries and other central institi-
September 9.1991

tions, the Provisional Pluralistic Zzece.
tive Committees in districts and regions

-

General Secretary
Dr.Teodor Ilareco



THE REFUELIC GF ALEANMIA

The Council of Ministers
DECISIOn
M. 255 datrd 2.8.1971
aM
THE CRITERIA OF DISTRIEBUTING THE AGRICULTURAL LAND

In implementaticon of article 24 of the law No. 70351 ,dated

July 19,199 "'0n the land’ "and Upon the prapeosal of the Ministry

of Agriculture,the Council gf Ministers
DECIDED:

1.The land is distributed according to the Presant
state cf the acreage possessed by the agricul tural Cloperati ve
and per capita, '

For the agricultural.cooperatives which ag Subjects are
made up of more than one village ,the land coemmission in the
district definec the agricultural lands of every village,building
up Just Proportions of the acreage of land Per capita of each

village with that On a cooperative scale.

2.In all the cases the land ig distributed
Proportionally tg each family per capita on August 1,199,

The number of nersans of the agricul tural Cocperative
member family will include all its membere children,pupils,
students,military MeEn,pensicners,members of the ccoperativist
families working on Provisicnal contract and the refugees,decspite
their sex,encluding those Famiiy members who at the mament of
land distribution are in permanent working relations with
the state ar pPrivate sector.

The Cacperativigt family membere whg are in
Permanent working relations with the state or the private
owners,will pe given as Property half the 1land Per capita that

belongs tg 2ach member of the agricul tural cooperative ,but no moere



than 1 dynym(one tenth of the hectarn) “ill be given as prronerty,
3. The other families residing in the countryside ,but

which are not membersg of the agricul tural Cocperative will pe diven

for use half the lang PEr capita that belongs to the Cooperative

member, but no mare than 4 dymnym per family.

4. The agricultural 1and within the yellow line which
is not vet occupied by Buildings and vYards,is naot to be
distributed or given as A praoperty. These lands are given for

temporary use By the executive committee of the People ‘s counci]

of the village.

S.The distribution of the land above and under water will
be made:

al Ly converting the 1and under and abpve Water to the

ratio of 1 to 1.5 up tao 2.

b) Ry porportionally distributing the abowve angd under wate

land in sSeparate plote according to the number of porsonc.
b6. The distribution of the land according to itg

slope will be made by converting the flat land with the sloping

one in the Follcwing ratios:

])0-10 % slope the coefficient |

b)11-25% " " €.8
C) 26-407% " " Q.7
d)over 30y o " .6

7.In those districts in which the impravement of the
land is carried out ,uwhich takes into Consideration itg fertility
and slope,the land'g distribution is made on the basis of the

Classes of the land's improvement (in this case the point & criterion
1s not used)

The conversion Coefficiente according to the classes
ares

a)Class I angd Il the coefficient 1,25

bi)Class 117 and Iy 1,0



c)Class V " 0,8
d)Class YI and YII " a,7
2)Class VIII,IX,X " 0,4

B.The distribution of the land Flanted to frujis

trees(orchards,vineyards,olive trees) is made:

dalaccording to the criteria of the arable land,acccunting

also the fruit trees,

blky distributing the acreage of fruit trees

plantations to every family according to the number of persons,

?.The green houses covered lands are distributed alilke
the otrer lands and are considered as part of the acreage belonging
per capita.The green rFouces are estimated by commissicn and are

Paid by those whom they are giwven to.

10.The lands which for the time being are utilized
by the research-scientific institutionsg sdespite their
place,are not distributed and remain at their disposal.

This decisimn enters into force immediately.

THE CHAIRMAN QF THE councIL aF MINISTERS

YLLI BUFI
Prot.no.1475/1

Date August s 31971



REPUBLIC OF ALBANIA
COUNCIL OF MINISTERS

DECISION

No 269 DATED 8.8.1991

ABOUT

IMPORT OF FOOD ARTICLES AND OTHER BROAD CONSUMPTICHN
GOODS AND COMMOPITIES 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
DECIDETD:
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 commodities 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 MINISTERS

DECISION
No 330 date Ausust 28.199]

On

The definine of retail vrices of fuels, lubrificant

0ils and other byproducts of petrolium

Upon the proposal of the Ministry of Mineral and Ener
cal Resources , ths Council of Ministers.

DECIDED

1. The retail prices of fuels produced in the Country
or imported, for the albanian physical or juridical persons ars

d efined in accordance with the list here conjoined:The maximum

price limits on the petroleum byproducts are defined in accordance
with the 1ist no 2 here conjeined.

2.The Ministry of Finance and the Ministry of Mineral
and Bnergetical Resourses dsfines the prices of petrolsum by produ
below the settled limits in the 1list no 2 here conjoimed,

3. The foreign juridical and physical persons who buy
fuels,lubrificant 0ils and other petrolium by products within the
territory of 7 Albamia, the sals is made in free convertable hard
cusrency accepted by the State Bank of Albania, the enterprices of
the system of mineral ang energetical resources;in accordance with
the instructions issusd by the Ministry of Mineral and Energstical
Resourses and the Ministry of Finance.

4.The Ministry of Finance and the Ministrv of tha Minara
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currency ,r the retail prices of fusls and lubrificant oils of
foreign physical and juridical persons, take into consideratior
prices of the neighbouring countriss. Thase prices ars revised
month and notified the last day of the preceding month,

O9. The sale of fuels » lubrificant oils ang other petrolsu
byproducts in lek for the foreign vehiclss 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 Ministry of Mineral and
Energitical Resources are charged with the 1ssuing of the appro
elate 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 sucolying with fuels, lubrific:
0ils of the planes, ships and other foreign vehicles to ths o
Minergoimpex ‘1s abrogated.
This decision takes effsct op Octobre.1.1991.

THE PRIME MINISTER
YLLI BUFI
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T vauasug copy

1.Varvoline

<. 0il SAE 30,40 import
3.0il SAE 30,40 homs product
4. Car oil 10,20,230, 40
9.0IL sS4 £9,35,45,55

6.00i1 DP 11 angd P 14

7. Aftol 0il 10, 18

- 8. Compressor oil 13 19

9. Turbins ojl 2, 32, 46, 57
10.Cilindar oil 24, 38
11.Sinking o0il

12.Amisol o0il

13.0i1 85 W/90

14.0rms oil

15. Import greass

16.Hom greass

17.S0lidol grease

18.50lar

19, Mazut

'20.Bitumen in barrel
2l.Liquid Bitumen-
<2.Petrolium Coke
23, Tolual

c4.Liquid gas
25.Brakes alcohol
26.Alcohol

27 Sulphur

1"

1"

"

"

"t

"

"

"

"t

16.!
26, (
S.¢
2.8
4.C
3.C
1,5
6.5
6.5
35. O
6.5



2.

Ths measuring . The rstaj:
uni Prics in 1.
18. Rock o0il TS-1 litra 7.00
19. Tock oil for Irivats use " 6.00
Wholesals vprices of fusls
Measuring Retail pri
The nams unit in lsk
l. Benzing 45-50 octan liter 3.50
2. Benzine 60-70 octan " 6.00
3. Benzins 96 octan " 9.50
4. Gazoil ‘ " 6.00
5. Rock oil for the poopls " 1.20



REPUBLIC OF ALBANIA
COUNCIL OF MINTSTERS

DECISION
Nr.328, August 29, 1991
ON

ESTABLISHMENT OF THE FOREIGN INVESTMENT 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 as
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 prograr
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, presents them to the dMinistry 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 “ramework of state credits.

f) It establishes contacts and relations with similar orge
nisme of other countries and when asked, it performs representative

functions.
BEST AVAILABLE COPY
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g) It promotes investments, especially when they are made
with the full.or-partial participation of foreign investors,

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

1) 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 raspectively on to enterprises that carry out foreign
trade activities.and are dependent on the other central ministries an
institutions, according to the object or field of activity they cover
The transition ot the activities of Teknoimport enterprise will be do
according to the agreements between the Ministry of Foreign Kconomic
Relations and other respective central ministries and institutions. .

The obligations that result to Telmoimport until Uctober 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 regis*ered workers, the wage fund, the pl:
of foreign currency financial expenses of non business activities and
the inventory of movables and immovables of Teknoimport passes on to
the Foreign Investiment Agency.

9. The Ministry of Foreign Economic Helations and the Exe-
cutive Committesof 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.

concerned will exercise its activity by self-financing, meeting all
' ~expenses with the income it will have;

7. The activity of the Foreign Investmant Agency is carr

out according to rules and regulations approved by the Ministry of
Foraign Economic Belations.

This decision enters into force immediately.,

CHAIRMAN OF THE COUNCIL OF MINIST
YLLI BUFI



REPUBLIC OF ALBANIA
Council of Ministers

DECISION
Nr.307 date 29.08.1991
ON

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

Carrying out the law n° 7512, date 10.08.1991 von
Sanctioning and protecting the private property, free lnitiative
and the indipendent private activities", the Council of Ministers

DECIDED:

I.-The National Agency of Privatization near the
Council of Ministers is an eéxecutive organ Specialized on
directing,organizing and incorporating the work for the process

of pPrivatization.The 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 of
the Privatization Process near the Ministry of Economy on
the problems of transition of the state property into private
Property.

Gives the authorization,determines the time and
tre turn of the transition of the state property into private
property,excluding those which are under the competence of



4.-Informs the public on the necessary technical,eccono
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 pbopaty which 1is 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.

11.-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 dispositions
inforce' for the problems of privatization till their nullifica-
tion.

12.-Controls the work for the evaluating of the
enterprises and the other state units which pass on fron
the state property to the private one and asks for the data
and technical-economic and financial information on them.

.
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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 in the enterprises and the stats

units tHat are being privatized till their transition +o
the propertyof private physical and juridical persons.

14.-Gives ideas and makes proposals for the projects
of the legal and underlegal acts prepared by the ministries
and other central institutions on privatization,before these
pProjects are suomitted. for revision and approval in the Council
of Ministers or in the People's Assembly.

15.-Directs and controls its branches in districts.

16.-Creates a special fund for the material stimulation
of the Agency employees 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 each
object which is being 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 informa-
tion and the necessary papers for the prcblems 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 has these 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 mauction of the physical
and juridical persons with Albanian nationality.In caces
when objects are not soid 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.-0Organizes and declares the auction in accordance
Qith the corresponding order on this problem.
4.-Gives the authorization,determines the Lime
and turn of the transition of the state Property into Private
property for the units of trade,craftsmanship.services,as
well as the means of the road and watery transport.

S.-Takes the thought of the directing councils
of the trade unions before Proposing the form, time and tupn
of privatization.

IV.-The Preparatory Commission of the Privatization
Process near the Ministry of Economy hag these main rights
and duties:

l.-Cooperates with the undercommissions of privatiza-
tion in the ministry and other central institutions and of
the organs of the 1local power for the analitical analysis
ol the turn and the periods of privatization of the branches,

Sectors, enterprises and other state units of the corresponding
dependance.

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

which will Pass on from istate property into private property.
3.-Submits to the Hational Agency of Privatization
the documentation and the elaborated ang Summed materials

State units from state Property into private property.This
documentation has’ to include data for the results of the
enterprise, the activity and the evaluation of the state property,
technical—economic and financial figures which reprecent
its actual efectivity in the market,its way,form part and
time Proposed for privatization,number of workers,territory,

data on the way state hasg become its POSsessor and problems
linked with it,ete.

Gy
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4.-Asks and takes from the ministries angd 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 and studies
needed for the transition of the state property into private
property.

S.~Helps,controls and advises the undercommissions
of privatization created 1in the ministries,in 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 iimprovement
of 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 minis-
tries 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 and experience for stimulating and developing
privatization and the new private activity.

V.Organics and salaries

1.-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 its
Administrativ Council 1is created as an advising organ of
the director general which is made up of a number of specialists

of the agency and its branches nominated by the director
general.



3.~The number of emplcyees in the organics or the
National Agency of Privatization must be 10 persons, from
whom 7 clerks "and 3 workers disciplined wlth organics with
a paying fund of 70 thousand leks.

4.-The monthly salaries of the employees. of the
National Agency of Privatization will be:for the Director
General 1 200 leks, for the Specialists 1000 to 1100 1leks.

S.-The paying fund for the branches of the Hational
Agency of Privatization 1in districts and regions will be
afforded by the approved fund of salaries of the executi«
committees of the people's councils of districts and regions
for the year 1991.The number of employees for each distric
and region will be determined by the Director of the Mational
Agencyof Privatization and the chairman of the executivecommit%ee
cf the People's Council of the district or region.

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

the same with that of the Specialists of the executive committee
Sections of the districts.

7.-The number of the employees in the organics
and the pPaying fund for the ’reparatory Commission of the
Privatization Process is included 1in the number of employees
of the Ministry of Economy.

8.-The decision of the Council of Ministers n°13s,
daba3.04.1991,“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

AND REGIONS

0 oy
N °.Prot.2053 SECRETARY GENERAL . |

Date.7.09.1991 ' Dr.TEODOR KARECO h



ANNEX 111
FOOD SECTOR PRIVATIZATION

Context
Privatization allows the economic incentive necessary to improve the operation of

the system to work in the free market. However, privatization is such a complex process

privatization of each sector. Each approach has Pros and cons and should be adapted to

fit 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, and
large enterprise development;

) Retaining national food security, stability of exports, and controlling foreign
exchange needs for inputs; and

) How to provide technica] assistance and training in management and
operations.

The impact of potentjal price increases for food products also has to be

ered. Politically it may be unacceptable to allow food prices to reach their market
levels in the short rup, To be effective in this environment privatization must not disrupt
the food system or endanger food supplies. The Proposed strategy and pilot privatization

considered essential that GOA begin privatization as soon as possible. This program
proposes 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 to
organize into cooperatives, In addition to providing input supply and processing
activities the cooperative organization could »'so assure that the farmer has contracts for
his production. The end user contract system will also help provide technical assistance
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to farmers similar to the field representatives provided by contract production
organizations in the United States. In addition, direct marketing activities such as
farmers markets could be developed in the short run.

Markets and intermediation play a critical role in the privatization and
improvement of Albanian food systems. It will be necessary to thoroughly evalyate the
ISti ods and linkag ' ibilj

price setting, contracts, and inventory Mmanagement; transportation: packaging availability
and norms; Storage for raw and processed products; how the industry will respond to
competition 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 :onsists of a three-
phase program for providing advisory services to the government and to private
enterprises that includes:

Phase I; A food sector Strategy development that begins with assessment and
evaluation to provide an inventory of resources available considering
comparative advantage, and the integration already present in the
€conomy, and ends with target identification.

° Provide an assessment of enterprises and assets that are available in
the food sector assign relative values, identify linkages, assess their

° Target the enterprises that have the highest priority for privatization
based on their ability to provide employment and economic growth
using a triage process identified in the strategy.

o Develop a Strategy that includes targets for Privatization in the
production, processing, and distribution sectors.

o Develop an ad hoc task force made up of local consviting

2



specialists, university representatives, staff from the Finance, Food,

and Agriculture Ministries, local and regional government
privatization personnel, and other key con.ensus contacts.

Phase IT: An implementation phase that includes components consisting of

establishing input cooperatives to replace the e€xisting over-centralized

and developing intermediation linkages that wi]] improve internaj
distribution and access to available markets outside Albania.

o Ideatify and incorporate appropriate technical assistance from U.S,
agribusinesses that have unique capabilities to transfer technology or
operations capability to the sectoy.

developing their awareness of the market, and introduce them to it
through internships and technical assistance cooperation,

Phase III: Continuation of the implementation phase with long term advisors to the
Ministry of Agriculture to privatize remaining targeted firms, to provide
advice on ways to smooth the process of transition for enterprise units that
cannot be privatized for wha'sver reason, and assist the ministries in
Promoting foreign direct investment,

) Provide support to the Ministry of Economy and the Ministry of

them.

) Develop media ang information programs to make potentjal
investors aware of the opportunities in Albania,



Program Benefits

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

Pilot privatized processing, distribution, and production enterprises:

A functioning wholesale/retail distribution System capable of being
replicated:

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

o technical assistance to the industry
* potential investment and joint venture interest.



