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Albania Enterprise Development & Export Market Services

[EDEM]

This Quarterly Report coversthe period from April 1, 2004 through June 30, 2004.
A. Activity Summary:
Activities during this reporting period focused in four mgjor areas.

1) Getting the newly formed EDEM clusters organized and actively engaged in
developing and carrying out action plans;

2) Supporting cluster development with anti- corruption, SME, and
communicetion activities,

3) Fogtering relationships with key organizations and individuas that support
development of the Albanian SVIE community; and

4) Organizing a Nationd Compstitiveness Conference.

Highlights

On May 18", the Speciaty Tourism Cluster, with 30 Albanian travel
businesses participating, organized atrave fair caled “ Albanian Tourism
Evening’. Thefair, desgned to familiarize Albanid s internationd
community with Albania tourism opportunities, atracted over 300 vigitors,
including Kent Hill, USAID Assgant Administer of the E & E Bureau and
Harry Birnholz, USAID/Albania Misson Director.

EDEM held itsfirst Nationd Compstitiveness Conference on June 2,
atracting gpproximately 165 participants from the business community,
government, and donor and NGO organizations. The theme of the event was
“Albanian Business on the Road to Competitiveness’. The conference was an
exceptiondly important step in demongtrating to the Albanian business
community and the generd public, efforts that are being taken to strengthen
the competitiveness and increase the marketing capability of Albanian
enterprises through the use of industry clugters.

The EDEM office hosted USAID/Albaniaon May 14" Aid meeting and was
provided an opportunity to brief and update the Mission Director and Private
Sector Strategic Objective team on the progress/accomplishments the EDEM
project was able to obtain during its initid e@ght months of operation.

The Herbs/Spice Clugter organized one cluster meeting and four work group
mestings and was quite productive in setting an action plan for the cluster asa



whole and a sub-action plan for each of the three work groups. Significant
activitiesthe Clugter and its work groups are undertaking involve:

a) acquiring internationd market information including market prices.

b) technology upgrades;

c) effortsto spur cultivation;

d) training in harvest and pogt-harvest practices,

€) invedigationsin accessng long-term credit lines with workable interest
rates,

f) VAT rembursement and profit tax reduction; and exceptionaly important
to the growth of the industry,

g implementing abio-certification process and establishment of a certified
quality control laboratory.

Extraordinary progress was made in moving forward the activities of the
Specidty Tourism Cluster emphasized by the three cluster meetings and 21
work group mesetings held during the Quarter. In addition to organizing the
“Albanian Tourism Evening’, efforts are underway to:

a) creste atourist information office at Rinas airport;

b) provide Albanian overseas diplomats with training on tourism promation
(programmed for August);

c) research target markets for inbound tourigts;

d) develop aninternship program in collaboration with the Tourism
Department of the Economic Universty;

€) organizetraning efforts focused on improving the quality of Saff in travel
busnesses; and

f)  work with the government to develop/implement policies and drategies
that postively impact expansion of Albania s tourism indudtry.

Significant support to the Cluster has been development of close relationships
with the network or American Peace Corps Volunteers scattered around
Albania. Many Volunteers have expressed a strong interest to collaborate with
the EDEM cluster in encouraging tourist development at their Stes. EDEM
will continue to foster these relationships.

The Cludter, through its STTA Scott Wayne, created the “ Turizimi Shajiptar”
yahoo user group. Thiseffort iscriticd to the information flow among the
Cluster members and other interested parties, including the Peace Corps
Volunteers.

While the Meat Processing Cluster has not evolved asrapidly largely dueto a
historical lack of interaction among the processors and their strong
individuaized company drategies, it has been able to moveitself forward.
Two cluster meetings were held during the Quarter a which the cluster
members agreed to develop collaborative activities. Cluster members agreed



that in order for the industry to develop and their individua companiesto

grow efforts on market learning and making strategic market choices needed
to be undertaken. Thiswork isunderway. In addition, cluster members began
to organize an “ Albanian Specidty Meats Minifair” in Durresto dlow them to
exhibit their products to area hotels, restaurants and supermarkets. (The event
held on July 7 was exceptiondly well received with 12 exhibitors and
gpproximately 150 atendees. Most sgnificant, the event provided aforum

for the processors to successfully work together, which will pay large
dividendsin future cluster activities.)

Corruption s effect on building Albania s competitiveness was the focus of

two anti-corruption workshops held on May 4 and May 5. Recognizing the
importance of communicating corruption’s effect to the public, corruption and
the cogts incurred by Albanian businesses was the focus of a didogue on May
4" between EDEM and 18 media representatives. On May 5™ representatives
from 13 businesses and several government ministries participated in a
discussion on the consequences of informd transaction costs and the impact

on upgrading Albania s competitiveness. Planning for two sgnificant
activities to be carried out in the coming months was initiated during the
Quarter:

a) asurvey to collect information on the barriers for enterprise devel opment
with afocus on corruption and its impact on business development. The
survey will be done in coordination with USAID’ s Civil Society
Corruption Reduction project carried out by MSI. The survey will be
conducted by aloca NGO, IDRA, an EDEM subcontractor, in July and
Augudt.

b) aNationa Forum on Corruption will be organized for the Fal with
representatives from the business, government, civil society, donor, and
media communities participating. Theinterest isin cregting a public
discussion on corruption and the negative impacts that result to business
ability to be comptitive, the red and societdl coststo the public, and the
ubgtantid harm it causes to Albanid sinternationa reputation and the
negative effects that flow from a damaged reputation.

Each EDEM clugter has identified training in various topics - management
functions, marketing, production and technology, customer service, etc. - as
crucia to developing the competitiveness of the cluster industry. EDEM’s
SME Development activity has begun to layout atraining program for each
cluster looking to address cluster needs through both internd and externd
resources. Training activitieswill begin in the coming Quarter. Two
additiona cluster support activities this past Quarter were:

a) Partidly to support training activities, but also to support development of
sustainable services, EDEM has completed a Business Service Providers
(BSP) Survey. The Survey identifies Albanian private for profit, NGOs



and other organizations that have the ability to provide sustainable
sarvices to the cluster members and the overdl SMIE community. The
BSP Survey identifies the organizations, classified according to their
organization type and makes note of the types of servicesthe
organizations can provide. The Survey information can be valuable to the
clusters as they address the variousissuesimpeding the development of
their industries and individud firms.

b) During this Quarter, planning was begun to undertake a comprehensive
survey of donor programs supporting SVIE development in Albania This
survey will identify donor programs, their activities, type and amounts of
funding, their target market/sector and identify any application process
they use to respond to SME support requests.

Sgnificant to increesing Albania s competitiveness is making the public

aware of progressin the form of successes and opportunities, aswell as
obstacles encountered. Supporting this objective, extensve media coverage
was provided to EDEM related events during the Quarter. Both the “ Albanian
Tourism Evening” and the National Competitiveness Conference were
comprehensively reported on by television, radio and the print media,
including daily and weekly newspapers and magazines.

a) Coverage of the National Conference was broadcast over 15 TV dations, two
radio gtations and articles were published in seven daily newspapers as well as
the Southeast European Times and the “Monitori” magazine. Over 20
journalists covered the event.

b) “Albanian Tourism Evening” was covered by nine TV dations and two radio
gations and articles were published in six daily newspapers and the
“Monitori” magazine.

EDEM itself issued seven press releases covering cluster meetings and EDEM -
sponsored events.

Collaboration

Centrd to EDEM’ s cluster support is leveraging assistance from other USAID funded
projects, other donor organizations, NGO's, as well as the programs of government
agencies. EDEM has continued to foster strong relationships with the donor community
so that appropriate resources can be marshaled to address the clusters' priority needs.
During this past Quarter, EDEM continued to meet on aregular basis with key assstance
providers such as the Small Business Credit and Assistance Project, World Learning,
ACIT, Land O’ Lakes, Media Development in Albania, GTZ, and IFC-SEED. These
meetings were held to update the various programs on latest EDEM devel opments, keep
them informed on the progress of cluster formation, and keep EDEM informed regarding
the capabiility of the different programsto asss the clustersin addressing their issues and
obstacles.



In addition, EDEM maintains regular contact with government ministries and agencies
involved in supporting development of the SME community through duster activities and
in direct megtings. Among the government entitiesinvolved in EDEM’ s efforts are: the
Ministries of Economy, Agriculture, Culture, Environment, and Territory and Tourism,
and the Export Promotion, SMIE Development and Foreign Investment Promotion
agencies.

Examples of collaborative efforts that were discussed/undertaken this past Quarter
include

Financid Service Volunteers Corps— FSVC isinitiating an effort to provide
risk management training to severa locd insurance firms. Asapart of their
effort, there is the opportunity for the FSVC volunteer to work with EDEM
cluster firmsto increase their awareness’lknowledge regarding risk
management iSsues.

World Learning — In addition to WL providing the opportunity for support of
EDEM cluger training and trade fair activities, EDEM firms were invited to
participate dong with Foreign Investment Promotion staff on a study tour to
the Czech Republic scheduled for this Fall.

MSI — As mentioned above, USAID’s Civil Society Corruption Reduction
project, implemented by MS, isjointly undertaking with EDEM a broad
survey on corruption and its impact on the business community.

Soros Foundation — Soros and the Tirana and Vlore Regiond Deve opment
Agencies, with EDEM involvement, is undertaking a training program for
tourism related businessesin the Vlore region. EDEM will as3g in
identifying training needs and help the RDA adapt its regular training efforts
to better support tourism-related organizations.

Peace Corps — An exceptiondly dgnificant and potentidly very fruitful
partnership has been crested between EDEM and the American Peace Corps.
The mgority of the 28 Peace Corps Volunteers are working with loca
municipdities, RDAs and civil society programs. Discussions with the Peace
Corpsindicated that a good number of the Volunteers had astrong interest in
including competitiveness efforts, especidly tourism related, as a part of their
assignment. With the Volunteers serving throughout Albania, they offer an
excdlent network through which the Specidty Tourism Cluster can reach out
to local government, who are critica to the development of Albania s tourism
industry.

On June 9" EDEM staff, as a part of a Peace Corp in-service training exercise
in Korce, introduced the approach and activities of the EDEM project to the
Volunteers. The three clusters were presented as well asinformation on how
to ded with the Albanian media. As expected the Volunteers have ahigh



interest in working on locd tourism initiatives, but aso are interested in
supporting the herbs/'spice industry aswell. Following the in-service training,
many of the Volunteers have become involved with tourism efforts. A number
of them participate actively in the “Turizim Shaiptar” yahoo user group,
interchanging tourism devel opment ideas and practices.

Prior to the in-service training, approximately 10 Volunteers were able to
participate in the National Competitiveness Council.

B. EDEM Clusters:

M eat processing

During the past Quarter, the Meat Processing Cluster continued its organizational process
and effortsto identify activities that the firms are comfortable collaborating on.
Higtoricaly, collaboration and interaction between the meat processing companies has
been limited. While two associations have been organized that represent their interests,
they have not beenvery successful in attracting subgtantial and active membership.
Overdl, the indudtry is characterized by numerous initiatives widespread across the
country, each with sgnificant invesments and strong individual marketing strategies for
increasing their own market shares.

On April 20" the third cluster meeting was held to review the current market situation
and to identify market opportunities as well to prioritize cluster activities through crestion
of aclugter indusgtry action plan. This cluster meeting was the first one to gather the core
industry members and extended cluster stakeholders. Specidigts from the Ministry of
Agriculture s Veterinary Service Department as well as representative of donor funded
development activities such asLand O’ Lakes and industry associations: ADAMA and
AMPA participated in cluster discussons.

EDEM STTA Andrew Smithfrom the OTF Group presented characteristics of the current
domestic market stugtion. The focus was on the competition among the firms each

Hling standard products and their efforts to increase their respective capacitiesto satisfy

a gtatic market, rather than trying to grow the market with speciaized and unique
products. In response, two grategic directions for collaborative activities were identified
by the cluster members to develop the mesat processing industry:

identification of a merketing strategy based on intensive market learning and
cregtion of operationd strategy to further develop product options and product
quality that provide an opportunity to access market openings identified by the
market research efforts.

The marketing strategy will address both domestic and internationd market
opportunities. International maerket research efforts will focus on distribution contacts
and import procedures for regional markets such as Kosovo, Macedonia, M ontenegro and




Greece, but will also pay attention to opportunitiesin severd traditional markets such as
Italy, United States, and the United Kingdom. In addition to market research, the strategy
cdlsfor efforts to increase and focus promotiond activities, generation of new products,
the continued upgrading of technology, and marketing training.

Thefirg stepsin the market learning process have been taken by the cluster with the
assistance of the EDEM marketing gaff. Approximately 20 interviews focusing on high
end products sold in supermarkets, restaurants and mini-shopsin Tirana and Durres were
conducted. The research showed that while Albanian mesat processors have a dominant
position in the overall processed mest category, they have a hard time competing in
higher vaue (higher margin) product categories. About 75% of high end products sold at
theretal leve or used in restaurants are imported. These products represent the bulk of
imported products and likewise have the greatest potentid for export. Research findings
indicate that if Albanian processors can improve the qudity of their products, market
them gppropriately at a competitive price, and be consstent in their ddivery, thereisa
sgnificant willingness on the part of Albanian buyersto switch from importsto
domestically produced products. Similarly, such a product/marketing approach will be
required for expangon into export markets.

Results of the market survey were presented at the 4™ meeting of the Meat Processing
Cluster held on 25™" of May. EDEM staff also described some characteristics of specialty
products and potential improvements that could be made to current distribution channels.
Clugter members indicated awilling interest to produce unique products and to
collaborate with other local processorsin promoting these productsin Albanian markets
and abroad. They aso agreed on the need to collaborate in securing government support
for exports and getting their products certified to internationa mest internationa

gandards. Significant was an agreement to organize a venue to jointly market their
productsto Albanian buyers. Ther ideawas to present their products — both old and
newly developed — to supermarkets, hotels and restaurants, offering them aternatives to
the imported products those buyers currently used. (A highly successful event was held
on July 7 and will be reported on in the next Quarterly Report.)

The operationa strategy will concentrate on adoption and implementation of internationd
food safety standards, technology improvements, securing raw materia with sustainable
quality, and management and technology traning.

Securing qudity raw materid is one of the mgor concerns of cluster members. In
response, a group of meat processors gathered in early May to discuss opportunities for
establishing mechanicaly mest de-boning operationsin Albania Mechanical de-boned
meat (MDM) makes up from 15 % to 86 % of the compaosition of different sdami
products and hamburger. Almost al MDM is currently imported as frozen product,
athough several meat processors have expressed dissatisfaction in the qudity of the
imported product. The essentid criteriafor the use of de-boned mest are freshness and
cleanness. According to preliminary research done by EDEM, chicken de-boned mesat
could be produced domestically as the price for old hens, daughtering and packaging are
farly low. A reasonably smdl invesment in a de-boning separator could enable the



production of MDM for Albanian meat producers. At least one Albanian company, Driza
Co., seemsto beinterested in pursuing such an invesmen.

Herbs/Spices

The third Herbs/Spices Cluster meeting was held in May. The principle topics discussed
were:

a) updating the cluster members on work group activities,

b) bio-cetification;

c) edtablishment of aquality control laboratory; and

d) preparation for the Nationad Competitiveness Conference.

“Bio-certification” provides an opportunity for Albanian herb/spice entities to enter
markets with a higher value product than smply selling gathered herbs/spices asalow
vaue bulk commodity. Although some Albanian herb and spice businesses have dready
begun to “bio-certify” their products through internationd certifying and inspection

bodies with resulting higher margins, the mgjority of Albanian firms have yet to take
advantage of this opportunity. EDEM gaff presented the recently passed Albanian law
on bio-certification and related other countries experiences withthe process. Businesses
present at the meeting were invited to sudy the law and provide relevant comments that
will be passed onto the Ministry of Food and Agriculture. Staff are continuing to contact
non-present herb and spice businesses to inform and introduce them to the new law and
offer them the opportunity to provide their comments.

Related to “bio-certification” is the establishment of a qudity control laboratory. There

IS great interest among herbs/spice companiesto see alaboratory set up herein Albania,
which would dleviate the need to send products abroad for testing or the costly expense
of importing internationd certifiers. On behdf of the Cluster, EDEM has initiated
discussonswith Land O’ Lakes to determine what might be required to expand the
capabilities of the recently established food-testing |aboratory created with Land O’ Lakes
support. With support from FFF Associates, an experienced U.S. certification laboratory
has become interested in developing an Albanian/American joint venture. As part of the
discusson, EDEM will support preparation of a business plan, which will indicate the
market demand and viability of establishing alaboratory in Albania

Cluster Work Groups

Initidly the Herbs/Spice Cluster created four work groups to more effectively identify
and define the issues and obstacles facing the herbs and spice industry. Following
discussons during preliminary mestings, in order to eiminate redundancy, the Cluster
decided to combine the marketing and export work groups into one resulting in three
operating work groups.

a) Technology



b) Marketing/Exports
c) Government/Policy issues

I ssues discussed by the work groups during the Quarter are presented below.

Technology Work Group - the Work Group is focusing on three mgjor aress.

1. Technology upgrade - Thereis a considerable need for cluster businesses to
upgrade their processing equipment in order to better grind and clean raw product.
Efforts are being made by EDEM to search for equipment supply sources readily
accessble to the Albanian firms. Croatia seems to be a potential equipment supply
source due to the high quaity equipment produced there and its geographic proximity
to Albania

2. Cultivation - Even though there remains a debate regarding the viability, most
of the herbs/spice companies support the concept of cultivation of some of the herbs
and spices. Cultivation has the potentia rel ease pressure on the environment caused
by wild harvesting and could help plant regeneration efforts. Cultivation research
efforts are afour-step process:

a) preparation/desgn and distribution of a survey to core busnessesin order to
receive their feedback regarding plantsto be cultivated, thefirms potentia
capacities and financia needs,

b) andyssof theinformation gathered from the firms,

C) undertaking afeashility sudy; and

d) connecting interested firms with financid ingtitution that provide grants or credit
lines

EDEM will integrate cultivation efforts with work on plant regeneration effortsin
their natural state. Promotion of educational materias and production of TV
documentaries to increase the awareness on the need for preservation and to support
marketing the Albanian aromatic and medicind florawill be undertaken aswell.

3. Training - Training on harvesting and post-harvesting handling techniques and
appropriate processing technologies is continuing need of theindustry. To further
refine the need, EDEM has designed and is digtributing a training needs assessment
survey t. Based on the feedback, training modules will be prepared and offered to
cluster busnesses. EDEM is coordinating with other programs such as GTZ, RDA
and Oxfam in order compliment their efforts and avoid duplication

Marketing/Exports ThisWork Group is focused mainly on two mgor issues.
1. Bio-cetification- Bio-certification isbeing paid agreat ded of attention by the

Albanian herbs and spice dealers asit confirms the excdlent biologicd characteristics
of Albanian herbs and spices, and provides a comparative advantage in the
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internationd market. Efforts are continuing to explore and identify whet is required
to properly conduct “bio-certification” in Albania

2. Information on internationa prices and markets, and marketing of Albanian
products - The industry has identified area need for information on prices and new
markets to enable them to better respond to market opportunities and market
demands. Thisneed isgrowing as the dollar/euro is dropping and many Eastern
European countries are competing with cultivated items. Market research isbeing
carried out to explore potential markets and products that would provide Albanian
dedlers with not only comparative but aso competitive advantages.

Government / Policy Issues - Issues discussed by this Work Group are modtly long-
term in nature:

1. Long-term credit lines and lower interest rates - The harvesting period of herbs
and spices is about Sx months long with cash payments being made throughout the
period. Cash flow requires outlays with no inflow. To be able to operate, businesses
have a need for appropriately priced credit lines. Although some finencid inditutions
do offer credits, most often the short term credits come with high interest rates. To
support efforts of the businesses to find cheaper sources of credit, the EDEM Lender
Survey will be made avallable to dl the firms and, where gppropriate, EDEM will
help facilitate the credit applications.

2. Reimbursement of the VAT and Profit tax reduction— Herbs/spice businesses
suffer from a high profit tax of 25%. Meetings conducted over the last two yearswith
representatives from the Ministry of Economy have not resulted in any changein
policy. EDEM ishdping the Work Group assemble itsissues and formulate a
drategy for meeting with government representtive.

3. Law revison— Work Group representatives believe for the industry to be
compstitive, several Albanianlaws need amending. Thelaw on VAT reimbursement,
when applied, makesiit obligatory to have the export documents sedled by the
receiving customs office, which makes VAT reimbursement impossible and the
recent Law on Bio-certification are two examples. EDEM is meeting with businesses
and asking them to describe the non-operational aspects of the laws. Once businesses
provide their comments, EDEM will help arrange meetings with government
representatives to give the businesses aforum from which they can present their case.
The herbs/spice industry bring in asgnificant amount of foreign currency and needs
to be supported by the government.

Related Activities

In support of Cluster efforts, anumber of related activities were carried out during the
Quarter.
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Discusson and afidd trip with a US Forest Service representative regarding
possible areas of cooperation such as. qudity assurance (including laboratory
and export certification issues), cultivation efforts, bio-certificatior/organic
certification, and, importantly, environmenta sugtaingbility issues.

Severd Cluger firms participated in a B-2-B event hosted by the USAID
funded K osovo Business Support project. Severa contacts were established
that might result in cross-border business activities. (One of the Kosovo
businesses actudly participated in a Cluster meeting.) EDEM and the Kosovo
project have exchanged lists busnesses involved in herbs and spicesin both
countries, providing businessesin both countries with opportunities for
regional cooperation. EDEM is dso considering Kosovo as apotentid client
country of the quality control |aboratory services.

Possible cooperative efforts between the Mountain Areas Devel opment
Agency (MADA) and EDEM have been discussed. MADA representatives
outlined some of their possible programs related to the funding of assistance,
particularly in cultivation, of the herb and spice businessesin areas they
operate, with the potentid for expansion of this assstance in other districts
like Tepdenaand Saranda. MADA isdso interested in possbly funding the
completion of the map of locations of herbs/spicesin severd digtricts.

In addition, the Cluster and EDEM have held discussions with numerous organizations to
identify possible areas of collaboration:

GTZ — development of technicd trainings and materids (mainly pocket books
with description of plants and corresponding harvesting techniques) addressed
to harvesters/gatherers in remote areas; creating a market information System
(M1S) just like the one designed and established for the fruits and vegetables,
and establishment of a bio-certification processin Albania.

Berat Regiona Development Agency — mutud training activities and efforts
to encourage cultivation activities.

Smdl Busness Credit Assistance — SBCA provided aligt of the herb and
spice SBCA dlients that have been asssted with consulting, training or
crediting.

“Pro Albania’ (a member of the Albanian Austrian humanitarian association)
— offered to support an Albanian booth a an upcoming trade fair to promote
products such as Albanianpacked herbal teas.

Albanian Chamber of Commerce and Industry —-EDEM was asked to organize
aworkshop where representatives from concerned government ingtitutions
and herb and spice businesses could discuss key issues/chalenges the industry
isfacing and ways of overcoming them.
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Specialty Tourism

During this Quarter, the Specidty Tourism Cluster conducted a number of activities
among themsdves and with other stakeholdersin the tourism industry. New members
joined the clugter, thus giving more shape to the cluster profile.

In this Quarter, three cluster meetings were held to andyze tourism in Albania, prioritize
issues, plan clugter strategies, and prepare action plans. To advance the latter, cluster
members organized into working groups, gppointed chairmen and vice chairmen and
began assigning themselves specific tasks to address the key issues of each working
group and the cluster overdl. Each working group has been creating work planswith
actions based on results ranging from short to long term and meeting at least once a
month. Information about their activitiesis beginning to flow between and among cluster
members and other interested parties, such as Peace Corps Volunteers, through the
“Turizmi Shaiptar” yahoo user group, which was established in June.

The 2nd Specidty Tourism Cluster meeting, held on April 2nd, 2004, focused on the
identification of key issues and chdlenges that impede tourism development. The
Cluster completed a SWOT analysis, which resulted in the formation of three work

groups.

a) Marketing and Promotion
b) Training and Customer Care
¢) Government and Policy Reform

A 3rd Cluster meeting on May 26", 2004 reported to the full cluster on work group
activities and future actions. More work was undertaken on action plans. Members were
aso briefed about the then-upcoming Nationa Competitiveness Conference.

Work Group Activities

Marketing & Promotion Work Group - This group meets every week and is focusing on
the fallowing:

create business opportunities and increase collaboration;

research domestic and international market opportunities,

improve relationships with international markets; and

promote Albanian specidty travel productsin cooperation with government
indtitutions, civil society and media

To date, the group has conducted and is conducting a number of activities:
On May 18th, the group organized atravel fair called “Albanian Tourism

Evening’. Thisactivity asssted with connecting over 30 Albanian travel
businesses with immediatdy available markets — the expat community in
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Tirana. About 300 vigtors attended the event, which was partidly hosted by
the Rogner Hotdl.

Additiond research is being conducted on existing products and suppliers of
specidty tourism products.

The group is now working on setting up an information desk a Rinas Airport
for tourism promotion. This involves working with the necessary government
authoritiesto ensure legd gpprova and full support.

Albanian Embassies and diplomats are adso being targeted for tourism
promotion activities. The members are researching ways to collaborate with
the Minidry of Foreign Affairs, particularly with conducting a two-day
training program on tourism promotion for diplomats. The target date for this
isthe end of August when Albanian diplomats return to Tiranafor home visits
and Minidry briefings.

Training & Customer Care - Thisgroup isfocused on improving the qudity of gaff in
travel and tourism as a key path to improving the qudity of Albania s touriam offer.
They are focusing on the following types of training:

management devel opment:
sarvice and gaff development; and
product development

To date, this group has conducted or is conducting the following activities:

Researching different training options both locdly and internationdly to
address the above identified needs.

Review options and deciding on those that best meet the needs of the clugter.
Agreed among themsdves to partidly finance training codts.

EDEM isidentifying other possible co-funding support.

Agreement has been reached with the University of Tirana (Economics
Faculty) to initiate a summer internship program in tourism for their sudents.

Government & Policy Reform -This group is focused on ways private sector cluster
members can best work with government. They are gtriving to work with government as
closdly as possible in developing and implementing policies and drategies that impact
tourism development in Albania. The group has drafted an action plan emphasizing
advocacy and strengthening cooperation. They are focusing on the following actions

Industry review of the officia Tourism Development Strategy;

An Advisory Group has been formed and is seeking to present the cluster
review of the strategy to the government. It is comprised of two
representatives from each of the working groups.

Continud review and consultation process with the government on tourism
iSsues.
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To advance awareness of the tourism cluster and demonstrate the members commitment
to improving Albania as atourist destination, the members are consdering a
“Memorandum of Undergtanding.”

Other Activities

In June, EDEM aff participated in the Peace Corps’ “In-Service Training in Korce.
This offered EDEM the opportunity to strengthen ties with Peace Corps Volunteers
(PCV’s) based throughout the country. Severa PCV'’s have expressed an interest not
only in tourism development in their communities, but in linking with EDEM, the
tourism cluster and other PCV’ s towards the formation of regiond sub-clusters. EDEM
isfollowing up with the PCV’ s on ways to sustain the momentum generated & the “In
Sarvice Traning” meeting.

EDEM dgaff traveled to Saranda to assigt with the visit of Mr. Thomas “Woody” Mefford,
USAID Deputy Assstant Adminigrator for Eastern Europe. Cluster members Alban
Zus and Rafagla Rica, both of whom are working group chairs, presented the Specidty
Tourism Clugter ectivitiesto Mr. Mefford., Sarah Berry, and the municipd officids of
Saranda The Municipaity also presented its work plan on tourism development

The Saranda Municipality leaders from the tourism development office and especidly the
Mayor Edmond Gjoka, are active supporters of tourism development in the region. The
Municipdity has dready conducted three meetings with tourism service providers on
way's to develop tourism in Saranda and the region. The Mayor extended an invitation to
EDEM, the tourism cluster and other tourism stakeholders to meet in Saranda and discuss
ways to coordinate and to collaborate in tourism development work.

EDEM gaff met with Stefania Petrosillo, Project Manager of CISP (Comitato
Internazionae per [0 Svilupo del Popali), an Italian-based organization working on a

pilot project “Technica Assstance for Community Based Tourism Development”. The
project is funded by the World Bank. The project is supporting Butrint Archeologica

Ste & Nationd Park . The purpose of the project isto make the surrounding villages and
towns more aware of the Nationa Park beyond the archaeologica site of Butrint and
bring about collaboration with the Park asawhole. 1t is hoped that by encouraging
nearby residents to develop businesses around the park, they will become active
stakeholders and take a greater interest in its preservation. Petrosillo is very interested in
participating in future cluster meetings, particularly if a Saranda sub-cluster is created.

L eather Goods/Shoe Production - ACIT

The Albanian Center for Internationa Trade, ACIT, an EDEM implementing partner, in
its efforts to forge closer ties with the Albanian private business community, and with the
approva of USAID/Albania, accepted the challenge to form and guide a cluster
following the EDEM approach. ACIT prepared industry profiles for three sectors —
textile & garments, leether goods & shoe production, and wood/furniture. The profiles
were prepared consstent to the process used by EDEM when it was sdecting its clusters.
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With support from EDEM, the profiles were subjected to the Cluster Sdection Criteria
previoudy approved by USAID for the EDEM clusters. Based on the Criteria, ACIT
intends to recommend to USAID formation of a Lesther Goods & Shoe Production
Clugter. (At ameeting on July 12, USAID accepted ACIT’ s recommendation to move
forward to the next step in the cluster selection process.) In organizing and carrying out
the cluster activities, ACIT will provide the day-to-day staffing and be responsble for the
overdl management of the dugter, while EDEM will actively support implementation of
clugter activities through use of itsinterna and externa resources.

C. Business Environment

National Competitiveness Conference

EDEM held itsfirst Nationa Competitiveness Conference on June 2, atracting
gpproximately 165 participants from the business community, government, and donor
and NGO organizations. The theme of the event was * Albanian Business on the Road to
Compstitiveness’. The conference was an exceptiondly important step in demonstrating
to the Albanian business community and the generd public, efforts that are being taken to
strengthen the competitiveness and increase the marketing capability of Albanian
enterprises through the use of industry clusters.

In addition to presentations from the three EDEM clusters on their activities and the
progress they are achieving, topics covered during the day-long event included:

Albania s comparative competitiveness sanding;

What financid inditutions consider in lending to businesses,
Albanian foreign trade development; and

The cost of corruption and its effects on competitiveness.

Following the topica presentations, the conference attendees were provided with the
opportunity to give their input into issues that affect their ability to be competitive. A
series of round table issue group discussons were held covering:

Branding Albania postively;

Public information strategy for business devel opmernt;
The regulatory environmernt;

Innovation and credtivity; and

Anti-corruption.

The complete conference agenda can be found in Annex 1.
Important to the discussions, the event drew representatives from four Minidtries, each of

whom provided encouraging remarks to the attendees and emphasized the government’s
support for developing a competitive Albania.
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Criticd to the success of the Conference was the comprehensive coverage provided by
the Albanian media. Making the public aware and encouraging their participation in
pushing a national competitiveness agenda is absolutely necessary if Albaniaisto move
forward. Coverage was broadcast over 15 TV dations, two radio stations and articles
were published in seven daily newspapers as well as the Southeast European Times and
the “Monitori” magazine. Over 20 journdists covered the event.

Anti-Corruption Activities

A mgor impediment to the competitiveness of Albania's SME community is the corrupt
practices they encounter in their attempt to do business. Significantly contributing to this
impediment isthe business participation, willingly or unwillingly, in the corrupt

practices. Corruption directly increases the costs of doing business by adding a surcharge
to Albanian products making them more expensive for the end buyer. Corruption aso
places a black mark on the country and its business sector, creating a negative imeage of
Albania, which leads to increased hesitation for others to want to do business with
Albanian firms.

Recognizing that corruption is pervasive throughout Albanian society and is consdered
‘anormd way of doing busness, EDEM isfocusng its anti- corruption strategy on:

a) improving the dialogue between business, consumers (civil society), and
government by adding better information and better andysis of the coststo dl playersin
the economy — shifting the debate on corruption from a politica focusto an economic
efficiency and economic growth focus;

b) strengthening the common voice of business about leveling the playing fidd,
and the common commitment of business to hold the government accountable for legd
reforms and fair enforcement;

C) increasing trangparency and timeliness of information about the status of anti-
corruption initiatives of the government in regard to its relationship with business (mainly
adminigtrative corruption); and

d) linking these initiatives into the clusters, but seeking ways to broaden this
message and attract the interests of larger numbers of Albanian SVIEs.

By improving the information, this should improve the qudity of debate among
businesses, improve their understanding of why alevel playing field isneeded, and in
turn create more pressure on the government to implement and enforce procedures that
reduce the formal and informal transaction costs to business.

To assg Albaniain combating corruption, EDEM initiated severd activities this past
Quarter asapart of its overdl strategy to help Albaniaincrease its competitiveness.

Corruption’s effect on building Albania' s competitiveness was the focus of two anti-
corruption workshops held on May 4 and May 5. Recognizing the importance of
communicating corruption’s effect to the public, corruption and the costs incurred by
Albanian businesses was the focus of a dialogue on May 4" between EDEM and 18
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media representatives. On May 5™ representatives from 13 businesses and several
governmert minisiries participated in a discusson on the consegquences of informal
transaction costs and the impact on upgrading Albania s competitiveness. This latter
workshop was done in collaboration with the USAID funded Civil Society Corruption
Reduction project implemented by MSl aswéll as the Albanian Codition Against
Corruption.

Additiondly, corruption, its costs and implication to developing Albanid s
competitiveness was amajor topic presented and discussed at the National
Compstitiveness Conference.

Panning for two sgnificant activities to be carried out in the coming months was
initiated during the Quarter:

EDEM will undertake a survey to identify the barriers for enterprise
development and to collect more precise data on the greastest administrative
transaction costs faced by businesses. The survey will focus on corruption
and itsimpact on business development. The survey will be donein
coordination with the Civil Society Corruption Reduction. The survey will be
conducted by aloca NGO, IDRA, an EDEM subcontractor, in July and
August. Resultswill be presented to the business, government and donor
communities and will be widdly disseminated to the media.

A Nationa Forum on Corruptionwill be organized for the Fall with
representatives from the business, government, civil society, donor, and media
communities participating. The interest isin creating a public discussion on
corruption and the negative impacts that result to business' ahility to be
competitive, the real and societal costs to the public, and the subgtantial harm
it causesto Albanid sinternationd reputation and the negetive effects that
flow from a damaged reputation.

D. SME Development

In response to needs identified by the clusters, EDEM has continued to develop base
materid and initiate activities that enable the clusters and cluster member firmsto

grengthen their cgpabilities,

Each EDEM clugter hasidentified traning in various topics - management functions,
marketing, production and technology, customer service, etc. - ascrucid to developing
the competitiveness of the cluster industry. EDEM’s SME Development activity has
begun to layout atraining program for each cluster looking to address cluster needs
through both internal and externa resources. EDEM has begun discussions with World
learning, the Soros Foundation, Tirana RDA, the EU’s Stability Pact for South Eastern
Europe, the Ministry of Economy’s SME Promotion Agency, and numerous NGO
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organizationsin order to identify potentia training resources. Training activitieswill
begin in the coming Quarter.

Additiond cluster support activities this past Quarter included:

An important ement of EDEM activitiesis the creation of sustainability, not only in the
clusters and firmsit directly supports, but aso in inditutions that will support the firms
after completion of the EDEM project. To support development of sustainable services,
EDEM completed and distributed a Business Service Providers (BSP) Survey this past
Quarter. The Survey identifies Albanian private for profit, NGOs and other organizations
that have the ability to provide sustainable services to the cluster members and the overdl
SME community. The Survey identifies the organizations, classfied according to ther
organization type and makes note of the types of services the organizations can provide.
(A copy of the Survey has been forwarded to USAID.) (Copies of the Survey
questionnaire can be found in Annexes 2 and 3.)

The universe of locd BSPs s continuing to grow in terms of the number of firms offering
consulting and training services, and in terms of the services offered. Most Albanian
business sarvice providers offer basic training courses and business plan preparation and
have expressed an interest in devel oping more sophisticated business consultancy
sarvices. Asther level of service expands, ther ability to support the Albanian SMIE
business community’ s efforts to grow and thrive in the competitive domestic and
international marketplaces will increase in sgnificance.

As gppropriate, EDEM will look to include BSP organizationsin cluster activities and
when their capatiilities maich assgnment needs, EDEM will provide opportunities for
local firmsto offer their servicesin addressing cluster needs. EDEM will dso provide
opportunities for loca BSPsto participate in EDEM technica assstance activities as
‘observers/'students . For example, if the Stuation is gppropriate and awilling BSPis
identified, when an EDEM STTA is providing assistance to a cluster/firm, opportunities
for mentoring will be offered.

During this Quarter, planning was begun to undertake a comprehensive survey of donor
programs supporting SME development in Albania. This survey will identify donor
programs, their activities, type and amounts of funding, their target market/sector and
identify any application process they use to respond to SMIE support requests. Please see
Annex 4 for acopy of the survey questionnaire.)

E. Communications

Significant to increasing Albania s competitiveness is making the public aware of
progress in the form of successes and opportunities, as well as obstacles encountered.
Supporting this objective, extensve media coverage was provided to EDEM related
events during the Quarter. Both the “ Albanian Tourism Evening” and the Nationd
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Competitiveness Conference were comprehensively reported on by televison, radio and
the print media, including daily and weekly newspapers and magazines.

Coverage of the National Conference was broadcast over 15 TV dations, two radio
dations and articles were published in seven daily newspapers as well as the Southeast
European Times and the “Monitori” magazine. Over 20 journdists covered the event.

“Albanian Tourism Evening” was covered by nine TV gtations and two radio stations and
articles were published in Sx daily newspapers and the “Monitori” magazine.

To further increase public awareness of Albanian competitiveness activities, EDEM:

issued seven press rel eases covering cluster meetings and EDEM -sponsored
events,

published for generd distribution an updated brochure describing the EDEM
project and a new ‘fact sheet’

organized the media briefing with reporters on the cost of corruption in the
businesses,

supported “Albanian Tourism Evening” by preparing aflyer and poster for
advertisng the event and assisted cluster members prepare information
meterid;

consulted with TV Arberiaand Top Channd TV on programs covering
Specidty tourism and the Specidty Tourism Clugter; and

provided support to the “Monitori” magazine on publication of a series of
articles deding with the herbs/spices industry and the EDEM cludter.

In addition, two other media pieces were prepared, a TV documentary on
Compstitiveness and an article for the “Monitori” magazine on the need for Albanian
mesat processors to diversify their products. Both pieces have been submitted to USAID
for their review and approval.

F. Administrative

Saffing

Project long term gtaffing has continued to be an issue affecting project implementation.
Anindividual wasidentified to fill the market development advisor position, but
unfortunately shortly after hisarriva, he became ill and was forced to resgn. The SME
Development Advisor who had been with the project since itsinception left in June for
persond reasons. Fortunately, well qudified individuas have been identified as
replacements and are expected to join the Project early in the coming Quarter. Their
arriva will complete the EDEM team and dlow its activities to go fully forward this Fall
when clugter activities swings into high gear.
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An effort to hold a stakehol der/staff team building activity that had been programmed for
the Quarter has been postponed until this Fall. The Project’ s workload was tremendous
during this past Quarter and combined with the change in saff lead to the decison to
hold the session later when more preparation time was available and the saffing Stuation
had stabilized.

SITA

During this past Quarter the following STTA provided service to EDEM and the EDEM
cdugers.

STTA for the period from April 1 - June 30

Name of traveler: Arrival in Albania Departure from Albania
1 Scott Wayne 3/22/2004 4/4/2004
2 Peter Furth 3/28/2004 4/3/2004
3 Andrew Smith 4/12/2004 4/23/2004
4 Russ Webster 4/26/2004 5/7/2004
5 Dane Smith 5/11/2004 5/15/2004
6 Dan Edwards 5/16/2004 6/5/2004
7 Scott Wayne 5/23/2004 6/6/2004
8 Jason Bauer 5/29/2004 6/4/2004
9 Dane Smith 5/31/2004 6/5/2004
0 Andreas Widmer 5/31/2004 6/4/2004
11 Derryck Cox 6/1/2004 6/9/2004
12 Peter Furth 6/1/2004 6/9/2004
13 Charles Stathacos 6/3/2004 6/9/2004

EDEM Results Framework and Performance Monitoring Plan

Although the EDEM RF and PMP have not been officidly gpproved by USAID, the
callection of basdline data on the 16 proposed PM P indicators began during this Quarter.
The onset of the basdline data collection was made possible after selecting the industry
clusersthat EDEM will be working with over the life of the project. USAID and EDEM
will be medting in July to finglize an agreement on the RF and PMP.

USAID/GIS

USAID/Albania has begun development of a GIS program that will not only support the
Mission’s activities, but the implementing partners aswell. EDEM isin pogtion to not
only contribute to USAID’ s data collection efforts, but also to sgnificant benefit from the
information mapping efforts. EDEM identified severa sets of indirect indicators for
indusonin USAID'sGIS.
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Regiond location of commercialy important herbs where the presence and
quantitative availability of the herbs will be mapped and changing dynamics
monitored. Thisisa continuation of the work aready done by previous USAID
activities. EDEM and the GIS unit & USAID will leverage this activity by
updating the available information and trying to extend the information detabase
to regions not yet included.

Tourigt service capacities as measured by commercialy available tourist lodging
facilities (beds) by region. Thisisan indicator that indirectly measures the
tourism industry development in a given geographicd area. EDEM and the GIS
unit will work together in securing and updating the information.

Mapping of objects of interest for the specid interest tourism customers such as.
archeologica dtes, Stesof cultura importance, monuments of nature, potentia
adventure tourism Sites, etc.

EDEM will provide information to update the databases maintained by the GIS unit on
generd S.O.1.3indicators. The indicators on which EDEM will report are:

1. Number of USAID assisted enterprisesin agriculture and livestock; and
2. Number of non agriculture enterprises assisted by USAID.
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ANNEX 1

INVITATION: ALBANIAN BUSINESSON THE ROAD TO
COMPETITIVENESS

June 2, 2004 Sheraton Hotd 8:30to
17:30

Themes

You are cordially invited by the EDEM project to attend amajor conference event. The theme of the
event is* Albanian Businesses on the Road to Competitiveness.” Wewill provide technical
information on how business operations improve competitiveness at the micro-economic level,
considerations financial institutions use in lending to businesses, as well as data on Albania sforeign
trade situation and competitiveness. Information about the costs to business of corruption will be
provided.

Reports on the substantial progress in organization and actions for three business clusters will be
provided by representatives of specialty tourism, herbs and spices, and the meat processing industry.
Round table discussions will be conducted to seek recommendations on topics that require specific
actions to improve competitiveness:

= Public information strategy

= Regulatory environment

= Innovative practices

=  Creating apositive brand for Albanian products
=  Anti-corruption

Program
8:30 Registration and Coffee, Viewing Postersand M aterials about
Business Clusters
9:00 Official and Introductory Remarks by Invited Officials
Steven Zate, Chargé D’ Affaires, USEmbassy, Arben Malaj, Minister of
Finance
Anastas Angjeli, Minister of Economy, Harry Birnholz, USAID Mission
Director
9:30 Welcome and Introductiong/Goals

Tom Rulland, Director DAI/EDEM Project, Dan Edwards Wor kshop
Facilitator, TRG Inc.
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9:45 Micro Enterprise Development: On the Frontier Group (OTF) — Dane
Smith

10:30 Coffee break
11:00 Competitiveness— What Financial Ingtitutions Consider in Lending to
Businesses- Seven Grunerud, CEO Banka E Kursimeve

11:30 Albanian Foreign Trade Development — Albanian Center for

International Trade, Selami Xhepa, Research Director

12:15 The Cost of Corruption and its Effects on Competitiveness - Kostandin
Kazanxhi, EDEM Anti-corruption Advisor, Auron Pasha, IDRA

13:00 Lunch Break

14:00 Observations on the Government’s Role in Support of Business

Development
Agron Duka, Minister of Agriculture, Bashkim Fino, Minister of Territory
& Tourism

14:30 Cluster Group Presentations On Progress

Specialty Tourism Service Industry 14:30—14:45
Herbs/Spices Industry 14:45—15:00
Meat Processing Industry 15:00—15:15

15:15 Break
15:45 Round Table Issue Group Discussions
v Branding Albania Positively
v Public Information Strategy for Business
Deveopment
v The Regulatory Environment
v Innovation and Creativity
v' Anti-corruption
16:45 Issue Group Reports
17:30 Closing Remarks, Tom Rulland, Director EDEM Project
18:00 Reception
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Name of organization:

L ocation:

ANNEX 2

BUSINESS SERVICE PROVIDER SURVEY

Contact person:

Td/Fax:

Email:

Website:

Products and Services

What services/products do you offer? (Pleeselist dl.)

Who isyour target market?

What type of clients do you serve? (same question, but asked in a different
way)

Which one(s) igare the most requested service/product?

Do you survey your clients for cusomer satisfaction?

Do you charge for your services? Are clientswilling to pay?

From your experience, for which services/products are SMEEs most likely
to pay?

Do you have aprice lig? What are the payment terms?

Do you have asigned agreement for services/products to be performed?

10 What factors influence the prices charged?
11. (If no fees are charged) |Is there an application process?

. Resour ces

aghrwOdDPRE

How many staff work here (totd)? In each function?

What type of qudifications does your professond staff have?

What qudifications does your management have?

Do you offer training for your professiona staff? (Not training of clients)
What types of resources do you use to find the information needed to
deliver the service/product to your clients?

1. Competitors

1.
2.

Who are your competitors?
Why do clients come to you instead of your competitors?

IV.  Ownership and Financing

1.
2.
3.
4. Who makes the key decisions— the manager, the donor or other?

When organization founded? (History/growth)
Is the organization registered? (Type of regigtration)
What are your funding sources? (Past, Present, Future)
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ANNEX 3

Individual BSP Survey

Name

Contact Information:
Organization (or Independent)

Address

Phone

Fax

Mobile

Email

Web

Industry Expertise:

Professonal Areas of Interest:

() Consulting Practice (%*)

() Human Resource Management Development (%6*)
() Business Management Development (%*)

() Public Sector Management Devel opment (%0*)

() Training Management (%0*)

() Performance Management (%*)

() Organization Development

() Evdudion — Return on Investment (%*)

() E-Learning (%*)

() Training Basics (%*)

() Training Development (%0*)

() Other — Please List

Degree of interest in working with EDEM Project:
() High ( ) Medium ()Low

Comments:

* Proportion (percentage) of your business
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ANNEX 4

DONOR SURVEY

Name of Donor:

Address:

Contact Person:

Tel/Fax:

Email:

Website:

1. Project
Name(s):

2. Locations:

3. Funding Source (if gpplicable):

4. Amount of Funding:

5. Timeframe. .. Start: Finish:

6. Target market / sector:

7. Type of assistance offered:

8. What type of assstance has the most demand:

9. Feeor cost-recovery: Fee ; Cost-recovery:
o Pricelist:  Yes No
10. Signed agreement for performing services. Yes No
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11. Application process/ How to access assistance

12. Number of professona staff: Professiona Support

Expertise available

13. Working with other organizations. Yes No

a Alliances;

b. Déivery (ie NGOs, RDAS, €tc):

14. Contact name/details (if different from above):

15. What other donors/organizations active in Smilar programs:
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