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An Economic Impact Assessment of the USAID/IFDC
Assistance to Albanian Agricultural Trade Associations (AAATA)

Executive Brief and Summary

Background and Objectives

Economic and socid indicators show that Albania is the least developed country in
Europe. However, during the mid and late 1990s the economy experienced one of the fastest
rates of growth among the economies of countries in trandtion. With the exception of 1997,
when the collgpse of the pyramid schemes caused serious adverse digtortions, the economy of
Albania has grown a the rapid rate of a leest 7% annudly during 1993-2000. The ayiculturd
sector in Albania provides employment to over 750,000 people, has experienced a rate of growth
greater than in other trandtion economies, and has dso undergone a rapid process of
privatization. Productive activities in the agriculturd sector and agribusiness subsector are now

essentialy in the hands of the private sector.

The economy of Albania has undetaken dragtic Structurd transformations since the
beginning of the trandtion process in 1990. As a result of changes in the agriculturd sector,
livestock production increased by more than 80% between 1989 and 1999 and is now more
important than it was before the trandtion period. During the same period (1989-99) crop
production increased by only 7% and, as a percent of tota agricultural production, declined from
about 58% to 50%. Crops that have an increasingly important role in the new dructure of
agricultura  production are maize and dfdfa produced for poultry and livestock feed, and
vegetable production to meet argpidly increasng domestic demand.

During the trangtion, Albania benefited from the technicd and financid support of
internationa donors and development agencies to promote the rapid development of a private
sector that, in response to market-driven demands of producers and consumers, can efficiently
conduct the didribution of commodities and services previoudy underteken by date inditutions
in a centrdly planned economy. The United States Agency for Internationa Development
(USAID) has played a sgnificant role in facilitating and expediting this process of trangtion.



On the basis of wel-identified priorities of requirements for assgtance to Albania, in
1992 USAID began supporting a series of projects that have been successfully implemented by
IFDC for more than a decade. The development and implementation of these projects was
initiated in late 1991 and early 1992 with the identification of the lack of fertilizer procurement
and supply to famers as one of the key condraints to crop production in 1991/92. The
implementation of these projects, initisted in late 1991 with an expert consultancy and basdine
assessment, has evolved into a thriving program and become a modd of a successful gpproach to
inditutiona development and cgpacity building with active participation of the private sector.
This approach is based on the specification of clear gods and well-defined objectives and the
implementation of activities in a flexible manner to rapidly adjust to changing circumstances and
benefit from emerging opportunities

The rationde for the implementation of the overadl USAID/IFDC program of assstance
to Albania is based on the building of inditutiond capacity through the deveopment of
sudanable Agribusness Trade Associations (ATAS) as ingruments of change and innovation to
promote: (1) the profitability and growth of agribusness enterprise members of the ATAS
(2) the growth and success of ATAs in becoming financidly sdf-supporting and sustainable
inditutions, (3) the empowering of fames and agribusness to influence the decison-making
process associated with the design and enactment of public policies affecting agriculturd and
agribusness enterprises, and (4) the devdopment of the human resource base and indigenous
technical and entrepreneurial expertise.

Phases of Implementation

The main focus of the Initid Phase (1992-98) of the USAID/IFDC program of assstance
to Albania was the redructuring and deveopment of Albanids fertilizer subsector through
cgpacity building in (1) private sector inditutions, namey the Albanian Fetilizer and Agro-
Inputs Dedlers Association (AFADA) and (2) public sector inditutions, such as the Statitical
Savice Directorate in the Minidry of Agriculture, to enhance their cgpabilities in assging
faming and agribusness enterprises This assstance sgnificantly improved the capability of

agribusiness to overcome financia and technica congraints.



During this initid phase of support to the development of a sustainable restructured
fertilizer subsector in Albania (1992-98), farmers, agribusnesses and the economy as a whole
benefited as a result of increased economic returns, employment, profits, and incomes. In this
phase, the focus of the USAID/IFDC progran of asssance to Albania was limited manly to
improvements in the supply of agro-inputs. Postive impacts of the program interventions on the
productivity of farming and agribusness enterprises resulted in benefits to famers and
agribusiness, and, indirectly, to consumers of agriculturd products, the labor force, and the

country’ s economy.

The success of AFADA in the devdopment of an efficient supply of agriculturd inputs
implemented with the active participation of the private sector stimulated the emergence of
opportunities that expedited the establishment of additiona ATAS. In response to the emergence
of those opportunities, the main focus of the program was shifted towards the development of
ATAs and agriculturd and agribusness enterprises involved in the production, marketing, and
processing of agriculturd outputs. The repid edtablishment of these new ATAs and thar
asociated new needs and opportunities for development assstance provided the rationde for
USAID/IFDC support and involvement in the project Assstance to Albanian Agriculturd Trade
Associations (AAATA), Phase One (1999-2001), and Phase Two (2002/03).

In Phase One of the AAATA project (1999-2001), the initid focus was on smdl- to
medium scale processing enterprises for grain, poultry and livestock, edible oil, and horticuture
indudries. During this 3-year phase, the project was successful in increasng the membership,
sarvices, and financia soundness of the initidly seven, and later, eight trade associations targeted
by the project. These ATAs comprise the production and processng of (1) commercid
horticulturd  products including greenhouses;, (2) poultry, eggs, and feed milling; (3) olive and
other edible ail; (4) meat products, (5) potato seed; (6) fish; (7) flour milling and whesat; and
(8) agriculturd  equipment and processng meachinery. Also, in Phase One of the project, the
Federation of Agriculturd Trade Associations (KASH), the Agribusiness Expert Council (KEA),
and the Association Business and Management Center (ABMC) were established.

During Phase Two of the AAATA project (2002/03), the focus and emphasis shifted
more toward inditutiond drengthening of the ATAs to enhance the long-term viability and



sugtainability of the associaions. In this phase, increased emphasis is given to (1) strengthening
the role and operationd effectiveness of KASH, the ABMC, and the KEA; (2) developing of
credit union associations and Private Sector Extenson Services (PSES); and (3) improving the
effectiveness of the National Albanian Farmers Union (BKFSH) in addressng farmers concerns
on the economy and the consequences of policies affecting farm production. During this phase,
gpecid atention is given to the establishment of a sound foundation to facilitate and energize the
development of agribusness clusers and commodity vdue chains in the following four key
subsectors: (1) the horticultural subsector including the production of greenhouse vegetables and
open field fruit and vegetable production and processing; (2) the poultry subsector involving the
production and processing of broilers and eggs, (3) the production/processing of olive and other
edible oils and (4) agribusiness clusters associated with the industry of spices and herbd
products, members of the Albanian Spice and Herba Products Association.

Impactsand Benefits
The most important measurable impacts and benefits of the overdl USAID/IFDC
program of Assistance to Albaniaand of the most recent AAATA project are described here.

1. In the ealy to mid 1990s the USAID/IFDC program of assstance to Albania initially
impacted the growth of ATAs mainly through the rapid incresse in the membership of
AFADA. This was as a reault of the impressive success of the program in introducing and
energizing the active paticipation of the private sector in the procurement, distribution, and
retaling of fertilizers. Since 1996 the success of AFADA contributed sSgnificantly to the
establisiment of new ATAS and the rapid growth in their membership. Between 1996 and
2003 the membership of agribusnesses and farmers in associations increased more than four-
fold. In the agribusness associations, membership increased from 485 members in 1996 to
2,278 in 2003, and in the farmers association, from about 1,700 members in 1996 to 7,000 in
2003. Thus, the overal USAID/IFDC program, and nore recently, the AAATA project have
had a remarkable podtive impact on the growth and influence that the ATAsS have as
inditutions of change and innovation in Albania

2. Apex and supporting organizations were established to enhance advocacy and to boost the
benefits of the increased influence of the ATAs In regard to advocacy efforts, KASH
includes 18 agriculturad trade associations that joined together to exert grester influence in
the policy decison-making process of the Government of Albania (GOA). The ABMC was



edablished by the project to provide support to agribusness development in Albania. The
ABMC incorporated the Agribusiness Consulting Group (ACG) and has developed a roster
of experts in project management, proposad development, and in the provison of technicd
assdance to agribusness clients. ABMC is working to edtablish pre-eminence in loca
agriculture technical assistance and dso is reeching out to financidly strong investors
interested in agriculture. The Agribusness Expert Council (KEA) was established and legdly
regigered in Mach 2002. KEA may play an important supporting role in the future
development and growth of the agribusiness subsector and the agriculture of Albania

. The AAATA project has adso contributed sgnificantly to the establishment of Credit Unions
that are based on the ATAs members, their families, and communities. The AFADA Credit
Union (CU) continues to be the largest CU in Albania having more than $150,000 in funds to
be lent. In addition, the AAATA project has fully established two other CUs based on trade
asociations: the Potato Seed Association (ANSPA) CU with 208 members and the
Horticultura Albanian Businessmen's Association (HABA) CU with 148 members.

. The impact of the prgect in rdaxing financid condraints is wel demondrated by the
amounts of credit provided to agribusiness enterprises targeted by the project (critical clients)
in the form of loans mainly to conduct trade transactions, and supplement working capita
requirements. Occasiondly, some of these loans were dso used to supplement the use of
their own financiad resources to invest in capitad assets (capitd investments). Between 1999
and 2003, assstance provided by the AAATA project facilitated access to credit for more
than US $13 million to agribusiness enterprises (Table 2.3). Agribusiness industry clusters
that in recent years received mogt financiad resources through credit fecilitated by the project
were (@) poultry with over US$4 million; (b) meat processng with US$29 million;
(¢) horticulture, including greenhouses, with aout US $1.8 million; and (d) the odlive ail
duger with US $1.76 million. In addition, during Phase One of the AAATA project, industry
clusters of dairy production and processng, and flour milling and wheat dso were important
beneficiaries of the credit facilitation efforts of the project.

. Between 1999 and 2003, the totd cumulative impact of the project on agribusiness capitd
invesments in Albania amounted goproximately to US$21.8 million (Table2.4). The
indudtries that have implemented a larger proportion of these investments are (a) poultry with
about US $8.9 million, (b) flour milling and wheat with US $4.3 million, (c) horticulture with
US $2.7 million, and, (d) olive ail and (e) meat processing with about US $2.0 million each.



These program results dso show the shift in emphasis given by the project in recent years
(2001-2003) to agribusness enterprises in the poultry, horticulture, and olive oil industry
clugers. The importance of the AAATA impact on cgpitd invesments by agribusness
enterprises is demondrated by the fact that successful capita investments engender a flow of
economic activity and benefits over the lifespan of the capitd asset. Thus the economic and
socid bendfits of the AAATA project in Albania will occur for a number of years wel after
the project is officidly concluded in 2003. In evaduating this type of project it is important to
conduct an assessment that is based in time periods that are suitable to capture the complete
stream of benefits and costs associated with the capital investments induced by the project.

. Edimates of the impact of the project on the flow of sales revenues and profits are derived
from the flow of the capitd invesments described above. Conservative lower-bound
edimates of the sdes revenues and profits associated with the flow of capitd investments
induced by the AAATA project during 2000-2008 are expected to amount to more than
US $106 million in sdes revenues and more than US $234 million in profits (Table 2.5). A
sengtivity anadlyss conducted to evduate the possble effect of lower estimates of impact on
sdes revenues clearly indicates that, even if the estimated impact on sdes revenues were
30% lower than edimated, the cumulative impact (2000 to 2008) on sades would ill be
about US $74.7 million, and on profits, goproximately US $16.4 million (Table 2.6). Thus,
even a these greatly reduced levels of impact on sdes revenues, the overdl flow of benefits
of the AAATA project on sdes revenues and profits is very dgnificant and quite substantia
with respect to the sze of the Albanian economy.

. Egtimates of the impact of the proect on employment were derived from the capitd
investments and saes revenues and show that a tota of 4,761 person-years of employment
will be provided to the Albanian labor force during 2000-2008 (Table 2.7). If a more libera
(and probably more redigtic) assumption about the increase in annud sdes revenues is
needed to trigger the hiring of an additiond worker, then the edtimated impact of the
AAATA project on employment will increase to 6,896 personyears during 2000-2008. In
addition, more than 300 persons received formd training in a diversity of skills and expertise
that are needed to improve the effectiveness profitability and growth of agribusness
enterprises in the targeted ATAS. Returns to invesments in human capitd through forma
and informa on-the-job training occur over the lifespan of the persons recaiving the training.
These are usudly higher when the economy is growing. There is a need for wel-trained
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personnel to facilitate the rgpid trandfer and adoption of improved technology that is
occurring in Albania

There is clear evidence and wdl-documented examples of impact on exports conducted by
AAATA dlients. These examples involve the export of important quantities of fresh tomato
and watermelon, frozen vegetables, eggs, roasted peppers, ketchup, and canned products to
countries such as Kosovo, Germany, Croatia, and Greece. Vegetables and poultry products
are gpparently the main products that are being exported as a result of the AAATA project
interventions. Incomplete data of the project impact on exports show that quantities of these
products with values of about US $1.7 and 1.2 million were exported in 2001 and 2002. In
2003, products with a value of more than US $0.6 million, induding US $384,000 of herbs
and spices to the United States, have been or are currently in the process of being exported.
In addition, there is evidence that increases in the domestic production of vegetables
asociated with productivity improvements have reduced the importation of some vegetable
products. The limited information and observations on the export promotion and import
subgtitution that are associated with the impacts of the project on agribusness development,
indicate that the AAATA project has improved the annua baance of trade of Albania by
severd millions of US dollars.

The program efforts in establishing AFADA and in asssing fertilizer deders and importers
to devedop efficient agribusness enterprises contributed sgnificantly to the rapid growth in
the use of fertilizers, improved seeds, and crop protection products (CPPs) by farmers
(Table 2.8). Edimates of the increases in crop yidds cadculated usng data from a sample of
farmers in 1999 show that, on average, yidds of wheat and maize increased by 53% and
70%, respectively, and that the yidds of dfafa doubled as a result of improved technology.
However, average yields of these crops for the country in 1999 did not experience the same
levels of increase as those observed in the sample.

To assess project impact, a Smple procedure was used to estimate the benefits associated
with the increased use of fertilizer, improved seeds, and CPPs by famers. On the basis of
average vaue/cost ratios associated with fertilizer use and the cost of fertilizer, the flow of
net benefits of the project (to farmers) in terms of increased economic returns to the farmers
land and fixed factors of production for 1992 to 1999 are edtimated to fluctuate from
US $1.65 million in 1992 to about US$9.5 million in 1998 (Table 2.9). These edtimates
consarvaively assume that only 25% of the benefits of improved technology to farmers can

Vi
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be attributed to the efforts of the program. In addition, a profit margin of 10% on the saes
revenues of the AFADA dedes is used to edimate the flow of benefits to these
agribusinesses. These benefits fluctuate from US $330,000 in 1992 to US $1.9 million in
1998 (Table 2.9).

Bendfit-cost andlyses of the invesment in the AAATA project were conducted to evauate
this investment as an additiona but independent investment from those occurring before
1999 as part of the USAID/IFDC program of assstance to Albania. Results of these andyses
for four different scenarios of investment impacts on saes (as is edtimated and 10%, 20%,
and 30% lower than is estimated) show that net present values (NPV) cdculated usng an
annud rate of discount of 12% are dl postive and sgnificant. The results range from a NPV
of US $4.47 million for Scenario 1, when the estimated effect of the project on sales revenues
and profits is unchanged, to a NPV of US$312,500 for Scenario 4, when the estimated
impact of the project on sdes and profits is 30% lower than estimated (Table 3.1). This
means that after accounting for annud returns of 12% to the funds invested by USAID in the
project, there are dill substantia postive surplus benefits measured in US dollars that are in
fact the net present values (NPV) calculated for the project scenarios.

A bendfit cog analyss conducted to assess the economic effectiveness of the investment by
USAID in the overdl 1992-2003 USAID/IFDC program of assstance to Albania shows that
al NPVs cdculated usng an annud rate of discount of 12% are postive and quite substantia
ranging from a NPV of about US $7.25 million for Scenario 1, when the edtimated effect of
the AAATA project on sales revenues and profits is unchanged, to a NPV of about
US $5.37 million for Scenario 4, when the estimated impact of the AAATA project on sdes
and profits is 30% lower than edimated (Table 3.2). This anadyss dlows for a more
comprehensve and, probably, more redigic evadudaion and assessment of invetments in
development assistance programs that are implemented and provide benefits over a mid- to
long-term time period. It should be noted that these very podtive results are obtained even
when a very consarvative criterion is used to caculate the economic benefits of the program
and therefore lower-bound estimates of benefits are actudly used in these analyses.

13. A key bendfit of the AAATA proect has been to edablish an effective inditutiona

foundation and base to improve the competitiveness of Albanian agribusiness enterprises in

domegtic and export markets. This is an important contribution of the project to future efforts

viii



and programs designed to acceerate and expand the entry and participation of Albanian
agriculturd and manufactured exports into globa markets.

Implications for Development Assistance Programs
The following observations and implications for development assstance programs are

made on the bass of the lessons learned and experiences gained in the implementation of the

USAID/IFDC program of assistance to Albania
Development assgtance programs to promote and accelerate the trangtion of centraly
planned economies to market-driven economies should be based in clear and well-defined
gods and objectives to be achieved through flexible project implementation approaches that
dlow for rapid adjusments to changing circumstances and emerging opportunities. In this
process specia attention should be given to the role of loca entrepreneurs and enterprises.
Assgance for inditutiond development and capacity building involving the deveopment
of agribusness trade associations as key sources of change and innovation can be a very
successful  gpproach to facilitate agribusness and economic development in economies in
trangtion in paticular and developing countries in generd. It is important to recognize,
however, that the success (or falure) of this gpproach is dgnificantly affected by the
socioeconomic, culturd, and geopoalitical circumstances that are present in a country a the
time the project implementation isinitiated.
Because human resource devedopment is an inherited component of inditutiond
development and cgpacity building, invesments in traning and human capitd should be
included as explicit components of development assstance programsin this type of project.
Long-term efforts of support (8-10years) by international donors and development
agencies should be conddered for the successful implementation of inditutiond
development and capacity building projects.
Specific activities of monitoring and evauation should be included as components of these
projects to document successes, identify shortcomings, and facilitate adjustments and
changes in the emphadis of project implementation.



An Economic Impact Assessment of the USAID/IFDC
Assistance to Albanian Agricultural Trade Associations (AAATA)

Background and Program Rationale

Economic and socid indicators clearly show tha Albania is the poorest and lesst
developed country in Europe. Agriculture has been and 4ill is the most important sector of
Albania's economy contributing more than 50% to the gross domestic product (GDP) and to the
employment of the population. As a country undergoing a rgpid trangtion from a rigoroudy
centrdly planned economy to a market-driven economy, Albania in generd, and the agricultura
sector in  paticular, have experienced dragic trandformations and confronted difficult
devdopmentd chdlenges snce the initiation of trandtion in 1991. During this trangtion,
subgtantia technicd and financid assstance has been required to support the urgent need for and
devdopment of a private sector that, in response to market-driven demands of producers and
consumers, can efficiently conduct the supply and digtribution of commodities and services
previoudy undertaken by sate indtitutions in a centraly planned economy.

International donors and agencies have provided consderable assstance to Albania to
support efforts to relax and overcome technica and financid condraints to the development of
an dficdent and dynamic private sector. In these efforts, paticular attention has been given to
inditutional capacity building and invesments in physcd and financid infragtructures that are
essentid for the successful trangition of Albaniato amarket oriented economy.

In 1992, on the basis of properly identified needs for assstance, USAID initiated support
and funding to a sequence of projects that have been successfully developed and implemented by
IFDC for more than a decade. The development and implementation of these projects was
initiated with an expert consultancy and a basdine assessment in late 1991 and early 1992, and
had evolved into a successful program and gpproach to inditutional capacity building with active
participation of the private sector. This goproach involves the flexible implementation of
activities that rapidly adapt to changing circumstances. Often unexpected chdlenges and
opportunities emerge as innovations are introduced and technicd, financid, and inditutiona



congdraints are removed in the context of an economy in trangtion. The overal USAID/IFDC
program rationde is therefore based on the building of inditutiond capacity through the
devedlopment of sustainable ATAs as insruments of change to promote (1) the profitability and
growth of agribusness enterprises of members of the ATAS (2) the growth and success of ATAS
in becoming finencidly <df-supporting and sustaindble indtitutions, (3) the empowering  of
farmers and agribusiness to influence the decison-making process associated with the design and
enactment of public policies affecting agriculturd and agribusness enterprises, and  (4) the

development of the human resource base and indigenous technica and entrepreneuria expertise.

TheAgricultural Sector

In the mid to late 1990s, Albanias economy experienced one of the fastest rates of
growth among the economies of countries in trangtion. With the exception of 1997 when the
collgpse of the pyramid schemes caused serious adverse distortions, the economy of Albania has
grown a the rapid rate of a least 7% annudly during 1993-2000. The agricultural sector
accounts for an important share of the GDP (about 52% in 2000) and has contributed
ggnificantly to the rgpid growth of the economy. This sector provides employment to over
750,000 people, has experienced a rate of growth greater than in other trangtion economies, and
has dso undergone a rapid process of privatization. The promotion of agriculturad sector
development is, therefore, an important priority for the Government of Albania (GOA).

Albanids economy has underteken dragtic structurd transformations since the beginning
of the trangtion process in 1990. Because of the collgpse of the industrid sector and the
continuous growth in agriculturd production, the relative contributions of the agriculturd sector
to GDP and to the employment of the labor force have increased subgtantidly. Activities in the
agricultural sector and agribusness subsector are now essentidly in the hands of the private
sector.

As a reault of changes in the agriculturd sector, livestock production increased by more
than 80% between 1989 and 1999 and is now more important than it was before the trangtion
period. During the same period (1989-99) crop production increased by only 7% and, as a
percent of totd agriculturd production, declined from about 58% to 50%. Crops that have found

an increesingly important role in a new more diversfied agriculturd production dructure are



maize and dfdfa produced for poultry and livestock feed, and vegetable production to meet a
rgpidly increesing domestic demand. Growth in the demand for and production of poultry,
livestock, maize, dfdfa, and vegetables are partidly explaned by changes in consumption
patterns associated with risng incomes.

Depite adjustments in the agricultural sector in recent years, @ least 50% of the GDP
and more than 60% of the labor employment in Albania sill depend on the economic activity
and success of a broadly defined agricultura sector that includes farmers and agribusiness
enterprises. With a tota land area of about 2.8 million hectares (ha), only about 700,000 ha of
land in Albania is arable land. At a rate of about 0.2 ha of land per capita, the very limited
avaladlity of land and its highly fragmeted didribution are serious congrants to
improvements in agricultura production and productivity.

Agriculture is conducted on arable land in three main geographic aress. the coadd plains
(44%), the hilly areas (37%), and the mountainous aeass (19%). The cultivation of smdl
fragmented holdings contributes to the practice of subsistence agriculture by most farmers who
mainly cultivate wheat and vegetables for home consumption and sdl very smdl surpluses in the
market. A 1999 World Bank study shows a drastic decline in marketed surpluses of agriculturd
products and an increased dependence of urban consumers on imports to meet their requirements
for agricultura products such as flour, vegetable oils, sugar, and meat products.

The lack of proper financid, physicd, and inditutiona infrastructure and cgpabilities are
serious condraints to market development and growth in the agriculturd sector. The
establishment of efficient agribusness enterprises to process agriculturd outputs and redize the
benefits of Albanias comparative advantages in the production of labor-intengve high vaue
products is critical for the development of export markets. The creation and growth of export
markets are essential to expand the market for agricultural products well beyond domestic
demand and increase the growth and productivity of the agricultural sector.

Project Rationale
The socioeconomic and politicd circumstances and the condraints to agriculturd and

economic development in Albania in 1991 provided a very sound basis for USAID to support



and fund a program to fecilitate the development of an effective agribusness subsector. This
occurred with the direct participation of private sector entrepreneurs. The early identification of
the lack of fertilizer procurement and supply to farmers was one of the key condraints to crop
production in 1991/92. This motivated the implementation of a basdine assessment of the agro-
inputs supply Studtion in Albania a the beginning of the trangtion process. The sequence of
USAID/IFDC projects implemented in Albania during 1991-2003 is presented and briefly
described in terms of their main focuses and outcomes in Table 1.1. This shows that the timely
evdudion of financid, technicd, and inditutiond aspects of fertilizer production, procurement,
digribution, and use a the beginning of 1992 dlowed the identification of critical condraints to
agricultural production. Recognition of the immediate need to overcome these condraints as a
necessary condition to prevent dragtic declines in crop yidds and agriculturd production and
socid ingability provided a sound bads and raionde for the funding and implementation of
projects in the folowing years. Initidly (1992-98), these projects focused manly on the
development of private sector agribusinesses to import, didtribute, and retall fertilizers, seeds,
and CPPs to efficiently supply these critical agro-inputs to farmers on a timdy badsis a the lowest
possible prices.

The man focus of the initid phase (1992-98) was therefore the restructuring and
devdopment of Albanids fertilizer subsector through capacity building in: (1) private sector
inditutions, namely AFADA, and (2) public sector inditutions, such as the Staidica Service
Directorate in the Ministry of Agriculture, to enhance their capabilities and contributions to the
economic  efficency and profitebility of faming and agribusness enterprises. Assstance
provided by dl these projects through inditutiond capacity building and human resource
development has had a direct impact on the capability of agribusness to overcome financid and
technicd condraints. Significant improvements were achieved in: (1) access to credit and capita
investment; (2) access to information and knowledge on technica, economic, and entrepreneurid
agpects associated with the successful management of agriculturd and agribusiness enterprises
and inditutions; and (3) the participation of agribusiness entrepreneurs in the policy decisort
meking process and ther influence in the devdlopment and enactment of policies that affect

agricultura and agribusiness enterprises.



Table 1.1. USAID/IFDC Development Assistance Projectsto Albania, 1991-2003

Grant
Dates Project Titles | Amount Main Focus/Outcomes of Projects
(US9)
Sept. 18, 1991 to |Expert 24,700 - Lack of fertilizer procurement and supply identified as
Oct. 30, 1991 Consultancy one of the key constraints to agricultural productionin
1991-92.
Dec. 10, 1991to |Baseline- 200000 |.  Evaluation of financial, technical, and institutional
Mar. 10,1992 Assessment aspects of fertilizer production, distribution, marketing,
and use.
Basis for development of private sector fertilizer supply
system explored.
HM a.6,1992to |Bridging Grant | 1,700,000 |-  Facilitate procurement and distribution of fertilizers
Mar. 23, 1993 through imports, auctions, training of private sector
Mar. 6, 1992t0  |Truck 2.250,000 dealers, and access to transportation, information, and
Mar. 23,1993  |Procurement credit.
Establishment of AFADA in 1993 asa Trade
Mar. 6, 19920 |Fertilizer 8,700,000 Association tha.t incl uqles the maj or importers and
Mar. 23, 1993 Procurement dealers of agro-inputsin Albania.
Supply of fertilizers and CPPs conducted by private
an, 11993 10 Restructuring 4316530 sector with more efficient pricing and marketing
. policies.
Dec. 31, 1994 Albania ' . N :
Fertilizer System to collect and dissemi nate m_arketl ngi nformation
Subsector de_vel oped and_tr_ansferred to Statistical Service
(RAFS) Directorate, Minister of Agrlcglture and Food.
Jan. 11990 |Restructuring | 1209250 |  AFADA formally established in March 1993 reached a
Sept. 31,1995 |Albania memk_Jershlp of 154 in 1995 and includes al major
' Fertilizer supp_ller_s of agro-inputs. _ o _
Subsector Publication of Newsletter “Biznesi Bujgesor” with a
(RAFS) ci_rculat_ion _of 3000in Albanian_ ar_wd 500 in_ English for_
dissemination of agro-economic information and advice.
Oct. 1,1995t0  |Sustaining the 8,625,790 |-  Training for agro-inputsimporters and dealers and
Sept. 31, 1999 Restructured assistance to facilitate access to credit.
Albania Strengthening AFADA effectiveness and financial
Fertilizer sustainability.
Subsector Assist development of seed and CPPs subsectors with
(SRAFS) private sector participation.

Identification and transfer of improved technology to
farmersto increase yields and incomes.

Improving policies for agro-inputs, including regulatory
system and market information system.

Success of AFADA and efforts of other USAID
supported projects stimulated formation of 10 additional
agricultural associations.

Accessto $17 million in credit to AFADA membersto
finance input supply--74% of agro-inputs imports were
self-financed by dealers.




Grant

Dates Project Titles | Amount Main Focus/Outcomes of Projects
(US9)

January 1, 1999 |Assistance to 6,282,000 |-  Association Development: focus on ATAs with greatest

to Dec. 31,2001 |Albanian potential of impact and sustainability.
Agricultural - Agribusiness Development: focus on small- to medium:
Trade scale processing enterprises for grain, livestock, milk,
Association edible oil, and horticultural industries.
(AAATA) - Financial Support Services: Association-level assistance
Phase One in feasibility and business planning studies, credit

facilitation and financial counseling, credit monitoring,
credit and finance training, and access to external credit
facilities.

Credit Union Development: for agribusiness owners,
families and communities, through credit union
formation, institutional development, policy
improvement, savings mobilization, credit
administration, and training.

Support Services. to promote/improve GOA servicesto
agro-processing, technical assistance to farmers, use of
media, technical publications, and market management
information services to benefit agribusiness
development.

Seven ATAS, the Federation of Agricultural Trade
Associations (KASH), the Agribusiness Expert Council
(KEA), and the Association Business and Management
Center (ABMC) were established.

Jan. 1,2002t0  |AAATA 5,586,950 |- Institutional Strengthening, Capacity Building, and

Dec. 31, 2003 Phase Two Sustainability of ATAs—emphasis on KASH, the
ABMC, the KEA, credit unions association, and Private
Sector Extension Services (PSES). Enhance
effectiveness of research institutes (VRI, FRI, and ARI)
to improve quality and safety standards of food products
in Albania.

Agribusiness Devel opment—focus on establishment of
base to develop industry clusters and commodity value
chains by removing constraints and assisting progressive
entrepreneurs in the development of four key subsectors,
namely greenhouse vegetables, field fruits and
vegetables, poultry, and olives/edible qils.
Development of Albanian Spice and Herbal industries—
support establishment of Albanian Spice and Herbal
Products Association, and industry clusters.
Strengthening of the National Albanian Farmers Union
(BKFSH) to improveits effectiveness in addressing
concerns of farmers regarding the economy and policies
affecting agriculture.

During this phase of support to the development of a sudtainable restructured fertilizer
subsector in Albania (1992-98), farmers, agribusinesses and the economy as a whole benefited as
a result of increased added returns, employment, profits, and incomes. Although in this phase,
the focus was limited to improvements in the supply of agro-inputs, postive impacts of the
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project’'s (program) interventions on the productivity of farming and agribusness enterprises
resulted in benefits to producers (farmers and agribusiness) and, indirectly, to consumers of

agricultural products, the labor force, and the country’ s economy.

The success of AFADA in the devdopment of an efficient supply of agriculturd inputs
implemented with the active participation of the private sector (1992-98) dimulated and
expedited the establishment of additiond Agricultural Trade Associations (ATAS). However, in
1999, the main focus of the program was shifted towards the development of agriculturd and
agribusness enterprises involved in the production, marketing, and processing of agricultura
outputs. The rapid emergence of these new ATAs and their associated new needs (and
opportunities) for development assstance provided the rationde for USAID/IFDC to continue
support and involvement in the Assgance to Albanian Agriculturd Trade Associations
(AAATA) project, Phase One (1999-2001) and Phase Two (2002/03). A summary of the main
focus of this project in each phase is presented in Table 1.1 and a more detailed description is
offered in the following section.

Project Description

Implementation of the Assstance to Albanian Agriculturd Trade Associaions (AAATA)
project began in January 1999 initialy for 3 years (Phase One—1999 to 2001) with an option for
two more (Phase Two—2002/03). The god of the project is clearly within the USAID drategic
objective of developing successful private enterprises that simulate widespread and robust
economic growth. This is done by improving the productivity and expandon of agriculturad
production and processng of outputs. The establisnment of dynamic and sustainable agriculturd

trade associations are the key instruments of change and innovetion.

Goal and Objectives

The ultimate god of the project is to dgnificantly contribute to Albanids economic
development and growth by promoting the development of an efficient agribusness subsector
that can expand markets for and add vaue to the country’s agriculturd products. To achieve this
god, the main inter-related objectives of the project are:



1. Ingtitutional capacity building of ATAs to:

a. Improve thear cgpabilities as indruments of continuous change and innoveion to
their members.

b. Advance the participation and influence that ther members have in the deveopment
and enactment of policies that affect the agribusness subsector.

c. Enhancethelong-term financid viability of the ATAS.

2. Development and growth of agribusiness enterprisesin targeted ATAS by providing:

a. Assdance to asociations and agribusiness enterprises in the preparation of feashility
and busnes planning dudies, credit facilitation and financid counsding, credit
monitoring, credit and finance training, and access to externd credit facilities.

b. Support to credit union deveopment for agribusness owners, families and
communities, through assstance in credit union formation, inditutiona development,
policy improvement, savings mohilization, credit administration, and training.

C. Support services to improve GOA services to agro-processing, technical assstance to
famers, use of media technicd publications, and market management information
services that benefit agribusiness development.

To reach the god and objectives indicated above, a number of key interrdated activities
were identified as criticadl components of the project to assist and support targeted ATAs and
agribusiness enterprises (AEs). These activities were conducted on the bass of comprehensve
work plans of activities prepared, implemented, and frequently modified and updated as required
by the evolving demands, emerging opportunities, and changing circumstances that confronted
the ATAs and AEs. Project activities are described in detall in the work plans and progress
reports prepared periodicaly by the project. However, some of the key general complementary
activities of the program are noted here:

1. Assg in the planning and implementation of the Association and coordinate meetings of
targeted ATAs and Apex organizations.

2. Continuous interaction with ATAS officids and monitoring of ATAs and AE activities to
identify condraints to the profitability, growth, and development of agribusnesses the
soundness of the financid Stuation of ATAS, and to conduct assessments and reviews of
their needs.



3. Support services and assigtance for evauating the need to restructure agribusiness production
and marketing systems.

4. Providon of training and technicd assgance to ATAs and AEs personnd on the efficient
organization and financidly sound management of targeted ATAS and enterprises.

5. Provison of sarvices training, and information to facilitate access to credit—preparation of
investment plans and busness plans for loan gpplications, feashility dudies, and financid
counsdling.

6. Assg in the preparation of comprehensve busness plans to enhance the effectiveness of
financid management and sustainability of targeted ATAsand AEs.

7. Prepardion of materids and design of draegies to use mass media for enhancing the image
of ATAS, conducting membership drives, and gaining public support (advocacy).

8. Compilation and dissemination of market information useful to targeted ATAs and AEs, and
for the development and growth of credit unions.

9. Assd inthe preparation of technica publications and agribusiness magazine.

In Phase One of the AAATA project, the initid focus was on smal- to medium-scale
processing enterprises for grain, meat products, poultry and eggs, edible oil, and horticulture
indudries. During the three-year period, the project was successful in increasng the
membership, sarvices, and financid soundness of the origind seven, and later, eight trade
associations targeted by the project. These ATAs comprise the production and/or processing of
(1) commercid horticulturd  products including greenhouses;, (2) poultry, eggs, and feed milling;
(3) dlive and other edible ail; (4) meat products, (5) dairy products in collaboration with LOL;
(6) fish; (7) flour milling and whest; and (8) agricultura equipment and processng meachinery.
Also, in Phase One of the project, the gpex organization KASH and the KEA and ABMC were
established.

During Phase Two (2002-03), the focus and emphass of the project shifted more towards
inditutional srengthening of the ATAs to enhance the long-term viability and sudainability of
the Asociations. In this Phase, increased emphasis was given to (1) srengthen the role and
operationa effectiveness of KASH, the ABMC, and the KEA; (2)the development of credit
union asociations and PSES; and (3) improving the effectiveness of the BKFSH in addressing

farmers concerns on the economy and the consequences of policies affecting farm production.



Moreover, during this Phase, greaster importance was given to the establishment of a sound
foundation and base to facllitate and energize the devdopment of agribusness clusters and
commodity vaue chains by removing condraints and assding progressve entrepreneurs in the
development of four key subsectors, namely (1) greenhouse vegetables, (2) fidd fruits and
vegetables, (3) poultry, and (4) olives and other edible oils. Support to the development and
edablishment of the Albanian Spice and Herba Products Association and industry clusters was
also added to the project’s efforts during this Phase.

Performance Indicators and Outputs

Measurable variables reflecting changes in the wefare of the targeted beneficiaries and
the economy of the country are frequently used as indicators of the performance of development
assdance projects and programs. These indicators ae usudly the vdues of quantifisble
vaidbles that are directly or indirectly affected by the program activities and interventions.
Performance indicators are usudly measures of the consequences of program activities and
interventions in terms of ouputs that are in fact intermediary benefits to be transformed into
micro and aggregated impacts on the targeted beneficiaries, the country’s economy, and the
resource base. Good performance indicators are properly defined quantifisble variables that are
associated with the program activities and interventions and that can be used to effectively assess
the impact of a program.

Some key indicators of performance used to assess the impact of the USAID/IFDC
AAATA program in Albania are pecified here:
1. Impact on ingtitutional capacity building of ATAs:
Change in number and size of agribusiness membersin targeted ATAS.
Change in agribusness activity towards diversfication or specidization as a result of
interventions by ATAs (and the project).
Change in the number, scope, and diversity of services and products provided by ATAS.
Change in the financid dgtuation of ATAs and ther prospects for long-term financid
sugtainability and sdif-reliance,
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2.

Impact on development and growth of agribusiness enter prises:

Increase in production and decrease in average cost of production due to improvements in
operating efficiency of targeted AES as a result of program interventions such as
technical assistance and relaxation of financia congraints.

Volume and vaue of imported products and raw materias that are replaced with those
from loca sources and increased domestic production—import subgtitution.

Lower costs and increased profitability of AEs as a result of better trade policies (tariffs,
taxes) and access to credit and externd markets as a result of interventions by targeted
ATAs and the program.

Changes in capitd investments of targeted AEs and their impact on sdes revenues,
profits, and employment.

Ovedl increase in volume of sdes revenues, and profits of targeted AEs (critica
clients).

3. Impact of the development of targeted ATAs and AEs on farming enterprises and the

rural population:

Increased use of fertilizer, improved seed, and CPPs as a result of program interventions
such as, improvements in technica advice, agro-inputs didribution and marketing, and
avalability of credit to famers.

Increased yields and production of crops, and the employment of farm labor associated
with the improved use of fertilizer, seeds, and CPPs, and the adoption of better
technology and divergfication in agricultura production due to program interventions—
impact on farm productivity.

Increased economic returns to land and fixed factors of production and changes in

farmers incomes.

I mpacts on Economy, Human Resour ces, and Food Security

In the find anayds, the effectiveness and success of a development assstance program is

determined by the tangible impact that a wel sructured st of activities and technology trandfer
efforts provide as a stream of measurable benefits to targeted beneficiaries, the economy, and the

resource base. Such benefits represent the impacts of the program and consst of outputs and

outcomes of the program expressed in terms of monetary vaues, quantities of goods, and/or
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sarvices, and measures of proxy varigbles that are sometimes used to assess impacts on the

resource base, food security, and socioeconomic welfare.

Key measures of impact of the AAATA on the economy, the resource base, and food

Security are:

1. Economy:
Effect of increased volume of business generated by targeted ATAs and AEs on the GDP,
economic growth, and employment as aresult of project interventions.
Savings in cogts of inputs purchased and/or gains in revenue attributable to better prices
received for products sold as a result of cost/price advantages attained through economies
of scale associated with ATAS sponsored transactions.
Increesed domestic production and supply of agricultural products (wheat, maize, fruits
and vegetables) and processed products (poultry and meat products, anima feed),
measured in terms of quantities and vaue.
Increesed earnings (and savings) of foreign exchange to improve bdance of trade—
impact on availability of foreign exchange.
Expandon of GDP and employment associated with invesments in refurbishing and
expanson of infrastructure and production facilities by targeted AES.
Increased economic returns to agriculturd land and fixed factors of production, farmers
income, and earnings of hired off-farm labor, due to increased use of fertilizer, improved
seeds, and CPPs.

2. Resource Base:
Natural resource base—improved plant nutrient baances in soils of agriculturd land
asociated with the additiond use of fertilizer will increase and sudain the productivity
and economic vaue of agriculturd land.
Human resource base—increased economic returns to labor and the associated economic
vaue of “human capitd” as a result of improved skills, knowledge, and capabilities of
entrepreneurs and the labor force in generd.

3. Food Security:
Increased production of food products, namely, wheat, maize, vegetables, fruits, poultry
and eggs, and poultry and meet products will improve the availability of food and the
overdl food security Situation in Albania.
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Increased earning of foreign exchange due to import subdtitution and export promotion
associated with the increased efficiency and growth of targeted AEs and ATAS will boost
the purchasing power of Albania to import food from other countries and enhance food
Security.

Assessment of Program Performance and | mpact

Impact on Agribusiness Development

In Phase One (1999-2001), AAATA €fforts in agribusness trade association
development were successful in grengthening the establishment and effectiveness of the targeted
ATAs and smdl- to medium-scae agribusiness enterprises targeted by the project. Also, in
Phase One of the project, the apex organization KASH and KEA and ABMC were organized and
established.

During Phase Two (2002/03), the focus of the project shifted its emphasis toward the
indtitutional  strengthening of the ATASs to consolidate their operationa cgpabilities and enhance
ther effidency and the long-term viability and sudtainability of the associaions. In this phase of
the project increased importance was given to efforts directed to (1) strengthening the role and
operationa effectiveness of KASH, ABMC, and KEA; (2)the devdopment of credit union
associations, and PSES; and (3) improving the effectiveness of BKFSH in addressng farmers
concerns on the economy and the consequences of policies affecting farming enterprises and
farm production. A key objective and accomplishment of the project during this phase has been
the establishment of a solid inditutiond foundation and base to facilitate the development of
efficent agribusness clusers and commodity vaue chans by reaxing and removing condrants
and assding progressive entrepreneurs in the development of the Albanian agribusness
subsector in generd, and of four key agribusness industry clugers, in paticular. Thus, the
efforts of the project were shifted towards the following four key subsectors of agribusiness
devedopment in Albania (1) the horticulturd subsector including the production of greenhouse
vegetables and open fidd fruit and vegetable production and processng; (2) the poultry
subsector  involving the production and processng of broile's and eggs  (3) the
production/processing of olive and other edible oils, and (4) agribusiness clusters associated with
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the industry of spices and herba products and members of the Albanian Spice and Herba
Products Association. In the following sections the crucid contributions of the project to
agribusness development in Albania are evaduated in terms of their impacts on the growth of
ATAs and related organizations, the availability and access to financid resources, the magnitude
of cgpitd invesments, and ultimaidy, the growth in volume of agribusness activity, profits and
employment.

Growth of Agribusiness Trade Associations—The impact of the project on the growth
and increased importance of the ATAs in Albania is measured here in terms of (1) the growth in
the number of members of the ATAS, in particular in those targeted by the project for assstance
and promation; (2) the increase in the number of criticd clients or agribusness enterprises
targeted by the project for assstance; (3) improvements in the effectiveness of apex
organizations such as KASH, and supporting ingitutions such as ABMC and KEA; and (4) the
edablishment of credit unions as complementary supportive organizations of members of the

ATASs and their communities.

Time series data on the membership of ATAs in Albania for 1992-2003 are presented in
Table 2.1. These data and Figure 2.1 show the rgpid growth in the membership of farmers and
agribusness entrepreneurs in these associations. In the early to mid 1990s, the USAID/IFDC
program of assstance to Albania initidly impacted the growth of ATAs mainly through the rapid
increase in the membership of AFADA. This was as a result of the impressive success of the
program in introducing and energizing the active paticipation of the private sector in the
procurement, digtribution, and retalling of fertilizers. Moreover, the success of AFADA has
contributed dgnificantly to the establishment of a number of new ATAs and the rgpid growth in
their membership since 1996. Between 1996 and 2003 the membership of agribusnesses and
famer asociations has increased more than four-fold. In the agribusiness associations,
membership increased from 485 members in 1996 to 2,278 in 2003, and in the farmer
associations, from about 1,700 members in 1996 to 7,000 in 2003. Thus, the overdl
USAID/IFDC program and, in more recent years, the AAATA project have had a remarkable
impact on the growth and influence of ATAs As inditutions of change, ATAs fadlitate the
active and efficient participation of the private sector in the development and growth of the
agribusiness subsector and the agricultura sector in Albania.
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Table 2.1. Impact of Program on the M ember ship of Agribusinesses and Farmersin Trade Associations.

1992-2003
Associations Number of Members
Acronym Name 1992 (1993 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003
HABA Horticultural Albanian Businessmen’'s 65 100 1100 110 110 110 119
Association
APFA Albanian Poultry Farmers Association 35 35 34 34 35 39 39 35 39
AOCA Alimentary Oil Association 4 4 48 52 M %! L%
IALBAFLOR |Medicinal Herbs Association 60 65 70 70 70
LEAA Dairy Production Association 7000 700 700 700 70d
AMPA Albanian Meat Processors Association 30 30 30 30 30 30 3
AFPA Albanian Fishery Professional 6Q 65 65 65 65 64 65
Association
UPM Wheat Millers Association 9 15 25 25 2q 20 29
AFADA Albanian Fertilizer and Agro-Input 60 90| 1000 120 120 130 150 150 150 159 1(
Dealers Association
Subtotal Targeted ATAs 60 90[ 135 155 363 419 1,223| 1,232 1,234{ 1,234 1,239
WMA Willow Management Association 32 34 33 33 34
IANSPA Potato Seed Association 1500 150 150 150 1
AVALB Albanian Agricultural Mechanization 60 60 60 65 64 65
A ssociation
FF Seed and Seedling Association 30 5Q 80 1000 110 124 124 124
FPDD Private Farm of Fruit Trees Seedling 19 12 12 12 12 14
ABA American Bank of Albania 80 100 160 2200 300 350 420 4500 500 530 600 607
ADAMA  [Albanian Dairy and Meat Association 45 5 50, 50 5 50 5
Subtotal Other ATAs 80| 100 160 220 330, 445 620 854 917 969 1,039 1,039
Subtotal AgribusinessATAS 80| 160 250, 355/ 485 808[ 1,039 2,077| 2,149 2,203 2,273| 2,278
BKFSH Albanian National Farmers 1,000 1,200, 1,700 2500 3,000 3400 4500 5000 6,000 7,007
Association
Subtotal FarmersATASs 0 0] 1,000] 1,200| 1,700 2,500 3,000 3,400( 4,500 5,000, 6,000 7,000
TOTAL: 80| 160 1,250| 1,555| 2,185 3,308| 4,039 5,477| 6,649 7,203 8,273| 9,278

15



Figure 2.1 Membership of Agribusiness and Farmers in Trade
Associations
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The numbers of targeted enterprises or critica clients that have been the focus of more
gpecid atention for assistance by the AAATA project during 1999-2003 are presented in
Table2.2 by industry (and ATA). These data show that the number of AAATA'’s critica clients
in the agribusiness associations have more than doubled from 33 in 1999 to 68 in 2003. These
data are evidence of the increased efforts of the project in asssing a larger number of
agribusiness entrepreneurs and, aso, reflect the increased interest and demand of entrepreneurs
for assgance from the project. These numbers dso show the increased emphass given by the
project in recent years to agribusiness development in (1) horticulture, including greenhouses
and open fidd fruit and vegetable production and processing, (2) poultry and eggs, (3) dlive and
other edible oil, and (4) herbs and spices. This shift in emphasis is congstent with the change in
focus, purpose, and objectives of Phase Two of the AAATA project.
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Table 2.2. Number of Targeted Enterprises (Critical Clients)

Agribusness Number of Critical Clients
Trade
Assodiations Industry 1999 | 2000 | 2001 | 2002 | 2003
HABA Horticulture 7 9 19 21 21
APFA Poultry/Eggs 5 4 4 10 10
AOA Olive Oil 2 4 7 14 14
ALBAFLOR [Herbsand Spices 1 0 0 9 9
LEAA Dairy Processing with LOL 4 3 2 2 2
AMPA Mest Processing 9 7 7 2 2
AFPA Fish Production/Processing and other 2 4 10 10 10
UPM Four Milling and Wheet 3 6 7 0 0
Total Number of Critical Clients 33 37 56 68 68

The individud seven associations that were initidly asssed by the program have
experienced growth in membership and additiond ATAS have been edtablished. As result of this
growth, these asociations have become a dgnificant and increesngly influentia  force in
Albania In response to this increased influence, gpex and supporting organizations were
edablished to enhance advocacy and to boost the benefits from their increased influence. In
regard to advocacy efforts, KASH includes 18 agriculturd trade associations that have joined
together to exert greater influence in the policy decison-making process of the GOA. Some of
these 18 associations are assisted and supported by IFDC and Land O’'Lakes (LOL), but some
others are on their own. The KASH trade fair conducted in June 2003 and is expected to become
an anua event could become an important source of financid support to enhance the
sudtainability of KASH and dso a venue to discuss and promote policy development and
advocacy. It is expected that the membership of KASH will remain sable. The AAATA project
has dready shifted most of the activities and decison-making responsbilities to the KASH
leadership. The impact of the project on the growth and sudtainability of the ATAs in Albania
will be further enhanced through the edtablisiment of KASH as an inditution that is wel
recognized for its strength and capability to promote the development and growth of agribusiness

trade associations.

ABMC is an important organization established by the project to provide support to
agribusiness development in Albania ABMC incorporated the ACG and has developed a roster
of experts in project management, proposa development, and in the provison of technicd
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assigance to agribusness clients. Some of these experts are in fact the same ones that s
effectivdly promoted and facilitated ingtitutiond and trade credit for agribusness dients. They
ae d regponshle for the implementation of condderable sdf-invesments by agribusness
criticd clients of the AAATA proect. ABMC is working to establish pre-eminence in locd
agriculture technical assstance (TA) and dso is reaching out to financidly drong investors
interested in agriculture.

KEA was edablished and legdly registered in March 2002. KEA is a nongovernmentd
and nonprofit organization that includes 16 well known agribusiness experts, aming to serve as a
“think tank,” to assg the GOA as it moves away from a former centraly planned and managed
economy. In this context the KEA is addressng important policy issues and should continue to
play an important supporting role in the devedopment and growth of the agribusness subsector
and the agriculture of Albania KEA has been working activdy to drengthen its image and
improve its public awareness

The AAATA project has dso had an impact on agribusiness development by contributing
ggnificantly to the edtablishment of credit unions that are based on the ATAs members, ther
families, and communities The AFADA Credit Union (CU) continues to be the largest CU in
Albania having more than $150,000 in funds to be lent. In addition, the AAATA project has fully
established two other CUs based on trade associations. The Potato Seed Association (ANSPA)
CU with 208 members and $9,000 in credit funds and HABA CU with 148 members and more
than $11,000 in credit funds. The project aso supported the establishment of the LOL women's
credit unions. The development of these credit unions is an additiond important achievement of
the AAATA project.

It is evident that the crucid role of the AAATA project in the establishment of ATAs and
of organizations such as KASH, ABMC, and KEA represents a mgor contribution to
agribusness devedopment and growth in Albania The growth and influence thet the ATAs and
these organizations have achieved represents a solid foundation for the continuous and increased
participation of the private sector in the economic activity and growth of the Albanian economy.
Thus, the efforts of the USAID/IFDC program of assstance to Albania in inditutional capecity
building facilitate the remova of technicd and financid condraints to agribusness development.
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This will provide compounded benefits in the future to the Albanian business community and the
population of the country. In the following section the impact of the project on credit facilitation

to remove financia condraintsis described and andyzed.

Access to Financial Resources—The lack of access to credit, capitd markets, and
financid resources, in generd, are serious condraints to invetment and the business activity and
growth of private sector business enterprises. Proper access to credit a competitive rates of
interes is usudly essentid for budness enterprises to implement capitd invetments and
transactions and to conduct business activities in a productive and efficient manner. Most
entrepreneurs and  agribusiness enterprises require access to sources of credit and finance to
supplement  sdf-investments in capitd  assets, conduct international trade transactions, and to
meet requirements for operaing capitd. Financid condraints are more acute in developing
countries and in countries with economies in the process of trangtion from centrdly planned to
market-driven economies such as Albania However, efforts to facilitate access to credit for
agribusiness entrepreneurs in Albania are necessary, but not sufficient, to achieve agribusness
development.

Recognizing the importance and nature of the financid condraints for agribusness in
Albania, the AAATA project, through continuous assstance and activities in credit facilitation to
citicd dients in targeted ATAS, has been very successful in rdaxing and overcoming financid
condraints to agribusness entrepreneurs and enterprises in the country. In Table 2.3 the impact
of the project in rdaxing this condraint is wdl illusrated by the amounts of credit provided to
agribusness enterprises targeted by the project (critical clients) in the form of loans mainly to
conduct trade transactions and supplement working cepitd requirements. Occasondly, some of
these loans were ds0 used to supplement the use of their own financia resources (sef-
investments) to invest in capitd assats (capita investments). Between 1999 and 2003, assigtance
provided by the AAATA project facilitated the provison of credit for more than US $13 million
to agribusness enterprises adso receiving support from the project on technica and
entrepreneurial  aspects associated with the invesment and operationa components of the
businesses. Data in Table 2.3 dso show that the agribusiness industry clusters that in recent years
receved mog financia resources through credit facilitated by the project were (1) poultry with
over US$4million; (2 meat processing with US $2.9 million;  (3) horticulture,  induding
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greenhouses, with about US $1.8 million; and (4) the dlive oil duger with US $1.76 million. In
addition, during Phase One of the AAATA project, industry clusters of dary products in
collaboration with LOL and dso flour milling and wheat were important beneficiaries of the

credit facilitation efforts of the project.

Table 2.3. Impact of Credit Facilitation by Project on Amounts of Credit Provided to
Targeted Enterprises Mainly as Bank Loansfor Trade and Working Capital

Agribusness Credit Provided
Trade 1999 | 2000 | 2001 | 2002 | 2003
Associations Industry Semester
(‘000 US $lyear)®
HABA Horticulture First 535 80
Second 500 450 230
Y ear 500 985 310 0 0
APFA Poultry/Eggs First 220 320 250 | 1,350 300
Second 660 450 450 650
Y ear 880 770 700 | 2000 300
AOA Olive Ol First 600
Second 1,160
Y ear 0 0 0| 1,160 600
ALBAFLOR [Herbs and Spices First 55
Second 70
Y ear 70 55
LEAA Dairy Processingwith LOL  |Firgt 20 120 140
Second 95
Y ear 115 120 140 0 0
AMPA Mest Processing First 350 300
Second 1,550 500 200
Y ear 1900 500 500 0 0
AFPA Fish Production/Processing  |First 400
Second
Y ear 0 0 0 400 0
UPM Hour Milling and Whest Frst 100
Second 210 190
Y ear 210 290 0 0 0
AFADA AFADA Deders First
Second
Y ear 0 0 0 0 0
Tota ('000 US $year): 3,605 | 2,665| 1,650 | 3,630 955
Tota Cumulative (‘000 US $): 3,605 | 6,270 | 7,920 | 11,550 | 12,505

a. Includes credit for trade, working capita and to supplement capitd investments.
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The AAATA proect interventions tha facilitated credit for AEs to finance trade
transactions and meet operating capitd needs are important to note. The project has contributed
gonificantly to the important investments tha Albanian agribusiness entrepreneurs have made
with their own resources. In fact, through the provison of technicd assstance and access to
credit, the AAATA project has leveraged a sgnificant amount of sdf-investment by Albanian
entrepreneurs. This has had a subgantid impact on the volume of business activity, employment,
and the economy of Albania

Agribusiness Investments—The wel-implemented activities and efforts of the AAATA
project to relax and remove technicd and financid condraints through direct assstance and
inditutiond cgpacity building have been very successful in promoting the implementation of
cepitd invesments by agribusness enterprises. This achievement is the fundamenta source of
the most important economic impacts of the project.

Impacts of the project on the levels of capitd invetments implemented by agribusiness
enterprises (critica clients) in the industry clusters targeted by the project are presented in
Table 2.4. Between 1999 and 2003, the totd cumulative impact of the project on agribusness
cgpitd investments in Albania amounted to approximady US $21.8 million. These daa dso
show tha the indudries that have implemented a larger proportion of these invesments are
(2) poultry with aout US $8.9 million, (2) flour milling and wheat with US $4.3 million,
(3) horticulture  with  US$2.7 million, (4)olive oil, and (5) meat processing with about
US $2.0 million eech. Variaion in the annud levels of invesments presented in Teble 2.4 dso
show the shift in emphass by the project in most recent years (2001-03) to agribusiness
enterprises in the poultry, horticulture, and olive oil indugtry clusters. The overdl impact of the
project on the levd of capitd investments in agribusness is farly ggnificant if viewed in the
context of the total amount of investments by the private sector in the indudrid sector of
Albania
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Table 2.4. Impact on Levelsof Capital Investment by Targeted Enterprises

Agribusiness Capital Investments ('000 US $)
Trade
Associations Industry Semester | 1999 | 2000 | 2001 | 2002 | 2003 | Total
Horticulture
Greenhouses First 386 800
Second 10 300 380
Yex 10 300 0 766 800 1,876
Fruit and Vegetable First 110 50| 100/ 100 50
gOdUCt!O” and Second 260, 100 50 20
ocessing Year 370| 150|150 120 50 840
First 110 50 100 486 850
Second 270 400 50 400 0
HABA Total Horticulture Year 380 450 150 886 850 2,716
APFA Poultry/Eggs First 850 70 650 1,190] 800
Second 2,000[ 2,150 1,200
Yex 2,850 2,220 650 2,390 800/ 8,910
AOA Olive Ol First 20 350 40 700
Second 40 150 600 115
Yex 60 150 950 155 700 2,015
ALBAFLOR [Herbs and Spices First
Second
Yex 0 0 0 0 0 0
LEAA Dairy Processing First 240 70 20 130 150
Second 260 80 50 300
Yex 500 150 70 430 150, 1,300
AMPA Meat Processing First 50 130 150 350
Second 118 120 200 900
Yex 118 170 330 1,050 350 2,018
AFPA Fish Production/Processing |First 340
Second 60
Yex 0 0 0 400 0 400
UPM Flour Milling and Wheat First 240
Second 90 30[ 4,000
Yex 90 270| 4,000 0 0l 4,360
AFADA AFADA Deders First
Second 120
Yex 0 0 120 0 0 120
Total ('000 US $/ year): 3,998 3,410 6,270 5,311 2,850 21,839
Total Cumulative (‘000 US $): 3998 7.408| 13,678] 18,989 21,839 |

The importance of the AAATA impact on capitd invesments by agribusiness enterprises
is demondrated by the fact that successful cepitd investments engender a flow of economic
activity and benefits over the lifespan of the capitd asset. Thus the economic and socid benefits
of the AAATA project in Albania will occur for a number of years wdl after the project is
officidly concluded in 2003. In evduaing this type of project it is important to conduct an
assessment that is based in time horizons that are suitable to capture the complete stream of
benefits and costs associated with the capitd investments induced by the project.
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Agribusiness Sales and Profits—Estimates of the impact of the project on the flow of
sdes revenues and profits are derived from the flow of the capitd investment impacts shown
previoudy in Table 2.4. The methodology used in this sudy to derive estimates of sales revenues
and profits associated with the impact of the AAATA project on the capitd invesment of
targeted AEs or critica clients is described in Appendix A. In this methodology, estimates of
sdes revenues and profits are essentidly caculated by specifying the equation that relates sales
revenues to cgpitd investments when average annud rates of return on capita invested and profit
margins on sdes revenues are known. This equation and the explanation about the vaues of rates
of return and profit margins adopted to derive edtimates of sdes revenues and profits are
described in the Appendix. It should be noted, however, that the prevailing criteria adopted here
has been to obtain estimates of sales revenues and profits that are and should be viewed as

conservative lower-bound estimates.

The edimated impact on sdes revenues and profits associated with the capitd
investments facilitated by the AAATA project are presented in Table 2.5. The vaue of 20%
adopted in the cdculations as the average rate of return on investment (including depreciation
and compdtitive returns to capitd) implies a life span of the cgpitd invesment greater than
5years. Edimates of impacts of investments on sdes and profits during the Syears following the
year of investment are included in these caculations. These edtimates are conservative lower-
bound edtimates of the sales revenues and profits associated with the flow of capita invesments
induced by the AAATA project. The edimated cumulative impact of the project is quite
substantiad and during 2000-08 is expected to amount to more than US $106 million in sdes
revenues and more than US $23.4 million in profits The digribution of benefits in terms of
impacts on sdes and profits among vaious agribusness indudry clugers follow the same
patterns than the distribution of impacts on capita investments presented above.
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Table 2.5. Estimated Impact on Sales and Profits Associated with the Capital | nvestments of Targeted Enterprises

Agf_il_bl;j ness Investments, Sales Revenues, and Profits (‘000 US $)
rade
Associations Industry 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 2008
HABA Horticulture Capital Investment: 330 450 150 836 850
Impact on Sales: 0 345 755 891 | 1696 | 2469 | 2124 | 1,715 1578 773
Impact on Profits: 0 76 166 196 373 543 467 377 347 170
APFA Poultry/Eggs Capital Investment: 2850 | 2,220 650 | 2,390 800
Impact on Sales: 0| 4811 | 5259 | 7590 | 8173 | 8100 | 5509 | 3491 2,900 727
Impact on Profits: 011,058 [1,157 |1,670 {1,798 |1,782 | 1,212 768 638 160
AOA Olive Qil Capita Investment: 60 150 950 155 700
Impact on Sales: 0 55 191 | 1,055 | 1,195 | 1832 | 1,777 | 1,641 777 636
Impact on Profits: 0 12 42 232 263 403 391 361 171 140
LEAA Dairy Processing [Capita Investment: 500 150 70 430 150
Impact on Sales: 0 455 591 655 | 1,045 | 1,182 | 1227 | 1,091 1,027 636
Impact on Profits: 0 100 130 144 230 260 270 240 226 140
AMPA Meat Processing [Capita Investment: 118 170 330 | 1,050 350
Impact on Sales: 0 107 262 562 | 1516 | 1,835 | 1,727 | 1573 1,273 318
Impact on Profits. 0 24 58 124 334 404 380 346 280 70
AFPA Fish Production/  |Capital Investment: 0 0 0 400 0
Processing Impact on Sales: 0 0 0 0 364 364 364 364 364 0
Impact on Profits: 0 0 0 0 80 80 80 80 80 0
UPM Hour Millingand  |Capita Investment: 0 270 | 4,000 0 0
Wheat Impact on Sales: 0 82 327 | 3964 | 3964 | 3964 | 3882 | 3,636 0 0
Impact on Profits: 0 18 72 872 872 872 854 800 0 0
Total (000 US %/ year): Capital Investment: | 3,998 | 3,410 | 6,150 | 5,311 | 2,850
Impact on Sales: 0 | 5,855 | 7,385 (14,715 |17,954 |19,745 [16,610 (13510 | 7,919 | 3,091
Impact on Profits: 01,288 | 1,625 | 3,237 | 3,950 (4,344 | 3,654 | 2,972 | 1,742 680
Total Cumulative Capital Investment: | 3,998 | 7,408 (13,558 18,869 |21,719
('000 US 9): Impact on Sales: 0 | 5,855 [13,239 (27,955 (45,908 |65,653 [82,263 (95,773 |103,692 |106,783
Impact on Profits: 011,288 [ 2,913 | 6,150 |10,100 [14,444 |18,098 |21,070 | 22,812 | 23,492
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The ultimate impact of the AAATA project on sdes and profits is determined by the
reliability of the actud levels of capitd invesments, the specific nature of the capitd asset, and
the financid falure or success of the invesment. A sengtivity andyss is conducted to evauate
the possble effect of lower edimates of impact on sdes revenues. This is a result of the
overesimation of the impact of the project on levels of capitd invesment and/or the financiad
falure of some invesments A summay of the results of the sengtivity andyds shown in
Table 2.6 clearly indicate that even if the edtimated impact on sdes revenues were 30% lower
than it is edimated in Table 2.4, the cumulative impact (2000-2008) on sdes would till be about
US $74.7 million, and on profits US $16.4 million. Thus, even a these reduced levels of impact
on sdes revenues, the overdl flow of benefits of the AAATA project on sdes revenues and
profits are quite substantia with respect to the Sze of the Albanian economy.

Impact on Employment and Human Resour ce Development

The contribution of a project to employment of the labor force and the development of
the human resource base is one of the most important indicators of the impact and success of a
development assdance project. The human resource base in Albania benefited from the
additiond employment generated in the agribusiness enterprises targeted by the AAATA project.
Benefits were dso seen through improvement in the skills and knowledge of a large number of
personnel from the ATAs and AEs that were asssted by the project and received training as part
of the capacity building efforts of the AAATA.
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Table 2.6. Sensitivity Analysis of Impact on Sales and Profits

Impact on Sales Revenues and Profits (‘000 US $)

Scenarios’ 1999| 2000 |2001| 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | Cumulaive

If Expected Impact on Sdesis.
1. Unchanged Impact on Sdles: 0 5,855|7,385 14,715| 17,954| 19,745 16,610, 13,510 7,919 3,091 106,783
Impact on Profits: 0 1,288/1,625 3,237] 3,950, 4,344 3,654 2972 1,742 680 23,492
2. 10% Lower Impact on Sales. O 5,269(6,646| 13,244| 16,158 17,770 14,949 12,159 7,127| 2,782 96,104
Impact on Profits. 0 1,1591,462] 2,914 3555 3909 3,289 2,675 1568 612 21,143
3. 20% Lower Impact on Sdles: 0 4,684|5,908 11,772| 14,363 15,796 13,288 10,808 6,335 2,473 85,426
Impact on Profits. 0 1,030/1,300] 2,590, 3,160, 3475 2923 2,378 1,394 544 18,794
4. 30% Lower Impact on Sdles: 0 4,0985,169 10,301 12,568 13,821 11,627| 9,457| 5543 2,164 74,748
Impact on Profits: 0 902|1,137| 2,266 2,765 3,041 2558 2,081 1,220, 476 16,445

a. Impact on sales and profits could be lower as aresult of factors such as over-esimation of investments and the failure of some

investments.
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Edimates of the impact of the project on employment derived from the estimated impact
of the project cepitd invetments on sdes revenues are presented in Table 2.7. With the
exception of the edimates for Herbs and Spices that were obtained from the AEs, dl other
esimates are cdculated by assuming that on average one additiond person will be employed as a
result of each additiond increese of US $50,000 in the annua sdes revenues induced by the
project in the targeted AES. It is recognized tha there is sometimes sgnificant variability of
labor use among AEs in different indudries and therefore variability in the rdationship between
changes in sdes revenues and employment. The average used to derive the edtimates presented
in Table2.7 provides very conservative estimates of the impact of the project on employment.
Consdering the relativey low current average levels of wages and sdaries earned by the labor
force in Albania, an increase in annua sdes revenues tha is sgnificantly lower than US $50,000
may actudly trigger the employment of an additiond worker in some agribusness indudries.
Edimates presented in Table 2.7 show that as result of the impact of the AAATA project on
agribusiness capitd investments and sales revenues and the impact of direct project assstance to
the Herbs and Spices industry, a tota of 4,761 personyears of employment will be provided to
the Albanian labor force during 2000-08. If a more liberd (and probably more redigtic)
assumption about the increase in annud sdes revenues needed to hire an additional worker is
reduced to US $25,000, then the estimated impact of the AAATA project on employment will
increase to 6,896 person-years during 2000-08.
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Table 2.7. Estimated Impact on Employment Associated with the Capital Investments of
Targeted Enterprises

Agr_irtiggi;eﬁ Impact on Employment in Number of Person-Y ears®
A ssociations Industry 1999| 2000 | 2001 | 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 | 2008
HABA Horticulture 0 71 15| 18 A 49 42 A 32 15
APFA Poultry/Eggs 0| 9 | 105 | 152 163 162 110 70 58 15
AOA Olive Qil 0 1 4 21 24 37 36 33 16 13
ALBAFLOR |Herbs and Spices 0 0 03| 35 375 375 | 375 35 | 375
LEAA Dairy Processing (with LOL) 0 9| 12| 13 21 24 25 2 21 13
AMPA Meat Processing 0 2 5( 11 30 37 35 31 25 6
AFPA Fish Production/Processing 0 0 0 0 7 7 7 7 7 0
UPM Flour Milling and Wheat 0 2 71 79 79 79 78 73 0 0
Total Persons per Year: 0| 117 | 148 | 669 734 770 707 645 533 437
Total Cumulative Person-Y ears: 0117 | 265 | 934 | 1,668 | 2438 | 3,145 | 3,790 | 4,324 | 4,761

a. Estimates of impact on employment for all industry clusters (except herbs and spices) are calculated on the bases of
estimated impact on sale, that is, one additional person is employed for each additional increase of US $50,000 in the
annual salesrevenues.

The impact of the AAATA on employment benefits of the Albanian Iabor force and their
families through the provison of (1) incomes to improve their living sandards and means to
enhance the achievement of economic, socid, and politica sability and (2) improved knowledge
and skills to workers through forma and on the job training. In addition to the direct impact on
employment, the human resource base in Albania has benefited from formd and informa
traning and the technicad and entrepreneurid advice and assstance provided by the project.
More than 300 persons have been trained on diverse skills and expertise that are needed to
improve the effectiveness, profitability and growth of agribusness enterprises in the targeted
ATAs In regard to the benefits of training, it is important to note that, returns to invesments in
human capitd through forma and informa training occur over the life span of the persons
recaiving the training. Also, it should be noted that these returns to invesments in training are
usudly higher when the economy is growing and there is a need for well-trained personnd to
facilitate the rapid transfer and adoption of improved technology occurring in Albania.

Impact on Balance of Trade

Although a comprehensve assessment of the impact of the AAATA project on exports
and import subgtitution cannot be made because of data limitations, there is clear evidence and
wedl-documented examples of impact on exports conducted by AAATA dlients. These examples
involve the export of important quantities of fresh tomato and watermelon, frozen vegetables,
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egos, roasted peppers, ketchup, and canned products to countries such as Kosovo, Germany,
Croatia, and Greece. Vegetables and poultry products are the main products that are being
exported as a result of the AAATA project interventions. Data of the project impact on exports
show that quantities of these products with a vaue of about US $1.7 million and US $1.2 million
were exported in 2001 and 2002. In 2003, products with a vaue of more than US $0.6 million,
induding US $384,000 of herbs and spices to the United States, have been or are currently in the
process of being exported. Although there is not sufficient information to accuratdly assess the
impact of the project on import subgtitution, it is gpparent that the project has had a sgnificant
podtive impact on the productivity and production of vegetables. There is evidence that
increases in the domedtic production of vegetables associated with productivity improvements
have reduced the importation of some vegetable products. Data on the export promotion and
import subdtitution that are associated with the impacts of the project on agribusiness
development indicate that the AAATA project has improved the annud bdance of trade of
Albaniaby severd million U.S. dollars.

Impact on Farm Productivity and Agricultural Development

In addition to the impact on agribusness development, the USAID/IFDC program of
assdance to Albania has had a dgnificant impact on the productivity of agriculturd production
in generd, and crop production in particular. The program, by facilitating the development of an
efficient system to procure, didtribute, and retail fertilizers, improved seed, and CPPs to farmers
has promoted the adoption of improved crop production technology and increased crop yields
ggnificantly. In this section, the impact of the program, before the AAATA project was initiated,
will be evauaed in terms of improvements in technology, crop yields, and economic returns to
farmers land and fixed factors of production.

With a total land area of about 2.8 million ha, only about 700,000 ha of land in Albania is
arable land. At a rate of about 0.2 ha of land per capita, the very limited availability of land and
its highly fragmented didribution are serious condraints to improvements in agriculturd
production and productivity. Despite these condraints, improvements in crop production
technology have provided sgnificant increases in crop yields that are important to farmers even
when alarge number of farmersin Albania are till essentidly subsstence farmers.
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Improvements in Crop Production Technology—A summay of the impact of the
Initid Phase (1992-98) of the USAID/IFDC program of assstance to Albania on the use of
fertilizer, improved seeds, and CPPs and their apparent effect on yieds of whesat, maize, and
dfdfa is presented in Table 28. The program efforts in establishing AFADA and in assigting
fertilizer deders and importers to develop efficient agribusiness enterprises have contributed
sgnificantly to the rgpid growth in the use of fertilizers, improved seeds, and CPPs by farmers.
The rapid growth in the use of these inputs is shown in Table2.8 and is aso depicted in
Figure 2.2.

Table 2.8. Program Impact on the Use of Improved I nputsand Farm Productivity, 1995-99

Project Impacts 1995 1996 1997 | 1998 | 1999
On Input Use
Use of fertilizer (mt) 32,000 | 43,329 |47,327 |86,665 |54,225
Use of improved seed tota (mt) 90 2,777 | 3,667 | 4,099 | 6,500
Imported seed (mt) 90 1,377 | 1,732 | 1,394 | 1,500
Domestic seed (mt) 1,400 | 1,935 | 2,705 | 5,000
Farms using improve seed (%) 58 36 46 47 50
Use of CPPs (‘000 US $) 134 389 | 1,048 | 5,331
Farms using CPPs (%) 40 41 45 46 53
On Crop Yidds?
Wheset average yidd (mt/ha) 2.60 2.4 2.9 2.9 2.7
Whesat yield increase (mt/ha) 0.90 0.83 1.00 1.00 0.94
Maize average yied (mt/ha) 1.70 29 29 34 3.7
Maizeyidd increase (mt/ha) 0.70 1.19 1.19 1.40 1.52
Alfdfaaverageyidd (mt/ha) 24,00 | 30.00 | 28.20 | 31.20 | 32.30
Alfdfayied increase (mt/ha) 12.18 1522 | 1431 | 1583 | 16.39

a Edtimates based on a sample of farmers.
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Figure 2.2 Use of Modern Inputs
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Daa presented in Table 2.8 dso show that sgnificant increases in crop yidds have been
obtaned as a result of the improvements in crop production technologies. Edimates of the
increases in crop yieds cdculated usng data from asample of farmers are presented in Table 2.8
and show tha, on the average, yidds of wheat and maze increase by 53% and 70%,
respectively, and that the yields of dfdfa doubled as a result of improved technology. However,
1999 average yields of these aops for the country did not experience the same levels of increase

as those observed in the sample.

Impact on Economic Returnsto Farmersand Fertilizer Dealers

Because fertilizers, seeds, and CPPs are variable inputs, benefits to farmers are measured
in terms of the increased economic returns to land and fixed factors of production associated
with the use of these inputs. Etimates of these benefits are cdculated and presented in Table 2.9
for three different scenarios of crop response to the increased use of fertilizers in conjunction
with the use of improved seeds and CPPs. In these scenarios, circumstances of high, medium,
and low response are assumed to result in Vaue/Cost (V/C) ratios of fertilizer use of 4, 3, and 2,
respectively. On the basis of these V/C ratios and the quantities and costs of fertilizer used, the
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added benefits and costs associated with the use of fertilizer are cdculated, and then, the net
benefits in terms of economic returns to the famers land and fixed factors of production are
obtained. These net benefits represent the economic impact benefit of the program to the farmers.
In addition to the benefit to farmers, the USAID/IFDC program dso engenders additiona
economic benefits in the form of profits to the agribusiness enterprises of the AFADA deders. In
Table 2.9, a profit margin of 10% on fertilizer sdes revenue (cost to farmers) is used to cdculate
the profits of (benefitsto) the AFADA deders.

To cdculate the flow of the overal economic benefits of the program asociated with the
devdopment of AFADA, the benefits of the program to farmers are cdculated by using the
estimates of the medium response scenario and, furthermore, by assuming that only 25% of these
benefits can be attributed to the efforts of the program in ensuring the efficent digribution and
supply of fertilizers, improved seeds, and CPPs to farmers. The stream of totd economic benefits
shown in the last column of Table 2.9 is used in the following sections to conduct the benefit-
cost andysis of the overdl USAID/IFDC program of assistance to Albania, 1992-2003.
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Table 2.9. Edimated Benefits of Fertilizer Use Associated with the Improved Supply of Agro-Inputs by Agribusiness Enterprises
Membersof AFADA. 1992-99

Scenarios Relative Project Benefit

Weighted Impact of To

Average | Totd High Response Medium Response Low Response Project on AFADA

Priceof | Cost of Vdue [ Added| Project| Value [ Added [Project| Vaue [ Added [Project| Input To Dedlers
Year | Quantity| Fertilizer®| Fertilizer | Added | Return| Benefit| Added | Return| Benefit | Added | Return | Benefit| Supply | Farmers| (Profits) | Total

(mt) [(US $/mt)|('000 US $) (‘000 US $) % (‘000 US $)

1992 | 15,000 220 3,300 13,200 9,900 2475 9900 6,600 1,650 6,6000 3300 825 25% 1,650 330 1,980
1993 | 20,667 220 4547 18,187 | 13,640 3,410| 13,640 9,093| 2,273 9093 4547 1,137 25% 2,273 330 2,728
1994 | 25,800 220 5,676 22,704 | 17,028 4,257 17,028| 11,352| 2,838 | 11,352 5,676 1,419 25% 2,838 568 3,406
1995 | 32,000 220 7,040 28,160 21,120 5,280| 21,120| 14,080| 3520 | 14,080, 7,040 1,760 25% 3,520 704 4,224
1996 | 43,329 220 9,532 38,130 | 28597| 7,149| 28597| 19,065| 4,766 | 19,065 9,532| 2,383 25% 4,766 953 5,719
1997 | 47,327 220 10,412 41648 | 31,236 7,809| 31,236| 20,824| 5206 | 20,8241 10,412| 2,603 25% 5,206 1,041 6,247
1998 | 86,665 220 19066 | 76,265 57,199| 14,300| 57,199| 38,133| 9533 | 38,133 19,066 4,767 | 25% 9533 | 1907 |11440
1999 | 54,225 220 11,930 47,718 35,789 8947| 35,789 23,859 5965 | 23,859 11,930 2,982 25% 5,965 1,193 7,158
2000 | 87,510 220 19,252 77,000 | 57,757 0| 57,757| 38,504 0| 38504 19,252 0 0%
2001 | 72,061 220 15,853 63,414 | 47,560 0| 47,560| 31,707 0 | 31,707| 15,853 0 0%
2002 | 63,063 220 13,874 55,495 | 41,622 0| 41,622| 27,748 0| 27,748 13,874 0 0%
2003 | 66,900 220 14,718 58,872 | 44,154 0| 44,154| 29,436 0| 29436 14,718 0 0%

V/C Ratios: 4 3 2

a Weighted average price of fertilizer calculated on the basis of 2002 quantities and average prices.
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Benefit-Cost Analysis

A benefit-cos andyss of the invesment made in the USAID/IFDC program of
assigtance to Albania is conducted in this part of the study to assess in a more direct way the
effectiveness and soundness of the invesment in terms of its economic returns. Two benefit-cost
andyses are conducted in this section, first, to evduate the invesment in the AAATA project,
and second, to assess the invesment in the overall 1992-2003 USAID/IFDC program of

asdstance to Albania

Benefit-Cost Analysisof AAATA Project

A bendfit-cogt andyss of the invesment in the AAATA project is conducted to evauate
this investment as an additional but independent investment from those occurring before 1999 as
pat of the USAID/IFDC program of assstance to Albania. Results of this andyss are presented
in Table3.1. The flows of economic bendfits asociaed with the invesment in the AAATA
project shown in Table 3.1 are in fact the estimated flow of profits generated by the impact of the
project on agribusness capitd invesments and sdes for the four different scenarios of
invesment impacts on sdes presented before in Table 2.6. Scenarios 1, 2, 3, and 4 in Table 3.1
include estimates of impacts on profits that are based on the assumptions that the investment
effect on sdes will be as is estimated (unchanged), or, dternatively 10%, 20%, and 30% lower
than is estimated, respectively. The 2000-08 flows of benefits shown in Table 3.1 are estimates
of the impact on profits under these four scenarios. The flow of cods is caculated by using the
costs of Phase One and Two of the AAATA project to obtain average costs per year.



Table 3.1. Benefit-Cost Analysisof AAATA Project

Scenarios Scenarios
Y ear 1 | 2 | 3 | 4 Costs 1 | 2 | 3 | 4
Benefits ('000 US $) Benefits - Cogts ('000 US $)
1999 0 0 0 0 2,04 -2,094 -2,094 -2,094 -2,04
2000 | 1,288 1,159 1,030 902 2,0 -806 -935 -1,064 -1,192
2001 | 1625 | 1462 | 1300 | 1,137 2,04 -469 -632 =794 -957
2002 | 3237 | 2914 | 2590 | 2,266 2,793 444 120 -204 -527
2003 | 3950 | 3555 | 3160 | 2,765 2,793 1,156 761 366 -29
2004 | 4344 | 3909 | 3475 | 3041 0 4,344 3,909 3475 3,041
2005 | 3654 | 3289 | 2923 | 2558 0 3,654 3,289 2,923 2,558
2006 | 2972 2,675 2,378 2,081 0 2972 2,675 2,378 2,081
2007 | 1,742 | 1568 | 1394 | 1220 0 1,742 1,568 1,3H4 1,220
2008 680 612 544 476 0 680 612 544 476
NPV°=| $4,472.46| $3,084.79| $1,697.99] $312.50
IRR= 32% 26% 20% 13%
a Net present values calculated using arate of discount of 12%.

Reaults of the andyss presented in Table 3.1 show that NPVs cdculated usng an annud
rate of discount of 12% are dl pogtive and sgnificant ranging from a NPV of US $4.47 million
for Scenario 1, when the edtimated effect of the project on sdes revenues and profits is
unchanged, to a NPV of US $312,500 for Scenario 4, when the estimated impact of the project
on sdes and profits is 30% lower than estimated. Internd rates of return (IRR) caculated for
these scenarios vary from 32% in Scenario 1 to 13% in Scenario 4. These results clearly show
that economic returns to the USAID invesment in the AAATA project ae very dgnificant

despite the use of avery consarvative criterion to calculate the economic benefits of the project.

Benefit-Cost Analysis of the USAID/IFDC Program of Assistanceto Albania

This andyss is conducted to assess the economic effectiveness of the invesment by
USAID in the overdl 1992-2003 USAID/IFDC program of assstance to Albania. This dlows for
a more comprehensve and probably more redistic evauation and assessment of investing in
development assstance programs that have as their man objectives ingditutional development
and capacity building that are implemented and provide benefits over a mid- to long-term time
horizon.

Reaults of this andyss are presented in Table 3.2 for the same scenarios included in the
andyss of the AAATA project, but now the flows of benefits and costs pertaining to 1992-2008
are included in the andyss. In this andyss, the flow of benefits to farmers and AFADA deders
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asociated with the increased use of fertilizer, improved seeds, and crop protection products that
were induced by the effident supply of agro-inputs by AFADA deders to famers are dso
induded in Table3.1. The flow of benefits to famers and AFADA agribusinesses that was
previoudy caculated and presented in Table 29 is d<o included in Table 3.2 as part of the flow
of benefits in the 4 scenarios consdered in the andyss. The flow of cods is cdculated by usng
the costs (USAID funding of projects) involved in the implementation of al the 1992-2003
sequence of projects that can be viewed as part of the USAID/IFDC program of assstance to
Albania. Average codts per year were calculated for multiyear projects.

Table 3.2. Benefit-Cost Analysis of USAID/IFDC Program of Assistance to Albania

Scenarios Scenarios
Y ear 1 | 2 | 3 | 4 Costs 1 | 2 | 3 | 4
Benefits ('000 US $) Benefits - Costs ('000 US $)
1992 1,980 1,980 1980 1980 10400 -8420 -8,420 -8,420 -8,420
1993 2728 2,728 2728 2,728 2,250 478 478 478 478

1994 3406 3406 3406 3406 2,158 1,248 1,248 1,248 1,248

1995 4224 4224\ 4224 4224 2,158 2,066 2,066 2,066 2,066

1996 5719 5719] 5719 5719 1,299 4,420 4,420 4,420 4,420

1997 6,247 6247 6247 6,247 4,313 1934 1934 1934 1934

1998 11440 11440( 11,440 11,440 4,313 7,127 7,127 7,127 7,127

1999 7158 7158 7,158 7,158 2,04 5,064 5,064 5,064 5,064

2000 1288 1,159 1,030 92| 20% -806 -935 -1,064 | -1192
2001 1625 1462 1300] 1137 2094 -469 -632 -794 -957
2002 3237 2914 2590 2266 2793 444 120 -204 -527
2003 3950 3555 3160 2765 2793 1,156 761 366 -29
2004 43441 3909| 3475 3041 o 434 3,909 3475 3041
2005 3654 3280 2923 2558 0 36+ 3,289 2923 2,558
2006 2972 2675 2378 2081 o 2972 2,675 2,378 2,081
2007 1742 1568 1394 1220 o 1742 1,568 1,394 1,220
2008 630 612 544 476 0 680 612 544 476
NPV*=] $7,250.4| $6,622.69| $5,995.37| $5,368.65
IRR= 25% 24% 23% 23%|

a Net present values calculated using arate of discount of 12%.

Reaults of the andyss presented in Table 3.2 show that dl NPVs cdculated using a 12%
annua rate of discount ae podtive and qute subgtantid ranging from a NPV of about
US $7.25 million for Scenario 1, when the estimated effect of the AAATA project on sdes
revenues and profits is unchanged to a NPV of about US $5.37 million for Scenario 4 when the
esimated impact of the AAATA project on sdes and profits is 30% lower than estimated.
Internd rates of return (IRR) caculated for these scenarios vary from 25% in Scenario 1 to 23%
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in Scenario 4. These results clearly show that economic returns to the USAID investment in the
USAID/IFDC program of assstance to Albania are subgantid and very dgnificant. These very
podtive results are obtained even when a very consarvative criterion is used to cdculate the
economic benefits of the program and therefore lower-bound estimates of benefits are actudly

used in these analyses.

A key benefit of the AAATA project has been to edtablish an effective inditutiona
foundation and base to improve the compstitiveness of Albanian agribusiness enterprises in
domegtic and export markets. This is an important contribution of the project to future efforts
and programs designed to accderate and expand the entry and participation of Albanian
agriculturd and manufactured exports into globa markets.

Implicationsfor Development Assistance Programs

The following observations and implications for development assstance programs ae
made on the bass of the lessons learned and experiences gained in the implementation of the
USAID/IFDC program of assstance to Albania

Development assstance programs to promote and acceerate the trangtion of centraly
planned economies to market-driven economies should be based in cear and wdl-
defined goas and objectives. These should be achieved through flexible project
implementation approaches that dlow for rapid adjusments to changing circumstances
and emerging opportunities.
Assgance for inditutiond development and capacity building involving the deveopment
of agribusiness trade associaions as key sources of change and innovation can be a very
successful gpproach to facilitate agribusiness and economic development in economies in
trandtion in particular and developing countries in generd. It is important to recognize,
however, that the success (or falure) of this approach is dgnificantly affected by the
socioeconomic, cultural, and geopolitical circumstances that are present in a country at
the time the project implementation is initiated.
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Human resource development is an inherited component of ingtitutiona development and
cgpacity building. Invesments in traning and humaen capitd should be included as
explicit components of development assistance programs in these types of projects.

Long-term efforts of support (8-10 years) by internationd donors and development
agencies should be consgdered for the successful implementation of inditutiona
devdopment and capacity building projects. Specific activiies of monitoring and
evauation should be included as components of these projects to document Successes,
identify shortcomings, and facilitate adjustments and changes in the emphasis of project
implementation.
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Appendix A
Methodology to Derive Estimates of Sales and Profitsfrom Capital I nvestments

The methodology designed and used in this Sudy to derive estimates of sdes and profits
asociated with the impact of the AAATA project on the capita invesment of targeted AEs or
critica clients is described here. Given that apparently good data have been collected on the
magnitude and nature of ceapita investments implemented by AEs as a result of project
interventions and assstance, a methodology to derive estimates of impact on sdes and profits is
specified here to assess the economic impact of the AAATA project in Albania

For this purpose:
li = capitd investmentinyeari =1,in US$;
r = annua average rate of return on investment including depreciation, r < 1.0;
w = average profit margin as a fraction of sdes associated with the capitd invesments
facilitated by the project; and
S = sdes revenues associated with the capitd invesments facilitated by the project in year i,
wherei =2, 3, ... n,inUS$.

Then, average annud returns (R) to capitd investments implemented in year i, in US$
per year, will be:
Ri+1 =i (r), fori=1, 2...n; and,

Average annud profits (p) resulting from investment I; would be
Pi+1 = S+1 (W).

A necessary condition for investment I; to be financidly successful and sound isto have
Pi+1 2 Risa, OF

Siv1 (W) 21 (), fori=1...n.

Where n isthe lifespan in years of the capitd investment I;.
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Then, for given vaues of r (average rate of return to capita investment) and w (average
profit margin on sdes), the minimum amount of sdes that must be achieved to obtain
satisfactory returnsto capita investment is given by

S = i (r/w). )

This methodology is used in Table A.1 to derive estimates of sales and profits associated
with the capitd invesments implemented by the critical dlients of the AAATA. The edimates
presented in this Table are derived by using the in equaion (1) the vaues of r=0.20 and
w=022. That is an average annud rate of return on capitd investment inclusve of 20%
depreciation and a profit margin on sdes of 22%. Although the vaue of 20% adopted in the
cdculations as the average rate of return on invesment (including depreciation and competitive
returns to capitd) implies a life gpan of the capitd investment greater than 5 years, estimates of
impacts of invesments on sdes and profits during only the 5years following the year of
invesment are included in the cdculations Also, given that limited avalable information on
sdes and profits show profit margins that vary from 17% to 35%, a rather conservative profit
margin of 22% is used to deive edimates shown in Table A.l. Therefore, the estimates
presented in this study to assess the economic impact of the AAATA project in Albania and the
overdl USAID/IFDC development assstance effort in Albania should be consdered as lower-
bound estimates of the actua benefits and evident measure of the success of this program.
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Table A.l. Estimated Impact on Sales and Profits Associated with the Capital I nvestments of Targeted Enterprises
Investments, Sales Revenues and Profits
ATA? Industry Indicators 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
(000 US %)
HABA Horticulture Capita Investment: 380, 450 150 886/ 850
Sdles (due to 1999 Invest.): 0 345 345 A5 A5 A5
Sdles (due to 2000 Invest.): 409 409 409 409 409
Sdles (dueto 2001 Invest.): 1360 136 136 136 136
Sales (due to 2002 Invest.): 805 805 805 805 805
Sdles (due to 2003 Invest.): 773 773 773 773 773
Impact on Sales: 0 345 755 891 1,696 2469 2124 1,715 1,578 773
Impact on Profits: 0 76] 166 196) 3731 543] 467] 377 347 170
APFA Poultry/Eggs Capital Investment: 2,850 2220 650 2,390| 800
Sdles (due to 1999 Invest.): 0 2591 2591 2591 2591 2591
Sales (dueto 2000 Invest.): 2018 2018 2018 2018 2018
Sdles (dueto 2001 Invest.): 501 591 591 591 591
Sales (due to 2002 Invest.): 2173 2173 2173 2173 2173
Sdles (due to 2003 Invest.): 727 27 727 727, 727
Impact on Sdes: 0 4811 5259 7590 8173 8100] 5509 3491 2,900 Y
Impact on Profits: 0f 1,058 1,157 1670 1,798 1,782 1212 768 638 160
AOA Olive Ol Capital Investment: 60 150 950 155 700
Sdes (due to 1999 Invest.): 0 55 55 55 55 55
Sales (dueto 2000 Invest.): 136 136 136 136 136
Sales (due to 2001 Invest.): 864 864 864 864 864
Sales (due to 2002 Invest.): 141 141 141 141 141
Sdles (due to 2003 Invest.): 636 636 636 636 636
Total Impact on Sales: 0 55( 191 1,055 1195 1832 1,777 1,641 777 639
Total Impact on Profits: 0 12 42 232] 2631 403] 391 361 171 140
ALBAFLOR(Herbs and Spices No Capital Investment
Sub-Total Recent Capital Investment: 32900 28200 1,750 3431 2,350 0 0 0 0 Q
AAATA Focus Impact on Sales: 0f 5211 6,205 9535 11,065 12401 9410 6,846 5255 2,136
Impact on Profits: 0 1246 1,365 2,098 2434 2,728) 20700 1506 1,156 470




Table A.1. Estimated Impact on Sales and Profits Associated with the Capital I nvestments of Targeted Enter prises (Continued)

Investments, Sales Revenues and Profits

ATA® Industry Indicators 1999 | 2000 [ 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
(‘000 US $)
LEAA Dairy Processing Capita Investment: 500 150 70 4300 150
Sales (due to 1999 Invest.): 0 455 455 455 455 455
Sales (due to 2000 Invest.): 136 136 136 136 136
Sdles (due to 2001 Invest.): 64 64 64 64 64
Sdes (dueto 2002 Invest.): 391 391 391 391 391
Sales (due to 2003 Invest.): 136| 636 636 636 639
Impact on Sales: 0 455 591 655 1,045 1,182 1227 1,091 1,027 634
I mpact on Profits: 0 100 130 144 230 260 270 240 226 140
AMPA Meat Processing Capital Investment: 118 170 330| 1,050 350
Sales (due to 1999 Invest.): 0O 1070 107 1071 107 107
Sales (due to 2000 Invest.): 155 155 155 155 155
Sdles (due to 2001 Invest.): 3000 300 300 3000 300
Sales (due to 2002 Invest.): 955 955 955 955 955
Sales (due to 2003 Invest.): 318] 318 318 318 318
Impact on Sales: 0 107 262 562 1516 1,835 1,727 1573 1273 318
Impact on Profits: 0 24 58 124 33H4 404 380 346 280 70
AFPA Fish Production Capital Investment: 0 0 0 400 0]
Processing Sales (due to 1999 Invest.): 0 0 0 0 0 0
Sales (due to 2000 Invest.): 0 0 0 0 0
Sdles (due to 2001 Invest.): 0 0 0 0 0
Sales (due to 2002 Invest.): 364 364 364 364 364
Sales (due to 2003 Invest.): 0 0 0 0 Q
Impact on Sadles: 0 0 0 0 364 364 364 364 364 Q
Impact on Profits: 0 0 0 0 80j 80 80 80 80 0
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Table A.1. Estimated Impact on Sales and Profits Associated with the Capital I nvestments of Targeted Enter prises (Continued)

Investments, Sales Revenues and Profits

ATA® Industry Indicators 1999 | 2000 [ 2001 [ 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
(‘000 US %)
UPM Four Milling and Capitd Investment: Q0 270/ 4,000 0 0]
Wheat Sales (due to 1999 Invest.): 0 82 82 82 82 82
Sales (due to 2000 Invest.): 245 245 245 245 245
Sdles (due to 2001 Invest.): 3636 3636 3,636 3,636 3,636
Sdles (due to 2002 Invest.): 0 0 0 0 0
Sales (due to 2003 Invest.): 0 0 0 0 Q
Impact on Sdles: 82 327| 3964 3964 3964 3882 3636 0 o
Impact on Profits: 18 72 872 872 872 84 800 0 0

Total (‘000 US ¥/ Capital Investment: 3410 6,150 5311 2,850

year): Impact on Sales: 5855 7,385| 14,715 17,954 19,745| 16,610 13510, 7919 3,09

Total Cumulative Capital Investment: 7,408 13558| 18,869 21,719

('000 US $): Impact on Sales:

0
0
3,998
0
Impact on Profits: 0 1288 1625 3237] 3950 4344 3654 29720 1742 680
3,998
0 5855 13239 27,955 45908 65,653 82,263 95,773 103,692 106,783
0

Impact on Profits: 1288 2913| 6,150 10,100 14,444 18,098 21,070 22,812 23,492

a. Agribusiness Trade Associations.
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Appendix B. Contractual Description of AAATA Program

II. Program Description

1. Introduction

Aibanian government institutions and financial services cannot
effectively assist agricultural development today. This situation is
unlikely to significantly improve over the next 5 years. The political,
social, and economic collapse in 1997 resulted from nany factors which
were brought to a2 head by the collapse of corrupt pyramid financial

schemes and the huge loss of private savings.

Given this chaotic situation, as other projects failed, direct
donor support intervention to the private sector through farmer
associations, and especially agribusiness trade associations by USAID
projects, has been demonstrated as one of the most effective tools to

stimulate agricultural development in Albania.

Competition and accumulated profits, reinvested and leveraged,
provide the driving force for technical, economic, and social progress.
Entrepreneurs, through shared experiences in trade associations,
develop a gréup dynamic i:hat hastens and sustains development. When
this is supplemented with provision of counseling and technical
assistance to individual entrepreneurs, enduring business and technical

development of agribusiness is achieved.

2. Program Goal, Purpose, and Objgctives

This program is market-based and focused. The goal is to put in
- place agricultural trade associations and systems within such ‘
associations so that theyvcan become self-sustainable and effective

mechanisms for the development of the agricultural sector. The program



purpose is. to improve the output and profitability of Albanian

agriculture. It integrates the following objectives:

3.

Develop and expand agribusiness trade associations (ATA) on a
sectoral basis to increase agricultural productivity and
efficiency in an environmentally sound ménner,

Assist individual agribusiness entreprenéurs- in appropriate
technology and business management.

Provide credit access for small and medium agribusiness,
Establish credit unions to mobilize agribusiness savings.
Provide limited assistance to governﬁeht agro—pfocessing
requlatory and technical services.

Improve trade contacts for marketing agricultural exports and

procuring agro-processing equipment.

Program Results

Program activity will most directly affect USAID/Albania‘’s

intermediate result (IR) 1.3.3 (accelerated growth and development of

private enterprises) and results will be measured as:

‘Agricultural trade association membership paying dues, by gender.
Number of new agribusiness investments. ’

Financial sustainability, i.e. proportion of agricultural trade
association expenditures from domestic sources.

Quantity of credit provided through trade associations at
commercially viable terms. |

Quantity of savings mobilization created and credit disbursed
through trade association creait unions.

Policy improvements achieved by trade association advocacy. -
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4. Program Rationale

The application builds on proven IFDC successes in Albania; on
current broject cooperation with USAID and othg; donor agricultural
sector credit and agribusiness projects; and, most significantly, on
the trust established between IFDC and individua; private agribusiness

entrepreneurs and the Government of Albania (GOA).

IFDC recognizes the different needs of agro-processing enterprises
and nontrade associations compared to those of inputs suppliers and

will be innovative in adapting the AFADA association model to other

associations.

5. The Program Team
Experienced, strong, and complementary partners have joined with
IFDC to form an integrated team that will achieve sustainable results
in the still fragile Albanian social and economic context. Each one of
these partners brings specialized skills and cost-sharing capacity to
the program needs. IFDC has alsc established commitments from
grganizations (Table 1) to participate with the program and provide

resources to enhance result achievement.

5.1 International Fertilizer Development Center (IFDC) has a solid
track record in Albania for achieving results by mobilizing the private
sector through agribusiness association development. IFDC has extensive
experience in assisting agribusiness development, particularly in
Albania and Bangladesh. As program ieader, IFDC brings a clear vision
- to the role of developing agricultural productivity through trade

assocliations based on experience gained and results achieved.
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5.2 _World Council of Credit Unions (WOCCU) 1is the apex
organization of the international credit wunion system, which
encompasées credit unions and related cogpera'tive financial
instifutions in 86 countries. It is helping to create totally new
credit union systems in Mace_zdonia and other c:ou;xtries in the region.

WOCCU brings this experience to develop trade association credit unions

in Albania. .

5.3 Collaborative Agribusiness Support Program (CASP}) ‘draws on
a broad pool of agribusiness development expertis‘e and experience in
its five participating institutions. CASP provides broad post-harvest
expertise to promote and support processing and marketing of crop and
animal products. One of the partners, Mississippi State University, has

previously worked with IFDC in Albania.

5.4 Albanian American Trade Association (AATA) serves as a
clearing house of information for U.S. businesses interested in
Albanian trade and investment. AATA has worked in Albania to develcp

municipal economic development strategies.
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Appendix C. Contractual Description of AAATA Program Modification

Modification #05
Cooperative Agreement No. PER-A-00-99-00001-00

ATTACHMENT A

Program description
January 15, 2002 through Jan 15, 2004

A. Purpose

In January 1999 USAID awarded a Cooperative Agreement (CA) to
IFDC to implement the Assistance to Albanian Agricultural Trade
Associations (ARATA) project. Under the terms of RFA, funds were
provided for an initial period of three years, with an option for two
additional years. The proposed extension of two years will coalesce
and extend the project’s achievements that produce successful and
notable legacies for USAID in two areas critical to agribusiness
development and economic growth in Albania. These two critical areas
are:

1. A sustainable institutional framework that will:
- Enable private sector trade associations to provide effective
advocacy and services to support the business, technical, and
management requirements of their members.

- Build capacity within selected government agricultural -services
to support small and medium enterprises (SMEs) of private sector
agribusiness.

2. Agro-industry clusters and pilot SME enterprises that will provide
the example and momentum for sustained growth in agribusiness,
including updated technology, replacement of many imported food
products, and export capability within four focused segments -
greenhouse fruit and vegetable production, field fruit and vegetable
production, poultry and associated feed industry, the olive sector,
and herbs and spices.

The extension will allow the additiomal training and
technical assistance needed to build a financially sound base for the
recently formed Association and Business Management Center (ABMC),
which has two functions—association management and commercial and
technical assistance. In addition, the extension will continue support
to the Ministry of Agriculture and Food Statistical Unit.
Continuation of the Statistical Unit will enable agriculture producers
to use real-time wmwarket data for Dbusiness forecasting and crop
selection.

B. Program Activities and expected Results
The activities under the extension will contribute to three IR-s
S0 1.3 framework plan, specifically Export Capability Increased,

Processing and Production Improved and Agricultural Associations
Become Sustainable.
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Modification #05
Cooperative Agreement No. PER-A-00-99-00001-00

With the proposed extension, IFDC will shift more emphasis and
resources to activities that directly support agribusiness development
in a focused, strategic manner. IFDC will devote approximately 60% of
project resources to agribusiness development and the residual to
association and other institutional development. The goal for the
extension is to build up solid and enduring model agribusiness
clusters based on the foundation established and on the techniques and
tactics that have been validated by sectoral studies and economic
analysis, such as on the comparative advantage of particular
horticultural crops, and of course, by the agro-entrepreneurs
themselves. The Statistical Unit contribution to agribusiness
development enables producers and processors to draw on reliable and
real-time market information.

The first main focus of the extension is Institutional
Strengthening, Capacity Building, and Sustainability of Agricultural
Trade Associations. There are five main components in the program to
develop sustainability of effective trade associations—KASH, the ABMC,
the Agribusiness Expert Council, association credit unions, and
private sector extension services (PSES).

KASH is emphasized because it represents a powerful mechanism for
influencing policy reform and improving the business climate. The ABMC
will serve as the business and technical service organization for the
trade associations. Agribusiness Expert Council will be changed into a
legally registered Foundation aligned with the ABMC and broaden its
mandate to become a think tank for Albanian agribusiness development.

Private Sector Extension Services have been demonstrated to be
effective change agents for the AFADA membership and their customers.
There is a high level of interest in credit unions in Albania from
both the private sector and government. In part this is due to the
demonstrated capability of groups to veluntarily and successfully run
Credit and Savings Associations (CSAs). Trade association CSAs will be
further supported, having demonstrated their usefulness in providing
safe and reliable savings depositories for association members, and
consumer loans.

IFDC will seek to improve the functioning and role of the
research institutes (VRI, FRI and ARI) in improving food quality and
safety standards in Albania. This is essential especially for the
development of export markets. The capacity of the Policy Unit will be
cost effectively improved by using the IFDC economists in conjunction
with their work for KASH to provide in-depth analysis and high-level
research based on data being collected by the DSI and Statistics
Service of the Government.

The recently formed AMCHAM in Tirana will be subcontracted to
conduct two trade fairs during the project extension to promote
agribusiness trade in commodities and supplies between the United
States and Albania and provide assistance with the Global Trade
Network and to improve advocacy efforts. Ag a follow up to the
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Modification #05
Cooperative Agreement No. PER-A-00-99-00001-00

business survey recently conducted in Albania by AATDA, it is proposed
that AATDA will be subcontracted to work with AMCHAM and IFDC to
promote and organize trade missions from the United States to Albania
for business clusters within the areas of focus and reciprocal trade
mission arrangements when and where appropriate.

The second focus of the proposed extension will be on
Agribusiness Development. The program to foster agribusiness
development and establish the base for industry clusters and commodity
value chains will center on two intertwined, proven approaches:

a) Removing critical constraints to development in the four
selected key subsectors, namely greenhouse vegetables,
field fruits and vegetables, poultry and olives/edible oils: and

b) Assisting individual progressive entrepreneurs to succeed as
examples for attracting investment funds from domestic and
overseas sources.

During the extension period, IFDC plans to concentrate more
resources, including the Vlore and Fier offices, in the southern
region where the bulk of key sub-sectors are located. IFDC will
continue the productive partnership begun in 2000 with AGRIDEV the
Israeli nonprofit organization that provides hands-on expertise.
AGRIDEV is expected to continue to assist in making market/product
connections to outside buyers of Albania's products. Target markets
include the Balkans, Switzerland, Germany, the United States, and
Israel. The project will also enlist other specialized local and
foreign agro-processing consultants to upgrade skills, equipment, and
techniques and to complete transactions for the project clients. IFDC
proposes two additional new activities.

1. Development of the Albanian Spice and Herbal products sector.

In keeping with the structure of the BAATA extension, the two
primary objectives of this proposal are:

a. To develop a sustainable institutional framework for the
industry through the establishment of the Albanian Spice and Herbal
Products Association to provide effective advocacy and services to
support the business, technical, and management requirements of
members.

b. To develop industry clusters and pilot enterprises that will
provide the example and momentum for sustained growth, introduction of
updated technology, and redevelopment of export markets.

The specialized technical and marketing support required for the
program would be supplied by FFF Associates, Inc., led by Mr. Petex
Purth and Mr. D. Cox. The main technical and market components will
Quality, Sanitation, Processing, Quality Control, and Warehousing,
Market Informatioen and Intelligence, International Trade Training,
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Market Promotion. Transport, Development of New Export Products,
Environmental  Protection.

2. Support for the National Albanian Farmers Union (BKFSh) .

The National Albanian Farmers’ Union (BKFSh) was established in
1994 to bring farmers together in an association that could address
their concerns regarding the economy and with policies directly.
related to agriculture.

Today, the organization is active throughout Albania, with a
membership of 25,000 farmers. The organization is a member of KASH.

IFDC will engage two professional and one support staff for two
years to enable BKFSh to set up member databases, conduct regional -
meetings, establish services such as surveys for the MOAF and donors
that generate non-dues revenue, prepare advocacy positions, write
publications and media placements, and in general create a critical
mass of awareness among potential members. To save money and improve
linkages, the plan would be for BKFSh to join ABMC and to rent space
and equipment at their office.

The IFDC will work to strengthen BKFSh as an association, educate
.the board and committee leaders on association management practices,
set up accounting and member databases, boost membership, establish
linkages with GOA institutions and donor/NGO organizations that can
pay for services, establish a newsletter to keep farmers informed on
issues of concern to them, survey the members, and represent their
positions.
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