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THE DEADLINE FOR SUBMITTING THE RESULTS OF THE 2008 SURVEY IN TIME TO INFORM
THE ACCRA HIGH-LEVEL FORUM IS: 31 MARCH 2008
ABOUT THIS DOCUMENT

This Country Report consolidates qualitative assessment for each of the indicators. It is designed to achieve a better understanding of the challenges and opportunities in improving aid effectiveness at the country level. To this end, stakeholders are invited to complete the two components of the Country Report: 1) the Country Chapter inputs and 2) Two-page contribution to Accra. This document is part of a set of documents that also includes:

1.
Explanatory Note

2.
Donor Questionnaire
3.
Government Questionnaire

4.
Country Spreadsheet

5. 
COUNTRY REPORT
6.
Definitions & Guidance

COMPLETING THE COUNTRY REPORT
The two components of the Country Report are: 

( COUNTRY CHAPTER INPUTS provides space for a short qualitative assessment for each of the 12 indicators covered in the survey. This will provide the principal source of information for establishing the country chapters that will be drafted for each country. Illustrative questions are provided each indicator.

( TWO-PAGE CONTRIBUTION FOR ACCRA provides space to present the key challenges and reforms that are needed to improve the effectiveness of aid in your country and achieve the targets agreed in Paris. The format, scope and content of this report are to be agreed in each country (no further guidance is provided).
Both of these reports are established under the authority of the National Co-ordinator, and should reflect the views of a broad range of stakeholders including country authorities, donors and relevant civil society organisations. Stakeholders are, as much as possible, encouraged to reach agreement on a common position. However, where consensus cannot be reached, the reports should record different opinions rather than seek consensus at all costs.
 VALIDATION OF THE COUNTRY REPORT
The National Co-ordinator should supervise the preparation of the Country Reports with additional support where this is required. The National Coordinator convenes a meeting with government, donors and Civil Society Organisations to finalise and validate these documents before submission to the OECD. 

REPORTING

Once the Country Reports have been completed and validated, it should be communicated to the OECD Secretariat, along with the Country Spreadsheet by the 31 March 2008 at the latest, for aggregation and analysis. Following this, the OECD Secretariat will share with the National Coordinator a first draft of the country chapter for comments. Reports should be submitted by email or fax to:

HLF Secretariat

Email:
hlfsurvey@oecd.org
Fax
(+33-1) 44 30 61 27

Tel. 
(+33-1) 45 24 76 26
Country chapter inputs

The illustrative questions below are designed to help guide National Co-ordinators in providing qualitative assessments for the indicators. The answers provided will provide the basis for drafting the country chapters and should help better understand the issues and challenges in implementing the Paris Declaration. The responses provided for each indicator should not exceed 800 words.
	Indicator 1: Operational National Development Strategies


	( To what extent does the national development strategy (or poverty reduction strategy) set out clear and prioritised objectives for the country? (  To what extent are national plans or strategies able to influence the activities undertaken by government and donors by means of making linkages between the plans and budgets, fiscal policies or other resource-allocation instruments? ( What are the remaining challenges in operationalising national development strategies? 
The Integrated Planning System (IPS) sets out a set of operating principles to ensure that policy and budget planning and implementation take place in a coherent, efficient, and integrated manner. Joint donor efforts and pooled funding have ensured that necessary resources are available and technical assistance is effectively coordinated. 

A single unified long-term strategic framework has been developed through the National Strategy for Development and Integration (NSDI) 2007 – 2013, which establishes national strategic priorities and goals. The NSDI offers a long-term vision for national development as well as a medium-term time horizon for policy planning. It synthesises medium- to long-term 21 sector and 14 crosscutting strategies. The NSDI succeeds the National Strategy for Socio-Economic Development (NSSED), which was the main government strategic document until 2006. The NSDI is fully linked into the regular planning process in the respective ministries, including the Medium-Term Budgetary Programme (MTBP). The annually updated Medium-Term Budgetary Process aims at connecting plans and budgets. The implementation of the Integrated Planning System and projects like the Strategic Public Expenditure Management (SPEM 3) – project are aiming at establishing stronger linkages.

Progress has been made in linking national priorities and strategies to the budget. Sector strategies are the reference documents of the MTBP and the preparation and updating of sector strategies is the central feature of the NSDI process. Sector strategies are expected to be updated whenever there is a significant shift in policy, while the NSDI is not expected to be updated. However, a review of the state of the implementation of the NSDI will take place on an annual basis at the beginning of the MTBP planning cycle to inform the preparation of initial sector ceilings.

The Department of Strategy and Donor Coordination (DSDC, located within the Council of Ministers and established in December 2005) has been increasing its role in to taking the lead in co-ordinating external assistance. During 2006 and 2007 the DSDC has:

1. Ensured that the work of two new committees of the Government, the Strategic Planning Committee (under the Prime Minister) and the Government Modernization Committee (under the Deputy Prime Minister), is fully supported. The committee has met several times in 2007 to provide strategic direction to the strategic planning and budgeting process.

2. Prepared instructions and standards for the sector and cross-cutting strategies that underpin the National Strategy, provided extensive comments to the strategy drafts, put on track the consultation process with domestic stakeholders, civil society and the donor community. There has been very good progress towards completing and approving the sector and crosscutting strategies in the Council of Ministers. During 2007, 12 (twelve) strategies have been approved by the Council of Ministers, 13 (thirteen) have been completed, 10 more strategies are still in process of being prepared.

3. Lead the process of NSDI preparation. During November- December 2007 NSDI went through a broad consultation process with participants from the parliament, civil society, advisors, business associations, trade unions, judicial court, academics, local government representatives and donors. The consultation process was organised in the form of five roundtables in Tirana, of which three were thematic, one for each major priority of the NSDI: EU and NATO integration, Economic and Social Development, Democratisation and Rule of Law; two other workshops were organised with the donor community and the civil society (representatives of advisory groups) and 4 regional in other cities of Albania. Donors have been following with interest the preparation and ongoing finalization process of the NSDI. 

4. Strengthened the donor co-ordination functions offering the first contact point for donor partners. It organised the major co-ordination activities such as the donor-government roundtable and 4 (four) IPS support group meetings (policy-level advisory board). During 2007, the DSDC developed the External Assistance Orientation Document tied to the NSDI priorities.

5. The DSDC has been a key player in the preparation of the Integrated Planning System Multi-Donor Trust Fund, which pools donor community contributions in the amount of approximately USD 8.3 million. The goal of the MDTF is to support capacity building in implementing the IPS in Albania. It will ensure that the main policy and financial processes of the government function in a coherent, efficient and integrated way.

6.  During November- December 2007, DSDC in close collaboration with the Ministry of Finance and the Ministry of Integration has worked for the 2008 IPS calendar. This calendar lists the key dates of the IPS process for all government departments: NSDI, European integration, macroeconomic framework, MTBP, public investment and external assistance in order to better plan the decision making process. 

There are still challenges remaining in operationalising national development strategies: 

· The limited capacity to make further choices and prioritising when it comes to implementation of broad strategies that are quite comprehensive compared to the existing resources and time-frames.  

· The plans can be a very good start but they have to be followed carefully till a proper translation in budgetary terms. Experience from joint donor projects like Strategic Public Expenditure Management (SPEM 3) show that it takes time to make the MTBP process solid enough and sustainable and make all the line ministries respect its procedures. 

· Further work is needed to provide an analytical basis for some of the priorities selected, to link programmes to budgets and to operationalise priorities into realistic plans of action that make the best use of resources available (both domestic and external). 

· It is important to make sure that the DSDC and the Ministry of Integration coordinate closer, to ensure a better harmonization of IPA funds with other donor’s assistance.
Priority actions for 2008 to make progress against 2010 targets: Implementation of the NSDI and IPS, full functioning of monitoring and reporting systems including regulation on Foreign Assistance coordination. 

	Indicator 2a: RELIABLE country public financial management systems
	( What reforms have been implemented or are planned to improve the quality of public financial management systems? ( What efforts are being made to improve financial management at sub-national levels? 

The government is committed to improve PFM and procurement systems in order to make it possible for donors to work more efficiently through the budget. 
· 2007 marked the first time that all ministries completed a full Medium-Term Budget Programme (MTBP) process, beginning with the establishment of the macroeconomic framework and budget ceilings in March through to the preparation of individual MTBP requests in May and the finalisation of the budget in October.  The MTBP requires each ministry to develop between March and June a three-year plan within an expenditure ceiling to achieve policy objectives as intermediate steps to the achievement of the NSDI goals. Progress is being made in linking the MTBP and the NSDI 2007 – 2013, where MTBP ceilings and expenditure plans will properly reflect the NSDI and SAA commitments. 
· The Department of Public Investment Management (DPIM), established in 2006, with the aim to fully integrate domestically and externally financed public investment into the public expenditure management process, is responsible for the development of new public investment management procedures. The transfer of responsibility for public investment management to the MoF allows the procedures to be further streamlined. 
· The improved Public Investment Management (PIM) procedures were developed and adopted by the Government Modernisation Committee on March 2007. They are an integral part of the MTBP. The PIM procedures were applied for the first time during 2008-2010 MTBP and they will be applied fully to the next MTBP 2009-2011. The PIM procedures will be applied fully to the next MTBP 2009-2011. In overall, all budget institutions submitted public investment proposals in full compliance with the procedures and Budget preparation instruction. Progress has been made in developing a process for identifying, approving, and monitoring domestic and foreign-financed public investments, which will facilitate improved links with external assistance.

· An improved Budgetary System Management Law has been drafted and submitted to Parliament. It will codify the MTBP process and will serve as reference for the regulation on Foreign Assistance. The necessity of improvement of the public expenditure management process lead to the preparation of the new organic law, which address the following issues:  

· Building a procedure foundation for a better relation of the budget with the policies through the institutionalizing of the MTBP. 
· A clear separation of responsibility and accountability among the participating actors in the process of public expenses management.

· Improving intergovernmental relationships. 

· Provides the bases of internal public financial auditing, management and financial audit, and financial inspection according to the European normative acquis communautaire. 

· Reflecting the new developments regarding the international statistical standards and public accounting. 

· A Decision of the Council of Ministers will explain and regulate all the procedures as related to the external assistance and will establish competences and the roles of DSDC, MOF and other line ministries in the process of managing the external assistance from bilateral/multilateral agreements to disbursement and reporting of the ODA funds. 

Confidence in the country’s public finance management systems will increase over the next five years, both from the results of ongoing initiatives and reforms (e.g. public procurement, revenue administration, debt management, tax administration, civil service and public administration) through projects such as the Strategic Public Expenditure Management (SPEM 3 – financed by UK, the Netherlands and Sweden), and because of the intensive support that will be provided for managing development finance, especially as part of IPA. The GoA is currently working on plans to create an effective Central Financial Contracting Unit (CFCU) at the MoF, which will be central to this improvement. The recently established strategies for public finances, anti-corruption and public administration reform will also help in this respect. 

It will however take several years before improvements can be made across the whole of government and challenges will remain, especially for donors, working with smaller projects that may be dependent on fast and flexible response. In these circumstances, the government is committed to working with donors to find transitional solutions that provide for greater cooperation with the budget, without full integration. 

Priority actions for 2008 to make progress against 2010 targets: Approve and implement new Budgetary System Management Law, including regulation on Foreign Assistance. Continue and improve implementation of MTBP.  

	Indicator 2b: RELIABLE country procurement systems
	( What actions have been taken or are planned to reform and improve the quality of procurement systems (laws, regulations and institutions)? ( If legal or institutional frameworks are established (Procurement Acts, Regulatory Authorities, anti-Corruption laws), what steps are taken to build capacities or allocate resources to effectively implement them? 

The Council of Ministers has approved a set of new public procurement procedures: 
· On 1 January 2007 entered into force the new Public Procurement Law (PPL). The Public Procurement Agency (PPA) has prepared the secondary legislation and the standard bidding documents that make this law applicable. During the year 2007, the PPL has been amended twice. In February 2008, the secondary legislation has also been amended.
· The Public Procurement Agency (PPA) serves as the hub of public procurement in Albania, coordinating, monitoring, and reporting on the procurement offices and operations of a wide range of government organizations.  Beginning in the year 2007, Public Procurement Agency is assisted by SIGMA, to draft the legislation in the utilities sectors. 

· The new public procurement law mandated the establishment of the Public Procurement Advocate as an independent review body that reports directly to the Parliament. The Public Procurement Advocate office will be a cornerstone in developing a fair and transparent public procurement process in Albania. The Public Procurement Advocate was appointed by the Parliament in July 2007. 
· The new Public Procurement Law authorizes electronic procurement and independent oversight.  An e-procurement system, in line with EU directives, has been approved for use by the Government of Albania. The CoM on 3 October 2007, has approved the Decision no. 659, date 3.10.2007 "The regulation of public procurement with electronic means". Wider access to tender documents is ensured through upgrades of the PPA website that allow for contracting authorities to upload tender documents. A core of Contracting Authorities is being trained on e-procurement system. Significant improvement to transparency of public procurement is noted by publishing all the contract awards and contract notices in the PPA website. According to the PPA annual report for 2007, in the PPA website there were published:

Open Procedures






3,946

Restricted Procedures





36

Negotiated Procedures without Prior publication (direct procurement)
49 

Design contest






7

Request for Proposal





3,769

Consulting Services





86 

TOTAL







7,893 

· The Cross-cutting Strategy for Prevention, Fight on Corruption and Transparent Governance (2007 – 2013) was completed in October 2007.  Reformation of Public Procurement System is one of the goals set in this strategy.  Key priorities to reach this goal include: Development of public procurement sub-legal frame and standard documentation; Establishment and consolidation of Public Procurement Advocate; Guarantee of maximum transparency of public procurement and development of electronic services; Strengthening of the Agency of Public Procurement and Concessions and training of its staff; Development and strengthening of the mechanisms of institutional responsibility to identify, prevent and punish corruptive practices; Institutionalization of the on-periodical-basis training in all the respective public structures; Functioning of data exchange systems with other sectors (”black list”); Promotion and advancement of the codes of conduct in public procurement and of the minimum obligatory standards for any public procurement contract; Development of the follow-up and monitoring of the implementation and service quality of the public procurement services.

· In September 2006, the Government of Albania has entered into a two-year $13.85 million partnership with the United States Millennium Challenge Corporation and USAID. The Millennium Challenge Albania Threshold Agreement project, implemented by USAID, aims to reduce corruption and improve performance in three key areas of public administration: (1) Tax administration; (2) Public procurement; and (3) Business registration. The Public Procurement component of the Millennium Challenge Albania Threshold Agreement project aims to improve the capacity of the PPA to conduct transparent procurements and to enable the private sector to monitor effectively the public procurement. Under this project, more then 700 public procurement officials, economic operators and other government officials and were trained on the new law and regulations, and on e-procurement.

	Indicator 3: Aid flows are aligned on national priorities
	( Please list the main reasons why there are gaps between what is disbursed by donors and what is recorded in annual budget estimates ( How can the gaps be narrowed? ( What efforts are being made, or need to be made, by donors to ensure the necessary information disclosure to the relevant government authorities?
The survey results show that 192mUSD out of the total amount of 254mUSD ODA disbursed for the GoA sector is being recorded in the national budget (or 76%).  Efforts are still required in order to reach the 2010 target of 85%.

The overall responsibility for the management of external assistance remains with the DSDC in close cooperation with the MoF. The government is adopting the existing donor database, which has until recently been maintained by the Donor Technical Secretariat (DTS).  DSDC and MoF are in process of defining sound identification procedures that allow both institutions to work with the database while maintaining consistency. Procedures will also be developed to ensure that the database is available to the government and donors in a transparent and up-to-date manner. It will be necessary to obtain information on external assistance both directly from donors, and from government agencies. 

The greater use of the donor database within the DSDC and MoF, along with the production of an annual EAOD, will ensure that information on external assistance is included in budget discussions and taken into account in decision on MTBP and annual budget. The government has already used tables, which present domestic investment and external assistance, to check that sector allocations are consistent with national strategy priorities and goals. This will be built into the budget cycle for the preparation of the 2009 budget. Throughout the cycle, ministries will be expected to report on additional funding priorities in the context of all ongoing and planned external assistance, and DSDC will ensure that all external assistance is properly taken into account. In order to maintain this connection, DSDC in coordination with the MoF, will need to continue with the effort to classify all external assistance against one or more budget programmes. 
The DSDC is leading the design and development of two information systems in support of its multi-faceted mandate for strategic planning, policy analysis, monitoring, evaluation and donor coordination: the Integrated Planning System Information System (IPSIS) and the External Assistance Management Information System (EAMIS). EAMIS is envisaged as the information repository to the IPS providing information on External Assistance to the Government of Albania from all donors. It will be linked with the MTBP and Treasury systems.

Donors are encouraged to take these processes into account when programming and reporting on external assistance. More transparency towards the GoA is required in terms of resource allocation and spending.

In some cases, most of the differences (which are rather small comparatively) come from slower paces than planned in project implementation, meaning that some projects under-spend their budgets.  In this case, the gap can be narrowed through a more realistic planning and stronger ownership and commitment by the recipient GoA. In the case of UN for example, its procedures foresee the full involvement of government partners and beneficiaries in planning, monitoring and evaluation of programme activities. This ensures their full access to information relating to ODA planning and disbursal. 

There are two main challenges for associating external assistance with budget programmes:

· Four sectors – defence, justice, health and education - are characterised by several large broad projects that cut across several different institutions. The formalisation of these projects through sector wide approaches should help to address these problems.

· Support for local, rural and regional development is implemented in a variety of different ways and government is working to provide greater clarity on the appropriate level and methods of coordination. 

The main areas, where immediate further work is required, are:

· Refining the classification of projects in order to be aligned with the appropriate budget programme, wherever possible.
· Monitoring of disbursement information, in cooperation with increased collaboration with budget monitoring.
· During 2008, the government will continue to work on improving procedures for integrating external assistance into government recording and reporting, and on the associated External Assistance Management Information System (EAMIS) that supports these procedures.

· The External Assistance Orientation Document updated on yearly basis to feed into the budget cycle.

· Donors are requested to place a high emphasis on ensuring that assistance is registered in the budget. This may be achieved by working closely with the relevant line ministries, as well with MoF. It will require some thought during programming to make sure that the management structure of larger and broader projects can be effectively aligned with budget institutions. 

· Donors are requested to continue providing regular updating of information to the donor database and to make sure that the information they provide to the database is classified and reported consistently with the information that is in the budget.
· The increased use programme-based and sector-wide approaches will help to improve the situation with an increased amount of disbursements being recorded in government accounting systems.

· As the IPS progresses, the Government might wish to undertake a more comprehensive assessment and periodic review of the alignment and contribution of the various bilateral and multilateral partners to Albania’s national goals.  This exercise is already taking place in the education sector through the Education SWAp and could be started in other sectors. 


	Indicator 4: Strengthen capacity by co-ordinated support
	( What are the challenges in strengthening capacity development and improving the provision of technical co-operation? ( What steps are being made by relevant country authorities to identify and communicate clear objectives and strategies for capacity development? ( What are the steps taken by donors to integrate technical co-operation as part of country programmes and coordinate support among donors? 
The survey results show that USD 73 million out of the total amount of USD 123 million (or 59 %) Technical Cooperation provided by donors has been through coordinated efforts.  This is an improvement if compared to the levels of 32% reported in the 2005 Survey and it exceeds the 2010 target set at 50%.  
Many efforts have been made by the GoA and the donors in this respect:
· The National Strategy for Development and Integration (NSDI) for 2007-13 is based on 21 Sector Strategies and 14 Cross-Cutting Strategies and is the overall strategic planning framework focusing on development and European integration. The NSDI provides a single framework around which donors should align their assistance. Donor community actively participated in NSDI preparation process and preparation of sector strategies, which are the core of the strategic planning process under the IPS. Throughout the year 2007, 25 (twenty-five) sector and cross-cutting strategies were consulted with the donor community. The 10 (ten) remaining strategies will be consulted during the year 2008.
· The Integrated Planning System (IPS) is expected to integrate the goals of the NSDI, NATO and EU integration, and MDGs, as well as sector and cross-cutting strategies into a single framework in line with the long-term vision. Donors answered to the IPS implementation short and medium-term technical assistance needs with a Joint support which is an improvement upon past fragmented capacity building efforts.  The joint support has been undertaken in two stages: (a) an IPS Immediate Needs Technical Assistance program (2006-2007) with joint contribution of UNDP, Netherlands and OSCE, managed by UNDP, which provided immediate assistance mainly to the DSDC; and (b) in the second stage, medium and long-term IPS TA needs will be addressed through another technical assistance program financed under a Multi-Donor Trust Fund that will be managed through the WB. The MTDF was approved by the GoA in December 2007 and has the participation of seven donors so far: UK, EC, Austria, Netherlands, Sweden, Italy and Switzerland. If adequately implemented, this last initiative could work as a driver/best practice for further donor coordination efforts and joint initiatives. 
· One of the core products of the IPS is the External Assistance Orientation Document (EAOD) that will be produced annually and identifies all priority areas where external assistance is needed. The first External Assistance Orientation Document has been completed and will be available for public release very soon. For the first time, this document links the GoA’s external assistance requirements to its strategic priorities. 

· The Instrument for Pre-Accession (IPA) 2007 programme, was negotiated between the GoA and the European Commission. It was completed and signed in January 2008. A concerted effort has been made to align the IPA projects with Albania’s national priorities and increase ownership in project fiches preparation.  IPA 2008 is in the process of being finalized following the same procedures.  

· Albania is one of eight countries piloting the innovative “One UN” programme.  This initiative consolidates a broad range of individual UN programmes within a single strategic framework. The ‘One UN’ programme is based on the UN Development Assistance Framework (2006-2010) and is guided by: Albania’s agenda of integration into the EU; the NSDI; programmes of other international and bilateral agencies as well as the Paris Declaration on aid effectiveness. The ‘One UN’ Programme is also contributing to enhancing cohesion among UN agencies operating in the country. UN agencies, through sectoral working groups and joint programmes, are promoting a coordinated approach among donors in various sectors. 

· Different coordination mechanisms have been used by the GoA and the donor community /DTS in order to coordinate their activities: the Donor Roundtables at the level of the heads of agencies, development counsellors’ level meetings and the sector working groups (SWG). In the context of the IPS, the IPS Support Group (the forum for interaction between donors participating in the IPS MDTF and the GoA) will be jointly monitoring progress on IPS reform. The Support Group also provides advisory, strategic support and guidance to the IPS process, and reviews the IPS through monitoring and reporting mechanisms.

· Another mechanism used by the European Commission is the meetings of Member States Development Counsellors. The EC shares with the member states its overall programme planning, such as MIPD or even the list of priorities for the different IPA programmes.  Donors from the member states contribute into the EC planning, in many cases avoiding overlap (when a certain proposed project is already underway and included into their programming)

· The structure of the SWG is being reorganised to reflect changes into the division of sector strategies and NSDI, as well as to transfer the leading role to Government representatives.

· Joint efforts have been undertaken to implement joint programmes. One example is the SWAp in education, under implementation since June 2006, with the participation of donors such as World Bank, EIB and the Council of Europe Development Bank. Plans for similar approaches in some other sectors are underway. There are a number of other positive cases like the Strategic Public Expenditure Management (SPEM 3) and IPS where donors are funding together programmes that focus on technical cooperation and capacity building.  More of these should become the norm.
Priority actions for 2008 to make progress: The GoA has to seek to develop fully-fledged capacity development programmes, and to guide donors regarding the kind of support needed and where to focus it. Donors in turn need to be willing to align their support to a greater extent.

	Indicator 5a:
Use of country public financial management systems
	( Please describe the constraints and challenges placed on donors in making use of partner country’s public financial management systems (budget execution procedures, financial reporting procedures, auditing procedures)? (  Are procedures currently in place to use country systems beyond general or sector budget support (e.g. project and basket fund modalities)? (see also discussion under Indicators #2 and Indicator #3). 
A very low level of the ODA disbursed by donors uses at least one of the national public financial and management systems (either national budget execution, national financial reporting or auditing procedures).  Only USD 23.5 million out of USD 254 million disbursed for the Government uses all three country PFM systems procedures.  

The Paris Declaration monitoring uses the public financial management and procurement components of the WB’s CPIA assessments to estimate the quality of country systems. For 2006, Albania’s PFM system was rated as 4.0 (on a scale of 1 to 6), and its procurement system as D+ (on a scale of A to D). 

Among the challenges that donors are facing, are: donors’ lack of familiarity with the recipient country systems, lack of trust, difference in sound management standards between donors and the recipient, and to some degree an existing tradition that needs to be broken at some point. By many donors, the PFM system is considered to have insufficient transparency and accountability. For most donors, most of ODA provided as bilateral and multilateral grants follows donor procedures, while part of ODA provided as loans follow government procedures.  E.g. for Italy bilateral grants usually follow donor procedures. Whereas soft loans are regulated through financial conventions with ad hoc procedures approved case-by-case by Italian and Albanian government authorities.

The government is committed to improve PFM systems in order to make it possible for donors to work more efficiently through the budget. Efforts have been made by both the GoA in improving its PFM system and by donors in trying to use Albania’s PFM systems: 

· Budget execution has improved since the early 2000s with regard to budget execution following the budget plan. Improvement of the legal basis for budget preparation and execution (the new organic budget law, etc.) and ongoing computerization of the treasury system (continuing to be completed since 2006/07) means that Albania’s rating is likely to improve further until 2010.
· Shifting responsibility for the public investment programming to the MoF, is allowing for better integration of investment and recurrent expenditures. It is envisaged that the MoF will approve public investment projects based on sector strategies and the NSDI. 
· The Government has also begun to implement reforms in internal auditing through the introduction of a Public Internal Financial Control framework supported by the EU. Since the adoption of the Law on public sector Internal Audit all budget institutions where the government participation is more than 50% have been required to have in place Internal Audit Units (IAUs). 
· Albania’s supreme audit institution, the State Supreme Audit (SSA), is in charge of conducting yearly audits on budget execution and it recorded an improvement in the follow-up of its recommendations (Under an EC project).
· There are projects undertaken by several donors which aim at strengthening the PFM systems through supporting banking and financial sector reform. The first steps in this direction are made in the education sector where the World Bank in coordination with other donors have started SWAP-type arrangements. The education SWAp, under implementation since June 2006, is using the government’s financial management and procurement systems to the extent possible.  There are plans for similar approaches in the transport sector or other sectors. 
· Other donors (UK, Austria, the EC, Italy, the Netherlands, Sweden, and Switzerland managed by World Bank), are providing support to IPS implementation through a multi-donor trust fund which will be executed by Government.
· In 2005 and 2006 the EC has granted macro-financial assistance to Albania (USD 35 million given as direct budget support) which will be conditional to improving public finance management with more secure financial circuits, measures to improve the functioning of the public administration and the fight against corruption, and progress in financial sector reform.

· The EC IPA programme is working towards preparing the country for decentralised management of EU assistance through capacity building of relevant administrative departments and institutions as well as by establishing internal controls and audits. Government is currently working on plans to create an effective Central Financial Contracting Unit (CFCU) at the MoF, which will be central to this improvement.
· The World Bank has recently adopted changes in its operational policy requirements that make it easier for projects to rely on national procedures, especially in the area of financial management.  These changes include eligibility of expenditures and simplified disbursement arrangements.

Priority actions for 2008 to make progress against 2010 targets: The government is aware that coverage cannot be expanded immediately, but would like to move in this direction, using intermediate steps. The process of moving more aid ‘on’ the budget and especially ‘through’ the budget will need to involve a set of discussions between the government and the donor community aiming at aid being moved towards a full or partial use of country PFM systems, and how this shift could be structured.  

	Indicator 5b:
Use of country procurement systems
	( Please describe the constraints and challenges placed on donors in making use of partner country’s procurement systems? (  Are procedures currently in place to use country procurement systems beyond general or sector budget support (e.g. project and basket fund modalities)? ( Please describe cases where donors apply safeguard measures.

(see also discussion under Indicator #2b)

The survey results show that only USD 26.7 million out of USD 254 million (or 10.5 per cent of ODA disbursed for the government sector) uses the country procurement systems procedures.  Procurement is overall more problematic that the PFM system itself. From the results of the survey we see that donors use Albania's procurement systems in very low level of the total ODA. Although there is a slight improvement from the 6 per cent level at 2005 baseline survey, there is a lot to do toward 2010.  Even in those cases that donors make use of country procurement systems (only in general or sector budget support) specific measures are applied to safeguard the misuse of funding. A number of layers of approval of detailed and stringent work plans are often used.
There has been reasonable progress on procurement issues. As it was discussed under Indicator #2b, actual implementation of new public procurement law shows considerable improvements.  Establishment of electronic procurement is another improvement that will be increasing transparency of the system.
Donors should offer training to Government counterparts to build procurement capacities e.g. through regional procurement workshops, external procurement courses and on the job training by local procurement experts hired to assist the Government in implementing different projects. This would expand institutional capacity, enlarge the pool of procurement experts in Albania and decrease the reliance on a limited number of procurement staff who are currently in high demand by donor-financed projects.
Donors and the Government should consider sharing scarce procurement staff resources across a range of projects. An example would be the establishment of CFCU at the MoF, which will be responsible for managing the implementation of IPS Multi-Donor Trust Fund and EC IPA programme.
Although the new Public Procurement Law (PPL), became effective on January 1, 2007, and the GoA has adopted comprehensive bylaws to implement the PPL, more work is needed to make these bylaws instrumental in application of the law.  In the meantime, World Bank-supported projects aim at contributing to developing capacity in the use of the national procurement procedures by:

· Publication of all contract awards including single-source or direct procurement;
· Ensuring easy access to tender documents by all stakeholders; 
· Requiring Government procurement staff to take the leading role and responsibility in project procurement activities such as: preparation of tender documents, evaluation reports, etc., assisted by procurement consultants hired for the Bank-financed projects; 

· Using International Competitive Bidding (ICB) as the preferred method of procurement procedure in Albania whenever possible.  It may lead to major cost savings and improvements in quality. 

It would be beneficial if assessments of the country’s PFM and procurement systems could be coordinated amongst donors, especially between WB and EC. 

	Indicator 6: Avoiding parallel implementation structures
	( For which reasons are parallel PIUs established? ( What steps, if any, are being taken both by donors and governments to phase-out parallel PIUs and/or mainstream PIUs into line ministries?
The PIUs were established several years ago, to compensate for the lack of expertise and implementation capacities from the government institutions. For a certain period they were instrumental in an efficient and speedy implementation of the project. The Paris Declaration calls for a substantial reduction in the number of project implementation units (PIUs) that are parallel. 
Based on the survey results, 24 parallel structures continue to be used by donors. Compared to the 2005 baseline result of 57 parallel PIUs the situation has been improved drastically.  The 2010 target that needs to be reached is to reduce the number to 18 or less. Efforts in reducing the number of parallel structures have been done by both the GoA and the donor community:

The GoA has made efforts in reducing the number of PIUs by improving the existing legal framework and increasing capacities of public administration in implementing donors projects.

Some donors, particularly the World Bank, have started to phase out parallel PIUs. The World Bank has decided that new projects from 2005 should no longer be implemented by specialized PIUs but that implementation should be mainstreamed within existing Government structures.  Other donors are moving in this direction.

Some of the former PIUs established by donors are being used by the GoA/ line ministries to manage projects from several donors. A good example of the evolution of the PIU concept could be the recently created Health Unit of Studies and Technical Assistance, (at Ministry of Health) providing support and capacity building to all Ministry tasks (and not to a single project) as well as to relevant stakeholders. Further efforts of integration are also being considered for the Ministry of Public Works, Transport and Telecommunication. Another example that we might bring here is the former World Bank PIU, established at the General Roads Directorate which now has been given a new role in managing all the transport projects financed by all donors.  
Interventions for capacity and institutional development aim at improving GoA structures and increasing the ability in managing donor projects.  One other positive example is the fact that the Ministry of Health has hired local consultants who used to be part of a previous WB PIU and now are transferring the knowledge to the staff ministry.  The same is for the PIU at MoF which is now fully as a government structure and will be responsible for executing the IPS Trust Fund The Government is welcoming this initiative since is closer to project implementation and monitoring. Similar approaches can be suggested for other donors’ projects, so they can make use of the capacities build under the previous projects. The GoA will continue to use the staff from previous PIU-s who can transfer the relevant knowledge.  

The transfer of capacity for project implementation from PIU-s to the Government’s own structures bears not only positive impacts on both civil service implementation capacity and project implementation, but also challenges.  The main challenge that affects the project implementation is related to familiarization with donor procedures such as procurement, financial management etc. The issues of the GoA capacity building need to be discussed amongst donors and resolved.  The GoA will have permanent staff for project implementation. 

	Indicator 7:
Aid is more predictable
	( Please list the main reasons where there are gaps between what was scheduled for disbursement and what was actually recorded as disbursed by government. ( How can donors improve realism of predictions on volume and timing of expected disbursements? ( What efforts are being made by the government to 1) meet the various requirements (administrative, technical, financial, etc.) for timely execution of projects and disbursement of funds; and 2) fully capture disbursements in its accounting systems? ( Have any additional steps been taken to improve predictability of donor funding over the longer term?
The 2005 baseline survey reported that the predictability was at the level of 51%, while the target to be reached by 2010 was set at the level of 74%.  Based on the survey results, donors scheduled USD 324 million for disbursement in 2007 and actually disbursed – according to their own records – USD 254 million (or 78 per cent). 

Government systems recorded USD 96 million out of the USD 285 million notified as total disbursement by donors, indicating that a significant proportion of disbursements were not captured by the government system, because they were not appropriately notified by donors.

The discrepancy varies considerably among donors and is mainly due to late disbursements carried over and to delays in implementing programmes. 

As it was discussed under Indicator #3, in some cases, most of the differences come from slower paces than planned in project implementation, meaning that some projects under-spend their budgets.  In this case, the gap can be narrowed through a more realistic planning and stronger ownership and commitment by the recipient GoA

The fastest disbursing assistance is multilateral loans, followed closely by bilateral grants. Substantially slower disbursement is achieved with bilateral loans and with multilateral grants. In both cases, this can largely be explained by the relatively slow disbursement performance of several major donors. 

The other angle is donors’ and government’s ability to record comprehensively disbursements made by donors for the government sector.  
Closing the predictability gap will require donors and government to work increasingly together on various fronts at the same time. They might work at improving:

· The realism of predictions on volume and timing of expected disbursements.

· The way donors notify their disbursements to government.

· The comprehensiveness of government’s records of disbursements made by donors. 

A better rate of ODA disbursement can be reached though further investments in capacity and institutional development, improved public finance management, improved costing of action plans, improved planning and prioritisation.

The very rapid pace of reform and growth in Albania means that there are major challenges in managing investments in many parts of government. These challenges are directly addressed by the government’s approach to public administration reform and by the strong emphasis on capacity building placed by government and donors. 

	Indicator 8:
Aid is increasingly untied
	( What efforts are being made by donors at country level to untie aid?

There are increased efforts by the donors to untie aid. The financing of IPS through a Multi-donor TF is a good example. Many World Bank financed projects have also good examples of untied co-financing by the donors.

Some donors, e.g. European Commission have opened tender procedures to the Albanian companies and procurement is no longer limited only to the EU companies but also Albanian companies can also apply and can be procured along the EU companies.  

	Indicator 9:
Use of common arrangements or procedures
	( Please describe what use is currently being made of PBAs (i.e. approaches that meet all 4 criteria set out in the survey Definitions and Guidance). ( What are the challenges in channelling a greater proportion of aid in support of PBAs?
The survey results show that a total of USD 13 million is disbursed as direct budget support provided in support of PBAs.  

Also donors have been disbursing USD 17.6 million as assistance provided in support of PBAs.  This means that USD 41 million out of USD 285 million (or almost 15% of the total ODA is being provided as support tp different PBAs.  This is an improvement from the level of 4% resulted from the 2005 Survey, but still very far from the 66% target that needs to be reached in 2010.  Some efforts have been made by the GoA and  donors to make use of PBAs. Below are some examples of SWAPs and PBAs currently being used or planned to be used in Albania:
· One example of an existing PBA/SWAp in Albania is within the education sector (under implementation since June 2006) funded by WB, EIB, and CEB. The SWAp is established within the framework of the Education Excellence and Equity Project, which is the instrument for the application of the national strategy. Any future plans to support the sector beyond the end of the current arrangements are encouraged to use a similar format, which is efficient for the national education authorities.  The education SWAp can serve as a model that other sectors can follow. 
· Another example is the IPS Trust Fund managed by the World Bank and with participation of UK, Austria, the EC, Italy, the Netherlands, Sweden, and Switzerland, which relies on existing government structures for implementation.

· European Commission has provided direct budget support since 2005 (under the macro-financial assistance to Albania in the amount of USD 35 million.
· The Millennium Challenge Albania Threshold Agreement, implemented by US Government, is another example of donor efforts in support of PBAs.  It is under implementation since the end of year 2006.  
· Italian Governement is currently using direct budget support to support the ongoing project “Realization of telematic network among Albanian universities”, but no disbursements have been made in 2007.

· The proposals to create a rolling Trust Fund for the donor support to INSTAT could provide a pilot for a transitional solution toward PBAs. The increased role of clear MTBP multi-year programming will also help to facilitate transition to programme approaches. 
In particular, the government is working to strengthen the role of Sector Working Groups (SWGs). 17 SWGs were established in 2003 and these have been coordinated, until recently, by the DTS.  Increased leadership from line ministries in sector working groups is needed in order to facilitate the increased use of PBA/SWAp. The consultation of sector and crosscutting strategies is serving as an entry point in this respect. The structure of the working groups is being reviewed with the purpose of increasing the role of government representatives. In order to facilitate this process, donors are nominating ‘focal point/lead donors’ for each sector. SWGs will take on greater responsibilities as coordinators for loosely connected PBA/SWAps, which provide general coordination of activities, without requiring the full financial integration of a formal SWAp. This could require all component projects to report to a standard schedule, providing financial disbursement figures and, where appropriate, include monitoring indicators. 
Priority actions for 2008 to make progress against 2010 targets: Sector level working groups revitalised and formalised under government leadership as a basis for further development of PBA/SWAp. Donor ‘focal points’ nominated for each sector will assist the GoA to take lead of donor coordination at sector level.
Donors need to use their participation in SWG discussions to promote moves towards PBA/SWAps.

Donors are requested to dedicate resources during programming to ensuring that all options are explored for transitional solutions that pilot moves towards programme based approaches
The education SWAp can serve as a model that other sectors can follow.  Donors are encouraged to use a similar format.  

	Indicator 10a: 
Joint missions
	( Please describe what efforts are being made to rationalise and improve co-ordination of donor missions?

A total of 290 donor missions were conducted by donors in 2007, with 122 of these missions being co-ordinated, which means that 42 per cent of the donor missions have been performed jointly. World Bank has performed 91% joint missions (81 coordinated missions out a total of 89), followed by the UN with 50% joint missions (34 out of a total of 67) and then by Switzerland with 30% (3 out of a toal of 10 missions) and Germany with 20% (3 out of 15).  The rest of the donors fall within the interval [0 to 15] with 0 to 15 percent of their missions being co-ordinated.

There is a constant effort to coordinate with other donors during the different stages of the peoject cycle management.  In particular, the Donor Technical Secretariat, the Development Counsellors meetings, and the Heads of Agencies Meetings are important attempts for coordination, although not specifically directed to concrete activities, like donor missions. Donors are making an effort to conduct more joint missions. Good examples to follow are SWAp in Education Sector and IPS Multi-Donor Trust Fund where all the donors will use the same missions for review and evaluation. SPEM 3 has been using also common missions for all three donors (Sweden, DfID and Netherlands) and with quite good results. Other examples are involvement of representatives from other donors in the mission, sharing of mission reports, joint training events and workshops. 
It is to be expected that the enhanced coordination among UN agencies through the Delivering as One Initiative will cause a further increase in co-ordinated donor missions over the coming years.  

Donors are also using the Donor Dialogue newsletter (a joint newsletter of the DTS and DSDC) to note upcoming events and directly contact key partners as to joint missions.  

The establishment of the IPS Calendar by the GoA (DSDC in cooperation with MoF and MoI), which includes a calendar of the events related to the external assistance, tracking the main events for each donor, is helping to deliver progress in this direction.

Donors are encouraged to increase the use of joint donor missions.  

	Indicator 10b: Joint country analytic work
	( Please describe what mechanisms are available to rationalise and co-ordinate country analytic work, either by theme, sector, or other?
Compared to the results of the 2005 survey, donors are conducting more joint analysis. A total of 70 analytical work have been performed by donors in 2007, with 31 (or 45%) of these works being co-ordinated,   UK/DfID has been performing 75%  (3 out of 4) of its analytical work jointly with other donors or with significant involvement of the GoA.  It is followed by UN which has been conducting a large number analyses (27) most of which 21 (or 71%) performed jointly, mainly with other UN Agencies or with participation of the government. Two other donors World Bank and Switzerland have been  performing 33% of their analytical work jointly (1 out of a total 3 CAWs).  
This is an improvement from the 24% level that Albania showed at the baseline survey in 2005. But still a lot needs to be done to reach the 2010 target of 60%.
As the IPS progresses, the Government might wish to undertake a more comprehensive assessment and periodic review of the alignment and contribution of the various bilateral and multilateral partners to Albania’s national goals.  This exercise is already taking place in the education sector through the Education SWAp and could be started in other sectors.

Public Expenditure and Institutional Review performed in 2006 has been again a joint effort between the GoA, the World Bank and DFID.
On the other hand, donors are aiming at deepening further the partnership with the GoA by early and proactive collaboration with more emphasis given to involving the GoA in joint decisions regarding the dual authorship of analytical products.  

Priority actions for 2008 to make progress against 2010 targets: 

Donors are encouraged – with government leadership - to increase the use of joint country analytical work, joint evaluations, and possible development of joint country assistance strategies.

	Indicator 11: Results-oriented frameworks
	( Are there transparent and monitorable performance assessment frameworks in use in your country? In which areas? (country level, sector level etc.) ( Is there an operational strategy for improving statistical capacity and/or administrative reporting on results in your country? And how is it implemented? ( How does information on performance feed back into decision-making at national or sectoral levels in your country? And by which mechanisms.
Development partners are increasingly focused on strengthening the Government’s overall capacity to manage for results.  Support for the IPS is the cornerstone of this effort. While further progress is needed, the NSDI 2007 – 2013 includes clear high level indicators for sectors, and the SAA reporting systems offers a regular performance monitoring and reporting system. Progress has been made in developing a report on monitoring the NSDI 2007 – 2013. 
· The NSDI Annual Progress Report presents progress achieved against 40 high-level indicators.  Most of this information is collected through INSTAT or special surveys and only requires a modest amount of ministry input. It is prepared in mid-year and approved in September.

· INSTAT continues to receive training from different donors. Taking into account the requirements of the SAA and the statistical acquis, a five-year statistical programme 2007 – 2011 has been approved by the Parliament. It establishes the short- and medium-term priorities in the statistical field and, for the first time, includes monitoring of its implementation.  Most major statistical classifications are in place and comply with EU standards. The Law on Official Statistics complies with European standards. A strategic operational plan, including budgetary provisions, has been adopted for the national statistical institute (INSTAT). Progress has been made in the field of statistical infrastructure. 
· The Civil Registration Office is in the process of computerising the existing paper-based information on civil status. The population census is scheduled for 2011 and it will make possible to establish a census based population register and IPA 2007 will be supporting the agriculture census.
· An IPS Monitoring and Reporting is being drafted by the DSDC. The overall aim of this document is to have a single monitoring system that captures the information needed by all those who have a duty to monitor performance. These include: the Office of the Prime Minister (which in turn includes: the DSDC and the Legal and Coordination Department (LCD); the MoF; and the Ministry of European Integration (MoEI). The purposes of monitoring are to: Show whether performance is proceeding according to plan; contribute towards a transparent system of accountability for the use of public funds; and provide information that can be used to improve the system of budget planning and execution.  
· As mentioned under Indicator 3, the DSDC is leading the design and development of the Integrated Planning System Information System (IPSIS) and the External Assistance Management Information System (EAMIS). These two information systems will support DSDC multi-faceted mandate for strategic planning, policy analysis, monitoring, evaluation and donor coordination.
Strengthening managing for results means improving the use of information in decision-making and steering country-led development processes toward clearly defined goals.
· The NSDI has been through an extensive public consultation process, including a set of carefully structured working and advisory groups including donors and civil society organisation. 25 out of 29 strategies were consulted with the donor community. Each strategy was submitted to the respective parliamentary commission. Five national roundtables were organised: Three of them were public consultations on thematic themes: Integration to EU and NATO, Socio-Economic Development, and Rule of Law; one with donor community and one with the civil society. Four regional workshops also took place in different towns.  These workshops had wide participation from local government representatives, local civil society, specialists, students and academics. Several TV debates ‘Challenges and strategies’ were broadcasted on the publc television station in the period October-December 2007 and discussed sector and crosscutting strategies and the NSDI strategic priorities.  About 700 people were invited to these events. These consultation structures demonstrate the commitment to continuity and sustainability. The comments have improved the document significantly.  The media covered all events.  After completing the consultation process, the final NSDI draft, was sent for further discussions in the parliamentary commissions, in order to strengthen its all inclusive and national dimension.

· All sector and crosscutting strategies were prepared by involving working and advisory groups with participation of donors and civil society organisations. Before their approval, line ministries have sent them to the relevant parliamentary commissions for information and debate. 
· In 2007, according to the IPS Implementation Plan, the DSDC prepared for the first time the Ministry Integrated Plans (MIP), whose aim is to present in a short document the main commitments of each Ministry for the current year, as reflected in the MTBP, along with the allocations received through by the state budget. All MIP were available on the website of the DSDC and 350 copies were published for each LM. The preparations of Ministry Integrated Plans (MIP) for 2008 are in process. The same procedures will be followed in order to make them available to the broad public.

Priority actions for 2008 to make progress against 2010 targets: Monitoring and evaluation should not remain to the reporting level, but rather be used for improvement of these processes. Monitoring and evaluation should play the main role for evaluating the existing donor projects and recommending the up coming interventions.  The integrated planning system (IPS) is a good example since it will produce a single, annual published plan and corresponding set of results for each ministry and for the donors.

Line Ministries should include plans for building sector results and M&E capacity especially at local levels and to specify the division of responsibility for delivering on the objectives between the central and local Government in the new sector strategies currently being prepared.  These needs could be addressed, in part, by the technical assistance that the line ministries will receive under the Integrated Planning System (IPS).

	Indicator 12: Mutual assessment of progress
	( If a mutual assessment of progress HAS been conducted in your country, what are the key features of this mutual assessment? (Annual reporting, periodic independent evaluation etc.? At national, sector, budget support and/or others levels? Who is involved? ( If a mutual assessment of progress HAS NOT been conducted in your country, what actions would be needed to initiate such a mutual assessment?

Priority actions for 2008 to make progress against 2010 targets: Develop a Harmonisation Action Plan. Donors are encouraged to jointly support evaluations of external assistance – with government leadership.
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