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1. Country and Sector Background

Macro-economic Developments: Albania's economy has experienced a series

of upward and downward fluctuations since the early 1990's. The country

underwent a severe social and economic crisis during 1990-92 that led to a

sharp fall in output, a rise in inflation, and a significant increase in

unemployment. Faced with the deteriorating economic situation, the

country launched a vigorous program of stabilization and structural

reforms in the following three years. The stabilization policies allowed

the country to reduce macroeconomic imbalances and to bring down the rate

of inflation. The associated structural reforms focused on the

privatization of all shops, small enterprises, and agricultural land, the

abolition of almost all price controls, the establishment of a new legal

framework for private ownership, and the liberalization of the trade and

payments regime. However, Albania then fell into near anarchy in early

1997, triggered by the collapse of the pyramid scheme that had absorbed a

large portion of the financial assets of the population. The related

civil disorder led to severe disruptions in economic and social

activities. Output disruptions were extensive, especially in construction

and industry. Trade slowed down considerably and foreign aid and

remittances (which were the major source of foreign exchange) dropped

sharply. To stabilize the economy, the Government embarked on a recovery

program during the post-1997 crisis period, focusing on urgent

macroeconomic and structural reform issues. Implementation of these

measures was highly successful and was the key to Albania's rapid recovery

from the crisis. The 1998 economic recovery was interrupted by civil
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disturbances in September. The conflict between opposing political

parties culminated in civil unrest and subsequently in a change of

government in September 1998. The new Government quickly restored

stability and achieved considerable progress in implementing stabilization

and structural reform measures.By the beginning of 1999, macroeconomic

stability had been restored and the structural reform program was

progressing well, but the conflict in Kosovo and the massive influx of

refugees created a new crisis for the Government. The dislocation caused

by the Kosovo crisis inflicted enormous costs on the Albanian economy and

created an immediate threat to the Government and the structural reform

program, as well as to the internal stability of Albania. However, the

Government, with the help of donor community, managed this crisis

successfully and with the repatriation of refugees it focused on other

serious development problems.Despite the pressures resulting from the

Kosovo crisis, the overall macroeconomic performance has remained

favorable. Inflation has fallen to nearly zero percent in recent months.

The exchange rate has remained relatively stable and foreign exchange

reserves have been maintained at around four months of imports. Economic

recovery has continued with output growth estimated at about 8 percent in

1999. Other macroeconomic variables have also remained favorable despite

the recent change in the Government. Preliminary data for the first half

of 2000 indicate that the strong macroeconomic performance is continuing.

The domestically-financed fiscal deficit is expected to decline from 5.5

percent of GDP in 1999 to a projected 5.0 percent in 2000. The current

account deficit is expected to remain unchanged at about 8 percent of

GDP.Poverty and Social Impact of Transition: The recent repeated

catastrophic shocks -- a consequence of political strife and deep social

unrest -- have created major economic and social problems in the country.

Because of these shocks, many Albanians have realized a loss of income and

earning opportunities, and have incurred major risks to their personal

well-being and safety. Increasing poverty, which is concentrated in the

rural areas and north of the country, is a result of the inability of

individuals, households or communities to adequately protect themselves,

formally or informally, against the outcome of these catastrophic shocks,

or even against the more mundane income risks faced over their lifetime.

A poverty profile based on 1996 data showed that some 30 percent of the

rural and some 15 percent of the urban population are poor, with many

others vulnerable to poverty due to their incomes being close to the

poverty threshold (LSMS to update the findings of the 1996 data is under

preparation and will be implemented in 2001, a qualitative poverty

assessment is currently underway, with the results expected in January

2001). Young people, less educated people, and families with many

children, are particularly at risk of poverty. Recent sociological

studies (e.g. Albania: Filling Vulnerability Gap, by Gloria LaCava and

Rafaella Nanetti, WB 1999) also point to insufficient cohesion of Albanian

society, lack of social capital, and social exclusion of the vulnerable as

particular problems. The Vulnerability Needs and Institutional

Capabilities Assessment (VNICA, by Elena Galliano, 2000) -- a study

carried out in preparation of the SSD project, which included a legal

review, institutional assessment and needs assessment in four regions of

Albania (see annex 13 for summary of findings and recommendations) --
confirmed the new problems the vulnerable population groups faced in

recent years, such as isolation, negative public perception and ostracism

within their own communities, insufficient information about their rights

and a sense of shame, lack of dignity/self-worth etc. These, coupled with
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the lack of accessible services and poor coverage (especially in rural

areas), security, transportation and other issues further exacerbated

problems. Political and economic developments have also increased risks

related to high levels of migration, such as the problems of single

elderly in rural areas, households headed by women, the increasing number

of children left without parental care, the increase in urban poverty, and

others. In addition to these risks, households in Albania also face

various lifetime risks that reduce income and lower household welfare.

Some of these risks include loss of income because of unemployment,

uncertainty of earnings from informal, seasonal jobs, risk of low income

in old age, loss or reduction in income due to disability, loss of main

earner, sickness, or accidents. Growth and Poverty Reduction Strategy

(GPRS): To address the issues mentioned above, the Government with the

Bank's assistance is preparing a Growth and Poverty Reduction Strategy

targeted for completion in mid-2001. The GPRS (the Government's title for

the Poverty Reduction Strategy Paper) will take a cross-sectoral view of

the key development issues and priorities facing Albania, based on

improved public expenditure management and utilizing a comprehensive

participatory approach. The primary sectors to be covered in the first

GPRS include health, education, social protection, rural, and transport.

Some of the GPRS-related cross cutting issues include: a) high levels of

poverty as the starting point, coupled with high expectations that living

standards will improve quickly; b) reduced access to social services,

especially to the poorest; c) inefficient utilization of available

resources, whether for recurrent or investment costs; d) fiscally

unsustainable sectoral policies; e) low quality of service delivery

(primary health facilities w/o stethoscopes, schools with few textbooks);

f) poorly managed decentralization of administrative and financing

responsibilities; g) large information gaps, as well as gaps in knowledge

needed to evaluate policy-relevant information; h) poorly motivated civil

service, with our counterparts expressing concerns about corruption at all

levels; i) major population movements within and outside of the country;

j) unusually heavy reliance on external aid; k) infrastructure, energy

problems (electricity outages, lack of management of hospital waste,

unclean water, poor roads). Social Protection Sector-Related Issues: The

Government of Albania is firmly committed to carrying out market reforms,

and as part of its comprehensive reform program has also expanded and

changed drastically its public social protection system since the

political changes of 1991. It has reformed the social insurance system

including old-age, disability and survivor's pensions, introduced more

open labor market policies, and introduced targeted poverty benefit in

cash (ndihme ekonomike). Some capacity to implement social protection

policies has been built (during the civil unrest in 1997, when most of the

country came to a halt, social insurance benefits continued to be paid

regularly). Accordingly, significant public resources are allocated to

finance social protection policies: 6.5 percent of GDP was spent on social

insurance and social assistance in cash programs in 1998. The system has

played an important role in cushioning the most difficult years of

economic transition. These changes notwithstanding, institutional

development and improvements in governance capacity have generally lagged

behind improvements in economic performance. Recent economic and sector

work findings indicate that the social protection system in Albania faces

several key challenges, inter alia: (i) it is not consistent with

Albania's level of income, and is inefficient and difficult to sustain;

(ii) the efficiency and effectiveness of the social assistance programs
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targeting needs to be improved (program data show that only one-third of

beneficiaries classify as poor and two-thirds of current recipients have

been receiving assistance continuously since the program was introduced in

1993); (iii) social care services and local safety nets programs are

undeveloped and uncoordinated; (iv) capacity to design, coordinate,

administer, monitor and evaluate social protection programs is weak; (v)

functional and organizational capacity at all levels of the Government

that are responsible for social protection policy implementation is

underdeveloped; and (vi) human resources involved in social protection

policy design and implementation need significant strengthening and

development. Moreover, the large demographic and social changes arising

from recent shocks have presented overwhelmingly difficult challenges to

the current weak system of public social care services, including: (i)

gaps in institutional framework and policies to address the population's

new needs for social services and absence of standards and guidelines for

care; (ii) limited capacity of the Ministry of Labor and Social Affairs

(MOLSA) to develop and monitor policy; (iii) limited capacity of the

General Administration of Social Services to regulate and administer

social care service provision; (iv) poor quality of the limited

institutional care (the only form of the publicly provided social care

services -- although it is a positive sign that compared to other ECA

countries Albania has limited number of institutions); (v) uncoordinated

and uncontrolled NGO (local and international)-provided services

mushrooming all over the country, presenting challenges to the GASS

capacity to coordinate and monitor the quality of provided services; (vi)

limited population coverage by existing services and the need to reach

larger number of those in need; and (vii) limited trust of the population

in public institutions, which aside from their weakness, also lack

mechanisms to ensure participation of the population in decision making;

and are often not transparent and accountable. In the absence of a strong

public system, the traditional family-based informal safety net has become

the primary coping mechanism in Albania. While this system may work well

for socially integrated groups with large extended families and strong

community ties, it often excludes less-protected and marginalized groups,

such as single-parent families with women as the head of household,

destitute children, abandoned elderly, unemployed youth and poor new

migrants in urban/peri-urban areas. Since 1991, the World Bank has

provided significant support and assistance to the Government's efforts to

reform its social protection system. Two projects, the Social Safety Net

Project and Labor Market Development Project have assisted the Government

in reforming social insurance, and introducing targeted poverty benefit,

employment services and active labor market policies, as well as

developing institutional capacity to administer social protection

policies. Strengthening fiscal sustainability of the public pensions by

ceasing to accumulate unfunded liabilities for the self-employed in

agriculture, as well as launching and drafting public pension reform

strategy have been identified as one of the components of the Albania

SAC. The public pension system's affordability and sustainability and the

need to reform the system was one of the key themes of the 1998 Country

Economic Memorandum. In the framework of the ongoing GPRS and MTEF work,

the MOLSA has formed a working group which has carried out analyses and

identified current weaknesses of the social protection system and

identified some priority actions for 2001-03 in each social protection

sub-sector, including labor market and employment, social insurance,

social assistance and social care services. The issues in each sub-sector
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are complex and the Government, realizing a need for a comprehensive

long-term strategy, has asked the Bank for the assistance in developing

it. Overall, the Bank will pursue support for comprehensive reforms of

the social insurance and cash social assistance policy frameworks under

the proposed Social Protection Adjustment Credit (P069935), and will use

that operation to improve targeting, fiscal sustainability, and coverage

issues. The proposed Social Services Delivery Project will assist the

Government to formulate policies and a related implementation framework to

address the financing, quality and delivery specifically of social care

services. Care will be taken by the SSDP and SPAC teams to ensure that

the policy dialogue covering both cash and non-cash assistance is

well-coordinated.

2. Objectives

The project development objective is to improve standards of living of

poor and vulnerable population groups in Albania by: (i) increasing their

access to well targeted and effective social care services; and (ii)

assisting the Government to develop, monitor and evaluate more effective

social care policy and improve capacity for planning, managing and

delivering social care services with increased involvement of local

governments, communities and civil society.

3. Rationale for Bank's Involvement

The Bank has gained a strong comparative advantage through its ongoing and

completed projects in Albania, such as the Social Safety Net Development

Project, Labor Market Development Project, Albania Development Fund, Land

Development Project and Irrigation Projects in the social protection and

social development area. Through its assistance to the Government in

preparation of the GPRS and the MTEF process the Bank increasingly becomes

a umbrella agency for donor mobilization. In addition, the Bank is

involved in a policy and social protection strategy dialogue with the

MOLSA and GASS and in particular on social services and social insurance

issues. Further, the Bank has gained considerable experience and

expertise in design and supervision of different operations using

demand-driven financing mechanism through social funds and other

community-based projects under preparation or supervision in Armenia (SIF

I and II), Azerbaijan, Bosnia, Bulgaria, Georgia, Kosovo, Lithuania,

Moldova, Romania, Tajikistan, Ukraine and Uzbekistan. Based on this

experience, and the Bank's experience with social protection in other low

income countries in the region, the Bank is well-placed to provide

assistance to the Government of Albania.

4. Description

The proposed project will provide funding and carry out activities under

four main components briefly described below.Component 1: Policy
Development and Capacity Building: US$ 2.4 millionThis component will aim

to develop the organizational, human and material resources in the

Government to design, implement, monitor and evaluate social policy. It

will have three sub-components: Sub-component 1: Poverty Monitoring and

Evaluation -- US $ 1.5 millionWill assist the National Statistical Agency
(INSTAT) to develop and introduce a new, permanent Household Budget Survey

drawing on the forthcoming 2001 national census for the sample frame.

Sub-component 2: Social Services Policy Development -- US $0.7 millionThis

component will support the technical assistance to the MOLSA to: a)

strengthening its policy formulation capacity; b) further develop
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legislative and institutional framework for social care services; c)

develop the capacity for policy monitoring and evaluation; d) design and

implement a national public awareness campaign on social exclusion

problems, including public outreach at the national level (via television

and radio advertisements and development of special programming) and the

local level (including development of community outreach programs); and e)

design and implement a framework for donor participation and coordination

of financing of social services implementation. Sub-component 3: Pension
Policy Modeling -- US $0.2 millionWill support the Government and line

agencies (especially the Social Insurance Institute) to utilize their

current pension policy modeling tools more effectively to assess the

fiscal and social impacts of the current system and of possible reform

options through the provision of needed technical assistance and training.

The SII will be provided training and TA for using the Pension Reform

Option Simulation Toolkit (PROST). Component 2: Social Services
Administration Capacity Building: US$ 2.0 millionThis component will

include three sub-components: Sub-component 1: General Administration of

Social Services -- US $0.7 millionWill finance training and technical

assistance, both formal (classes, seminars, fieldwork) and informal

(workshops, conferences), to improve the central GASS's capacity to

regulate and administer community-based social services policies, with

particular focus on building the capacity to develop standards,

guidelines, methodologies, policy implementation monitoring mechanisms,

public outreach, quality control mechanisms and criteria, planning and

budgeting. The regional GASS offices will be assisted in developing their

business plans and strengthening their capacity for social services

administration and outreach to the community regarding vulnerability

issues. Sub-component 2: Local Government Capacity Building -- US $0.7

millionWill finance training and technical assistance for participating

local governments (bashki and communes) in order to strengthen their

capacity in monitoring, evaluating, publicizing, and administering social

service delivery and implementing community-based social services

projects. Sub-component 3: Strengthening Capacity for Social Work Training

-- US $0.6 millionTraining, technical assistance and consulting services

will be financed under this sub-component to support development of

capacities for social work training. Component 3: Community-Based Social

Services: US$ 9.1 million Sub-Component 1: Fund for Community-Based Social

Services -- US $8.4 millionThis component will aim to: a) improve the

quantity and quality of community-based social services; b) promote new

forms and initiatives in community-based social services, including

awareness, prevention and early detection programs among social workers,

teachers, and others; c) increase involvement of beneficiaries in design

and implementation of community-based social services; d) increase

involvement of civil society (NGOs and CBOs) in service delivery programs;

e) improve partnerships between local government, civil society and

community; and f) increase community awareness and improved social

cohesion in participating communities. Under this component grants will be

provided to the implementing agencies (e.g. local governments,

community-based organizations etc.) for establishing community-based

social services for targeted population groups based on the clearly

defined criteria. The criteria and guidelines for the implementation of

this component are summarized in the Operational Manual approved by the

project Steering Committee (please see Annex 11 for summary of eligibility

criteria and Annex 12 for sub-project cycle). The strategy for the

implementation of this component is to carry it out in two phases: (i)
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phase one (years 1-3) will be implemented in the regions identified for

the pilot project (Tirana, Vlora, Durres and Shkodra). In parallel

activities under Component 1 and 2 will be implemented to help develop

policies, organizational structures, capacities, standards, guidelines,

instructions, provider licensing and monitoring procedures that will

inform and assist the implementation of this component. By the end of the

second year a de-centralization action plan adopted by the Government will

be also implemented. By the end of the third year a national replication

plan (covering, standards and guidelines, financing mechanism and

sustainability ) will be developed and will be condition for scaling-up
these activities to the rest of the country. At the end of the first phase

the results of project implementation in the 4 regions will be evaluated,

and if successful this component will evolve to its (ii) phase two (years

4-6) expanding activities to eight more regions covering the whole

country.Sub-component 2: Social Service Provider Capacity Building -- US

$0.7 million Under which a training and technical assistance to improve

the skills of staff in public and private community-based social services

(NGOs, CBOs and others) focusing on social work, case management etc. will

be financed. Component 4: Project Management, Information System and

Monitoring: US$1.5 millionThis component will aim to ensure an efficient

and effective implementation of project activities.

Component 1: Policy Development and Capacity Building

Sub-component 1: Poverty Monitoring

Sub-component 2: Social Services Policy Development

Sub-component 3: Pension Policy Modeling

Component 2: Social Services Administration Capacity Building

Sub-component 1: General Administration of Social Services

Sub-component 2: Local Government Capacity Building

Sub-component 3: Strengthening Capacity for Social Work Training

Sub-component 1: Fund for Community-based Social Services

Sub-component 2: Social Services Provider Capacity Building

Component 4: Project Management, Information System and Monitoring

5. Financing

Total ( US$m)
Total Project Cost 15

6. Implementation

Institutional Arrangements: The proposed project will be implemented over

a period of six years (September 2001 - September 2007). The General

Administration of Social Services -- a semi-autonomous agency within the

Ministry of Labor and Social Affairs -- will be in charge of project

implementation. The project implementation will be coordinated by the

Project Coordination Unit (PCU) established in the GASS. The PCU will

carry out the project activities based on the rules and procedures clearly

defined in the Project Implementation Plan and project Operational and

Finance and Administration manuals. The key institutions involved in the

project and their respective roles and responsibilities are described

below:(i) Steering Committee (SC): chaired by the Chief of Cabinet of

MOLSA (on behalf of the Minister) with ten voting members representing

government (including representatives from MOLSA, the GASS, Ministry of

Finance, Ministry of Public Order, Ministry of Justice, and local

government), academe (University of Tirana), non-government organizations

(including representatives from the Soros Foundation, UNICEF, national and
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international NGOs, and civil society), and bilateral donors (DFID,

Government of Italy) has been established to oversee project preparation.

During the project preparation its duties include: (i) advise on in

policy, legal and institutional framework for project preparation; (ii)

approve resource allocation criteria and mechanism (targeting matrix);

(iii) advise on the selection of priority interventions, approve criteria

for identification of poor and vulnerable groups to be targeted by project

activities; (iv) review, provide comments and approve project Operational

Manual and other documents which define the implementation procedures for

the SSD project; (v) review progress of pilot project implementation and

discuss the implications and provide concrete recommendations for the

design of the main project; and (vi) advise on the organization and

participate in preparation activities for the SSDP, such as public

awareness and information dissemination campaigns, stakeholders workshops

etc. The duties and responsibilities of the SC will be further reviewed

during the project appraisal to suit the main project needs. In general,

the SC, given its broad representation, will function as an oversight

committee, aimed at requesting adequate accountability for project

activities and reinforcing the internal control mechanisms. (ii) Ministry

of Labor and Social Affairs (MOLSA): will be mainly in charge of

implementation of the policy development component, in particular its

Chief of Cabinet and the General Directory of Coordination and

Development. The MOLSA has established a working group for the project

preparation and a coordinator for this component will be appointed within

the MOLSA at appraisal. (iii) General Administration of Social Services

(GASS): the role of the central and regional GASS in project

implementation will be further discussed and agreed at the project

appraisal. The GASS has played a crucial role in project design,

selection of pilot sites, bid evaluation committee and ensuring that the

lessons learnt from pilot sub-projects are reflected in the country's

overall social services policies. The general director of the GASS has

been appointed as overall project coordinator and the project coordination

unit is housed in the GASS.(iv) Project Coordination Unit (PCU): the PCU

will be responsible for procurement, disbursement, logistics, and all

other aspects of project implementation. The PCU is staffed with six

full-time local employees (project manager, accountant, procurement

officer, project evaluation specialist, monitoring and MIS specialist and

office support/driver) who have been competitively recruited by a

recruitment commission, established by Minister's decree and comprising a

MOLSA representative, and NGO representative, and an expert in the social

field. A full time international resident technical advisor is placed in

the GASS/PCU to assist with project preparation and implementation.(v)

Local Government: the local governments (i.e. "bashkia" in urban and

"commune" in rural areas) will be crucial implementation partners in this

project. The proposals for the development of social services

(sub-projects) will come from local governments, who by law are

responsible for delivering social care services to the population in need.

They will take responsibility for the assessment of needs, consultation

with population and beneficiaries, preparation of proposals, entering into

grant agreements, sub-project implementation in transparent and

accountable manner, including procurement and disbursement, contributing

to sub-project operation and sustainability, planning and budgeting,

fundraising. They will ensure that core social service standards are

followed in each facility, monitor project progress and maintain working

relationships with the communities and clients, raise public awareness
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about available social services, and contribute to social services policy

formulation. They will be provided training to ensure the smooth and

efficient sub-project implementation.(vi) Implementing Agency (IA): is a

local organization (NGO, CBO) which will manage sub-projects in those

cases when local government has no capacity to oversee service delivery.

The responsibilities of the IAs will be similar to those of local

government described above. The IA will also be responsible for ensuring

adequate operation and sustainability of services. Where the IA is

appointed, a clear specifications of the responsibilities vis a vis the

local government will be agreed. (vii) Social Service Provider: the

organization, NGO, or other service provider contracted by the local

government or IA to undertake delivery of social services. In some cases,

the social service provider may be the same entity as the IA; i.e., social

service providers may themselves initiate project proposals.

Implementation Arrangements:The following project implementation

arrangements have been made:(i) Project Implementation Plan: The PCU, in

collaboration with the Steering Committee and General Administration of

Social Services, will finalize the preparation of the Project

Implementation Plan (PIP -- refer to the Annex 14 for the outline) which

will include a project implementation schedule, detailed project cost

tables, training and capacity building plan, and a project Operational

Manual (OM) and Finance and Administration Manual (FAM). The draft OM

summarizing the procedure and criteria for grant approval, project impact

monitoring and evaluation arrangements has been prepared during the

project preparation and will further benefit from lessons learned during

the pilot phase. The OM will clearly specify processes, procedures, roles

and responsibilities for project implementation, and will offer best

practices on project transparency and accountability. The OM will be

approved by the Steering Committee, and will be part of the package of

documents negotiated with World Bank. (ii) Disbursement: To facilitate

the disbursement of funds the Ministry of Finance (Borrower) will

establish Special Accounts (SAs) for the IDA credit and donor co-financing

in the Bank of Albania. The PCU will then open a second level bank

account in a local commercial bank acceptable to IDA. These accounts will

be operated by the PCU under terms and conditions satisfactory to the IDA

and as outlined in the Project Implementation Agreement. Replenishment of

the SA would follow Bank procedures. The PCU will submit replenishment

applications on a monthly basis, or when about 33 percent of the initial

deposit has been utilized, whichever occurs first. A Bank statement of

the SA and a reconciliation of the SA against the Bank's records would

support the replenishment applications. The minimum amount for

application for direct payment and for special commitment would be 20

percent of the authorized allocation to the SA. The project team will

reach agreement with the Government at appraisal on whether the project is

ready for adopting the disbursement methodology based on Project

Management Reports (PMRs). Presently, the MoF has opened a SA for PHRD

grant (US$389,200) and the funding is being used to finance project

preparation activities such as establishing the PCU, international TA

etc. Another SA is established for 1 million USD grant by Italian

Government. The PCU has developed sufficient disbursement capacity

through implementation of these grants.(iii) Financial Management System:

The PCU has developed a financial management system based on a locally

developed software (Alpha-PMR). This software have been customized to the

needs of the project preparation phase and installed, in May 2000, with

the technical assistance of KPMG's local office. The PCU employs an
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accountant who takes care of all financial management and disbursement

activities of the project. Given the activity of the PCU, this setting is

adequate for the purposes of the project. The Alpha-PMR financial

management system has been adapted for the needs of PHRD Grant and it was

expected to be integrated to suit the needs of Italian Grant by the end of

December 2000. The new system will then enable the PCU accountant to

produce full quarterly Project Management Reports (PMRs) for both the PHRD

and Italian grants. In addition, the Finance and Administration Manual

(FAM) has been developed by the PCU and reviewed and approved by the Bank.

Prior to the SSDP negotiations KPMG together with the project accountant

will re-design and integrate the project financial management system

taking into consideration agreed project components and activities. (iv)

Audit: The PCU will be responsible, on behalf of the Borrower, for

providing to the Bank the project's audited financial statements within

six months of the end of every fiscal year. The accounts and financial

statements of the project will be audited by independent auditors

acceptable to the Association. The audit will be comprehensive and cover

all aspects of the project (i.e., all sources and utilization of funds,

and expenditures incurred) and it will be carried out in accordance with

International Standards of Auditing. Auditors will be appointed by the

Ministry of Finance to carry out this audit as part of an overall

agreement for the audit of the IDA-financed portfolio. The financing for

this audit will be provided by the Government of Albania. (v)

Procurement: The PCU is staffed with one Procurement Officer who has

gained some experience in Bank procurement procedures working on the pilot

project. The Procurement Officer attended a one week procurement workshop

in December 2000, which was organized and offered by the ECA Regional

Procurement Advisor of the World Bank. The procurement capacity of the

PCU will be assessed during project appraisal. It was agreed that the

Procurement Officer would be sent abroad for an intensive procurement

training during the first six months of project implementation.(vi)

Monitoring and Evaluation: The Management Information System (MIS) will

be the major tool to support the detailed monitoring of performance and

impact indicators for the project as a whole, and for each individual

sub-project. The MIS will track progress of sub-projects, disbursements,

delays and overruns, and will produce reports geared to daily management

decision-making as well as reports to the Steering Committee, GASS and

other stakeholders. A monitoring and supervision module will be developed

for relevant Government and Project Coordination Unit staff which will

outline procedures for effective monitoring and supervision using the

MIS. Staff of projects themselves will be required to submit brief

semi-annual reports on project progress. The MIS will also keep track of

training and capacity-building activities undertaken. A "social mapping"

module will be developed as a part of the MIS to enable the Government to

monitor the situation with vulnerable groups throughout the country on a

regular basis. A Geographic Information System might be considered for

development of this module. Baseline data for fours pilot districts

(Tirana, Durres, Shkodra and Vlora) has been developed by the VNICA study

which has largely informed the design of monitoring mechanism to be used.

Subsequent studies will be used for the project social impact monitoring

purposes, including: a) rapid quantitative and qualitative assessment of

vulnerable groups in the districts (needs/demand assessment); b) rapid

quantitative assessment of existing services (supply assessment); c)

annual beneficiary impact assessment (qualitative analysis). As part of

the development of standards for social service delivery in Albania and to
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increase the capacity of the providers of community-based social services

(NGOs, CBOs and other providers), manuals and guidelines for

community-based service delivery will also be prepared during the course

of project implementation. As part of the Bank monitoring, semi-annual

supervision missions and a mid-term review will be undertaken. In

addition, the project will finance a regular living standards monitoring

survey (LSMS) which will monitor the broader impact of the Government

reform program.

7. Sustainability

The issue of sustainability will be a primary focus of this project.

Ensuring adequate allocations for all priorities is a difficult issue in

general and for this project in particular as it is aiming at targeting

marginalized population groups and addressing issues that can be

characterized as "uncomfortable" in traditional Albanian society, such as

domestic violence, abuse, prostitution, disability, drug abuse etc. In

addition, there are no clear policies and a significant confusion exist

both at local and national level about what are the appropriate policies.

Finally, while there is a great number of actors involved in the social

services in Albania there are few examples of successful government or NGO

efforts which would rally public support and hence resources. Given all

these the project will devote considerable resources to ensure the

sustainability by:(i) adopting the phased implementation mode focusing in

the first two years on policy development and system building, support for

capacity building and institutional development. Benchmarks for further

development policies, guidelines and standards, national replication plan

will be agreed with the Government at the project appraisal. (ii) devoting

close attention to issues of sub-project replicability and sustainability,

particularly financing, operations and maintenance, from the earliest

design and appraisal stages. Building-in strong monitoring and evaluation

components in each sub-project, including cost-effectiveness evaluations

and cost-benefit analyses. Encouraging to keep sub-project costs low and

contracting implementation out to private groups and NGOs.(iii) building

local government ownership. The proposals coming from local governments

will be required to have developed sustainability plans, which will cover

both financial and institutional arrangements for the post-investment

period. For each sub-project a financing plan for 2-3 years will have to

accompany the project proposal. Secure financing for operations and

recurrent costs will be one of the criteria of sub-project approval. The

local governments will be asked to contribute toward project investment

cost. Performance-based grant agreements will be required to ensure proper

accountability, transparency and community involvement in sub-project

implementation and monitoring.(iv) diversifying sources of revenue,

including use of central matching grants for innovations at the local

level, determining possibilities for some kind of incentives for local

governments to put money in these areas, determining if some of the

savings from "streamlining" of the now bloated social assistance program

(NE) savings into these types of services through the matching grants. The

discussions on different options will be further advanced during the

project appraisal and agreements will be reached with the Government.(v)

encouraging fund raising activities by NGOs, civil society, natural 'lobby

groups', etc. from private sector, donors, etc. to also maximize

non-public funds.(vi) developing the public awareness strategy and

implementing strong public awareness campaigns at both local level as

sub-projects are implemented, regional and national level to educate
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people on the issues and their importance. These campaigns will deal with

preventative, mitigating, and coping measures etc.(vii) disseminating

information on success stories and having strong demonstration effect

through disseminating results of successful implementation of sub-projects

and experiences of other donors, NGOs etc. The dissemination efforts will

cover local and central authorities and civil society to show what is

feasible and possible.

8. Lessons learned from past operations in the country/sector

This project builds on the experience accumulated and lessons learned in

Albania through implementation of various IDA-financed projects since

1992. In particular the lessons learned from two recently closed social

protection projects (Labor Market and Social Safety Net Development

projects), which included the following: (i) insist on Government

co-financing early in the project in order to encourage sustainability;

(ii) keep realistic expectations regarding project impact and

institutional development; (iii) shield project coordination unit staff

from political influence whenever possible; (iv) design projects in

accordance to government institutional capacity; (v) use public

information campaigns to heighten issue awareness; (vi) local co-financing

can help ensure that projects are truly needed by communities; (vii) work

with the Government to keep staff turnover to a minimum; (viii) continuous

evaluation is key for any poverty/vulnerability alleviation program; and

(ix) adapt project management structure to the Government counterpart

structure in place, and ensure adequate coordination among implementing

agencies and agencies conducting related programs. In addition, the social

and beneficiary assessments carried out under completed and ongoing

operations such as Albania Development Fund, Irrigation Rehabilitation

Project (Women in Development Component), Urban Land Management Project

point out that successful operations focus on: (i) implementation capacity

of government, PCUs and non-governmental organizations; (ii) participation

at local level and (iii) building-in the transparency and accountability

mechanisms to address the issues of corruption and capture. The SSDP has

built upon these lessons and incorporated them into the project design

through: (i) project execution arrangements by focusing on building the

capacity of the PCU and ensuring that the proper systems and capacity for

fiduciary responsibilities are built prior to beginning of project

implementation; (ii) investing heavily in system and policy development

and building necessary institutional framework and capacity; (iii)

investing in development of adequate monitoring and evaluation systems;

and (iv) implementation arrangements by phasing the project implementation

and scaling up slowly after the adequate policy and institutional capacity

is developed.It is also anticipated that specific lessons to further

inform project design and implementation (especially the component III)

will be learned through pilot services in four selected districts (Tirana,

Durres, Shkodra and Vlora) over a period of one year (in parallel with

project preparation). The pilot sub-projects built upon the service

provided by the NGOs in four districts and are expected to help to further

define: (i) functional partnerships between GASS, local governments, NGOs

and communities; (ii) procedures and criteria for sub-project

identification, selection and approval, local government and community

participation; (iii) models to be developed for the effective and

cost-efficient delivery of social services, typology of the services, and

potential mechanisms for financial sustainability of community-based

social services; and (iv) the development of the operational manual,
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guidelines, case management tools and standard forms, management

information system, training modules etc. Also in particular interest for

this component are the lessons learned from ADF Community works project

which is using SIF mechanism to implement sub-project at the local level.

These lessons suggest the importance of: (i) identifying clear targets and

developing annual work program; (ii) establishing clear sub-project

procurement and financing procedures for each types of activities that are

consistent with both Bank and country rules and procurement supervision

and audits; (iii) clarifying to the Borrower the tax treatment regimes

under sub-projects etc. In addition, the lessons learned from 7 years of

experience of social funds in ECA region in sub-project identification,

appraisal, approval and supervision procedures and criteria, community

participation, targeting, monitoring, evaluation and MIS are being

incorporated in the design of this component of the project.Design of the

statistical and policy components of the operation draw on numerous

experiences throughout the ECA Region in developing and implementing new

household surveys through local statistical agencies, and in supporting

Government to use effective analytical techniques to evaluate policy

effectiveness.

9. Program of Targeted Intervention (PTI) Y

10. Environment Aspects (including any public consultation)

Issues : There are no major environmental issues anticipated

in this project due to the small size and rehabilitation nature of minor

civil works to be financed under sub-projects. However, in case of minor

civil works each sub-project will be individually screened and reviewed

for any negative environmental impacts, and mitigation measures will be

proposed where necessary. The sub-project appraisal documents will adapt

specific analyses of benefits, costs, and mitigation measures (please

refer to Annex 15 for agreed environmental mitigation measures)

11. Contact Point:

Task Manager

Anush Bezhanyan

The World Bank

1818 H Street, NW

Washington D.C. 20433
Telephone: (202)473 7171

Fax: (202) 473 1996

12. For information on other project related documents contact:

The InfoShop

The World Bank

1818 H Street, NW

Washington, D.C. 20433

Telephone: (202) 458-5454
Fax: (202) 522-1500

Web: http:// www.worldbank.org/infoshop

Note: This is information on an evolving project. Certain components may

not be necessarily included in the final project.

This PID was processed by the InfoShop during the week ending January 26, 2001.
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