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PPIAF Assistance in Albania 
 

PPIAF has supported the preparation of a communications plan and private sector participation strategy 
for the water sector in Albania. The communications plan was used by the government to disseminate 
information related to a management contract for the four cities of Durres, Lezha, Fier, and Sarande that 
reached financial close in 2003. In 2005 PPIAF provided support to develop a framework for private 
participation in the roads sector that subsequently led to the piloting of performance-based road 
maintenance contracts in Tirana and Kukës. 

 
Technical Assistance for Albania’s Water Sector 
 
In 2002 the government of Albania developed a comprehensive national water strategy that identified 
private sector participation as a key aspect for transforming the water sector and providing improved 
access to water for Albanian citizens. The World Bank was assisting the government in implementing its 
private sector participation strategy by supporting the structuring of a management contract for four cities 
in Albania: Durres, Lezha, Fier, and Sarande. 
  
The government was conscious that a communications strategy was necessary to support an open and 
transparent policy dialogue on its national water strategy.  
 
In May 2003 the government approached PPIAF to provide assistance to develop a communications 
strategy to support the implementation of the four cities management contract, and support capacity 
building for ministry staff responsible for communicating the government’s water sector strategy to the 
public. 
 
The activity was split into three phases: 1) analysis to understand public perception towards private sector 
participation in the water sector; 2) preparation of a functional structure for a communications office within 
the ministry; and 3) a capacity building program in communications and outreach for ministry staff. 
 
A structure for a communications office within the Ministry of Territorial Adjustment and Tourism was 
designed, which led to the establishment of a Public Relations Unit within the ministry in 2003. Media 
training was provided to the ministry spokesperson and Public Relations Unit Chief. However, a cabinet 
reshuffle in January 2004 led to a new Minister, who soon took the decision to disband the Public 
Relations Unit and appoint his own spokesperson. 
 
At the close of the activity a communications strategy was developed that drew on the public perception 
analysis and the communications plan piloted in Durres. Several workshops were held in 2003 and 2004 
to discuss and disseminate the communications strategy. The communications strategy created under 
this activity was developed in coordination with the tendering of a five-year management contract to 
manage water utilities in the four cities of Durres, Fier, Lezha, and Saranda. 
 
In August 2003 Berlinwasser International AG reached financial close on the management contract, in a 
60:40 consortium with Amiantit Group. The total cost of the project was $21.93 million, including a $15 
million credit from the International Development Association and $6.93 million from the government of 
Albania. The cost of the management contract was $4.40 million, which included a base fee and 
performance-based fee paid to the operator based on the achievement of targets defined in the contract. 
The contract required Berlinwasser to provide water supply to some 400,000 residents of the four towns. 
 
The management contract included key performance indicators for improving water supply services in the 
four cities over the term of the contract. Indicators included average available water supply per day, the 
percentage of connected consumers receiving two hours water supply per day, water quality compliance, 
collection rates, and the financial viability of water supply in the four cities. Although the operator was 
successful in improving performance across all indicators in the four cities, it was unable to meet all of the 
performance targets defined in the contract. The contract terminated in 2008 and responsibility for 
operations and maintenance of the water supply facilities reverted to the public utilities. 
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Following on from the first PPIAF assistance to the water sector in 2003, the government of Albania 
remained determined to improve water services in the country, while also reducing the financial burden of 
supporting the sector, and requested support again in 2005 to explore in more detail options for increased 
private sector participation. 
 
Key indicators highlighted that the water sector was performing unsatisfactorily. Access in the sector was 
low: 73% access to water, 43% access to sewerage, and no wastewater treatment. Water systems were 
decrepit and deteriorating, requiring massive investment. While total spending in the sector was around 
the regional average of 0.7% of gross domestic product, much of this was being used to cover 
mushrooming operating subsidies that had increased five-fold in the previous five years. As a result of the 
operating subsidies, Albania’s 54 utilities had little incentive to operate efficiently, and dependency on 
central government transfers was high. Utilities suffered from high water losses, estimated at 63%, and 
low revenues, which covered only around 50% of operations and maintenance costs.  
 
Private sector participation was seen as one solution to improve sector performance, and was a key 
element of the government’s reform program. However, it was believed that the small size of most water 
utilities in Albania and the high risk of operating these utilities would limit the scope for involvement of 
international private companies. Therefore the government approached PPIAF to examine options for 
involving local private companies in the provision of water services. In addition, the PPIAF activity was 
designed to look into ways of increasing consumer participation in the sector, and to expand on the pilot 
communications program developed under the 2003 PPIAF activity. 
 
The major component of the activity examined the possibility of involving local private companies in the 
provision of water services, as it was assumed that the small size of the utilities was a less significant 
barrier for local companies since they are used to operating in the local environment. The report found 
that local private companies displayed a strong desire to expand into the water sector, and were happy to 
take on risks that potentially were beyond their ability to manage. Most companies preferred a concession 
contract despite none of the companies having the full range of skills, experience, technical, and financial 
capacity needed to operate a water utility. Therefore, the report suggested a consortia approach to team 
up Albanian companies (that provide local knowledge) and international water companies (that have 
operating expertise). 
 
Based on this analysis, eleven candidate towns were selected for assessment as viable locations for 
private participation in water supply. Most towns preferred concession contracts, since these made the 
private operator fully responsible for managing operations and capital investments for the water utility. At 
a central government level, the Director of Water and General Director for Privatization also considered 
the concession contract to be the best model. Four towns (Sarande, Elbasan, Fier, and Shkoder) were 
chosen as most suitable for the initial implementation of the recommended private sector participation 
model. 
 
Following this analysis a private participation model was designed to meet the needs and capabilities of 
both the public and private sectors. The report recommended a form of private participation that was 
between a lease and a concession, termed a “soft finance concession.” In this model the private operator 
would take responsibility for operating and maintaining the system, as well as billing and collections, as in 
a lease contract. In addition, the operator would plan the capital works the system needs. The 
municipality’s role would be to review and approve the capital works’ plan, access “soft” finance for the 
capital works, and provide any subsidies necessary to bridge any difference between affordability for 
consumers and cost recovery for the operator. As in a concession, the operator would implement the 
approved capital expenditure plan. If not enough “soft” finance was available, the operator or other private 
investors could invest in the infrastructure, in exchange for a commercial return. 
 
The second component of the activity was designed to increase communication and transparency 
between consumers and the local water companies. This component established the structures for the 
creation of water consumer associations (WCAs) in the cities of Durres, Elbasan, Fier, Lezha, Saranda, 
and Tirana in Albania in order to: 1) promote consumer involvement in the design and implementation of 
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water supply and wastewater policies and programs; and 2) provide the consumer’s perspective on how 
water supply and services are delivered. Regarding the legal framework for WCAs, laws “On Consumer 
Protection” and “On the Organization of Local Authorities” were reviewed to ensure that WCAs were 
adequately protected and recognized. A draft model of a charter to establish a WCA was also produced. 
 
The third and final component of the activity was designed to scale up the communication activities 
initiated in the previous PPIAF activity in 2003, and was built on lessons learned from the pilot 
communications program tested in Durres. The communications strategy was disseminated through a 
nationwide media tour, TV appearances to promote dialogue and discussions about water supply and 
services, a website, and a short animated film. Training was also provided for private operator 
Berlinwasser. 
 
Since the close of this activity little progress has been made in increasing private sector participation in 
the sector. Since the termination of a concession contract in Elbasan in 2006 and the completion of the 
Kavaja and four cities management contracts in 2007 and 2008 respectively, no new contracts have been 
signed with the private sector to deliver water supply services in Albania. 
 
That said, the activity has achieved some outcomes. WCAs were created in 2007 based on the design 
outlined in the PPIAF activity. The WCAs work on behalf of the rights of Albanian water consumers to 
make sure that consumer rights are respected and protected, and played a key role in the development of 
a new contract between consumers and operators. In 2010, the Millennium Development Goals 
Achievement Fund, in collaboration with the Albanian Water Regulatory Authority and the United National 
Development Program, supported the preparation of a model service contract between consumers and 
operators to regulate the relationship in a fair and transparent way. The model service contract was 
finalized and approved by the National Commission of the Albanian Regulatory Authority on February 4, 
2011. The model contract regularizes and formalizes the relationship between consumers and operators 
by outlining the rights and responsibilities of each party, with the mutual intention of improving water 
supply in Albania. 
 
In addition, the General Directorate of Water Supply recognized the crucial importance of communications 
and included a communications function within the Directorate to take responsibility for and implement the 
communications work outlined in the communications strategy. In doing so, the Directorate wanted to 
ensure the stability and continuity of future communications actions. 
 

Results of PPIAF’s Support for Albania’s Water Sector 
 

Category Outputs 

Enabling environment reform 

Analyses/assessments prepared 

 Assessment of potential for local private sector participation in 
the water sector in Albania, 2007 

 Study on the establishment of Consumer Associations in the 
water sector in the Albanian cities Durres, Elbasan, Fier, 
Lezha, Saranda, and Tirana, 2007 

Plans/strategies prepared 

 Public communications program on municipal water and waste 
water in Albania, 2004 

 Public communications strategy for the Albanian water sector, 
2007 

Capacity and awareness building 

Workshops/seminars 
 Stakeholder workshops to discuss and disseminate the 

communications strategy for the water sector, 2003–2004 
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Category Outcomes 

Enabling environment reform 

Institutions created or 
strengthened 

 Public Relations Unit formed within the Ministry of Territorial 
Adjustment and Tourism in 2003, however this was disbanded 
in 2004 due to a change of Minister 

 The General Directorate of Water Supply added a 
communications function within the Directorate to implement 
the communications strategy outlined, 2007 

 Water consumer associations were established following the 
close of the PPIAF activity, tasked with working on behalf of 
consumers to ensure that consumer rights are respected by 
operators, 2007 

Policies adopted, legislation 
passed/amended, or regulations 
issued/revised 

 Model service contract to improve the relationship between 
consumers and operators approved February 2011 

Plans/strategies adopted 

 Public communications program on municipal water and waste 
water in Albania adopted, 2004 

 Public communications strategy for the Albanian water sector 
adopted, 2007 

Project cycle-related assistance 

Transactions facilitated 
 Five-year management contract for the four cities of Durres, 

Fier, Lezha, and Saranda signed in 2003 

 
 

Technical Assistance for Albania’s Roads Sector 
  
Albania’s transport sector changed radically following the structural changes in the Albanian economy 
post-1991. Albania made significant progress in privatizing and deregulating transport operations, 
including the privatization of inter-city road freight and passenger transport. A Port Law was passed in 
1993, which transformed Durres Port into a quasi-landlord port; and two private airlines were created. As 
a next step, the government was interested in increasing private participation in the roads sector, for 
maintenance and new investments. 
 
In 2005 Albania’s road infrastructure was inadequate, about 63% of the national road network was in poor 
condition, and the sector was in need of major investment. However, given the huge investment needs, 
the government realized that it could not achieve the targets laid out in its National Transport Plan using 
only government and/or donor funds. The government was therefore interested in exploring private 
participation options to support its road infrastructure development goals. Previously, in 2003, the 
government had approved the construction of a toll road linking Tirana and Rrogozhine, which would 
have been the country’s first toll road, but the project failed to materialize. Consequently, in 2005 the 
government requested PPIAF support to provide a roadmap for private participation in the road sector, 
identifying obstacles to public-private partnerships (PPPs) and recommendations to increase private 
sector interest in the road sector. 
 
The framework report prepared under PPIAF funds was compiled within the context of huge investment 
needs in the roads sector in Albania. In assessing available PPP structures, the report assessed build-
operate-transfer, rehabilitate-operate-transfer, and maintain-operate-transfer as the best available options 
to maximize private participation for high priority investments in the sector. The report noted that with low 
traffic volumes, weak local financial markets, and inexperience with tolling, the government’s objective of 
large-scale private sector investment in roads would be a longer-term objective.  
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The report assessed the viability of specific PPP projects in Albania by evaluating a list of priority road 
projects put together by the Ministry of Public Works, Transport, and Telecommunication. While economic 
analysis showed positive results, the financial analysis indicated that in order for the projects to become 
attractive to private investors, appropriate forms of government support such as capital grants, revenue 
guarantees, and debt guarantees would have to be identified. Traffic studies showed that low traffic 
volume would prevent toll roads from being financially viable, as national primary roads averaged only 
3,700 vehicles per day. The report concluded that none of the projects on the ministry’s priority list would 
be sufficiently profitable or attractive to investors on a standalone basis in the short-term.  
 
Thus, given that the circumstances in Albania did not support purely concession contracts, the report 
recommended that the government focus on performance-based road maintenance contracts as the most 
suitable short-term venue for private sector involvement in the sector. These contracts would enable the 
private sector to make better use of existing assets to improve service efficiency. 
 
The report also examined the enabling environment for PPPs in the roads sector. It found that the existing 
legislation provided a relatively strong framework for implementing projects, but would benefit from 
clarification on the government’s project approval process, which could require changes to the 
Concession Law and Procurement Law. In addition, investors would benefit from additional information on 
what risks the government would plan to transfer to the private sector, and what types of support, if any, 
the government would be willing to provide to projects. On an institutional level, the report recommended 
that all road sector issues should be concentrated in one single ministry rather than distributed to 
separate ministries for national, rural, and urban public roads. The report also recommended that the 
General Roads Directorate should be transformed into a central contracting agency, given full 
responsibility for project implementation, and given some degree of autonomy from central government to 
ensure strong, independent leadership. 
 
A one-day training session on PPPs in the roads sector was held, and the report’s recommendations 
were presented at a two-day workshop in May 2007. Consensus was achieved on moving forward with 
the design of performance-based road maintenance contracts for Albanian roads. 
 
Following on from the recommendations of the PPIAF activity, a World Bank project was launched to 
support the piloting of four performance-based road maintenance contracts in the Tirana and Kukës 
regions. The three-year contracts were subsequently awarded in October 2009. The total cost of these 
contracts was $10 million, with the first two years paid by the World Bank, and the third year financed by 
the government of Albania. Since the beginning of the contracts, the contractors have improved their 
overall performance and built their capacity in performance-based maintenance approach. As a result, it 
is likely that the approach will be scaled-up in other regions within Albania. 
 
In addition, enabling legislation was passed in October 2009 to transform the General Roads Directorate 
into the Albanian Road Authority, responsible for national and regional roads. The Albanian Road 
Authority Board was appointed in September 2010, and the authority will benefit from autonomy and 
greater responsibility for overseeing the roads sector in Albania, as recommended in the PPIAF-funded 
report. 
 
Finally, the government of Albania has recently decided to introduce a tolling system on the Durres- 
Kukës highway. It will be the first highway to charge tolls to cover maintenance costs, and the 
government intends to introduce tolls to other highways currently under construction. The Durres-Kukës 
highway was constructed in 2007–2010 to connect Kosovo with the Albanian seaport of Durres. As of 
February 2012, five international consortia have submitted bids to upgrade, operate, and maintain the 
new Durres–Kukës highway. The lead financial advisor on the project is the International Finance 
Corporation PPP Transaction Advisory team. 
 
 
 
 
 



6 

Results of PPIAF’s Activities in Albania’s Roads Sector 
 

Category Outputs 

Enabling environment reform 

Plans/strategies prepared 
 Framework for public-private participation in the road sector in 

Albania, 2007 

Capacity and awareness building 

Workshops/seminars 
 Training on private participation in the roads sector and 

dissemination of the findings of the framework report, 2007 

 

Category Outcomes 

Enabling environment reform 

Institutions created or 
strengthened 

 Albanian Road Authority was established in October 2009, 
transforming the General Roads Directorate into an dependent 
body responsible for overseeing the roads sector in Albania 

Project cycle-related assistance 

Transactions facilitated 
 Four three-year performance-based road maintenance 

contracts were awarded in October 2009 in the regions of 
Tirana and Kukës 

Capacity and awareness building 

Consensus achieved 
 Consensus achieved on moving forward on the design of 

performance-based road maintenance contracts for Albanian 
roads, 2007 

 
 


