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One goal of territorial planning reform is to support managed and

efficient growth while preserving important cultural or heritage sites,
which abound across Albania.
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Improvements in taxpayer services supported by MCCAZ2 gives
entrepreneurs more time to serve their customers. Business owner
Luljeta Sharra says that at the new Taxpayer Service Center she
can “easily get a ticket from the queue management system, see an
inspector, and not have to push through crowds of other people.”
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FRONT COVER:The state-of-the-art Taxpayer Service Center in
Tirana opened on December 1,2010.The project redesigned the Tax
Administration’s taxpayer service model so routine contacts between
taxpayers and tax officials take place in this transparent and controlled
environment (direct contacts between taxpayers and their processing
inspectors are still allowed for collections, audit, enforcement, and
appeals). Traffic approaches 1,000 visitors daily during peak filing
periods, and the center served nearly 50,000 customers during its first
three months.
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BACK COVER: Albanian cities — including the capital, Tirana — are
developing rapidly. The new Territorial Planning Register will help
ensure that construction and urban development occur transparently,
accountably, and efficiently.
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IMPACT OF MCCTHRESHOLD PROGRAM REFORMS ACROSS ALBANIA
MCC reforms have benefited businesses throughout Albania by establishing networked facilities in nearly every
province where they can register, secure a license, pay taxes, or easily access urban planning requirements.
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EXECUTIVE
SUMMARY

Following the successful
completion of the Stage I Mil-
lennium Challenge Corporation
Albania Threshold Program in
2008, Albania and the United
States pledged to continue

the ambitious reform agenda
begun under the program. On
January 22, 2009, Chemon-

ics International was awarded

a contract to implement the
two-year, $15.7 million Millen-
nium Challenge Corporation
Albania Threshold Program
Stage II (MCCA2). Admin-
istered by the United States
Agency for International De-
velopment (USAID), MCCA2
was designed to strengthen the
rule of law, reduce corruption,
and increase public oversight in
Albania through an e-govern-
ment program of information
technology (IT) solutions and
technical and legal assistance.
The program was organized
into five main components: tax
administration reform, business
licensing reform, territorial plan-
ning, administrative courts, and

private-sector and civil society
engagement. A sixth component
focusing on anti-corruption
investigative efforts was ad-
ministered by the United States
Department of Justice.

Today, this e-government
approach has transformed key
government operations and made
them more transparent and ef-
ficient and less corrupt. The Gov-
ernment of Albania saves time
and cost in provision of services,
the business enabling environ-
ment is stronger and more open
to investment, and citizens
throughout Albania can benefit
from the innovative reforms.

Two years ago, the General
Directorate of Taxation (GDT)
was still in the early stages of its
transition from its communist-
era roots. Field inspectors still
had personal responsibility for
taxpayers within their zones, and
processing inspectors still had
frequent personal contact with
taxpayers — circumstances that
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created opportunities for corrup-
tion. Manual processes con-
tinued to delay internal GDT
operations and impede transpar-
ency. Today, GDT is creating a
culture of voluntary compliance
and is becoming a modern,
customer-oriented tax institu-
tion. Field verification units have
new work processes that reduce
opportunities for corruption.
Processing inspectors meet with
taxpayers only rarely; nearly

all taxpayer-initiated requests
are routed to taxpayer service
employees who are trained to
provide prompt and transparent
service. At the Tirana Taxpayer
Service Center, for instance,
nearly 1,000 taxpayers visit the
facility on some days.

GDT has new units to help com-
bat corruption and ensure equal
treatment for all taxpayers. Two
specialized units address reports
of tax evasion by taxpayers and
corruption by tax employees. In
two years, their efforts have led
to more than 300 referrals to
prosecutors and more than 30
employee dismissals and repri-
mands. An anonymous denun-
ciation hotline has received more
than 200 reports from citizens. A
new Taxpayer Advocate and the
Tax Consultative Council also
represent the interests of taxpay-
ers to the tax administration.

An array of innovative I'T
solutions are making GDT’s
administrative processes faster
and more transparent. A new
collections system and a first-of-
its-kind collections call center
help GDT collect revenue; a
new payment processing system
will reduce processing times
from three months to one day;

and a risk analysis system has
automated a previously subjec-
tive, manual process of selecting
taxpayers for audit. More than
30,000 businesses regularly use
e-tax services, and 80 percent of
tax declarations are now e-filed.

Two years ago, it took businesses
an average of two months to
receive a business license, in an
opaque and frustrating process
that required countless trips to
various government agencies, fre-
quent solicitations for bribes, and
seemingly endless red tape. Now,
most licenses are awarded in

one to four days at the National
Licensing Center (NLC), a one-
stop shop created with program
support. The NLC is headquar-
tered in Tirana and has offices

in nine other cities, making the
benefits of licensing reform easily
available to all businesses. The
NLC has processed more than
7,000 license applications since

it opened, and more than 93
percent of NLC users were very
satisfied or satisfied with their
experience at the NLC — par-
ticularly with its effectiveness,
fairness, transparency, profes-
sionalism, and consistency.

Two years ago, property devel-
opers or average citizens had
limited means to learn about
planned or in-process construc-
tion or development. There

was little opportunity to view
building codes, guidelines, or
urban plans; learn about zones
or parcels; or gather accurate in-
formation on territorial planning
in general. Planning officials
themselves had little access to
current, reliable information to
help them perform their jobs.
The opaque territorial planning



regime fostered corruption and
informal construction. Now, a
state-of-the-art, web-based portal
contains more than 50 categories
of planning information from
seven of the largest Albanian
municipalities, encompassing 50
percent of the population.

The publicly accessible web site
uses GIS data to clearly show
urban plans, zones, and parcels,
thereby allowing developers

to make appropriate construc-
tion plans; municipal planning
officals to make well-informed
decisions about development in
a manner that is transparent,
accountable, and efficient; and
citizens to become informed of
development in their communi-
ties. The new National Territo-
rial Planning Agency (NTPA)
was established to manage the
portal and serve as a resource for
municipalities and citizens alike.

Administrative law regulates the
legal interactions between citi-
zens and their government. In
Albania, administrative cases —
currently handled in the general
jurisdiction courts — can take
more than a year to resolve;
these delays and associated

costs deter foreign investment
and stifle economic growth. To
address these problems, Albania
sought to create an administra-
tive court system to provide an
efficient venue in which citizens
and business could resolve
disputes with the government.
MCCAZ2’s administrative courts
component was designed to help
establish these courts. However,
the enabling legislation was not
enacted during the term of the
contract, owing to the lengthy
political crisis in the country.

Although MCCA2 was not
able to complete the process of
establishing the courts, includ-
ing acquisition of furniture

and equipment for the first
instance court in Tirana, the
project added significant value
by designing many of the tools
and systems that the courts will
require once the law passes. The
program prepared secondary
legislation to improve judicial
efficiency and effectiveness, a
suite of nine training courses for
administrative judges and court
staff, manuals on financial and
document management, and a
state-of-the-art, web-based case
management system (CMS).

To institutionalize the Govern-
ment of Albania’s efforts to
improve the transparency and
efficiency of its operations, civil
society organizations (CSOs)
must develop the skills and
take responsibility for holding
the government accountable
and advocating for additional
reforms, if needed. To support
this outcome, MCCA2 worked
closely with 30 Albanian CSOs
to help them build relevant
watchdog and advocacy skills.
The program also enlisted CSOs
to monitor Stage I and Stage 11
reforms, thereby helping these
organizations build new ca-
pacities and helping support the
sustainability of the reforms by
holding government to account.

The remainder of this report
provides additional details on
MCCAZ2’s activities and suc-
cesses and concludes with a
discussion of lessons learned and
recommendations. The program’s
final performance monitoring
data are contained in Annex A.
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Musa Plaku, who established his shoe repair business after communism
collapsed in Albania in 1990, notes a remarkable transformation in

taxpayer services during the last four years: “What had been a painful
and frustrating experience is now easy, and the staff is very professiona



CHAPTER ONE

COUNTRY
CONTEXT

Albania is in the midst of a
historic transformation. After
emerging from a decades-long
period of self-imposed isolation
in the early 1990s and overcom-
ing serious political, social, and
economic shocks during the
crises of 1997-1998, Albania has
pursued a path of Euro-Atlantic
integration, modernization, and
reform. These efforts helped lead
to the highly successful Millen-
nium Challenge Corporation
(MCC) Stage I Threshold pro-
gram, which provided assistance
from 2006 to 2008. In 2009,
Albania joined NATO, and the
World Bank ranked the country
second on its list of best reform-
ers worldwide. The following
year, the European Union lifted

visa requirements for Albania.
These accomplishments are
evidence of Albania’s energetic
pursuit of modernization.

These developments have not
been without setbacks, and
Albania still faces significant
challenges. Corruption is
endemic, and institutions such
as the judiciary continue to
suffer from lack of indepen-
dence. While it achieved every
objective of the MCC Threshold
Stage I program, Albania did
not qualify for Compact status
due to the failure to meet the
mean for 12 of the 16 required
indicators.! The MCC Albania
Stage II program (MCCA?2) was
designed to help Albania meet

I. The scorecard for Threshold Country Program countries is available at http://www.mcc.gov/
pages/selection/scorecards. Albania has published scorecards tracking indicator performance

for fiscal years 2009 and 2010.
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Before the MCCAZ2 project, building codes, zoning guidelines, and urban
plans were difficult to find, making construction and urban planning (in a
city like Tirana, pictured) at best challenging.The project helped create a
web-based portal with more than 50 categories of planning information
from seven of the largest Albanian municipalities, helping make urban
planning more transparent, accountable, and efficient.



the means for these indicators
and added another — Promoting
Rule of Law — to help Albania
achieve Compact status.

Europe was in the throes of the
global economic recession when
MCCA2 began in January
2009. Although Albania main-
tained a low positive economic
growth rate during the reces-
sion, the slowdown in growth
caused fiscal revenues in 2009
and 2010 to fall short of overly
optimistic government projec-
tions, while public demands for
government spending continued
to grow. The threat of expand-
ing fiscal deficits and cash flow
shortfalls put pressure on the
government to restrict admin-
istrative budgets and collect
additional tax revenues. Budget
meltdowns in Ireland and
Greece intensified international
pressure for deficit reduction in

Albania.

The economic context for the
project was complicated by a
political deadlock, lasting nearly
the entire project duration,

which resulted from a virtual tie
between the two major political
parties in the June 2009 parlia-
mentary elections. The election
outcome led to a six-month
parliamentary boycott by the
opposition party and an ensuing
period of extreme polarization
and gridlock. The political im-
passe prevented the passage of
key legislation, including some
necessary for project activities.
Albania also learned in sum-
mer 2010 that it would not be
eligible for an MCC Compact
because it had graduated to an
Upper Middle Income status,
per the MCC’s country criteria.

These economic and political
issues distracted top govern-
ment leaders over the 28 months
of the project. As a result, the
project did not enjoy the same
degree of high-level government
support and pressure to achieve
its goals of increased transpar-
ency during Stage II as it did
during Stage I. To fill this gap,
the project team had to develop
creative approaches to move the
reform agenda forward.

COUNTRY CONTEXT 7
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Brisilda Kola, an IT administrator for the National Licensing Center,
performs diagnostic maintenance on the NLC systems. MCCA2
refurbished and equipped server rooms for key counterparts and
trained their IT staff to ensure that each institution could manage the
new systems that MCCAZ2 designed.



CHAPTER TWO

INCREASING
TRANSPARENCY
AND EFFICIENCY

WITH

INFORMATION
TECHNOLOGY

Given the popularity of the
electronic services established
under MCC Stage I, MCCA2
expanded electronic services in
tax administration and created
several other new e-government
systems to support project
counterparts. MCCA2 devel-
oped e-government systems to
streamline tax declaration and
payment, receive business license
applications, display urban
development and construction
permits, and process court cases.
These state-of-the-art systems
are at the heart of many Stage II
reforms.

As with the Stage I systems,

MCCA2 systems are web-based
and publicly accessible. They
were designed with the goal of
maximizing transparency, ac-
countability, and efficiency. These
systems exchange and share data
with one another; for example,
the NLC and GDT share infor-
mation about specific businesses
and include common features,
such as enabling customers to
track applications online. When
confidentiality is required (e.g.,
for tax account data), they
employ password access. They are
robust, upgradable, and com-
patible with most software and
operating environments currently
in use in Albania.

INCREASING TRANSPARENCY AND EFFICIENCY WITH INFORMATION TECHNOLOGY 9



KEY RESULTS:
ELECTRONIC
SERVICES IN
TAXATION

80 percent of tax declara-
tions are e-filed

25,000 regular e-filers

More than 30,000 users of
e-tax services

» Payment processing time
reduced from three months
to one day, saving $| million
per year

ELECTRONIC SERVICES
IN TAXATION

To increase the transparency
and efficiency of tax services,
the Stage I program developed
several electronic systems,
including systems to enable tax-
payers to download tax forms,
e-file tax declarations, and view
their tax accounts online. The
number of taxpayers using these
systems grew steadily through-
out Stage II. To increase tax
revenues, the Government of
Albania also decided in early
2009 to reduce the threshold at
which VAT and profit taxes ap-
ply to businesses, approximately
doubling the number of busi-
nesses required to file monthly
declarations. Together, these
factors represented a huge surge
in demand for tax e-services
that threatened to overload
GDT’s capacity and undermine
the success of the e-services
initiative.

MCCAZ2 saw this potential issue
as an opportunity to improve
the GDT’s information technol-
ogy infrastructure and regional
taxpayer service capabilities,
enabling GDT to handle a
continuously growing volume
of electronic tax transactions.
These upgrades and interven-
tions were successful, and GDT
made e-filing mandatory for all
VAT taxpayers. With the assis-
tance of MCCAZ2, the GDT ef-
ficiently processed monthly and
quarterly e-filings from more
than 25,000 additional busi-
nesses, saving time for taxpayers
and substantial administrative
costs for the GDT.

MCCA?2 also tackled a major
information bottleneck caused
by the complex and arcane
system that GDT was using to
match manual and electronic tax
declarations to payments, which
come into the Treasury through
the banking system. The then-
existing system routinely delayed
revenue accounting by two to
three months, impeding efforts
to project revenues, manage
individual taxpayer accounts,
optimize use of administra-

tive resources in tax collection
and enforcement, and estimate
revenue from proposed legisla-
tive changes, among other
requirements. To address this
problem, the project designed

a streamlined reporting system
to secure and validate payment
information from banks to make
revenue accounting automatic
— and virtually instantaneous
in most cases. In addition to the
radical reduction in turnaround
time, the new system reduces
administrative costs for the
banks and regional tax offices

by eliminating batch process-
ing of hundreds of thousands

of paper forms annually, saving
hundreds of person-years of staff
time. A conservative estimate of
15 minutes of GDT staff time
saved per payment matched
times 800,000 error-free auto-
mated matches per year would
equal 100 person-years, or salary
savings of approximately US $1
million per year. The project
developed and tested the system
with the assistance of several
commercial banks that agreed to
serve as pilots. The GDT is now
rolling it out to the other banks.

10 INCREASING TRANSPARENCY AND EFFICIENCY WITH INFORMATION TECHNOLOGY



KEY RESULTS:
ELECTRONIC
SERVICES IN
BUSINESS LICENSING

More than 7,000 applica-
tions processed at the NLC
since it opened

Average approval time re-
duced from 42 to two days.

More than 12,000 visits to
the NLC web site

93 percent of NLC users
report being happy with the
NLC's services

NATIONAL LICENSING
CENTER AND
LICENSING REGISTER
MCCA2 designed a customized
business license processing sys-
tem for Albania’s NLC, which
was established in 2009 with
project support.” Licensing in
Albania is complex — there are
more than 60 categories of busi-
ness licenses, each with different
documentation requirements.
Therefore, the project faced the
challenge of establishing a set of
manual and automated proce-
dures that would enable NLC
clerks to quickly process any
type of license. The NLC law
describes three groups of licens-
es, two of which are applied for,
processed, and awarded entirely
at the NLC, without ministerial
review. Licenses for the third
group, after application and
initial processing at the NLC,
are forwarded to the responsible
ministry for review. The min-
istry’s decision is forwarded to
the NLC, which then awards

or denies the license or requests
additional information.

The program’s final software
design solution used a standard,
one-page data entry form with
links to the documents required
for the specific license category.
The ministries access the ap-
plication forms through the
NLC web site and can review
applications according to their
existing processes, provided that

they notify the NLC of their
decisions within the statutory
period (most commonly, 30
days). This new process has
worked extremely well.

To keep businesses informed

of licensing requirements, the
project team also created a web
site for the NLC that lists the
categories of licenses it handles
and the documentation required
for each category. The site
includes a register of existing
licensed businesses. Like other
software that the project devel-
oped during Stage I and Stage
11, the NLC system is linked

to the database of the National
Registration Center (NRC) and
the GDT. This connection en-
sures that the NLC system uses
up-to-date registration and tax
information.? As a result, busi-
ness applicants need not provide
the same detailed information
separately to the NLC or update
their NLC license files when
their registration information
changes.

DEVELOPMENT OF
THE TERRITORIAL
PLANNING REGISTER
Historically, Albania’s construc-
tion permits have been pro-
cessed via a highly inefficient,
manual, paper-based system
that has little or no transpar-
ency. To improve reviews of
development and construction
permits, the project developed

2. The project's work with the NLC is discussed in Chapter 4.

3. Such as current administrator, address, telephone number, owners, directors, tax compliance,

etc.
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KEY RESULTS:
ELECTRONIC
SERVICES IN
TERRITORIAL
PLANNING

State-of-the-art GIS Regis-
ter designed

More than 100 central gov-
ernment staff and municipal
planning officials from five
ministries and 38 munici-
palities trained in the new
system

* 50 categories of territo-
rial planning information
uploaded to the Register
for public viewing

ALBANIA THRESHOLD PROGRAM / ROLAND TASHO

an electronic territorial plan-
ning register whose creation was

mandated by the new Territo-
rial Planning Law adopted in
April 2009. The register displays
territorial planning data in a
commonly used format called
GML, which can incorporate
geographic information system
(GIS) data. The software was
extensively tested by project
staff and then by users in five
municipalities that agreed to
participate in a pilot testing
program. By the end of the
project, seven municipalities had
uploaded all of their available
territorial planning data (urban
plans and other spatial data)
into the register, where it is now

During a training on the National
Planning Register, Albanians learn
how to use the state-of-the-art
online portal to access nearly 50
different types of data.

publicly available. Any citizen
can access the register, view GIS
data from these municipalities,
and selectively overlay nearly 50
types of data, such as individual
parcels; electrical, sewage, and
water lines; roads; and zoning
boundaries.

The electronic register will allow
planning agencies to use state-
of-the art techniques to review
development and construction
permit applications through a
transparent, accountable, and
efficient process. Once fully
deployed, the system will make
Albania an international leader
in using GIS data for urban
planning.

12 INCREASING TRANSPARENCY AND EFFICIENCY WITH INFORMATION TECHNOLOGY



ADMINISTRATIVE
COURTS CASE
MANAGEMENT SYSTEM
The two legacy case manage-
ment systems currently in

use in Albania are frequently
criticized for their lack of trans-
parency and accountability,
inability to produce key statis-
tical reports, and the ease with
which certain important safe-
guards can be overridden (for
instance, assighment of cases to
judges can be manipulated to
supersede random assignments).
The new web-based system
designed by the project is based
on current software develop-
ment best practices. It was built
with input from and the close

collaboration of members of
the Albanian judiciary. Several
key features boost transparency
and accountability, such as
automatic, random assignment
of cases to judges immedi-
ately upon case registration, an
online docket that displays case
events in real time, and a user-
friendly public portal where
visitors can search case data
and view decisions. The system
produces reports and statistical
data required by the Ministry
of Justice and High Council

of Justice, such as disposition
times and clearance rates. Once
the Administrative Courts Law
is enacted, the system can be

deployed.

INCREASING TRANSPARENCY AND EFFICIENCY WITH INFORMATION TECHNOLOGY 13
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MCCAZ2 helped establish the Tax Consultative Council, composed of
government and private-sector representatives, to consider initiatives
for clarifying and streamlining tax administration procedures, making
taxpayer compliance easier.



KEY RESULTS:
TAX
ADMINISTRATION

Directorates for key tax
administration functions
established

* New service center
in Tirana established;
taxpayer services in
regions strengthened and
expanded

Criminal and internal
investigation directorates
and hotline established

Taxpayer Advocate and
Tax Consultative Council
established

» Automated collections
system deployed, e-filing
expanded, and dashboard
for GDT management
developed

* New collections call center
established

+ 80 percent of tax
declarations are e-filed

» 25,000 regular e-filers

* 40,000 users of e-tax
services

» Payment processing time
reduced from three
months to one day, saving
$ | million per year

CHAPTER THREE

TAX

ADMINISTRATION

At the conclusion of Stage I

in 2008 and as a result of the
MCC program, Albania had a
new Tax Procedures Law (TPL)
emphasizing voluntary compli-
ance; an approved reorganiza-
tion scheme; a functioning e-
filing system with approximately
1,000 regular business users;
and a taxpayer service center lo-
cated in the GDT headquarters
building, which served mostly
large taxpayers.

The Stage II program identified
numerous specific objectives to
complete the GDT’s geographic
and functional reorganization to
operate as a modern tax admin-
istration, reinforce a culture of
voluntary compliance, establish
investigative mechanisms to fight
corruption and tax evasion, and
expand taxpayer assistance pro-
grams and electronic tax services.

IMPLEMENTING LEGAL
AND REGULATORY
REFORM

Completing the
Geographic Reorganization
GDT implemented a sweeping
geographic reorganization in
October 2008 pursuant to the
new TPL. Fifteen branch offices
were designated as regional
offices, and their staffing levels
were increased. Twenty-one
former branch offices were
converted to satellite offices.
Completing the new regional
office structure became the tax
team’s first priority in 2009.
The project supported the IT
elements of the consolidation by
redesigning the routing of bank
deposits and developed a process
for perfecting and transferring
active taxpayer registers in the
21 former branch offices to the
tax processing systems in the

TAX ADMINISTRATION 15
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new regions. The new regional
structure streamlined adminis-
trative operations, reduced the
time and cost of completing the
nationwide automation of the
tax system, and enabled imple-
mentation of the functional
reorganization at the regional
level without increasing staffing
levels excessively.

Completing the Functional
Reorganization

The new TPL authorized
national directorates for key tax
administration functions, such
as processing, taxpayer services,
collection, audit, criminal inves-
tigation, internal investigation,
and appeals. Each regional office
has sections for each major
function; some of them, such

as taxpayer services, did not
previously exist at the branch
level. The new TPL also autho-
rized an entirely new collection
function. The TPL gave GDT
the authority to summons books
and records from taxpayers and
third parties, issue notices of
levy, attach notices of tax lien

to the titles of real property,

and seize and sell taxpayer
assets. The GDT never before
had these tools at its disposal.
As described below, MCCA2
helped establish and operation-
alize GDT ofhices responsible
for administering the functions
described above.

Collections Directorate
GDT established the Collec-
tions Directorate with ap-
proximately 120 employees, but
without processes to identify
and process cases related to
taxpayers who owed taxes or

had stopped filing returns. In

November 2009, the tax team
piloted a manual case creation
process in the Tirana tax office.
The GDT director general sub-
sequently mandated nationwide
implementation of this process
beginning in February 2010.

The project’s tax and informa-
tion technology teams also
developed and implemented

a state-of-the-art, automated
case delivery and management
information system to help the
new collections organization
identify balance due accounts
and unfiled returns and opti-
mize revenue collection. The
automated system accesses
GDT’s master database of tax
transactions to extract a weekly
update of all new assessment
and payment data and new and
resolved unfiled returns. It pri-
oritizes cases and presents them
sequentially for assignment to
an inspector based on certain
risk and collectability criteria.
The system automatically gener-
ates notices to taxpayers and
creates standardized reports that
ensure inspectors are account-
able for all assigned cases, allows
management to identify cases to
be reviewed, and provides office-
level information about overall
results.

The system provides GDT man-
agement and front-line collec-
tions officers with a full history
of assessment and payment data
for each taxpayer, including
summary information on net
amounts due, thus helping them
fulfill their legal mandate of
collecting taxes owed. Deploy-
ment began on a pilot basis in
October 2010 in Tirana, and



EXHIBIT 1.1

Integration of Tax Software Applications Developed under MCC Stage | and Il
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saving substantial amounts of time and money for the
GDT and taxpayers. Systems developed by the MCC

All of the GDT’s IT systems are essentially paperless,
Stage | and Il programs are shown in dark grey.

Risk
Analysis

anagemen
Information
System

System

GDT Data Warehouse

expanded to the rest of the
country in January 2011.

Using available space in the
Tirana Taxpayer Service Center,
MCCA2 also created a collec-

tions call center, a first-of-its-

kind undertaking in the Alba-
nian tax administration. Using
industry-standard software and
accessing data from the auto-
mated collections system, collec-
tion staff in the call center make
calls to tax debtors who would
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GRAPH 1.1

E-filed Tax Declarations Per Month
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previously have had little or

no contact with the GDT, and
provide information on how to
resolve their balances. Call notes
are made available to taxpayer
service personnel electronically
for follow-up when taxpayers
come in for assistance. These
efforts help foster a culture of
voluntary compliance and fur-
ther bolster revenue collection.

Information/Technology
Directorate

The TPL also created a new In-
formation/Technology Director-
ate. To assist it with analytical
and reporting tasks, the project
developed a web-based dash-
board for GDT management
that displays current summary
statistics on tax declarations by

tax type, region, and tax source.
The dashboard provides a valu-
able, state-of-the-art tool that
GDT can use to measure and
improve its performance. The
system allows users to view and
analyze e-filings and e-payments
aggregated by region and even
detailed at the individual tax-
payer level. It is currently being
expanded to take advantage of
parallel improvements in timely
processing and matching of

tax payments (see discussion in
Chapter Two). The enhanced
system displays information

on all filings and payments,
making available a rich source
of data for estimating the likely
impacts of proposed policy
changes and administrative
actions.
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SUCCESS STORY
Tax Audits Become More Efficient

In June 2009, the General Directorate of Taxa-
tion (GDT) began using risk analysis to select

tax returns for audit. This change — which both
streamlines GDT's audit operations and decreases
opportunities for abuse of the power to audit

— was carried out with support from the MCC
Albania Threshold Country Program Stage Il, as
part of the program's efforts to modernize the
Albanian tax administration and reduce opportuni-
ties for corruption.

“The implementation of risk analysis has brought
about a new way of conducting business in tax
auditing,” says Eduart Gjokutaj, GDT's tax audit
director. "It has allowed the introduction of cen-

ALBANIATHRESHOLD PROGRAM / RUDINA MULLAHI

In the short and medium term, Tax Audit . . . 2 N g

tralized planning, a standardized approach vis-a-vis
Director Eduart Gjokutaj and Risk Analy-
sis Section Head Haxhire Bushi (both

at the GDT) plan to further sharpen

all taxpayers, reduction of personal contacts between tax officials
and taxpayers, and the elimination of opportunities for unwarranted

audits.”
the risk-analysis formula and establish a

tax clinic to refine the methodology and For GDT, a key result of using the computer-based risk analysis
techniques of tax audit formula has been increased efficiency. Under the new system, audit
inspectors work fewer hours per audit and uncover larger amounts
of unpaid taxes per audit hour. “The benefits are not simply in abso-
lute larger discovery, but also in efficiency, in terms of the number of
audits that are now carried out and the relative amounts discovered,”

remarks Haxhire Bushi, GDT's risk analysis section head.

In addition, the new audit process serves as a deterrent to those who
would evade their taxes. “The purpose of tax auditing based on risk
analysis is to efficiently separate the ones that comply with their tax
obligations from those that fail to do so,” points out Mr. Gjokutaj.

Both he and Ms. Bushi add that discovery of unpaid taxes, while
important, is not a goal in itself. Rather, the ultimate objective is to
create a disciplined tax system based on voluntary compliance in
which taxpayers who comply with the law will not be audited. “We
believe that the implementation of risk analysis in audit selection
has increased taxpayers’ trust in a fair, objective and competent tax

administration,” says Mr. Gjokutaj. “And it will continue to do so.”
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ESTABLISHING
INVESTIGATIVE
MECHANISMS

Audit Case Selection

Much of GDT’s attention during
the project’s two-year duration
was focused on establishing new
investigative mechanisms and
improving the effectiveness of ex-
isting procedures to increase tax
revenues without increasing tax
rates. The first initiative involved
establishing a risk-based method-
ology for identifying tax declara-
tions to be audited, as mandated
in the new law. MCCA2 de-
signed an automated audit case
selection formula for GDT that
maximizes revenue generation
by selecting for audit cases with
the highest risk of concealed

tax liability. By automating the

ALBANIATHRESHOLD PROGRAM / ROLAND TASHO

process, the formula removes
the possibility that audits will be
used for improper purposes. The
new procedure also eliminated
the past practice of “auditing”
each return a taxpayer had

filed since the last audit. GDT
subsequently mandated that 60
percent of all audits be selected
using this new, automated for-
mula. Recognizing that local
knowledge is still a valuable fac-
tor in detecting noncompliance,
regional offices are authorized to
select the remaining 40 percent
using other decision criteria —
but they must document the
basis for the audit and submit

it to headquarters for approval
before beginning the audit.

The regulation also mandated
implementation of a mechanism

A Taxpayer Service Center
representative answers a
customer’s questions. Before

the MCCA2 program, taxpayers’
questions were answered through
informal conversations with their
returns processing inspectors,
which interrupted inspectors’ work
and impaired the GDT’s ability to
efficiently process returns.



to track the time applied to each
case, enabling GDT to estimate
the revenue generated per hour
from its audit activities.

Within a month, the regional of-
fices adjusted to the new guide-
lines, and the process continues
today. In addition to curtailing
opaque and subjective local audit
selections, GDT reports that the
time—tracking process measures
have increased audit output.

Audit assessments in 2010
showed exceptional growth at
150 percent of the 2009 level.
This is an especially impressive
accomplishment considering that
the last six months of the audits
in 2009 were also based on this
new selection process. GDT has
developed an expanded formula
for selecting VAT returns. In
October 2010, the project
funded a training class for the
GDT IT staff on use of IBM In-
fosphere DataStage, the database
management software used for
the existing automated formulas.
The GDT is now expected to be
able to make continuous refine-
ments in the audit selection
criteria.

Field Verification

In 2010, the project’s tax team
developed a comprehensive

set of procedures and internal
control mechanisms to reduce
opportunities for corruption
and increase the productivity of
the field verification work force,
resulting in substantial increases
in tax revenues collected. Field
verification employees (formerly
called the “tax police”) make
unannounced visits to businesses
to confirm that the business is

propetly registered and compli-
ant with key requirements, e.g.,
they use government-approved
records for financial transactions
and report employment data
accurately, product price lists
are posted visibly, and excis-
able goods bear proper stamps.
Noncompliance can result in
an array of penalties and, in
extreme cases, business closure.

Prior to the procedural redesign,
field verification units were
largely ineffective in increasing
revenue and there were many
instances of inspectors collud-
ing with violators or extorting
bribes. The new procedures
developed by the project elimi-
nated assignment of inspectors
to large territories. Instead,
web-based mapping tools divide
territories into mini-zones that
can be completely verified in
one week. Inspectors are as-
signed randomly to new zones
each week; they do not know in
advance where they will work
and do not have the option of re-
turning to a previously assigned
zone, thus reducing opportuni-
ties for extortion or bribery. The
two-person review teams rotate
with each assignment. Manage-
ment predefines routes through
each zone to conduct the visits,
and managers are required to
spend 40 percent of their time
on the streets performing ran-
dom quality reviews to ensure
the accuracy of the inspectors’
work.

Criminal Investigation
Directorate and Internal
Investigation Directorate
The 2008 TPL authorized GDT

to establish a criminal investi-
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SUCCESS STORY

Promoting Equal Taxation for
Businesses

In July 2009, Albania's General Directorate of Taxa-
tion (GDT) opened its denunciation office, which
receives and investigates reports of tax evasion
and/or corruption through its toll-free number,
email, postal mail, or walk-in clients. The office

— created with support from the MCC Albania
Threshold Country Program Stage || (MCCA2) —
is headed by Shkélgim Ago, who reports that more
than 86 percent of the denunciations that have
been investigated have proven substantial leads.
Almost all denunciations (96 percent) relate to tax
evasion, and a majority of these deal with informal
business operations that are not filing taxes or
reporting their income.

ALBANIATHRESHOLD PROGRAM / ROLAND TASHO

For Shkélgim Ago, head of the GDT’s de-

nunciation office, the role of the hotline is

“The denunciation hotline is proving to be an impor-
tant source of information in fighting unfair competition and informal-

to help create a fair and level playing field ity,” says Mr. Ago. To provide an example, he described a denuncia-

for businesses operating in Albania. tion that led to the discovery of five kindergartens in one district of

Albania’s capital, Tirana, that were not legally registered businesses.
“[The hotline] is also having a beneficial effect in deterring both un-
ethical and corrupt behavior by tax officials, as well as tax evasion on
the part of taxpayers,” he added.

Mr. Ago makes clear that his office follows strict procedures during
their investigations to ensure the anonymity of sources, the prompt
examination of every lead, and clear tracking and reporting on each
case. “It's all about building trust,” he emphasized.

A nationwide information campaign on the new denunciation initia-
tive — implemented by MCCA2 — has helped raise its profile and
communicate the message that GDT believes in working for, and
with, Albania’s citizens to uncover tax evasion and tax corruption,
both of which undermine law-abiding taxpayers’ expectations of fair
treatment and a level playing field.

Mr. Ago noted that he believes his office is meeting citizens' expec-
tations. “We now even have people that call back to express their

appreciation after they have seen our investigative teams in action.”



gation organization to review

willful instances of tax evasion
and refer them to the prosecu-
tor, who may bring criminal
charges. The law establishes that
these investigators qualify for
designation by the prosecutor as
judicial police, the equivalent of
U.S. federal special agents. GDT
implemented its new Criminal
Investigation Directorate, with a
68-member staff, as a part of the
October 2008 reorganization.
When the project began, the
directorate was in the process of
hiring. Although not required by
the law, GDT also established a
three-person Internal Investiga-
tion Directorate during the 2008
reorganization to investigate
allegations of employee mis-

ALBANIATHRESHOLD PROGRAM / ROLAND TASHO

A taxpayer gets answers to
her questions in the Taxpayer
Service Center in Tirana.

conduct — a positive measure
that reflects the commitment of
the Government of Albania to
anti-corruption and a business-
friendly environment. In 2009,
the project’s tax team assisted
the two new directorates to de-
velop detailed procedural manu-
als that capture international
best practices and assist the new
employees in their work. In
April 2010, the project arranged
for three special agents from

the IRS Criminal Investigation
Division to deliver a week-long
course on financial investigation
techniques to employees of the
Criminal Investigation and In-
ternal Investigation directorates,
representatives of the Ministry
of Finance Money Launder-
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ing Unit, and a representative
from the Office of the General
Prosecutor. The course focused
on investigative methods for
establishing financial proof of
tax evasion that can be presented
as evidence in a trial.

By the end of the project, the
Criminal Investigation Direc-
torate had referred more than
300 potential tax evasion cases
to prosecutors. The Internal
Investigation Directorate had
handled 138 cases involving al-
leged employee misconduct. As a
result of these investigations, six
GDT employees were terminat-
ed and referred to the prosecutor
for criminal action, six other
employees were terminated,

and 19 were subject to other
disciplinary measures, including
written reprimands and bans on
promotion.

Hotline for Corruption and
Tax Evasion Complaints
The project also implemented
an automated denunciation
system that allows taxpayers to
report tax evasion and employee
misconduct. Citizens can down-
load and mail a form, call a toll-
free number, or send an e-mail
message directly to GDT’s new
denunciation office. The system
protects callers’ confidentiality
and provides an audit trail to en-
sure that cases are followed up.
The project conducted a nation-
wide, multimedia outreach cam-
paign to inform citizens of this
new service. By the close of the
project, more than 200 reports
had been filed, resulting in four
referrals to the prosecutor and a
large number of administrative
investigations.

EXPANDING TAXPAYER
ASSISTANCE PROGRAMS
AND ELECTRONIC TAX
SERVICES

Moving taxpayer services
out of the tax returns pro-
cessing function

Albanian taxpayers have always
needed assistance, even before
the taxpayer service function
was established within the GDT.
The longstanding, unofficial way
for taxpayers to receive help was
to visit a local tax office to find
and converse informally with
the assigned return processing
inspector. Processing work areas
are not set up for public con-
tacts, and much confidential tax
information is typically visible
on employees’ desks. As a result,
this method of obtaining service
was often chaotic, incomplete,
and highly disruptive to the work
being performed.

During 2010, MCCA2 provided
IT equipment and training to
the taxpayer service staff in each
regional tax office. However,
even with a new Taxpayer Service
presence in the regional offices,
many taxpayers and accountants
continued to approach return
processing inspectors for answers
to procedural, account, and tax
law questions; return preparation
assistance; and certificates of tax
compliance.

In June 2010, the project and
GDT implemented a novel pilot
project at the Tirana regional of-
fice that blocked taxpayer access
to return processing inspectors
and diverted all requests for
assistance to Taxpayer Services.
Each day, an average of 100
taxpayers who previously would
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With MCCAZ2’s support, the tax
administration launched a denunciation
hotline that allows citizens to anonymously
report corruption in the tax administration
or tax evasion by taxpayers. More than 200
denunciations were received by the end

of the project. MCCAZ2 conducted a public
education campaign to inform Albanian
citizens about the new service, using images
like the two shown here to depict the
impact of corruption on public services.The
posters’ message is,“Whoever does not

DENONCOD
evazionin dhe o
korrupsionin né tatime:;

0800 14 14

www.tatime.gov.al
pay their taxes and commits corrupt acts DPT

DESIGNED FORTHE GDT BY THE MCC ALBANIATHRESHOLD PROGRAM

damages the services you will receive.”

¢ (.l
Tl




26

TAX ADMINISTRATION

have visited the processing work
area were instead served by
Taxpayer Services. All parties
praised the results; for instance,
the processing function reported
a 20 percent increase in produc-
tivity. In October 2010, GDT
expanded the new procedures

to the Large Taxpayer Office in
Tirana and the Durres regional
office and made plans to expand
nationwide. This new approach
represents a major breakthrough
that improves service to taxpay-
ers, increases the professionalism
of Taxpayer Service inspectors,
and sharply curtails personal
interaction between taxpayers
and their assigned processing
inspectors.

New Taxpayer Service
Center in Tirana

During Stage I, the project estab-
lished a pilot walk-in assistance
center in Tirana that primarily
served the largest 850 business
taxpayers. Based on this suc-
cessful pilot, the Government of
Albania renovated office space for
a new taxpayer service walk-in
facility in Tirana in the summer
of 2010. The project purchased
furniture, I'T equipment, signage,
and a sophisticated queue
management system for the new
center. The new state-of-the-art
center opened on December 1,
2010, with separate sections serv-
ing large businesses administered
by the Large Taxpayers Office
and small and medium taxpayers
administered by the Tirana re-
gional office. The increased level
of service resulted in substan-
tially expanded usage of the new
facility by taxpayers, with traffic
approaching 1,000 visitors daily
during peak filing periods.

Taxpayer Advocate

With MCCAZ2’s assistance and
encouragement, Parliament
enacted an amendment to the
Tax Procedures Law in 2009
authorizing creation of a taxpayer
advocate within the GDT. The
Taxpayer Advocate is a member
of the director general’s senior
staff and an organizational peer of
the deputy directors general. The
Taxpayer Advocate participates

in the development of plans and
policies, serves as a tax adminis-
tration ambassador to business
organizations, is a permanent
member of the Ministry of
Finance’s Tax Consultative Coun-
cil, and hears grievances from
taxpayers. The Taxpayer Advocate
therefore plays an important role
in ensuring the proper and trans-
parent execution of tax activities.
Throughout 2010, the project
worked with the newly appointed
Taxpayer Advocate to draft the
many processes, policies, and pro-
cedures that enable the Advocate
to fulfill its legislative mandate,
with the objective of increasing
transparency and fairness in tax
administration, leading to higher
levels of taxpayer trust and volun-
tary compliance. Within days of
starting work, the Advocate was
processing more than 30 taxpayer
cases. The Advocate plans to open
representative offices throughout
Albania in 2011 to expand the
office’s reach and its services to
taxpayers.

Tax Consultative Council
The project’s tax and public
outreach teams assisted the
Ministry of Finance to establish
the Tax Consultative Council
in 2010. The council’s purpose
is to provide the government



with private-sector feedback

on GDT administrative proce-
dures and practices under the
Tax Procedures Law. Taxpayer
advisory groups have been used
successfully for improvement of
tax administration procedures
over the past 20 years in coun-
tries representing a wide range
of tax system models, including
the United States, Australia,

and Rwanda. To authorize the
council, the project developed a
draft amendment to the TPL and
operating regulations from the
Minister of Finance. The council

is a consultative body with two
members from the Ministry of
Finance, four from the GDT,

ALBANIATHRESHOLD PROGRAM / US EMBASSY

and 12 representatives of business
membership organizations such
as chambers of commerce, trade
associations, and associations of
accountants and tax preparers.
The Ministry of Finance en-
dorsed the project’s recommenda-
tion on the primary purpose of
the council. A further purpose

is for the government to use this
forum to seek input concerning
new programs and practices —
for example, further changes

in eligibility for specific taxes,
filing dates, or public outreach
strategies. The council held its
first organizational meeting in
November 2010, and its second
meeting in January 2011.

U.S.Ambassador Alexander
Arvizu (left) and Prime Minister
Sali Berisha (right) dedicate the
new Tirana Taxpayer Service
Center on March 1,201 1.
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MCCA2 engineered a memorandum of understanding between the
National Registration Center (NRC) and the National Licensing
Center (NLC) that allowed the NRC to provide licensing services
throughout Albania at its existing regional service windows. NLC
Director Eneida Guria (right) and Qazim Sejdini (left), mayor of
Elbasan, unveil the new joint NRC/NLC service window in that city.



KEY RESULTS:

BUSINESS LICENSING

NLC headquarters estab-
lished, along with remote
service windows in nine
municipalities

More than 7,000 applica-
tions processed in first 18
months of operation

Average processing time
for most applications re-
duced from 42 to two days

Awareness of NLC
amongst likely applicants at
75 percent by project close

93 percent satisfaction with
NLC among license appli-
cants

Most license categories
moved from ministries to
NLC for processing

Online register of licenses
created

More than 14,000 visits to
the NLC web site

CHAPTER FOUR

BUSINESS

LICENSING

Stage I of the MCC Threshold
Program successfully tackled
corruption and inefficiency

in business registration by
establishing the NRC, a one-
stop shop business registration
facility that reduced the average
amount of time required to
register a business from 47 days
to one day. As a result of this
reform, applicants can complete
all business registration and tax
registration processes through
submission of a single applica-
tion.

However, at the start of Stage II,
the issuance of business licenses
and permits, which is separate
from the business registration
process, was still complex,
fragmented, and fraught with
rent-seeking practices that
imposed unnecessary costs and
delays in starting a business. To
operate legally, all but the small-
est enterprises faced a bewilder-
ing array of licensing procedures
requiring extensive documen-
tation and onsite inspections

by various line ministries and
other public officials. This
reality, combined with ineffec-
tive administrative controls and
broad discretionary authority,
frequently left businesses at the
mercy of predatory bureaucratic
behavior.

Accordingly, MCCA2 took on
business licensing as a parallel
reform with the goal of remov-
ing remaining government-im-
posed impediments to starting a
business.

LEGAL AND
REGULATORY REFORM
In February 2009, Albania’s
Parliament enacted the new Law
on Licensing, Permits, and Au-
thorizations to reform the busi-
ness licensing and permitting
regime nationwide. The objec-
tives of the law included reduc-
ing time and costs for businesses
and improving accountability
and transparency in the process-
ing of license applications with-
out sacrificing public health,
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safety, or environmental protec-
tion. These multiple goals were
to be accomplished through two
sets of changes. First, the law
reduced the number of license
and permit categories and sub-
categories awarded at the central
government level from more
than 200 to 65, and eliminated
all license requirements for
businesses whose operation does
not affect public health or safety
(most trade and service catego-
ries). Second, the law mandated
use of streamlined procedures
for award of most remaining
licenses and required that all li-
censes and permits be posted on
the publicly accessible National
Register web site. To guarantee
expeditious processing of ap-
plications requiring review by
line ministries, the licensing law
also included a “silent consent”
provision that applies when

a ministry fails to complete a
review within the statutory time
limit. The challenge confronting
the project was to realize these
reform aspirations in a short
time through a combination of
interventions involving legisla-
tive, institutional, and infra-
structural improvements.

The project assisted the Govern-
ment of Albania in establishing
the NLC as a one-stop shop for
obtaining information, submit-
ting applications, obtaining new
licenses and renewals, and other
actions for business licenses

and permits administered at

the national level. To start up
the NLC, the project developed
automated workflow procedures,
trained NLC staff, procured
equipment and commodities,
and designed a web portal that

allows businesses to track the
progress of their license applica-
tions. The project also drafted
secondary legislation and har-
monizing amendments. Project
staff, working with the Ministry
of Economy, Trade, and Energy
and line ministry staff, elabo-
rated detailed criteria for the
award of licenses and permits in
the categories and subcategories
of licenses issued at the national
level and allocated by law to the
NLC’s purview.

A principal concern when the
new law was enacted was the
potential for disruption of
normal business operations if
all Albanian businesses were
required to obtain new licenses
as soon as the law came into
force. The project responded
by recommending that exist-
ing business licenses remain in
effect through their expiration
dates (in two to five years, in
most cases), after which the
businesses would submit license
renewal applications to the
NLC under the provisions of
the new law. This innovation,
which was included in the
law’s implementing regula-
tions, allowed the NLC to start
operations with a manageable
workflow composed mainly of
applications for new business
licenses, enabling a smooth
transition to the new licensing
regime.

An outstanding issue for the
NLC relates to the business
licenses and permits that, by
law, remain outside its purview.
Substantial justification existed
for different treatment of a
number of these categories (for



SUCCESS STORY

Licensing one-stop shop: Even easier
for businesses in Albania

ALBANIATHRESHOLD PROGRAM / RUDINA MULLAHI

Dr. Elinda Gjata never thought she could

open her own private practice, but when
she did, the experience at the one-stop
shop licensing center helped bolster her

confidence.

Starting a new business from scratch is no easy feat no matter what
country you live in. But it is even more challenging in a country like Albania
where, not long ago, corruption and red-tape would have placed several
barriers to entry on aspiring entrepreneurs like Dr: Elinda Gjata, an OB/
GYN and professor at the Nursing Faculty of the University of Tirana.

“| have never had business experience, and neither has my family," said
Dr. Gjata on the decision to open her private practice. She added that
the idea took shape gradually, but once the decision was made, the reg-
istration and licensing was a straightforward matter. "l thought it would
be an ordeal. Instead the experience was uplifting, and the cost, imagine,
only 100 ALL (about $1). At the National Licensing Center [NLC], the
environment was welcoming, and the staff professional,”

Dr. Gjata remarked.

Both the National Registration Center (NRC) and NLC were estab-
lished during Stage | and Stage Il of the MCC Albania Threshold Program,
to improve Albania’s business environment by reducing corruption in
business registration and licensing, as well as the administration of tax
and public procurements, among others."| had heard stories,” said Dr.
Gjata."l could not believe how easy it proved to be.”

With MCCAZ2 support, the NLC has opened nine one-stop-shop ser-
vice windows outside of Tirana, in Korcé, Shkodér,Vloré, Durrés, Elbasan,
Fier, Berat, Gjirokastér, and Peshkopi, co-located with service windows for
business registration.

Dr. Gjata received the two licenses needed to operate her clinic in a
matter of days at the NLC. Now, for all licenses approved exclusively by
the NLC, the deadlines to obtain the certificate are two to four days.
According to a survey of 900 NLC clients conducted by the non-profit
organization Partners Albania between April and October 2010, the
licensing one-stop shop has significantly reduced the time and effort for
businesses to obtain licenses or permits in Albania. The study also found
that the NLC receives very high marks in terms of users’ level of satisfac-
tion with the overall experience, and the effectiveness, transparency, and
fairness of its services.

According to Dr. Gjata, the licensing reforms that have taken place have
truly simplified things. In addition, through its online portal, the NLC has
brought about a much welcomed change in the access to information
about existing licenses. There is transparency of information about li-
censing,”’ Dr. Gjata remarks.“And this is certainly an asset for businesses.”
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example, in the national secu-

rity, concessions, electricity, oil

extraction, and research sectors),

but the technical justification
for excluding others was weak.
Accordingly, the project worked
with the NLC director, whose
responsibilities include moni-
toring the licensing regime, to
draft an NLC policy paper to
be considered by the Regulatory
Reform Task Force, chaired by
the prime minister. The paper,
submitted in June 2010, recom-
mends that road transport and
construction company business
licenses be included in the
categories and subcategories
that are part of the NLC’s
authority, given its expedited
and more transparent licensing

ALBANIA THRESHOLD PROGRAM / ROLAND TASHO

procedures. It also recom-
mends several legal and regula-
tory reform options to remedy
exceptions, and proposes either
outright elimination or substan-
tial reduction of procedures for
licensing road transport com-
panies. The Regulatory Reform
Task Force is expected to review
and act on this paper.

INSTITUTIONAL
INFRASTRUCTURE AND
CAPACITY-BUILDING
Legal and regulatory reform of
the business licensing regime
was coupled with the mandate
to create and open the new
NLC within the unusually short
timeframe of three months after
enactment of the legislation.
The law envisioned that the

The National Licensing Center
opened on May 9,2009.With

the NLC headquarters and its
regional service windows, the
NLC has processed more than
7,000 documents by project close
and is processing on average 360
applications per month.



NLC would serve as a one-stop
shop for business licensing at
the national level and that,
through improved administra-
tive procedures and controls
supported by e-government
solutions, it would improve both
the quality of business licensing
and transparency in the licens-
ing process. The project was
tasked with making this occur
smoothly and efficiently.

The first institutional challenge
that the project addressed was
operationalizing the NLC in

a compressed timeframe as an
entirely new institution with a
new legal mandate and respon-
sibility for issuing and main-
taining records on thousands

of licenses throughout Albania.
Following enactment of the new
law, the Government of Albania
began renovating office space in
the building where three MCC
Stage I counterpart institutions
are located: the National Regis-
tration Center, Public Procure-
ment Advocate, and National
Agency for Information Society.
While this renovation was
underway and NLC software
was being developed, the project
procured furniture and I'T and
office equipment to ensure the
NLC’s readiness for its June
2009 opening.

Because of the compressed time-
frame, project staff developed
NLC workflow and adminis-
trative procedures during the
initial software development
process. Conducting these tasks
in parallel, the project intro-
duced streamlined and modern-
ized procedures, and then used
the software to train the newly

hired NLC staff in those pro-
cedures. The software features

a publicly accessible register

of all licenses and permits in
Albania, a unified and simpli-
fied license application form,

an online tracking service that
allows businesses to monitor the
progress of their license applica-
tions, and detailed information
about licensing procedures and
criteria. The NLC database is
fully linked with the databases
of the business registration and
tax authorities.

Procedural innovations include
direct requests from the NLC
to line ministries for approv-
als when onsite inspections are
required, eliminating lateral
requests for approvals between
and among them; allocation
of responsibilities to specific
NLC clerks, NLC registrars,
and line ministry clerks and
electronic tracking of their
actions to prevent exchange of
money for services; and impo-
sition of workflow deadlines
for each procedural step as a
measure of staff performance.
Other software features were
added progressively to further
strengthen the quality of the
NLC’s workflow and adminis-
trative procedures and facilitate
electronic reporting of all
licenses and permits to the NLC
Register.

The new Law established silent
consent as a means of enforc-
ing timely processing of license
applications. As implemented
in the processing system,

silent consent deadlines do

not result in the issuance of

a license or permit if the line

BUSINESS LICENSING 33



SUCCESS STORY

Reducing Barriers to Business
Licensing

Majlinda Begiraj is a dynamic businesswoman with
infectious enthusiasm and a forward-looking attitude
that is all about getting things done. Over the past
|5 years, she has built a successful business training
a range of professionals, but all the talk now is about

her new pet project: opening the first two-year cos-
metology school in Albania, which started operations
in March 2010. Opening the school required not
only procuring textbooks and hiring trainers, but also
renewing her operating license, which — thankfully —
proved far easier than Ms. Begiraj expected.

“Terrific staff and a wonderful reception,” said Ms.
Begiraj, describing her experience renewing her busi-
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ness license at the National Licensing Center (NLC),

Majlinda Beqiraj, one of the first Albanian which opened in June 2009 with the assistance of the
women entrepreneurs in cosmetology, says MCC Albania Threshold Program Stage Il. A new one-stop shop for busi-
that the NLC is good news for businesses ness licenses, the NLC is saving businesses time, money, and energy.

in Albania, as it helps ease the administra-

tive burden in licensing and regulate the “The procedures were clear, the requirements straightforward and to
market. the point. | tracked my application online, and once | saw that it was

approved, | visited the NLC to receive my no-time-limit license,” she said.
“Let me tell you, this is such a far cry from before.”

In describing the earlier process of applying for her business license each
year, Ms. Begiraj explained how she used to have to assemble two volu-
minous files, each with copies of all the same documents. ‘It was simply
torture, let alone the cost,” she vented. On top of it all, she had to have
every certificate and diploma issued by her training center stamped by
the licensing authority for them to be valid. “Now, there is no need for
that,” she said."The list of licenses is online, so | tell students to visit the
NLC web site and see GIOAD's license for themselves.”

Ms. Beqiraj is an avid user of the NLC's website, www.gkl.gov.al.

“| can see who is applying for similar licenses, and which are approved,’
she remarked. “This helps me get a better grasp of the market, and eval-
uate the training center's positioning. The NLC is certainly good news for
businesses in Albania.”




ministry requests a delay to
complete its work, but only if
the responsible officials refuse
to take any action. The NLC
software does not automati-
cally issue any license or permit
by silent consent. Instead, the
NLC director, on a case-by-case
basis, may issue a license or
permit administratively after

all other remedies have been
exhausted. The system reminds
the line ministry and the NLC
of impending deadlines for
completion of whatever actions
are required, with adequate time
to correct any previous inac-
tion on the case or request an
extension. During the first year
of operations, the NLC success-
fully utilized these procedures
to limit the number of licenses
issued by silent consent to 2.7
percent of all applications. In
none of these cases were critical
health or safety issues a fac-

tor; most cases (for example,
applications by hairdressing
academies) were localized in the
Ministry of Labor.

The new NLC staff required
extensive on-the-job training in
legal, sub-legal, and administra-
tive requirements governing the
NLC, the 46 categories and sub-
categories of licenses and per-
mits it is currently responsible
for issuing, and the workflow
software and web portal. The
project prepared and conducted
skills-based training in using
the NLC software to record and
process license applications. The
project also delivered a training
and reference manual for daily
use. Weekly working sessions
were held to allow NLC staff

to provide ongoing feedback to

the project on administrative
and IT issues as they arose, to
improve software performance
and resolve glitches.

Another challenge that the
project helped the Government
of Albania confront was extend-
ing NLC services to regions in a
period of budgetary stringency.
The project assisted in conclud-
ing an interagency agreement
between the NLC and the NRC
to ensure that existing service
windows established for busi-
ness registration in regional
locations would also offer licens-
ing services. The effort involved
developing capacities in the
NLC software to allow NRC
clerks in regional sites to provide
services, installing additional IT
hardware and software upgrades
in the service windows, estab-
lishing connectivity through

the government intranet or
(with encryption) the internet,
training NRC regional clerks in
NLC procedures and software,
and informing the public about
the new services. Nine NLC
regional service windows were
established during the first year
of NLC operation. They provide
convenient service and are used
widely; more than two-thirds of
Group III license applications
are submitted through them.

PUBLIC OUTREACH
AND AWARENESS

The NLC was established in
June 2009 with project sup-
port less than five months after
project inception. The opening
ceremony kicked off a successful
and public launch of the NLC,
with speeches by Albania’s prime
minister and the USAID/Alba-
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USAID Mission Director
Roberta Mahoney (left), Prime
Minister Sali Berisha (center),
and MCC Program Officer
Sophia Sahaf (right) dedicate
the National Licensing Center
on June 9,2009.
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nia mission director. The project
then supported development of
NLC communications capacities
and hired a subcontractor to cre-
ate a series of compelling, mul-
timedia messages to businesses
and the public about the NLC’s
improved licensing regime and
system. The project conducted

a series of roundtables to solicit
feedback from the business com-
munity and strengthen NLC
services and contracted civil
society groups independently to
survey business awareness of the
NLC and customer satisfaction
with its services.

The first NLC regional services
became operational in Decem-
ber 2009 in Korca, Shkodra,
and Vlora, with a public event
hosted in Tirana by the Min-
ister of Economy to inform

the public of the availability of
NLC services in those regions.
An additional public event with
speeches by the directors of the

KOMBETARE E LICENCIMIT
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NLC and NRC was hosted in
Elbasan to mark the introduc-
tion of NLC services to six
additional regions.

The project conducted a second
multimedia public outreach cam-
paign in Fall 2010 to boost busi-
nesses’ awareness of the NLC.
The campaign raised awareness
to 71 percent for registered
businesses and 75 percent for
businesses likely to need a license
(primarily businesses engaged

in manufacturing, construction,
mining, or transport).

RESULTS

By the end of June 2010, the
project had achieved virtually
all the Threshold Country Plan’s
objectives with respect to provi-
sion of policy, legal, regulatory,
institutional, and e-government
technical support to the NLC.
The NLC was fully operational
and was widely perceived as a
model of efficiency in providing
government services. Largely



based on this performance,

the prime minister decided to
extend the NLC’s responsibili-
ties to include processing energy
production permits.*

By the project’s close, the NLC
had processed more than 7,000
license applications, with the
volume of NLC activity averag-
ing approximately 360 applica-
tions per month. Processing time
for Group I and II licenses (those
that do not require review by a
line ministry) was reduced from
approximately 42 days before
the NLC opened to an average
of two days (and not more than
three); Group III licenses require
an average of only 15 days. More
than 98 percent of all license ap-
plications were processed within
the statutory timeframe, mean-
ing that the number of licenses
granted through silent consent
was extremely low (2 percent

in December 2010, compared

to the 4 percent measured from
June 2009 to April 2010).

The Albanian public is clearly
pleased with the NLC and the
services it offers. A survey of
approximately 900 NLC clients
conducted by an independent
civil society group found that

92 percent of respondents that
had obtained a business license
solely within the NLC’s purview
said the time required had been
reduced significantly compared
to the previous licensing regime.
Even among those applicants
whose license applications

the NLC had referred to line
ministry authorities for inspec-
tions and approval, 82 percent
said the time required to obtain
their licenses had been reduced
significantly compared with

the previous regime. More than
93 percent of respondents were
very satisfied or satisfied with
their overall experience with
the NLC, taking into account
effectiveness, fairness, transpar-
ency, staff professionalism, and
consistency.

More broadly, the rapid estab-
lishment and successful func-
tioning of the NLC contributed
to tangible results. According to
the World Bank’s 2010 Doing
Business report, which ranks
183 countries, Albania’s overall
ranking improved from 89th to
82nd place in the past year. The
ranking for starting a business
— a measure directly related to
the performance of the NLC —
rose from 68th to 46th place.

4. This extension will be supported by a GIZ technical assistance project, rather than by

USAID.
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The project created the Territorial Planning Register, a state-of-the-art
public portal through which municipalities and citizens can view and
upload construction applications and permits.The images above use
some of the fifty data layers that can be applied over satellite images
from throughout Albania. In the top image, individual parcels are
outlined in red; in the bottom image, planning zones are highlighted

in green (representing high-density residential areas), red (medium-
density residential), and blue (an educational institution).



KEY RESULTS:
TERRITORIAL

PLANNING REGISTER

Territorial Planning Register
established as a web-based
repository for planning and
building codes, guidelines,
and decisions

Secondary legislation

to establish the register
and uniform spatial data
standards drafted, vetted in
five pilot municipalities, and
approved by the Council of
Ministers

Register software designed,
unified online construction
permitting forms devel-
oped, and a GIS database
of territorial plans created

National Territorial Plan-
ning Agency operational
and technical staff trained
in use and maintenance of
the register

More than 100 specialists
from the central govern-
ment and 38 municipalities
trained in posting plans and
decisions on the register

Available territorial plan-
ning information for seven
municipalities converted to
GML format and uploaded
to the register for public
viewing

CHAPTER FIVE

TERRITORIAL
PLANNING

The World Bank’s 2009 Doing
Business report ranked Albania
170th on a list of 183 countries
for ease of obtaining a standard
construction permit. The report
identified 24 steps required to
obtain a permit to build a ware-
house, requiring a total of 331
days (although some steps could
be conducted in parallel).

To streamline permitting, increase
transparency, and reduce cor-
ruption, the MCCA2 program
applied e-government technology
to territorial land use planning
and development control —
specifically, to the processing of
construction permit applications.
The MCC initiatives, conceived
largely as a technical intervention,
were designed to take place in

the broader context of ongoing
reforms in territorial planning.

LEGAL AND
REGULATORY REFORM
Following the collapse of commu-
nism, Albania inherited a complex
land tenure regime with a confus-
ing pattern of property privatiza-

tion and restitution; urban and
land use plans that were outdated,
absent, or widely ignored; and
poorly administered development
controls, resulting in 50 percent
of construction occurring without
permits. Development projects
and construction permits were
typically approved on a case-by-
case basis, often hidden from the
public, creating wide discretionary
authority for planning officials
and opportunities for corrup-
tion. Previous attempts to exert
control over the rapid and chaotic
development of land were based
on centralized approval of urban
plans, with approval of large proj-
ects placed within the authority
of a council headed by the prime
minister.

The Law on Territorial Planning
was developed over a period of
more than two years, culminating
in enactment in April 2009. The
new law mandated that all local
planning authorities must develop
or update their urban and land
use plans by May 2012. It also

provided for the creation of new,
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Up to 50 percent of all new
residential construction during
the last decade was informal
— without legal permits,

and often on government-
owned land.The Territorial
Planning Register that MCCA2
created will reduce informal
construction by making the
permitting process faster and
more transparent.
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unified construction permitting
procedures and forms, with silent
consent deadlines imposed in an
effort to reduce delays that might
create opportunities for corruption
on the part of local authorities
vested with the authority to issue
permits.

The law also authorized establish-
ment of the Territorial Planning
Register, an integrated network
of the decentralized databases of
national and local authorities,
exchange of and public access

to the data they maintain, and
posting for public view of their
planning and development control
decisions. Specifically, the law
required all national and local
authorities to post their urban and
land use plans on the register and
that all development and con-
struction permit applications be
posted for public comment prior
to permit award. Additionally,
the National Territorial Planning
Agency (NTPA) was created with
a mandate to develop the second-
ary legislation needed to imple-
ment the new law and provide

technical support to national and
local planning authorities to fulfill
the new planning and develop-
ment control requirements.

The project provided expert
testimony to the parliamentary
committee charged with drafting
the law. Project staff then provid-
ed a technical review of the draft
secondary legislation to create the
NTPA, developed draft secondary
legislation to establish the register,
and, through an expatriate I'T
consultant specializing in GIS
applications, advised the NTPA
on how to ensure that the draft
legislation conforms with EU
standards. The secondary legisla-
tion establishing the register also
resolved key points left undeter-
mined in the law, such as allocat-
ing responsibility to the NTPA
for maintaining the register and
its technical assistance units in 12
regional administrative centers
(qarks), and projecting the means
by which local authorities would
finance the urban and land use
plans that the new law required
them to post on the register for



public review. It also established
common spatial information stan-
dards conforming to EU norms;
these were vetted by a working
group of donor institutions and
Albanian IT and territorial plan-
ning experts.

The project drafted harmonizing
amendments to other legislation
to establish the NTPA as an
autonomous entity and provide all
Albanian municipalities and com-
munes with access to competitive-
ly awarded grants for integrated
territorial planning. The project
also reviewed and commented on
draft sub-legal acts to establish
planning and development control
regulations.

A key innovation of the project
was the idea that the register itself
should not have administrative
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authority or control over the
information posted on it, which
would interfere with the delegated
responsibilities of local authorities.
Instead, the secondary legislation
defined the register as a public
portal for the uploading, retrieval,
display, and downloading of legal
and regulatory information cre-
ated, administered, and main-
tained by the planning authorities
themselves.

The project signed cooperative
agreements with the municipali-
ties of Fier, Pogradec, Shkodra,
Tirana, and Vlora to serve as pilot
sites, establish the register web
portal on a trial basis, and gain
feedback on the software applica-
tions it would offer. The secondary
legislation that the project drafted
was reviewed and improved
through an extensive consultation

Residential construction in
Albania has boomed since
1991. MCCAZ2’s territorial
planning component worked to
increase the transparency and
efficiency of the construction
permitting process, making the
tasks handled by construction
engineers like Ali Selmani (left)
and Thoma Tasho (right), here
working on a new building

in Tirana, easier and more
predictable.
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with key stakeholders from the five
municipalities, the Association of
Municipalities, and the Ministry of
Public Works, followed by approval
by the Council of Ministers in June
2010. The project subsequently
worked with the five pilot munici-
palities, plus the municipalities of
Durres and Kamza, to upload all
their available territorial planning
data to the register.

The register is a state-of-the-art,
web-based tool that allows the pub-
lic to view GIS data uploaded by
municipalities and selectively over-
lay nearly 50 types of data, such

as individual parcels; electrical,
sewage, and water lines; roads; and
zoning boundaries. Property own-
ers can learn about their parcels
and zones and monitor planned or
in-process construction that affects
them. The register also allows plan-
ning agencies to review develop-
ment and construction permit
applications through a transparent,
accountable, and efficient process.
Once fully deployed, this system
will make Albania an international
leader in using GIS data for urban
planning.

INSTITUTIONAL
CAPACITY-BUILDING

As a newly created institution with
a new director and staff, the NTPA
faced significant limitations on its
absorptive capacity. As the project
moved forward with planned sup-
port to the Government of Albania
to establish and operate the register,
including an online system to track
construction permitting, it be-
came necessary to help the NTPA
confront a series of institutional
constraints so that project results
could be achieved.

The project provided senior legal

and technical support for detailed
budgeting over a five-year plan-
ning horizon so the NTPA could
begin to conduct its core function
of providing technical assistance to
national and local planning author-
ities. The project also provided the
NTPA with specialized I'T equip-

ment, software, and furniture.

The project submitted an action
plan for establishment of the
register to the Ministry of Public
Works. The plan allocated insti-
tutional roles and responsibilities,
identified specific activities and
tasks to be performed by the proj-
ect and its counterparts, and laid
out an implementation schedule.

The project trained staff in the five
pilot municipalities in using initial
versions of software applications
that would become the register
web portal, and then refined and
extended the software based on
those field tests. The project devel-
oped data structure and standards,
software tools, and manuals for

the conversion and uploading of
spatial information into the register
web portal, and trained staff of the
national planning authorities and
pilot municipalities in their use.
‘The project also supported a work-
ing group tasked with developing
streamlined and unified municipal
construction permitting procedures
and forms in line with the new law.

The NTPA faced a major challenge
in rolling out training to the 420
municipalities and communes that
were required to start posting their
planning and development control
decisions on the register as of
September 2011. To confront this
challenge, the project trained a core
team of six NTPA technical staff as
trainers and assisted them in devel-
oping and implementing a com-



prehensive program to train more
than 300 municipal planners in
the target municipalities on posting
their decisions on the register web
portal. By project close, the NTPA
and the project had trained more
than 100 of these planners.

PUBLIC OUTREACH AND
AWARENESS

The project conducted high-

profile public signing ceremonies
with mayors of the four pilot
municipalities outside Tirana to
build awareness of the NTPA and
the new planning regime; it also
conducted workshops with local
stakeholders, with the participation
of the Association of Municipalities
and the Ministry of Public Works.
The project also helped build the
NTPA’s public outreach capabilities
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by assisting it to develop appropri-
ate messages to planning authorities
and stakeholders about the imple-
mentation of the new Territorial
Planning Law and its requirement
to post planning and development
control decisions on the register.

RESULTS

By the end of 2010, the Territorial
Planning Register was established
as a web-based repository for
planning and building codes,
guidelines, and decisions, with
approved secondary legislation es-
tablishing the register and uniform
spatial data standards. The NTPA’s
technical staff and more than 100
specialists from the central govern-
ment and 38 municipalities were
trained in using and maintaining
the register.

Urban planning specialists

from Albanian municipalities
receive hands-on training on the
Territorial Planning Register
software.The project trained
more than 100 planning officials
from 38 municipalities.
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At a regional roundtable organized by the Coalition in Support of

the Administrative Courts, business representatives signed a petition
calling on Parliament to enact the Administrative Courts Law. More
than 1,000 businesses had signed the petition by the end of the project.



KEY RESULTS:
ADMINISTRATIVE
COURTS

Nine training courses de-
veloped for administrative
judges and court staff

State-of-the-art, web-
based case management
system developed

Manuals for the judiciary
on budget planning and
document management
written

Staffing assessment con-
ducted

Recommendations made
for IT architecture and
court facilities

Secondary legislation
drafted to increase judicial
efficiency and effective-
ness

CHAPTER SIX

ADMINISTRATIVE

COURTS

Administrative law governs how
states exercise their lawfully
delegated powers. In practice,

it regulates legal interactions
between citizens and their
government. In administrative
cases, the government is always
the defendant. Judges in many
countries find the task of acting
as a check on governmental
power challenging; the chal-
lenge only increases in countries
with developing judiciaries. In
Albania, administrative cases
are handled in the general juris-
diction courts, which often take
a year or more to resolve them.
The value of all administrative
cases currently being heard is
conservatively estimated by

some Albanian business as-
sociations at more than $500
million, a significant sum in
a country the size of Albania.
These delays and costs deter
foreign investment and stifle
economic growth.

To address these problems, Al-
bania sought to create a system
of specialized administrative
courts and provide an efficient
venue in which its citizens and
businesses could seek redress in
disputes with the government
related to taxes, pensions, busi-
ness registration, and other mat-
ters. The project’s administrative
courts component, designed to
help create these courts, was
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predicated on the assumption
that the law establishing these
new courts would have passed
by or shortly after project start-
up. However, by the closing
months of the project, it still
had not passed. The highly
politicized environment preced-
ing the June 2009 Parliamen-
tary elections, the opposition
party’s six-month Parliamentary
boycott after the election, and
the Parliament’s inability to
resolve the post-election impasse
prevented passage of any law
requiring a three-fifths majority
of votes (including the draft ad-
ministrative courts law and 15
other justice-sector reform laws).
The U.S. Embassy ultimately
chose to withdraw funding for
the component in the project’s
final months.

For much of the project’s dura-
tion, working on the assump-
tion that the law would pass,
the project focused on design-
ing and developing the systems,
tools, and resources that would
be needed to establish the
administrative courts. While
the law did not pass in time for
the project to help establish the
courts, the many products it
developed for the judiciary add
value in the law’s absence and
will prove invaluable when the
political impasse is resolved and
passage occurs.

PURSUING LEGAL AND
REGULATORY REFORM
When the project began in early
2009, the draft Administrative
Courts Law was under discus-
sion in Parliament’s Law Com-

mittee. Members of the project’s
courts team served on an expert
working group formed by the
committee as it discussed,
revised, and sought consensus
on the draft law throughout
the spring of that year. During
a series of intensive sessions,
project experts offered substan-
tive advice to the working
group on the law’s content

and helped bridge the divide
between the Ministry of Justice,
High Council of Justice, and
the two main rival parties.
These efforts resulted in a final
version of the law that was sent
to Parliament’s plenary session
for final approval. However,

the law failed to pass because
the opposition staged a walk-
out of Parliament to protest an
unrelated issue.

The project took advantage of
the delay in passage to coor-
dinate with the Organization
for Security and Co-operation
in Europe and the European
Union to propose a set of stan-
dardized revisions that would
further improve the law and its
compliance with international
(primarily European Union)
standards. Nonetheless, the law
remained a victim of the heated
political climate and failed to
pass during repeated Parlia-
mentary sessions. At the same
time, the project’s work — in
partnership with Albanian and
international colleagues — re-
sulted in a draft version of the
law and several useful revisions
that are ready to be discussed
and approved once a Parliamen-
tary quorum is in place.



MCCAZ2 developed a new state-
of-the-art, web-based case
management system for the future
administrative courts.This user-
friendly system will help replace
the paper registry of civil cases
that include the administrative
ones, as seen here in the Tirana
District Court.

Once the law passes, a vari-

ety of sub-legal acts will be
needed to enable the proper
and efficient functioning of the
new courts. Anticipating this
need, during the project’s first
year, project staff conducted an
intensive analysis of the related
Albanian laws and identified
inconsistencies, contradictions,
and gaps requiring amendment.
Project staff then prepared
legal analyses for the Minis-
try of Justice and the High
Council of Justice and, with
their agreement, drafted several
documents identified by the
legal review. In particular, the
project drafted five pieces of
secondary legislation focused on
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the internal functioning of the
courts, including their organi-
zational structure, court staff
job descriptions, and rules and
procedures for internal court
operations. The project also
drafted budget planning and
document management manu-
als, conducted a detailed assess-
ment to ensure proper staffing
levels in the future courts, and
prepared recommendations on
the physical facilities and I'T
networks of the future courts.

The secondary legislation

was drafted with the planned
administrative courts in mind,
but was revised to apply to the
court system as a whole once it
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SUCCESS STORY
A partnership that means business
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For AmCham’s Executive Director, Floreta

Luli-Faber, the successful partnership with
MCCAZ is not just about meeting existing
needs, but also about working on new

activities to reach common goals.

The American Chamber of Commerce in Albania (AmCham), which
celebrated its tenth anniversary in 2010, is recognized as an effective
advocate for public administration reform in Albania. As a result of
their partnership with the Millennium Challenge Corporation Albania
Threshold Program Il (MCCA2), AmCham has increased their capacity
and become more effective in their work.“Thanks to this cooperation,
AmCham has had the opportunity to explore new avenues in fulfilling
its commitment to improve Albania’s business climate, and enhance the
quality, effectiveness, and transparency of services for the business com-
munity,” says AmCham'’s Executive Director; Floreta Luli-Faber.

MCCA2 has implemented a diverse set of activities to boost the capaci-
ties of Albanian civil society organizations (CSOs) like AmCham and
other organizations that are often on the front lines of advocating for
governmental modernization and reduced corruption. MCCA?2 pro-
vided CSOs with customized group training and individual mentoring to
bolster their advocacy capabilities. MCCAZ2 also supported an innova-
tive and original advocacy effort in Albania to push for passage of a key
piece of legislation."AmCham’s active contribution to the Coalition in
Support of Administrative Courts has been, and is, a valuable experi-
ence,”’ remarks Ms. Luli-Faber.“This Coalition of 35 business associations
and other CSOs, made possible with technical assistance from MCCAZ2,
has brought together for the first time all the key players under one
umbrella, providing an essential contribution in promoting group work.”

In addition to advocacy work, several MCCA2-supported CSOs —
including AmCham — conducted intensive studies to monitor the key
reforms implemented by both the Stage | and Il MCCThreshold Pro-
grams in Albania, thereby building their own monitoring capabilities and
performing a vital watchdog role to ensure the sustainability and impact
of the reforms implemented by the Threshold Programs.“Monitoring the
Electronic Procurement System [developed by the Stage | Program] has
given us the opportunity to further develop the capacity and expertise
to monitor the work of public administration,” says Ms. Luli-Faber. As a
resutt, AmCham is an active participant in the Tax Council, a consultative
forum on tax administration between the Albanian government and the
business community that was established with MCCA2 support.

Thanks to MCCAZ2's support, Albanian CSOs like AmCham have new
tools to continue advocating for increased governmental transparency,
efficiency, and effectiveness.



became clear that the law would
not pass. The legislation — if ad-
opted by the Ministry of Justice
— will ensure that the courts
operate at peak performance

and meet their stated goals of
efficiency and transparency.

BUILDING
INSTITUTIONAL
CAPACITY

Judges in Albania rotate among
court sections (including the
administrative, family, and
criminal sections) every one

to two years. As a result, it

is difficult to develop a true
specialization in administra-
tive law. MCCA2 addressed
this challenge by designing a
suite of training courses for the
judges and staff of the future
administrative courts and the
public and private lawyers

who will interface with them.
Working closely with Albania’s
judicial training center — the
Magistrate School — project
experts developed nine courses
to build practitioners’ ability to
understand and properly apply
administrative law. The courses
cover the new administrative
courts law, administrative jus-
tice, court administration and
the organization of the new
courts, the new case manage-
ment system (discussed below),
public administration, taxes,
the NRC, public procurement,
and the NLC.

The project intended to use
these courses to train the newly
appointed judges and staff

of the administrative courts.
However, in the absence of the

law, the project transferred the
completed training courses

to the Magistrate School. The
courses are sustainable mod-
ules that the school can easily
incorporate into its initial or
continuous judicial training
programs.

One of the project’s main
contributions under the courts
component was the develop-
ment of a new state-of-the-art,
web-based case management
system for the future admin-
istrative courts. This user-
friendly system accommodates
the entire case flow for trial and
appellate courts and enables
the transfer of electronic case
data to and from Albania’s
High Court. Key features that
boost transparency and ac-
countability include automatic,
random assignment of cases to
judges immediately upon case
registration, an online docket
that displays case events in
real time, and a user-friendly
public portal where visitors
can search case data and view
decisions. The system also
produces reports and statistical
data required by the Ministry
of Justice and High Council

of Justice, such as disposition
times and clearance rates.

The project’s courts team
developed the system with
counterparts and conducted 15
interactive tests with Ministry
of Justice staff, judges, and staff
from numerous courts. These
sessions generated useful feed-
back that enabled the project

to further improve and tailor
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the system to meet the specific
needs of Albania’s courts.

By the end of the project,

the system had not yet been
deployed because of the delay
in passage of the Administra-
tive Courts Law. However, the
Government of Albania now
has an effective, reliable, and
easy-to-maintain case man-
agement system that includes
updated security features,
utilizes software development
best practices, and provides all
of the functionality required
by the Ministry of Justice. The
system can easily be upgraded
as needed in the future and is
ready to be deployed within the

ALBANIA THRESHOLD PROCRAM / ENI GJINA|

administrative courts as soon as
the law passes.

GENERATING PUBLIC
AWARENESS

The project’s main public
outreach activity in the courts
component was an unexpected
one. Instead of implementing

a national campaign to edu-
cate Albanian citizens about
the new administrative courts
once they opened, the project
devised an innovative approach
to address the political impasse.
The project helped establish

a coalition of 35 Albanian
business associations and civil
society organizations (CSOs),
the Coalition in Support of

Judges, court staff, experts

from the Ministry of Justice,

and judges-in-training from

the Magistrate School helped
the project tailor the case
management system to the
needs of Albania’s courts.

For one of |5 interactive test
sessions, the project organized a
mock courthouse complete with
judges’ chambers, secretaries’
offices, and a courtroom. In
these settings, counterparts
role-played various profiles in
administrative court cases.



the Administrative Courts, to
advocate for the law’s passage.
This group elevated and main-
tained the profile of the issue in
the media, business communi-
ty, and Government of Albania.

The creation of this coalition
marked the first time in Alba-
nia’s history that such groups,
many of which are competi-
tors in other arenas, united to
advocate for a legislative act.
The project supported the
coalition by providing thought
and organizational leader-
ship; training its members in
coalition-building and advo-
cacy; and providing resource
and public education materials,
including printed materials
with a logo and theme. Project
staff also helped plan, organize,
and implement roundtables in
each of Albania’s 12 regions to
educate the business communi-
ty and public on the draft law
and generate media coverage.
The events were attended by
more than 350 representatives
of the business community,
CSOs, and local governments,
and generated considerable
positive coverage in the local
and national media. The project
also created a web site for the
coalition to further elevate

the courts issue, educate the
public, and motivate support
for the administrative courts.
By the end of the project, more
than 1,000 people had signed a
petition in favor of enactment
of the law.

RESULTS

Parliament’s failure to pass the
draft law was an unexpected
disappointment that prevented
the project from performing
some of its planned activities,
including procuring IT hard-
ware for the courts, training
judges and court staff, and es-
tablishing a public unit within
the new courts.

At the same time, the project’s
energetic emphasis on design-
ing every possible tool or
resource in the law’s absence
benefitted the project’s counter-
parts in several ways. The suite
of training courses delivered

to the Magistrate School will
enrich the knowledge, skills,
and abilities of members of the
judiciary who currently adjudi-
cate administrative disputes, as
well as those who will serve in
the new courts. The case man-
agement system will provide

a state-of-the-art, secure, and
transparent tool that enables
the administrative courts to
manage their internal opera-
tions efficiently and effectively,
and the secondary legislation
and manuals developed by the
project will rationalize and
update court administration.
The Coalition in Support of
the Administrative Courts

set a new standard for public
advocacy. Finally, the project’s
efforts to improve the draft law
leaves strong legislation await-
ing enactment when political
conditions improve.
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MCCAZ2 delivered tailored classroom training and on-the-job
mentoring to Albanian civil society organizations to increase their
advocacy capacities, such as this training on using information
technology tools for advocacy.



KEY RESULTS:
CIVIL SOCIETY

Advocacy capacity of
Albanian CSOs increased
through training and tech-
nical assistance

Six monitoring studies
on the progress of MCC
program reforms produced

770 CSO members
involved in monitoring or
advocacy activities

CHAPTER SEVEN

CIVIL SOCIETY
ADVOCACY AND
MONITORING

CSOs can play important
monitoring and advocacy roles
in anticorruption projects such
as MCCA2. Their public voice
and scrutiny of reform efforts
can hold governments account-
able and help prevent or limit
backsliding. MCCA2 adopted a
multi-pronged approach to work-
ing with CSOs that focused on
building their capacity through
training and technical assistance
and engaging them to monitor
project-supported reforms. These
activities strengthened the CSOs
and helped ensure that project-
supported reforms are sustain-
able and achieve their greatest
possible impact.

DEVELOPING CSO
ADVOCACY CAPACITY
At the project’s beginning, proj-
ect staff worked with a subcon-
tractor, the Institute for Sustain-
able Communities, to assess the
advocacy capacity of 30 CSOs
throughout Albania. The assess-
ment, based on USAID’s Advo-
cacy Index, helped the project
team identify each CSO’s needs,
develop a customized technical

assistance program, and establish
a baseline Advocacy Index score
for the group — 3.6 out of a
possible total of 5.0.

The project then delivered
specific training to build each
CSO’s ability to advocate for
the types of anti-corruption
initiatives it supported. Training
topics included understanding
and maximizing the advocacy
campaign cycle, using I'T tools
to advocate effectively, and
monitoring and incorporating
advocacy campaigns and out-
comes. The project also provided
intensive on-the-job mentoring
to five leading business associa-
tions’ to increase their advo-
cacy capacity. This program of
tailored technical assistance and
training earned high marks from
the CSOs that benefitted from
the support. A representative of
the Professional and Business
Women’s Association reported,
“The three advocacy trainings
organized by MCC have helped
us a lot in our work. The train-
ings helped us provide good

and effective management of

an advocacy campaign for the

5. The Professional and Business VWomen Association, Albanian Agribusiness Council Steering
Committee, American Chamber of Commerce, Konfindustria/Albanian Industry Center, and
Chambers of Commerce and Industry of Albania
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TRAINING INSPIRES A
NEW HUMAN RIGHTS
WEB SITE AND BLOG

The MCC Stage Il Program'’s
advocacy assessment and “Tech-
nology Tools™ training inspired
the KRIIK-Albania Association
to consider creative new ways
to mobilize its existing profes-
sional resources for innovative
advocacy. Shortly after the
training, which KRIIK leadership
said “opened the door” for new
projects, KRIIK established a
new web site and blog on hu-
man rights issues in Albania. The
association plans to develop its
web site into “the main portal”
on human rights issues in Alba-
nia, linking it with all public and
nongovernmental institutions
dealing with human rights issues.

rights of women in business,
encouraging us to open a new
branch in the city of Durres...ac-
complishing an advocacy project
to help artisans.....and opening a
Facebook page.”

MCCA2 conducted a final
advocacy capacity assessment at
the end of the project to assess
the impact of the project’s inter-
ventions. After 18 months, the
CSOs’ overall Advocacy Index
score had increased from 3.6 to
3.8, a modest yet laudable in-
crease during a short timeframe.

MONITORING STAGE

| AND Il ANTI-
CORRUPTION REFORMS
Both stages of the MCC
Threshold Program in Albania®
implemented innovative anti-
corruption reforms based on
international best practices and
often employing state-of-the-

art e-government technologies.
These reforms reduced op-
portunities for corruption and
increased the transparency,
accountability, and efficiency of
government-to-business services.
They quickly earned appreciation
and supporters. However, the
sustainabiity of reforms is not
guaranteed; MCCA2 recognized
the value of watchdog organiza-
tions in monitoring the progress
of the reforms, preventing back-
sliding, and holding the govern-

ment to its commitments.

Adopting a novel approach to
this task, the project engaged
Albanian CSOs to monitor the
reforms. With close supervision
and extensive capacity-building
provided by the project, this
approach resulted in effec-

tive monitoring initiatives and

strengthened the CSOs’ ability
to continue performing this
important public service in the
future.

The project sponsored six distinct
initiatives (described below) to
monitor the performance of sys-
tems and institutions that were
created with the support of both
stages of the MCC Threshold
Program. The project carefully
designed and closely supervised
each initiative; it also provided
ongoing technical assistance and
mentoring to ensure objectivity
and accuracy in data collection
and analysis. The monitored
counterpart institutions used the
information and analyses pro-
duced by the studies to improve
their operations. High-level Gov-
ernment of Albania authorities
praised the studies and helped
publicize and promote their find-
ings. The monitoring initiatives
addressed the following reforms:

1. Tax e-services. From Janu-
ary to March 2010, the Insti-
tute for Development Research
and Alternatives conducted
face-to-face interviews with

199 businesses, followed by 40
in-depth interviews with us-

ers and non-users of electronic
tax services. Among other key
findings, the research found that
87 percent of the businesses that
regularly downloaded tax forms
had never had problems with
this procedure, and 73 percent
of the interviewed businesses
that used e-filing considered the
process easy or very easy. Lack of
trust and lack of reliable internet
connections emerged as the two
main reasons for not using e-
filing; these problems were cited
mostly by very small businesses.

6. Stage |,2006 to 2008; Stage I, 2009 to 201 |
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GRAPH 1.2
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“The MCC subcontract to
monitor electronic tax services
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Based on this information, the
GDT proceeded with its plans to
require medium-sized and large
businesses (those subject to VAT
and profit taxes) to e-file.

2. The Electronic Procurement
System (EPS). Developed dur-
ing the Stage I program, the EPS
brought Albania’s public procure-
ment system into the electronic
age. Albania became the first
country to develop an obligatory
electronic procurement system
for 100 percent of all public-sec-
tor procurements above €3,000.
The United Nations 2010 Public
Service Awards program recog-
nized Albania with second prize
(Europe and North America
category) for its contribution to
improving transparency, account-
ability, and responsiveness in the

public sector in developing the
EPS.

% of responses

The American Chamber of
Commerce in Albania assessed
the EPS’s costs and benefits for
the business community, public
administration, and the public
at large and ways to improve its
effectiveness, user-friendliness,
and transparency. The study con-
ducted interviews with 300 users
in February and March 2010,
followed by 21 in-depth inter-
views with procurement special-
ists from contracting authorities
and two focus groups. Among
other key findings, the research
found that 63 percent of the
businesses that had used the EPS
rated the overall system capac-
ity and features as very good or
good, and 82 percent reported
that their costs for electronic
procurement procedures were
lower than for paper-based pro-
curement. Contracting authori-

ties reported that the EPS had
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increased procurement efficiency,
improved communication with bid-
ders, reduced purchase prices and
administrative costs, and increased
transparency. The research also
uncovered the need for improved
infrastructure and internet services
and more training for contracting
specialists.

3. The National Registration Cen-
ter. The establishment of the NRC
in Stage I dramatically improved
the business registration process in
Albania. The ranking of Albania in
the World Bank’s Doing Business
report’s ease of starting a business
category jumped from 68th to
46th. With service windows in 29
municipalities, the NRC remains
the flagship MCC reform.

From November 2009 to April
2010, Partners Albania conducted
exit interviews with 1,014 registra-
tion applicants, 50 in-depth inter-
views with NRC and tax authority
staff and representatives of munici-
palities, and several follow-up focus
groups. The findings showed a high
level of satisfaction related to the
overall performance of services, with
more than 90 percent of respon-
dents rating the NRC as good or
very good. The NRC web site was
rated highly on quality of informa-
tion, clarity, and ease of use. Most
applicants reported that they spent
less than 30 minutes at the NRC
applying for service and received the
information or certificate with one
repeat visit the following day. The
municipal service windows were
rated as highly as the headquarters
facility on most services, with the
exception of handling of complaint
procedures. Partners Albania had
conducted a similar study in 2008
during Stage I, several months

after the NRC opened. During the
period between the studies, NRC
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management addressed all deficien-

cies and recommendations noted in
the 2008 study.

4. The National Licensing Cen-
ter. From April to October 2010,
Partners Albania conducted three
telephone surveys of NLC appli-
cants, reaching a total of approxi-
mately 900 businesses. The surveys
were followed by focus groups that
included some of the telephone
survey participants. Among other
key findings, the study found a
generally high level of satisfaction
with NLC performance, with some
key indicators improving over time.
More than 95 percent of applicants
characterized application procedures
as clear or very clear. NLC manage-
ment aggressively addressed the
deficiencies noted in the first survey.
As a result, the third survey revealed
that the number of applicants who
needed to make only one visit to
obtain licenses had increased from
30 to 65 percent for Group I and II
licenses, and from 27 to 53 percent
for Group III licenses (see discus-
sion in Chapter Four).

5. Taxpayer services and process-
ing. The Stage I Threshold program
helped establish a modern Taxpay-
ers’ Service Center at the GDT of-
fices in Tirana in 2007. During the
first year of the Stage II program,
the project expanded and improved
taxpayer services (TPS) in all of the
regional offices, with the objective
of reducing direct contact between
taxpayers and processing inspectors,
thereby reducing opportunities for
corruption, increasing transparency,
and improving services to taxpayers.
To assess the impact of the changes
to taxpayer services and process-
ing and identify further areas for
improvement, the Institute for
Economic and Legal Consulting
conducted a six-month monitor-



ing study including interviews and
focus groups with taxpayers and tax
officials. Among other key findings,
the study found that 69 percent

of the interviewed taxpayers were
aware of TPS and its services; 82
percent of taxpayers who had used
TPS services stated that the infor-
mation and assistance provided

by the TPS staff was accurate; 62
percent of the interviewees prefer
to conduct all business in a TPS
center and meet with any available
inspector on a first-come, first-
served basis in the event they have
to make a visit to the tax office; and
76 percent of the surveyed subjects
would prefer to conduct all busi-
ness with the tax authority by mail
or e-mail, provided that the system
could be redesigned so that no
direct personal contact with a tax
inspector is necessary. The project
incorporated the results of the study
into the design of the new Tirana
TPS Center and the redesign of the
tax compliance certificate issuance
process.

6. The Procurement Advocate.
Established in 2007, the Procure-
ment Advocate has become an
important watchdog institution for
the public procurement process.
The role of the Advocate in promot-
ing competition and transparency,
especially relating to preparation of
tender specifications, has comple-
mented the role of the EPS, which
exercises control over the subse-
quent stages of the tender process.
From September 2010 to January
2011, the Center for Development
and Democratization of Institu-
tions conducted a study including
interviews and focus groups with
bidders, contracting authorities, and
staff of the Procurement Advocate’s
office, along with desk research, to
assess the Procurement Advocate’s
impact and effectiveness. The study

identified needed clarifications in
the authority and responsibilities
of the Procurement Advocate as a
result of the establishment of a new
procurement review institution, the
Public Procurement Commission,
in 2009.

The project shared the findings of
each initiative with its Govern-
ment of Albania counterparts and
publicized them widely in the
media and the business and donor
communities.

RESULTS

MCCAZ2’s multi-faceted civil
society advocacy and monitoring
activities improved the capacity

of Albanian CSOs to advocate for
reforms and helped solidify the
sustainability and effectiveness of
program-supported reforms. Thirty
Albanian CSOs received tailored
training, technical assistance, and
mentorship. The groups’ advocacy
capacity increased during the life
of the project, thanks in large part
to project interventions. These
groups are now better positioned
to continue fighting for important
anti-corruption reforms that will
help propel Albania’s further mod-

ernization.

Likewise, the six monitoring
initiatives conducted by CSOs
with project support helped these
organizations grow and build their
capacity to conduct similar, inten-
sive monitoring activities in the
future, while shining a spotlight on
the reforms supported by the Stage
I and II Threshold programs. Each
study produced valuable findings
that are being used to further
improve the performance of each
system or institution and build
constituencies of users who will
demand continued improvement in
service delivery.
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MCCAZ2 used press conferences and public events to highlight
significant reforms or report launches, including the release of the
monitoring report for the electronic procurement system.



CHAPTER EIGHT

BEST PRACTICES AND

LESSONS

A number of lessons learned
from MCC Stage I proved valu-
able elements of the implementa-
tion approach in Stage I1I:

¢ Plan and conduct initiatives in

parallel;

* Take calculated risks using
carefully crafted experiments;

* Stimulate demand for im-
proved public services through
media campaigns;

* Use deadlines imposed by
public events to focus atten-
tion on work plan tasks;

¢ Test systems extensively with
small groups before rollout;
and

* Transfer ownership of initia-
tives to beneficiaries as soon
as value and feasibility are
demonstrated.

The results of the anti-corruption
through technology initiatives
undertaken in Stage II reinforced
these key lessons.

Stage II experiences also en-
riched the body of knowledge
regarding achievement of maxi-
mum impact and sustainability
when the government operates
in crisis mode and cannot focus
adequate attention on reform
efforts. The project introduced
some new practices that proved
successful in the special circum-
stances it faced during Stage I1I.

LEARNED

Empower civil society
organizations as watchdogs
and reform advocates,
using contracts for
monitoring studies and
support for advocacy
efforts

These organizations will then put
pressure on the government to
continue with reforms.

Publicize and promote
project successes to help
build sustainability

Like the example above, publiciz-
ing project successes and innova-
tions (such as e-filing or the new
tax denunciation system) helps
build legions of new supporters
and makes backsliding more

difficult.

Convert key stakeholders
into virtual counterpart
organizations when desig-
nated counterpart institu-
tions do not function as
planned

For example, because the NTPA
was not staffed until a year after
the Law on Territorial Planning
was enacted, pilot municipalities
vetted the register and the second-
ary legislation enabling it. Simi-
larly, in the absence of legislation
creating administrative courts,
the Magistrate School reviewed
the training courses the project
developed for the courts, and the
case management system was
tested directly at existing courts.

Transform government
crises into positive
motivators to advance
project goals

The shortfall in projected gov-
ernment revenues presented an
opportunity to expand e-filing,
as well as to streamline the pay-
ment processing system.

Create alliances and
synergies between
counterpart institutions
(for example, NRC and
NLC)

Sharing facilities and equip-
ment as well as information can
benefit both institutions. It is
easiest to undertake cooperative
efforts when both institutions
report to the same government
ministry.

Allocate and sequence
local procurement
resources both
strategically and tactically
to keep counterparts’
attention focused on
reform efforts

Purchasing furniture and
equipment for new programs
only when they have been
approved and staffed moti-
vates directors of counterpart
institutions to follow through
on program creation and, at
the same time, ensures that the
commodities will be used for
their intended purposes.
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Expanding Albania’s e-government solutions will require building the
capacities of local IT professionals to implement and support the

new systems. In the photo here, IT Director Edmond Pelushaj of the
National Licensing Center explains the functionality of the NLC’s new
system to a colleague.



CHAPTER NINE

RECOMMENDATIONS

The Government of Albania and
its donors should plan to support
the sustainability of the MCCA2
systems while continuing the
automation of government-to-
business services. The following
recommendations are intended
to guide the growth of e-govern-
ment in Albania.

I. Continue to expand

e-services to business

using parallel structures

and linkage of systems
The widespread use of existing
e-systems (registration, licens-
ing, e-procurement, e-tax fil-
ing) has now trained an entire
generation of entrepreneurs
and managers to interface
with government electroni-
cally. Therefore, the costs of
developing and promoting
new systems will progressively
decrease.

2. Fund and manage
development of initial
releases of e-systems;
then rely on counterpart
institutions to fund and
manage system upgrades
After the Stage I project devel-

oped the initial e-government
systems, counterpart institu-
tions continued to develop
them, working directly with
Albanian IT developers. This
effective process serves as a
model for the future.

3. Establish permanent
mechanisms for obtaining
regular feedback from
business associations and
civil society organizations
on public administration
and government services
to business.
The Tax Consultative Council
and CSO subcontracts dem-
onstrated system users’ capac-
ity to deliver unbiased analyses
and recommendations related
to system improvement.

4. Budget adequately for

continued operation of

systems
Although e-systems are mostly
paperless, they require resourc-
es for system maintenance,
internet and telephone service,
tuel for backup generators,
printing of certificates, and
other requirements.

RECOMMENDATIONS 6l
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Administrative Courts

FY 2009
Performance Indicator Name End B'ase-
Result line
Quarter Q2 Q3 Q4
ADMINISTRATIVE COURTS COMPONENT |
111 Target n/a n/a n/a
Days to resolve administrative 100 134
case (from registration) Actual nla nla nla
Internal analyses
1.1.2 Target n/a of legal frame- AC Law passed
Number of administrative cases 40 0 work completed
resolved by the Administrative
Court Actual n/a Yes No
Ministry of
Justice approves 10% of CMS
Target nla initial case man- developed
1.1.3 g agement system
Percent of case files that are 60% n/a (CMs) f‘f“Ct'on'
. alities
retrievable and complete
Actual n/a Yes Yes
Initial 10 draft q
syllabi submit- Fi';istti;r;::se:f
1.3.1 Target n/a ted to the Mag- R -l
Percent of Administrative 90% nla istrate School oped
Court judges who pass post- N for approval
training tests
Actual n/a Yes Yes
Initial. Io dra.ft First drafts of
STl initial three
1.3.2 Target n/a ted to the Mag- courses devel-
- istrate School d
Percent of lawyers who pass 90% n/a for approval =
post-training tests
Actual n/a Yes Yes
1.4.1 Target n/a n/a n/a
Percent of Tirana businesses o
aware of the new Tirana Admin- 75% n/a
istrative Court system Actual n/a n/a n/a
1.4.2 Target n/a n/a n/a
Percent of partl‘es of |nferest 60% n/a
who have trust in the Tirana
Administrative Court Actual n/a n/a n/a
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2010 2011
Notes
Ql Q2 Q3 Q4 Ql Q2
e LS kL 2l Ll L Activities concluded on
December 31,2010 af-
n/a n/a n/a n/a n/a n/a ter non-passage of law
Secondary legis- | Internal rules
lation approved of the Tirana
o 25 35 40 40
by Ministry of AC estab- Activities concluded on
Justice lished December 31,2010 af-
ter non-passage of law
No No n/a n/a n/a n/a
35% of CMS 75% of CMS
developed developed 45% 55% 60% 60%
Activities concluded on
December 31,2010 af-
ter non-passage of law
Yes Yes n/a n/a n/a n/a
Five additional
training courses 90% 90% 90% 90% 90% L
developed Activities concluded on
December 31,2010 af-
ter non-passage of law
Yes n/a n/a n/a n/a n/a
Five additional
training courses 90% 90% 90% 90% 90% .
developed Activities concluded on
December 31,2010 af-
ter non-passage of law
Yes n/a n/a n/a n/a n/a
n/a n/a 25% n/a 75% 75%
Activities concluded on
December 31,2010 af-
ter non-passage of law
n/a n/a n/a n/a n/a n/a
n/a n/a 20% 50% 60% 60% .
Activities concluded on
December 31,2010 af-
ter non-passage of law
n/a n/a n/a n/a n/a nla
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Tax Administration

FY 2009
Performance Indicator Name End B?,se-
Result line
Quarter Q2 Q3 Q4
TAX ADMINISTRATION COMPONENT 2
2.1.1 Target n/a .755% .740%
Labor cost as a percentage of T15% | .765%
revenue collected through GDT Actual 0.765% 0.812% 0.885%
212 Target nla 945% 930%
Operating costs as a per- 876% | .956%
centage of revenue collected
through GDT Actual .956% 1.107% 1.175%
2.2.1 Target n/a n/a n/a
Number of tax evasion cases
. s . 16 n/a
referred from investigation di-
rectorate to prosecutor’s office Actual n/a n/a 75
2.2.2
Number of tax corruption e = = 2
cases referred from internal 9 n/a
investigation unit to prosecu- Actual nla nla 0
tor’s office
The building for
2.3.1 Target nla the Tir;naTax- Reconst;'utctjion
Percent of businesses aware 65% nfa [Pey/E EEATIEE complete
of the Taxpayer Assistance ° Center selected
Centers
Actual n/a Yes Yes
2.4.1 Target 82% 83% 84%
Percent of tax returns gener- 90% 80.6%
ated through e-services Actual 84.2% 93.2% 96.03%

7. Fifty-one new tax evasion cases referred to the Prosecutor’s Office this quarter.

8. The Internal Investigation Unit reviewed and processed | | cases out of |6 received this quarter It concluded in three

proposals for termination, nine administrative measures, and two referred cases to the Prosecutors’ Office.

9. Starting in January 2010, the Albanian government mandated e-filing for all taxpayers who file VAT returns (businesses with

gross receipts in excess of $50,000 per year). Taxpayers who normally downloaded two copies (to keep one for their records)

are now e-filing (a single event), so the overall volume of declarations downloaded and e-filed (numerator) as a percent of total

return serial numbers issued (denominator) began dropping in Q2 2010 when the e-file mandate became universal. A total of

5,913 more VAT returns were e-filed this quarter compared with the previous one, while none were downloaded.
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2010

2011
Notes
Ql Q2 Q3 Q4 Ql Q2
.735% .730% .725% .720% 715% 715%
0.946% 1.016% 0.988% 0.984% 0.998% 1,013%
916% .906% .895% .885% .876% .876%
1.213% 1.262% 1.198% 1.149% 1.190% 1,189%
5 7 10 12 16 16
19 133 186 229 288 3397
3 5 6 8 9 9
0 0 2 4 6 88
Tirana Taxpayer
Service Center 35% 45% 55% 65% 65%
opened
Yes n/a n/a 69% 69% 69%
85% 87% 88% 89% 90% 90%
90.69% 68.7% 72.25% 73.23% 73.39% 71.53%°
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Business Licensing

FY 2009
Performance Indicator Name End B?,se-
Result line
Quarter Q2 Q3 Q4
BUSINESS LICENSING COMPONENT 3
3.1.1 Target n/a NLC opens 40
30
'Average' number of daxs to (work 42.5
issue a license or permit by or days)
through the NLC Actual n/a Yes 17
Baseline data
3.1.2 Target n/a NLC opens and targets
Percent of license or permits N . established
L. i 99% 98%
applications processed within
the statutory period Actual n/a Yes Yes
3.2.1 Target n/a 41 41
Number of licenses or permits 46 n/a
d th h NLC
processe rous Actual n/a 41 41
The opening of Four round-
the NLC accom- tables with
Target n/a panied by the businesses held
3.3.1 national media inTirana and
Percent of businesses aware of 75% n/a campaign Durres
the NLC
Actual n/a Yes Yes
3.3.2 Target n/a 80 500
Number of unique visitors to 4,000 n/a
NLC web sit
web site Actual nla 720 2,032

10. A total of 46 license/permit categories were set by the law. It will not change until the law itself is changed.

['l. In arandom sample survey of 300 active businesses. The level of awareness is 75 percent among businesses that are

potential NLC clients.
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National Planning Registry

Performance
Indicator Name

End
Result

Base-
line

FY

2009

Quarter

Q2

Q3

Q4

NATIONAL PLANNING REGISTRY COMPONENT 4

Analysis of time
required to receive a

Information on the
current urban plan-
ning conditions and
requirements for
construction permits

4.1.1 Tar:
get n/a 5 .
Number of days to construction permit uRdated and posted
. 150 260 completed in both the new
secure construction (MCCA2) portal and
permit approval Tirana municipality
web site
Actual n/a Yes Yes
4.1.2 T / 12 /
Number of pro- arget na nia
cedures to secure 10 12
construction permit Actual nla 12 nla
approval
Four municipalities
4.1.3 Analysis of activities i:avse gteem“slti:ralcalé-e
and decisions of local g sy - P
Number of con- territory planning ora wep site pqr‘tal
struction permits LE ] councils in five pilot I:/I;Ie(gdsi:velzhwnl::pelct:ﬁzl
abm‘Jt VV.hICh |‘nfor- 300 n/a m““'C'PIael::te'gs Colns updated list of recent
mation is available P construction permits
electronically in five awarded is available
pilot municipalities
Actual n/a Yes Yes
4.2.1 e T Three roundtables or
. local branches of the o 5 ith
Percent of business- Target n/a Albanian Association W LR L s
es aware of the new 40% | of Builders in four cit- atr)ludsllc;lrets)z:isns:scsleaslz;llsd
and streamlined ° nia ies established
construction per-
mitting procedures Actual n/a Yes Yes

[2. Implementation of the new permitting procedures is delayed pending full enactment of the new Law on Territorial Planning

(postponed to September 201 1) and the Government of Albania's approval of the sub-legal acts for development control

instruments (permits). For this reason, the permitting regime has not yet changed, and the survey for measuring both
indicator 4.1.1 and 4.1.2 is delayed.

[3. Implementation of the new permitting procedures is delayed pending full enactment of the new Law on Territorial Planning

(postponed to September 201 1) and the Government of Albania's approval of the legislation for development control

instruments. For this reason, the permitting regime has not yet changed, and the survey for measuring both indicator 4.1.1

and 4.1.2 is delayed.

70 ANNEX A




2010 2011
Notes
Ql Q2 Q3 Q4 Ql Q2
190 n/a 170 n/a 150 150
See note 12 below
n/a n/a n/a n/a n/a n/a'?
I n/a I n/a 10 10
See note |3 below
n/a n/a n/a n/a n/a n/a'?
10 municipalities have
permit tracking sys-
tems in place or a web
site portal linked with
municipal web sites 50 100 200 300 300
where the updated list s 14 bel
of recent construction ee note elow
permits awarded is
available
No 31 31 31 31 31
20% n/a 30% n/a 40% 40%
See note |15 below
n/a n/a n/a n/a n/a n/a'®
[4.  Implementation of the new permitting procedures is delayed pending full enactment of the new Law on Territorial Planning

5.

(postponed to September 201 I) and the Government of Albania’s approval of the legislation for development control
instruments. For this reason, the pilot municipalities are neither issuing permits based on the new law, nor uploading permit
information to the register until the law is fully enacted and the publication into the register becomes mandatory, which is
anticipated for September 201 |

As the full implementation of the Territorial Planning Law and corresponding sub-legal acts, which defines the new
procedures, is postponed to September 201 |, no awareness activities have been conducted yet.
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Civil Society

FY 2009
Performance Indicator Name End B?,se-
Result line
Quarter Q2 Q3 Q4
CIVIL SOCIETY COMPONENT 5
Call for propos-
Target n/a n/a als released and
5.1.1 CSOs selected
Number of monitoring initia-
. . 8 n/a
tives conducted or policy
papers produced by CSOs
Actual n/a n/a Yes
Target n/a 10 15
5.2.1
Number of CSOs’ members
. . L 120 n/a
involved in monitoring or advo-
cacy activities
Actual n/a 26 78
Baseline survey 25 CSO mem-
Target n/a and training bers trained on
5.3.0 plan completed | advocacy issues
Advocacy Index score of CSOs 3.9 3.6
that are supported by project
Actual n/a Yes 20

[6. One more monitoring study is underway. The subcontractor has completed the research and submitted the draft final

report.

[ 7. CSOs and business organization members participating in Administrative Court Law advocacy campaign (716) and those

involved in six monitoring studies (73).
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WORK PLANS,
REPORTS,
PERFORMANCE
MONITORING PLAN,
AND INFORMATION
RESOURCES
MANAGEMENT
(IRM) APPROVAL

* Year | work plan

* Year 2 work plan

* Performance monitoring plan
e Year | annual report

» Completion (final) report

ADS-IRM approval

ANNEX B

COMPONENT |
ADMINISTRATIVE COURTS

. Administrative Law Training Courses

The New Administrative Courts Law

Court Administration and the Organization of the New Adminis-
trative Courts

Administrative Justice

The New Administrative Courts Case Management System
Public Administration

Taxes

The National Registration Center

Public Procurement

The National Licensing Center

Il. Secondary Legislation

Ministry of Justice Order Regarding the Organizational Charts of
the Seven Administrative Courts

The Regulation for the Organization and Functioning of the Court
Administration of the Administrative Courts

The Regulation for the Organization and Functioning of the Court
Administration

The Internal Regulation of the Administrative Court

The Internal Regulation of the Court

l1l. Administrative Courts Case Management System

Administrative courts case management system — [T system deliv-
ered electronically

System functionalities document

System administrator manual



User management manual

Workflow diagram

IV. Manuals and Other Documents

Information Technology Options for the Administrative Court
Facility Recommendations for the Administrative Courts
Staffing Assessment for the Administrative Courts

Budget Planning and Execution Manual

How to Design and Implement a Vertical Filing System (manual)

COMPONENT 2
TAX ADMINISTRATION REFORM

I. Audit and Field Verification

Field Verification Manual

New Audit Selection Regulation

Il. Collections

Automated Collections System (DePa) — IT system delivered
electronically

DePa Implementation Guide
DePa Clerks Guide
DePa Managers Guide

IT Requirements Analysis/System Design for the Collections Call
Center

Collections Call Center Training Materials

IT Requirements Analysis/System Design for the New Automated
Payment Process

New Automated Payment Process — IT system delivered electronically

Master Contact List — IT system delivered electronically

I1l. Criminal Investigation

Criminal Investigation Manual

IRS financial investigation training course materials
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IV. Internal Investigation

* Internal Investigation Manual

V.Tax Consultative Council
* Enabling legislation

* Operating regulations

V1. Taxpayer Advocate

* Amendment to the Tax Procedures Law Authorizing the Taxpayer
Advocate

* Decision of the Council of Ministers on the Taxpayer Advocate
* GDT Internal Regulation on the Taxpayer Advocate

* Ministry of Finance Instruction on the Taxpayer Advocate

Vil.Taxpayer Service
* GDT Regulation on the Expansion of Taxpayer Service

* New certificate system — IT system delivered electronically

COMPONENT 3
BUSINESS LICENSING

* National Licensing Center Operating System and Public Portal —
IT system delivered electronically

* Training course for National Licensing Center staff

¢ System Administrator Manual for the National Licensing Center
operating system and public portal

* National Licensing Center Working Group Policy Paper No. 1:
Recommendations for Additional Reform of the Business Licens-
ing Regime

COMPONENT 4
TERRITORIAL PLANNING

* Territorial Planning Register and Public Portal — IT system deliv-
ered electronically



System Administrator Manual for the Territorial Planning Register
and Public Portal

Manual on Creating Metadata for Geographic Information with
CatMDEdit 4.5

Manual on Data Conversion with Spatial Data Integrator 3.2.0

Decision of the Council of Ministers on Common Geodesic and

GIS Standards

Decision of the Council of Ministers on the Functioning of the
National Territorial Planning Agency

Decision of the Council of Ministers on National Territorial Plan-
ning Agency Salaries
Decision of the Council of Ministers on the Organization and

Functioning of the Territorial Planning Register

Decision of the Council of Ministers on the Regional Develop-
ment Fund

Final Report on Streamlining Construction Permitting Procedures

in Albania

Task list for modification of the Territorial Planning Register, with
confirmation form from the Government of Albania and final ap-
plication forms

COMPONENT 5
CIVIL SOCIETY AND ENGAGEMENT

. Advocacy capacity assessment

Final Advocacy Capacity Assessment Report

Il. Monitoring Reports

Monitoring the Performance of the National Licensing Center
Monitoring the Performance of the National Registration Center

Monitoring the Tax Administration’s Taxpayer Service and Process-
ing Functions

Monitoring the Usage of the Electronic Procurement System
Monitoring the Procurement Advocate

Electronic Tax Services
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