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Glossary of acronyms

CBC
CBIB
CEFTA
EU
GDP
IPA
IUCN
JMC
JTS
MDG
MIPD
NDP
NGO
NSSED
NUTS
0S
OSCE
PRAG

SAA
SME
SWOT
TA
UNDP
UNSCR
VET
ZELS

Cross-border Cooperation

Cross-border Institution Building

Central European Free Trade Agreement

European Union

Gross Domestic Product

Instrument for Pre-Accession Assistance

World Conservation Union

Joint Monitoring Committee

Joint Technical Secretariat

Millennium Development Goals

Multi-annual Indicative Planning Document

National Development Plan

Non Governmental Organization

National Strategy for Social Economic Development
Nomenclature of Units for Territorial Statistics
Operating Structure

Organization for Security and Cooperation in Europe

Practical Guide for Contract Procedures financed from the general budget of
the European Union in the context of external actions

Stabilization and Association Agreement
Small and Medium Enterprise

Strength, Weaknesses, Opportunities, Threats
Technical Assistance

United Nations Development Programme
United Nations Security Council Resolution
Vocational Education and Training

Association of Units of local self-government®

! National Organisation
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SECTION | DESCRIPTION AND ANALYSES OF THE ELIGIBLE AREAS

1 INTRODUCTION AND PROGRAMMING PROCESS

The cross-border programme between the former Yugoslav Republic of Macedonia and Albania
will be implemented during the period of 2007-2013. This strategic document is based on a joint
strategic planning effort between the two countries and is also the result of a large consultation
process with the local stakeholders and potential beneficiaries. The objective of the cross-border
programme is to promote good neighbourly relations, foster stability, security and prosperity, which
is in the mutual interest of both countries, and encourage their harmonious, balanced and
sustainable development.

The goal of both countries is to join the European Union. The former Yugoslav Republic of
Macedonia signed a Stabilization and Association Agreement (SAA) with the EU in April 2001 and
was awarded a candidate EU member state status in December 2005. Albania signed a SAA in
June 2006.

To some extent, the cross-border programme will introduce some new and innovative actions at
border where the frequency of people and goods is not very high. Due to the history of the
countries and the mountainous feature of the border region, this particular programme is not
building on an old tradition of partnerships and joint initiatives. Despite recent remarkable
achievements, particularly in the environmental sector and in the southern part of the cross-border
region, partnerships between local institutions and civil society, as well as business communities,
are still at a preliminary stage. Motivating local institutions and people to use the opportunities
offered by IPA component Il and giving them the capacity to do it will constitute the major
challenges in both countries.

The programming process

The programming process took place in the period between December 2006 and May 2007. The
Cross-border Institution Building project (CBIB), a regional project funded by the European Union,
assisted the national authorities and joint structures during this process.

Date and place
18 December 2006 Kick-off meeting of the CBC coordinators, identification of the bodies
Tirana, Albania responsible for the preparation of the cross-border programme,
agreement on the time frame.

December 2006-January 2007 Establishment of the Operating Teams and joint programming

committee.
6 February 2007 Meeting of the joint programming committee. Agreement on the action
Belgrade, Serbia plan and presentation of the eligible areas.
February-March 2007 Consultation with the main local stakeholders during the SWOT analysis
process.
March-May 2007 Several meetings of the operating teams, discussions and comments on

the situation and SWOT analysis, as well as priorities and measures.
Participation of the ministries in line in defining priorities.

12 April 2007 Meeting of the Joint programming committee. Formal approval of the
Ohrid, the former Yugoslav | cross-border region. Presentation of the situation analyses and
Republic of Macedonia discussion on priorities and measures.

11 May 2007 Workshop with the final beneficiaries and local stakeholders.
Kicevo, the former Yugoslav | Presentation of the draft cross-border programme and discussion on the
Republic of Macedonia priorities and measures.

23 May 2007 Joint programming committee meeting for approval of the draft cross-
Korca, Albania border programme.

July-August 2007 The EU Member States (embassies in Tirana and Skopje) and IFIs have

been consulted on the draft programme in order to identify
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| | complementarities between donors' assistance projects. |

2 THE MAP AND THE DESCRIPTION OF THE ELIGIBLE AREAS
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The territory of the eligible area for the cross-border program between the former Yugoslav
Republic of Macedonia and Albania covers 19 969 km? with a total population of 1524 674
inhabitants. The overall borderline length is 191 km (land 151 km, river 12 km and lake 28 km) with
four frontier posts operating permanently and one frontier post operating occasionally.

Area (square km) % of the total country territory

;\I’/Ir;ecgzronr}“e; Yugoslav Republic of 25713 100 %
Vugosiay Republic of Macedona 10473 407 %
Pelagonia 4,717 18.3 %
Southwest 3,340 13.0 %
Polog 2,416 9.4%
Albania 28,748 100 %
Cross-border area Albania 9,496 33.0%
Korce 3,711 12.9 %
Diber 2,586 9.0%
Elbasan 3,199 111 %
The former Yugoslav Republic of

Total cross-horder area 19.969 | o' Albanian teriory 1 47 6% of he
cross-border area.

% Source: State Statistical Office



sg Cross-border Programme -

The eligible cross-border area is determined in accordance with article 88 of the IPA implementing
regulations where it is stated that NUTS level 3 or equivalent areas along land borders between
beneficiary countries are eligible for cross-border programmes.

On the side of the former Yugoslav Republic of Macedonia, the eligible areas consist of three
NUTS level 3 equivalent statistical regions. The country is divided into eight statistical regions,
established in 2001 by a decision of the government (National Nomenclature of Statistical
Territorial Units).

In Albania, the eligible area consists of three administrative regions (the country is divided into 12
regions) corresponding to NUTS level 3 equivalent.

The territory of the eligible areas in the two countries is almost equivalent.

Territories, km? Territory of CB region  Former
35.000 Yugoslav
30.000 ., 28.748 Albania Republic of
20.000
15.000
| 10.000
5.000 -

CB region

The border area of the former Yugoslav Republic of Macedonia includes the Pelagonia,
Southwest and Polog NUTS level 3 equivalent statistical regions covering 10 473 sq. km, with a
total population of 766 820 inhabitants. It consists of 31 municipalities including 813 settlements
(12 towns and 801 villages).

e Pelagonia region includes 9 municipalities - Bitola, Mogila, Novaci, Demir Hisar,
Krusevo, Prilep, Dolneni, Krivogastani and Resen;

e Southwest region includes 13 municipalities - Debar, Centar Zupa, Kicevo, Vranestica,
Drugovo, Zajas, Oslomej, Makedonski Brod, Plasnica, Ohrid, Debarca, Struga and
Vevcani;

e Polog region includes 9 municipalities - Gostivar, Vrapciste, Mavrovo and Rostusa,
Tetovo, Bogovinje, Brvenica, Zelino, Jegunovce and Tearce.

The three bordering regions in Albania cover 9 496 sq. km, with a total population of 757 854
inhabitants. They are divided into 12 districts and 122 smaller territorial units (17 municipalities and
105 communes, including 18 towns and 1 021 villages):

o Dibra Region includes the districts of Diber, Burreli and Bulgiza;

e Elbasan Region includes the districts of Elbasani, Librazhdi, Gramshi, Cerriku and
Peqini,

e Korca Region includes the districts of Kor¢a, Pogradec, Devolli and Kolonja
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3 CURRENT SITUATION IN THE ELIGIBLE AREAS

3.1 DEMOGRAPHY

The total population of the cross-border region is 1,524,674 inhabitants and is almost equally
distributed between the two sides of the border. However, the demographic trends in the two
countries have different features. Significant discrepancies can also be noticed among the regions
and municipalities in each country, particularly between the northern and southern parts.

. Population . Age
Po(pzl(J)Igil)on Density , ;%F;\;Jtlﬁ tr'gtr; dep_endency
(persons/km?) ration (%)

The former Yugoslav, 2,032,544 79.05 0.28 44.95
Republic of Macedonia
Cross-border area in the former
Yugoslav Republic of 766,820 73.22 0.67 47.80
Macedonia
Pelagonia 237,156 50.28 -0.21 47 .45
Southwest 222,414 66.59 0.23 47 .46
Polog 307,250 127.17 0.52 48.33
Albania 3,142,065 109.30 ? 57.48
Cross-border area in Albania 757,854 79.80 -0.74 58.86
Elbasan 345,793 108.10 -0.22 58.73
Korce 258,784 69.70 0.18 54.32
Diber 153,277 59.30 -3.22 67.50
Cross-border area 1,524,674

Similarities
e The number of inhabitants is almost the same on both sides of the cross-border region.
e The population density is low, below the national average in both countries, except for the
Polog region, which has one of the higher densities in the former Yugoslav Republic of
Macedonia and Elbasan which is close to the Albanian national average.

Population Density
3.500.000 37129:000 140 12717
3,000,000 ‘
2000.000 - 152,674
1,500,000 - 80 - ; L

59,27

1,000.000 -
500,000 - | |

60 — 50,28
40
20 -

[

Albania

qumer Fqnner AIbani_aHCB CBregion

acedonia ol 8
CBregion region region region region

Differences
e Albania is more affected by the emigration and migration to the bigger cities than the
former Yugoslav Republic of Macedonia, which leads to a decrease of the population

® Source: State Statistical Office Demographics statistics by regions 1994-2004
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growth and the population density. In the last decade, the population growth rate in the
Albanian cross-border area is negative, whereas in the former Yugoslav Republic of
Macedonia it is negative only in Pelagonia (which is due to migration but also to the
ageing of the population). The Polog region has the highest population growth rate in the
country. The reduction in labor force is due to the migration phenomenon in Albania
which mostly affects males at working age. It also has an impact on the structure of the
population, as the current data shows that women have outnumbered men, particularly in
the Dibra region.

e The age dependency ratio on each side of the cross-border region is higher than the
respective national averages, but for opposite reasons. In Albania it is due to a high ratio
of young people (0-14 years). As opposed to this, in the former Yugoslav Republic of
Macedonia, it is due to a high ratio of senior citizens (more than 65 years), with the
exception of Polog that has a distribution by age more similar to Albania.

e Although the migration phenomenon in Albania is changing the ratio of urban and rural
population, the level of urbanization is still higher in the former Yugoslav Republic of
Macedonia (48% of the population of the cross-border area) than in Albania (33% of the
population of the cross-border area). However, the Polog region, here again, has the
same ratio of rural/urban population like Albania.

N/
/I

Main cross-border issues related to demography

o Possibility to define joint strategies in order to avoid negative growth rate and
desertification of some rural areas due to emigration and/or ageing of the inhabitants.

o Possibility to jointly address the question of the high ratio of young people in Albania and
in the northern part of the former Yugoslav Republic of Macedonia.

e Possibility to jointly address the question of the role of women and women organisations,
particularly in rural areas where the women have outnumbered men.

3.2 GEOGRAPHICAL FEATURES

Located in the southern part of Europe, the cross-border region has a contrasted geographic
profile. It is dominated by the Dinaric group of mountains consisting of alpine-shape massifs (such
as Pelagonia and Gramazi in the south and Korabi, Vinjoll, Shara in the north) which offer great
possibilities for the development of tourism and wood industry, but also hampers the transport
infrastructure and the communication between the two countries. Golem Korabi (2753 m) is the
highest peak in the region. The mountainous area is rich in wood (the forest covers 44% of the
former Yugoslav Republic of Macedonia cross-border area and 37% of the Albanian area), wild
animals and pastures. It is a traditional area for sheep breeding and is considered to be one of the
largest pasture areas in Europe. It contains numerous natural monuments such as glacial lakes,
glacial caves and spectacular canyons, like the Radika river canyons.

Another significant part of the cross-border region consists of valleys and plains, which differ in
size, density of population, vegetation and altitude (from 130 to 880 m). The largest, and also more
fertile plains, are the Pelagonija plain between Bitola and Prilep, the Ohrid-Struga plain, the Korca
plain and the Polog plain between Tetovo and Gostivar. The Pelagonia and Korca plains in the
southern part are known as the most favourable agriculture areas in both countries. Several other
fertile agricultural lands lie along the valleys of the main rivers (Mat, Shkumbini, Drin...) and offer
favorable conditions for the cultivation of vegetables and fruits.

The natural lakes in the south are world-famous and surely constitute the greatest attraction of the
cross-border region. Lake Ohrid is the second largest tectonic lake in the Balkans. Classified
among the biggest lakes in the world, it lies at an altitude of 693 m and covers an area of 349
square kilometers (out of which 66% belongs to the former Yugoslav Republic of Macedonia and
34% to Albania). The natural conditions have made the survival of life forms from the tertiary period
possible, therefore the lake is often considered to be a museum of living fossils. It is a habitat to 18

9
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different types of fish, including the famous and unique Ohrid trout. The scales of the fish "plasica"
(red-spotted trout) are used for the production of the “Ohrid pearls”, registered in the former
Yugoslav Republic of Macedonia as a Protected Designation of Origin. In 1980, Lake Ohrid was
declared by UNESCO a World Cultural and Natural Heritage Site because of its rich history and
unique flora and fauna. The fact that Lake Ohrid is a trans-boundary lake presents an additional
challenge for its sustainable management.

The Prespa Lake situated in the lowland of Prespa covers an area of 274 km? out of which
64.5% belong to the former Yugoslav Republic of Macedonia, 18% to Albania and 17.5% to
Greece. Lake Prespa and its surrounding protected areas (in all three countries) are part of a
larger trans-boundary project called Prespa Park.

There are other natural and artificial lakes, located in the cross-border region, which bear potential
tourism values, and they are: the Seven Lakes of Lura and Black Lake in the Dibra region, four
artificial lakes in the former Yugoslav Republic of Macedonia (Mavrovo, Globotchica, Debar Lake
and Strezhevo).

The cross-border region enjoys a climate which diverges from transitional —continental in the north
to transitional —Mediterranean in the south and central parts. However, in the most mountain areas
of these regions winters are cold and wet while summers are hot and dry. The temperatures in
mountain areas along the border range from -16 to 36 degrees.

The bordering area is rich in minerals like chrome, coal, iron-nickel, cooper, chalk, quartz sand and
marble.

Main cross-border issues related to the geographic features:

e The cross-border areas in both countries have the same geographic features, similar
potentials for the development of natural resources and similar constraints related to the
protection and the valorizations of these resources.

e The two countries are sharing common valuable natural resources, particularly Ohrid and
Prespa Lakes and the Drim river.

e Communication between the two countries is easier in the southern part (Pan European
corridor VIII) than in the northern part, which is dominated by high mountains and where
beneficiaries will have more difficulties in establishing partnerships and in defining joint
projects.

3.3 INFRASTRUCTURE

3.3.1Roads

The Pan European corridor 8 that links the Adriatic-lonian region with the eastern Balkans and
Black Sea countries is the main road crossing in the cross-border region. It links Durres port,
Tirana and Skopje, the cross-border point being located in the southern part of the region (Qafe
Thane-Struga). It is expected that Corridor 8 will become a multi-modal transport system
comprising sea ports, airports, roads and railways. So far, the section Gostivar-Skopje already has
the status of a motorway. In the former Yugoslav Republic of Macedonia, the eastern part of the
cross-border area is also crossed by a section of the Corridor 10, linking the north and south
Balkans.

The three regions in Albania have 772 km of national roads and 6 102 km of rural roads, in total.
The southern axis Elbasan-Korce-Qafe Thane has been recently reconstructed and meets the
European standards, but the northern axis Mat-Bulgize-Peshkopi is in a bad condition, hampering
the commercial exchanges with the former Yugoslav Republic of Macedonia. Most of the rural
roads are paved with gravel. The three regions in the former Yugoslav Republic of Macedonia

10
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have a total of 3 292 km of local roads (out of which, only 1 998 km are coated with asphalt). The
national roads’ network is in a good condition and meets the European standards.

(rﬂ/g -7

L

3.3.2 Border crossings

Due to the geography as well as to the condition of the road infrastructure, the connection between
the two countries is more intense and easier in the southern part than in the northern part. There
are currently four operating frontier posts: in Blato linking the towns of Debar and Peshkopi, in
Kafasan (Qafe Thane) linking the towns of Struga and Kapshtica, in Sveti Naum near Ohrid and in
Stenje near Resen. The fifth checkpoint is working occasionally in the Polog-Dibra regions. So far,
only Kafasan/Qafe Thane is fully equipped for heavy merchandise. There is a plan to open a new
border crossing point (Djepiste-Trebisht).

3.3.3 Railways

There is no railway connection between the two countries. In the former Yugoslav Republic of
Macedonia two railways are connecting the cross-border area with Skopje. In the northern part,
about 110 km of railway are connecting Skopje, Tetovo, Gostivar and Kicevo. In the southern part,
Bitola is connected to Skopje by an extension of the railway Skopje-Veles. In Albania, there is only
one railway line Pogradec — Durres connecting the region with the other parts of the Albanian
network, but the conditions are very poor. In both countries, the railway transportation of goods and
passengers is constantly increasing and there is a plan for an extension and modernization of the
railway network and a construction of a railway connection between Bulgaria and Albania through
the Corridor 8.

11
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Ohrid is the only airport for passengers in the cross-border region. The number of passengers
(arrival and departure) at the Ohrid airport in 2005 was 53,930 (9,4% of the total number of
passengers in the former Yugoslav Republic of Macedonia). More than 50 % of the traffic at the
Ohrid airport is covered by charter flights, which attests its tourism vocation. The proximity of the
Skopje and Tirana airports is also a major asset for the cross-border region (Ohrid airport provides
services mainly to the southern part).

= AN

.3.4 Airports

3.3.5 Telecommunication

All towns and most of the villages in the former Yugoslav Republic of Macedonia are connected
to the national and international communication network, but the percentage of subscribers is
much higher in the southern part (36 subscribers per 100 inhabitants in Ohrid) than in the northern
part (8 subscribers per 100 inhabitants in Tetovo).

In Albania, the total number of the subscribed units for land line and mobile phones (family and
other users) is 16 025 users, representing only 7% of all Albania. Malfunctioning of the land system
and its low coverage (only 23 % of the households) have been replaced by the use of mobile
communication offered, by only two private companies operating in Albania, at relatively high cost
compared to revenues of local population and/or fees applied in other countries.

Precise information about access to the Internet in the cross-border region is not available, but it
should be lower than the national averages (in 2004, 78 persons per 1 000 in the former Yugoslav
Republic of Macedonia and 24 persons per 1 000 in Albania) and insufficient according to all the
stakeholders interviewed during the SWOT analysis process. This is due to the malfunctioning of
the land line system and its low coverage in Albania, and to high prices and insufficient education
in both countries.

3.3.6 Water supply, waste water, waste disposal

In the former Yugoslav Republic of Macedonia, 96,5 % of the households in the cross-border
area are equipped with water supply and sewage systems (municipal or individual system). In the
urban areas, the water supply capacities and hygiene quality are satisfactory while the quality of
the water is a concern in many rural areas. Only a few cities (Ohrid, Struga, Resen and
Makedonski Brod) have a sewage system with waste water treatment plant. The lack of waste
water treatment as well as adequate waste management is considered to be a major threat for the
environment of the cross-border area and the health of the population.

In the three regions in Albania, 80 % of households have access to drinking water supplied inside
and outside their dwellings. The situation is more problematic in the Dibra region, which has a
higher share of households that obtain potable water from wells and springs. In the urban areas,
daily water supply is relatively poor, particularly during summer. The actual water supply capacities
do not fulfil the needs of the population which is increasing in number. Urban areas in the border
region have a sewerage system for both sewage and rainwater and meanwhile a high proportion of
rural population rely on septic tanks. The technical condition of the current sewerage system in
bigger towns is poor due to the low level of investments, lack of regular maintenance and flow of
new constructions. No waste water treatment plants exist, so surface waters near big towns are
polluted from untreated waters.

12
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All households located on both sides of the cross-border region have access to the national electric
power system. Regarding electricity, the cross-border area in Albania is in a more difficult situation,
as high consumption and lack of alternative energy resources create problems during winter
resulting in frequent power cuts and low voltage, which also hampers the economic activities in the
area.

= AN

.3.7 Electricity

3.3.8 Health

In the former Yugoslav Republic of Macedonia, there are 162 primary health care centers in the
cross-border region and 15 hospitals. According to the analysis conducted by the State Public
Health Institute, such a structure is insufficient. In addition to the discrepancies registered at the
municipal level, there is a notable disparity in terms of the medical staff available in urban and rural
areas, as well as a situation in the villages characterized by insufficient staff.

In Albania, there are 178 health centres, 584 out-patient clinics, 12 clinics and 18 hospitals. The
health care system is reported to cover all the needs of the population well.

Main cross-border issues related to infrastructures:

e The development and improvement of the corridor 8 is a major opportunity for both
countries.

¢ Improvement of the local roads network is a common concern.

e Necessity to improve the border crossing points, particularly for the circulation of
merchandise.

e Improving the water supply systems, even more the sewage systems and waste water
systems, as well as waste management, is a priority in both countries.

e In both countries there is a necessity to improve the access to the Internet and
telecommunication in general.

3.4 ECONOMY

3.4.1 General features

The former Yugoslav Republic of Macedonia and the Republic of Albania are members of the
Central European Free Trade Agreement (CEFTA). The CEFTA complements the EU's
Stabilization and Association Agreements for the countries of the Western Balkans. CEFTA is a
stepping stone towards the closer economic cooperation that is an inevitable part of membership of
the European Union. In this context, in 2002, Albania and the former Yugoslav Republic of
Macedonia have signed a Free Trade Agreement. However, the scope of exchange of
commodities between the two countries is still very low in comparison with the exchanges with the
other neighbouring countries (only 1% of the total foreign exchanges of the former Yugoslav
Republic of Macedonia). The exchange has started to increase in the last few years (e.g. the value
of exported agricultural food products in 2004 from the former Yugoslav Republic of Macedonia to
Albania was increased by 141% in comparison with 2002).

The overall level of economic development indicators of the cross-border area in Albania is
relatively low compared to the national level. The situation is more contrasted in the former
Yugoslav Republic of Macedonia where Pelagonia (with Bitola as the main industrial center) is,
apart from Skopje, the only region in the former Yugoslav Republic of Macedonia with a GDP per
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capita higher than the national average®. As opposed to this, the Polog region exhibits the lowest
level of economic activity in the country. The main industrial centers in the former Yugoslav
Republic of Macedonia are Bitola, Kicevo and Tetovo, and Elbasani and Korca in Albania.

The cross-border region could be characterized as a region with agrarian or industrial-agrarian
economy, although the overall picture should take into account significant contrasts within the
region (between the two countries, but also between the southern and northern part, and between
mountainous areas and lowlands). Agriculture, agribusiness, light industry, mining, energy
production and tourism are the main economic sectors, which also have the biggest potential in the
cross-border region.

According to most indicators, the demographic and economic trends in the northern and southern
part of the cross-border region are very different and almost opposite. The northern regions (Polog
in the former Yugoslav Republic of Macedonia and Dibra in Albania) are among the poorest
regions in both countries, while the southern regions (Pelagonia and Korca) are among the most
developed. The central regions (Southwest and Elbasan) are most often closer to the national
averages.

3.4.2 Agriculture and rural development

Agriculture remains a dynamic sector, particularly in the southern lowlands of Korca and
Pelagonia. Pelagonia produces 50% of the tobacco and about 45% of the wheat in the former
Yugoslav Republic of Macedonia. Fruit production is the major activity on both sides of the border
and is concentrated in areas located at the altitude of 300 to 800 meters. Apple production is the
main branch in the fruit growing sector (the cross-border area produces 90% of the total apple
production in the former Yugoslav Republic of Macedonia). Cherries and sour cherries, as well as
plums, are produced in the northern part. Production of nuts is significant in Albania. In the former
Yugoslav Republic of Macedonia, the vineyards are concentrated in the southern part of the region
(Ohrid, Prilep, Bitola and Struga) and they represent about 12% of the national production.
Following the disappearing of state-owned farms in Albania, trees and vineyards experienced
drastic destruction, but production has increased again over the past years. The production of
vegetables and industrial crops, as well as stockbreeding and livestock products, increases on
both sides of the border allowing the development of processing industries.

The agricultural sector is declining in the mountainous areas of the northern part, less favored by
the geography and the climate, where the land size per households is small and the production is
often oriented to self consumption. Stockbreeding, particularly sheep breeding, is increasing and
becoming the dominant activity in this region. In many areas, particularly on the side of the former
Yugoslav Republic of Macedonia, ageing of the rural population could accelerate the decline of the
agricultural sector.

Highlands and mountainous areas produce highly specific and traditional dairy and meat products
(sheep cheese, kaskaval and lamb meat but also some fruits and vegetables such as beans) and
recognized as such by the consumers. These traditional products, if properly registered and
protected under the existing laws and regulations (Protected Designation of Origin, Protected
Traditional Denomination) and linked to the new market conditions, could highly participate in
strengthening the regional identity and in fostering the economic development of the region. The
role which the traditional and differentiated food products (as well as wines and liquors) could play
when defining tourism development strategies should be taken into account. Forestry is also an
important activity in these mountainous areas. The forest covers 44% of the former Yugoslav
Republic of Macedonia cross-border area and 37% of the Albanian area.

* Source: Socio-economic disparities among municipalities in the former Yugoslav Republic of Macedonia, UNDP, 2004
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Finally, fishing remains an income generating activity in both countries and participates highly in
building the image and the specificity of the region. It is mainly conducted in the lakes of Ohrid and
Prespa. The future of this activity should be combined with the necessity to preserve biodiversity,
for example the Ohrid trout is strictly protected in former Yugoslav Republic of Macedonia.

3.4.3 Industry, mining and energy

Until the end of the eighties, the region of Elbasan was one of the most important industrial centers
in Albania and the location of heavy industries (metallurgy, cement, mechanical industry). Most of
these plants stopped operating after 1990 or are operating with reduced capacities. Today, light
industries are largely dominant in the cross-border areas of the two countries, the main industrial
concentration being in the Southern part (Korca and Pelagonia). It is a diversified industrial
structure, the rapidly growing sectors being the food processing industry, textile production and
construction. Textile production is in constant progress on both sides of the border, due mainly to
Greek investments and joint ventures. It employs considerable number of workers, mainly women,
and in some areas it is the primary source of employment. Food processing industries are
particularly dynamic in Bitola (location of the biggest processing factories in the former Yugoslav
Republic of Macedonia) and Korca. They consist of dairy production, meat processing, canning of
fruits and vegetables, beer breweries and alcohol production that has been recently revitalized in
the Korca region. The food industry provides for the national markets, even though certain
products have started to be exported. However, the lack of distinctiveness (packaging, marketing
strategy...) and the poor branding system are often considered to be the major constraint for the
development of the food sector. Construction is another sector that has expanded over the last
years, parallel to the boom in private dwellings, becoming one of the most significant sectors of
employment in the area (in the former Yugoslav Republic of Macedonia this activity is particularly
conceszntrated in the Polog region where the number of dwellings increased by 33% from 1994 to
2002>).

The cross-border region is rich in underground resources, some of them still being under-exploited.
The regions of Korca, Dibra and Elbasan in Albania are well-known for coal, iron, copper,
asbestos, quartz sand, chromium, construction materials and decorative stones. Currently, Dibra is
the most successful mining area in the country (coal and chromium). Two mines for iron and nickel
and two other mines for copper are located in the Korca region. There are also two sources of
guartz sand utilized in the glass industry and in foundries. In the former Yugoslav Republic of
Macedonia, the cross-border area provides 95% of the national coal production, which is mainly
used in the two thermo power plants of the region (Bitola and Oslomej). Iron is extracted in Debar
(Polog Region) and marble in Prilep (Pelagonia).

Production of electricity, as well as mineral water and wood industry, are also valuable assets for
the cross border region, particularly in the former Yugoslav Republic of Macedonia (the country’s
two main thermo power plants are located in the cross-border region, as well as five hydro power
plants).

3.4.4 SME sector

In the former Yugoslav Republic of Macedonia, the cross-border area comprises of 56 356
registered enterprises or 32% of all enterprises in the country. Most of them are small in size (36%
have only one employee) and more than half of them operate in the trade sector. Food processing
companies (including beer breweries) are mainly concentrated in Pelagonia whereas construction
and transport companies are dominant in the Polog and Southwest regions. The SMEs of the
region point out the lack of investment capacities and access to credit as being major constraints,

> Source: Socio-economic disparities among municipalities in the former Yugoslav Republic of Macedonia, UNDP, 2004
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which leads to outdated technology, lack of visibility and differentiation of the products (the
branding system is underdeveloped) and insufficient transport infrastructures (particularly
railroads).
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Source: Socio-economic disparities among municipalities in the former Yugoslav Republic of Macedonia, UNDP, 2004

In Albania, the total number of SMEs that are active in the cross-border area comprises only 17%
of all SMEs in Albania. More than half of them are concentrated in the region of Korca. Most of the
businesses operate in the sectors of trade (45%), services and transport. Dominant majority of the
businesses in the three regions are small in size, mainly characterized as family businesses, thus
offering little opportunities for job generation. Generally, businesses are poorly organized and take
no count of modern and up-to-date technologies or management techniques. These businesses
mainly involve little investments without much long-term sustainable basis. In addition, the non
agricultural businesses struggle against the odds of poor infrastructure, drastic shortages of
electricity, the high transaction costs of conducting business, etc. The number of entities in 2005,
compared to 2003, has grown by about 20% on the regional level. The highest increase is noted in
the region of Dibra by 29%, followed by Elbasan with 24% and the region of Korca by 19%.
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In both countries, the enterprises are reported to be poorly organized and connected even in the
same sector. Very few associations involve only a small number of entrepreneurs.

trade
45%
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3.4.5 Tourism

Tourism is the main potential for the development of the cross-border region and the major
concern for most of the stakeholders, particularly in the southern part of the region. All the regions
concerned by the programme have individual potentials for developing tourism activities, among
which are: attractive nature and landscape, national parks, attractiveness of the lakes (Ohrid and
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Prespa lakes but also mountain lakes) and of world-famous historical sites, possibility to develop
winter and mountain sports, existing ski stations in the former Yugoslav Republic of Macedonia
(Popova Shapka, Mavrovo, Krushevo, Oteshevo and Pelister), existing spa and thermal centers
on both sides of the border (Debar and Kosovraska in the former Yugoslav Republic of Macedonia,
Peshkopi in Albania), etc. The presence of an airport (Ohrid), already specialized for charter flights,
as well as the proximity of the airports in Tirana and Skopje for the northern part, is another
valuable asset. The proximity of Greece also gives the possibility to develop hinterland tourism.
However, so far, the tourism industry is not at the same level of development in Albania and in the
former Yugoslav Republic of Macedonia.

In the former Yugoslav Republic of Macedonia, the total number of tourist nights in the cross-
border region in 2005 was 1 517 425 (of which 1 284 964 domestic visitors and 232 461 foreign
visitors). It represents 77% of the entire tourist nights spent in the country and an increase of 73%
compared to 2001. So far tourism activities and infrastructures are mainly concentrated in the
southern part, but the northern part also has a great potential and should gradually benefit from the
dynamic launched in the south. Although the existing infrastructure is still to be increased and
improved, the issue in the former Yugoslav Republic of Macedonia is not only to increase the
number of tourist visits but also to organize it in a way that will not jeopardize the natural
resources.

The situation in Albania is drastically different. So far, the level of tourism in the cross-border area
(with a slight exception of Pogradec) is symbolic, which is the result of the conjunction of numerous
factors: damaging of the forests; urban chaos; poor condition of infrastructure (roads, energy,
water, sanitation); environmental problems; poor quality and, in general, low level of services and
accommodation standards; unprofessional marketing and lack of information and tourist guides.

Main cross-border issues related to economy

e Low commercial exchanges and economic relations between the two countries: the
cross-border programme is not building on a long and solid tradition of exchanges and
partnerships but rather participates in initializing the process.

e Common interest in protecting and promoting traditional agricultural products and
handicrafts.

e Unequal development of the tourism industry: necessity to define joint strategies and
possibility for the transfer of know-how and good practices from the former Yugoslav
Republic of Macedonia to Albania.

¢ Common interest in supporting and organising the SMEs and supply chains.

e Common interest in developing alternative energy production

3.5 HUMAN RESOURCES

3.5.1 Education, Research and Development

In the former Yugoslav Republic of Macedonia, the cross-border area is reported to be well
covered with educational facilities. There are 444 primary schools with 93 358 students and 37
secondary schools with 35 676 students. Education of the ethnic communities, in their mother
tongue, is a constitutional right and available as such in the system of primary and secondary
education.

There are also several public and private university centers and high schools: in Tetovo (one
private university with seven faculties and one public university with five faculties), in Bitola (five
faculties), in Ohrid (faculty of Tourism) and in Prilep (faculty of economy).

Research is carried out by the faculties and research institutes such as the Biological Institute of
Ohrid, Tobacco Institute in Prilep and the agency for research in agriculture in Bitola. In order to
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stimulate business start up activities, incubators and science parks were established in the cross-
border area (Bitola).

The SWOT analysis conducted in the former Yugoslav Republic of Macedonia for the purposes of
the Multi-annual Operational Programme - IPA component IV (human resources development)
mentions the shortages of adult education and Vocational Education and Training (VET) as well as
insufficient links between Research and Development and the business community. This statement
is valid for both countries.

In Albania, the transition period has had a negative impact on the education system. Especially in
the remote or bordering areas where they are facing severe problems related to the educational
system. As a result a number of educational indicators have worsened. Closure of schools,
shortage of teaching materials, deterioration of school infrastructure, lack of investments, lack of
funds, shortage of textbook supply and unqualified teachers are just a few of the critical issues that
have determined the unsatisfactory quality of the educational system, especially in the
mountainous locations of the programming area. There are 474 primary schools in the three
regions and 112 upper secondary schools. Out of them 17 schools provide vocational education, 2
of which are located in the Diber region, 6 are located in the Elbasan region and 9 are located in
the Korca region. Both Elbasan and Korca host a public university. Over the past decade the
school attendance has had a declining tendency in the mountainous areas, due to the long
distance to schools, bad road infrastructure, schools’ bad conditions and poverty. About 40 percent
of the schools in Diber and Mat and 35-55% of the schools in the Elbasan region are in a very poor
physical condition and need urgent capital investments. The situation is slightly better in the region
of Korca.

Main cross-border issues concerning education and research

e The development of adult education and VET is a concern in both countries.

e Although the situation is more severe in Albania, the necessity to improve the educational
infrastructure in the rural and mountainous areas is a common concern.

e Improving Research and Development activities within the Universities located in the
cross-border region and/or linking the R&D with the business community could be a
cross-border issue. More generally, the presence of universities on both sides of the
cross-border area is considered as a valuable asset for the development of the region
and for the establishment of a high level cross-border dynamic. Universities should
therefore be encouraged to participate in implementing the cross-border programme.

3.5.2 Labour market and poverty

The official data on unemployment and employment in the cross-border areas does not allow
comparison of the situations, as the method of estimation is too different from one country to
another. The unemployment rate is reported to be about 13% in the cross-border area in Albania,
whereas it is more than 40% in the cross-border area in the former Yugoslav Republic of
Macedonia. This discrepancy does not reflect the real situation and seems to occur due to a high
level of hidden unemployment in Albania, a low level of registered unemployed persons and an
over-estimation of the employment rate in the agricultural sector. On the other hand, in the former
Yugoslav Republic of Macedonia, due to the fact that the Employment Agency provides health
insurance to unemployed people, the data usually overestimate the factual situation. Most
certainly, the unemployment rate is more similar between the two countries and should even be
lower in the former Yugoslav Republic of Macedonia, which benefits from a higher concentration of
business and industries (including tourism industry).

Active labor Unemployment Employment
force rate % rate %
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former Yugoslav Republic of Macedonia® 743,676 38 34
Pelagonia 104,016 40 40
Southwest 68,789 42 28
Polog 71,089 50 19
Albania’ 1,085,359 14.1 85.9
Elbasan 131,279 12.8 87.2
Korce 85,323 11.2 88.8
Diber 56,745 16.5 83.5

General Features

Unemployment is higher in the northern parts of the cross-border region (Polog region has the
highest unemployment rate in the former Yugoslav Republic of Macedonia and the unemployment
rate in the Diber region is higher than the national average). These are regions where agriculture is
declining and where most municipalities are located in unfavorable mountainous-rural areas. In the
southern parts, unemployment rate is closer to the national average or in the case of Albania, even
lower.

In the former Yugoslav Republic of Macedonia, the unemployment rate among various ethnic
groups ranges between the lowest - 25,3% of the Vlach population (grouped in the main urban
centers offering better opportunities for employment), to the highest — 78,5 % of the Roma people,
which is linked with the level of education and the living conditions of the Roma people. Albanians
also have a high unemployment rate (61%) which may be due to the fact that they are
concentrated in the rural mountainous regions with a low level of economic activities.

Unemployment rate of young people is particularly high in both countries (more than 75% in the
former Yugoslav Republic of Macedonia).

According to the official data, the repartition of the employment by economic sectors in the cross-
border region is as follows:

w
Employment by economic sector - Employment by economic sector - Former
Albania Yugoslav Republic of Macedonia
S Unknown Agriculture
sector 4% 1%
15%
Public Agriculture
aector T2% Industry
13% 38%

Setvices
47%

Source: ‘Socio - Economic Disparities among Municipalities in the
former Yugoslav Republic of Macedonia’, UNDP, 2004

In Albania, the rate of employment in the agriculture sector is most certainly overestimated (large
number of labour forces for small size farms). It should also be pointed out that the activity rate of
women is very different from one region to another. The Polog region has a women’s activity rate

® Source: ‘Socio - Economic Disparities among Municipalities in the former Yugoslav Republic of Macedonia’, UNDP, 2004
" Source: Indicators by prefectures 2004-2005
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of 18%, which is certainly close to the women'’s activity rate in Albania, whereas the activity rate of
women in Pelagonia is 55%.

Poverty

The poverty rate seems to be higher in the cross-border region than in most of the other regions of
both countries. In the former Yugoslav Republic of Macedonia, the percentage of households users
of the Social Financial Aid is 14,7% for the whole country, out of which 17,4% in the Pelagonia
region, 14,8% in the Southwest region and 20,9% in the Polog region.

According to the “Map of Poverty and Inequality”, the Diber region in Albania has the greatest
share of poor people in the country. The percentage of poor people living in this region is 42,77%
of the total population, which means that approximately one in every two persons is poor.

Social Inclusion
There is a lack of coherent and comprehensive analyses of the current situation in the cross-border
area regarding social inclusion, especially in terms of the access of vulnerable groups to services.

Within the broader objective of incorporating a human rights approach to poverty reduction, based
explicitly on the norms and values set out in the international law of human rights, the Programme
has to specifically deal with developing local and regional social inclusion policies and social
inclusion issues, and in doing so, to promote participatory and partnership approaches.

Main cross-border issues concerning labour market

¢ Unemployment, and particularly youth unemployment, is a major social problem on both
sides of the border.

e |n both countries, the social situation of the cross-border areas is contrasted: cross-
border areas comprise the poorest but also the most developed regions. Regarding the
social aspects, the priorities will differ from one region to another.

e The participation of women in the labour market is very unequal between the two
countries and also between the northern and southern parts of the cross—border region.

3.6 ENVIRONMENT AND NATURE

The cross-border region is extremely rich in environmental resources and biodiversity. Protecting
and valorizing this asset is certainly one of the key points for sustainable development of the
region. The local stakeholders are increasingly concerned by the future of these resources.

In both countries, the protected areas are classified into six categories according to the criteria of
the World Conservation Union (IUCN).

The protected areas network in the former Yugoslav Republic of Macedonia includes 81 sites
covering an area of about 7,4 % of the total territory and most of the protected areas (153 523 ha)
are concentrated in the cross-border region.

In the cross-border area 22 protected areas are established: two strict natural reserve (category )
Ezerani (proclaimed in 1996, covers the northern coastal area of Lake Prespa, habitat of
approximately 200 bird species, including wild geese, pelicans, and local moorhens and is included
in the World Ramsar list) and Lokvi; three national parks (category IlI): Mavrovo National Park
(established in 1949) covering an area of 73 100 ha, Galicica National park covering an area of 22
750 ha between the Ohrid and Prespa lakes, Pelister National Park (established in 1948) covering
an area of 12 500 hectares; and 17 sites (category Ill) with most important: two tectonic lakes
Ohrid and Prespa Lakes protected as Natural Monuments in 1977 (Ohrid Lake covers an area of
23.000 ha, and Prespa Lake 17.680 ha). The Ohrid Lake is included on the UNESCO List of world
heritage in 1979. The hydrological site Vevchanski Izvori (Vevchani Springs) was proclaimed
Natural Monument in 1999.
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The cross-border region is also included in several ongoing initiatives for developing ecological
networks. The National Emerald Network at the moment includes 16 Areas of special conservation
interest among which: NP Mavrovo, Shar Planina, NP Galichica and SNR Ezerani. The Balkan
Green Belt (IUCN initiative) includes all the protected areas mentioned above.

In the Albanian cross-border area, 91 358 hectares are protected under one of the IUCN
categories. The area comprises of one strict natural reserve (category 1), Rrajcé (4 700 hectares),
in the Elbasan Region and four national parks (category Il): Lura and Zall Gjocaj in the Diber
region, Bredi | Drenovés and Prespa (27 750 hectares) in the Korca region. Other 269 sites are
protected under IUCN categories Il to VI, including the Albanian part of Ohrid Lake.

The Indicative map of Pan-European Ecological Network (PEEN) in South-Eastern Europe
represents the cross-border area as a main corridor for some migratory species that should be
protected.

In the former Yugoslav Republic of Macedonia, the environment is jeopardized more by the poor
water management and sewage systems, uncontrolled urbanization and the pressure applied by
tourism activities rather than by the industrial activities, which are still at a low level in most of the
protected and valuable natural sites. In addition to the same threats, the industrial pollution has
caused critical environmental damages in Albania, particularly in the region of Elbasan.

Environmental protection and management of natural resources are areas where the two countries
recently started to establish formal and intensive cross-border cooperation. With the ongoing
initiatives of the Ohrid Lake Conservation Project and the Trans-boundary Prespa Park Project
(which also involves Greece), the southern part of the cross-border region could become a model
of trans-boundary water and natural resources management.

Main cross-border issues concerning environment

Protection and valorisation of the natural resources is a high priority in both countries.
Protection of lakes and rivers is a good base for cross-border cooperation.

Environmental awareness needs to be improved in both countries.

So far, the most advanced cross-border initiatives between the two countries are related
to environmental issues.

3.7 CULTURE
Unique spiritual, material, intellectual, and emotional features characterize a cross-border regiong.

The cultural heritage, both tangible and intangible, testifies about the human creativity and forms
the bedrock underlying the identity of the border region. The cultural heritage represents one of the
most important assets for the development of the cross-border region. It can provide various
opportunities for employment, cultural and heritage promotion and tourism.

The Ministry of culture of the former Yugoslav Rep