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Executive Summary

The COVID-19 impact assessment on the Western Balkans countries, focusing on SDG impact,
is developed through close collaboration with UNECE, UN Country Team in Albania, and
INSTAT, which has provided and validated the data presented. The assessment presents the
current situation of all the countries evaluated up to the 31% of January 2021, highlighting the
gap created by the pandemic towards the Agenda of 2030.

This assessment is focused on three main points. Firstly, it presents to what extent did the
pandemic impact the world, highlighting the indicators affected the most. Secondly, the
assessment will converge into the Western Balkan countries and how COVID-19 impacted the
region. Finally, this paper deep-dives into a critical analysis of how the pandemic impacted
Albania, Kosovo!, North Macedonia, Serbia, and Montenegro, highlighting what indicators
were impacted and to what extent.

Albania is the primary focus of this assessment, and more extensive research is conducted in
analysing and evaluating how COVID-19 impacted sectors of the industry and how the
Government has intervened by introducing several support packages mitigating the risk.

The country comparison provides a clear view of how each Government has reacted to mitigate
the risk by providing support packages impacting macro-economic factors. There has been a
significant increase in Government expenditure and debt, aiming for a smoother transition to
new normality due to the pandemic.

The COVID-19 impacted all the economies throughout the Western Balkan countries, but not
to the same extent. Serbia’s economy has shown a better response to the pandemic compared
to the other countries in this assessment. In addition to that, Kosovo is the only country to
benefit from a significant increase in remittances during the pandemic.

The strict Government measures leading to a total lockdown introduced a new way of learning
through digitalisation and virtual learning. However, Western Balkan countries were not
prepared for such a rapid change and the vulnerable groups were the most impacted, by not
being able to follow classes anymore.

Prior to the pandemic outbreak, gender equality was on the right track as per the 2030 Agenda,
with fewer girls being forced into early marriage and more women entering leadership roles.
However, women’s wellbeing has suffered during the COVID-19 outbreak, with incidences of
domestic violence increasing up to 30% in some countries and a greater demand on women for
unpaid care work

1 References to Kosovo shall be understood to be in the context of Security Council Resolution 1244 (1999)
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COVID-19 — How it impacted the World

The COVID-19 outbreak introduced the world to new normality impacting significantly critical
sectors such as health, education, and economy and wealth distribution, altering the roadmap
towards the 2030 Agenda.

According to the LANCET Public Health, Covid-19 could harm all SDG, emphasising SDG 3
where it threatens to reverse the progress up to now on ensuring healthy lives and wellbeing
for all." Approximately 70 countries have ceased childhood vaccination programmes, and in
many countries, health services for cancer screening, family planning, or non-COVID-19
diseases have been interrupted or are being neglected.” Building up from the report, health
service disruptions might cause a reverse in decades of improvements. The service gaps
triggered from the pandemic possibly will affect population health for years to come.

Even though income inequality was experiencing a downward trend in some countries, a global
recession initiated from the pandemic could push millions back into poverty and exacerbate
inequalities. The most vulnerable groups (children, women, people with disabilities or, people
living in rural areas, etc.) are experiencing a great hit by the pandemic, highlighting a drawback
on SDG 10.

The Sustainable Development Goals report 2020 affirmed that even before COVID-19 the
world was off track in ending poverty, projecting a 6% of the global population would still be
living in extreme poverty by 2030 as per SDG 1 objectives. As expected, the pandemic has
increased the gap, causing 71 million additional people to live in extreme poverty.

Focusing on SDG 2, its objectives in ending hunger were disrupted even before the pandemic,
where the population was affected by a rise in food insecurity in 2014-2018. The COVID-19
has amplified the pressure on the production industry, supply chains, and household incomes,
triggering a greater impact on vulnerable groups. Access to water and sanitation, as SDG 6
objectives state, remains a major health issue. There are approximately 2.2 billion people
globally who do not currently have access to clean water and sanitation. The COVID-19 has
emphasised the lack of access to sanitation for billions."

The pandemic has also impacted the education sector, causing a fallback in completing the
objectives of SDG 4 which is attaining inclusive and equitable access to education for all. Many
children have been deprived of formal education by the pandemic restriction measurements,
projecting more than 200 million children will be out of education by 2030.

The world was on the right track aligning with SDG 5 objectives, ensuring gender equality,
with fewer girls being forced into early marriage and more women entering leadership roles.”
However, women’s wellbeing has suffered during the COVID-19 outbreak, with incidences of
domestic violence increasing up to 30% in some countries and a greater demand on women for
unpaid care work.
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COVID-19 — How it impacted the SDG
SDG 2 — Zero Hunger

The COVID-19 has caused a temporary shutdown on food and agricultural

products manufacturing, emphasising the impact on global food security, and

potentially causing an increase in prices. Movement restrictions imposed, could
cause missing the planting season, causing possible supply shortage, not able to meet the
demand. The food distribution channels are also facing heightened challenges, especially in
developing countries.

SDG 3 — Good Health and Well-being

GOOD HEALTH
AND WELL-BEING

The World Health Organisation (WHO) reported a major shortage of health
_'\'\/\' workers, mainly in low- and lower-middle-income countries - with an estimated
shortfall of 18 million health workers by 2030." This is largely due to a critical
lack of investment in education and training, a mismatch between education and employment
strategies concerning health systems and population needs.

The number of health workers who have passed away because of the virus is increasing daily.
There is a lack of proper personal protective equipment (PPE) due to a global supply shortage,
which could have led to an increase in the contamination rate amongst front-line workers.
Healthcare companies have been assisting in easing the problem by donating PPE, hospital
supplies and providing support for COVID-19 testing for hospitals and medical service
providers around the world. Other companies have also repurposed manufacturing processes
to begin making PPE, sanitisers/ disinfectants, and ventilators.

SDG 4 — Quality Education

QuALITY
EDUCATION

B Approximately 1.25 billion learners, or 72.9% of total enrolled learners,
!ﬂl worldwide have been affected by the pandemic outbreak. Leading technology
providers are partnering with Governments to ensure education and learning are
continued for students. In Ireland, IBM and Cisco have joined forces to offer teachers in schools
across Ireland free access to video conferencing to support the Department of Education and
Skills with remote teaching across the country.

The access to digital and learning facilities in vulnerable communities is limited and school
closures might lead to other potential social issues (e.g. child labour, increased dropout rates,
violence against children, no access to subsidised school or meal programmes). The less
educated are facing a higher risk of losing their job.
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- SDG 5 — Gender Equality

EQUALITY

Movement restrictions during the lockdown have impacted severely women
g being exposed to domestic violence — given that they are confined with their
abusers and have limited access to healthcare and social support services, in the
event, they require urgent assistance.

AR SDG 6 — Clean Water and Sanitation

AND SANITATION

Basic sanitation is crucial in preventing COVID-19 transmission. Approximately
E 3 billion people across the world, do not have access to adequate basic
handwashing facilities at their homes. In South Africa, the Government
responded by increasing access to basic sanitation needs through the provision of water tanks
and stand pipes for residents living in rural areas and informal settlements. Other African
countries did follow the example set by the South African Government.

However, this is only an interim solution, emphasising how crucial are the objectives of SDG
6, in planning and managing long outstanding water and sanitisation infrastructure issues.

s SDG 8 — Decent Work and Economic Growth

ECONOMIC GROWTH

International Labour Organisation (ILO) anticipates the pandemic to wipe out
6.7% of working hours globally in the second quarter of 2020, the equivalent of
195 million full-time workers. Governments across the world, depending on their
capacity, are responding to this new environment by offering various social protection
measures, focusing on informal and low-paid workers. Migrant workers, considered as a
vulnerable group, are at risk of exclusion from adequate access to healthcare services and by
further border closures and travel disruptions. The pandemic has increased the difficulty of
manufacturers targeting migrant workers for cheap labour in expanding their capacity to meet
the production demand for essential supplies.

o

The roadmap towards the 2030 Agenda would be impossible without national cooperation. The
pandemic has caused political tension and closing national borders with specific countries,
directly affecting SDG 16 objectives in promoting peace and safety from violence and SDG 17
to strengthen international partnerships.

To conclude, the impact is real and is increasing exponentially. The pandemic has triggered a
greater impact on developing countries like the Western Balkans region, which is the aim of
this assessment.
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COVID-19 — How it impacted the Western Balkan region

As elsewhere in the world, in the Western Balkans, the COVID-19 pandemic has plunged
countries into a deep recession. While the future forecast remains uncertain, economic activity
in the region is now projected to contract by an estimated 4.8% in 2020 — 1.7 (percentage
points) (p.p.) below the forecast in the spring 2020 Regular Economic Report (RER)."!

The recession is driven by a drop in both domestic and foreign demand and disruptions in
supply chains, especially earlier in the year when countries around the world imposed severe
containment measures and lockdowns.

The recession is expected to have a greater impact on Montenegro, Albania, and Kosovo, due
to their high dependency on tourism, which has suffered a critical hit by the pandemic.

Due to their economic structure, being dependable on export services, and external and fiscal
weaknesses, Montenegro, Albania, and Kosovo are expected to experience stronger shocks,
with a drop in GDP of over 8 p.p. compared to previous forecasts pre-COVID-19 2020. Bosnia
and Herzegovina, Serbia, and North Macedonia are expected to experience lighter recessions
with declines of 3.2, 3, and 4.1% respectively, compared to pre-COVID-19 forecasts.""!

In all Western Balkan countries, as the experts reveal, the recession will emerge as a result of
the decline of internal and external demand during the COVID-19 crisis.

Global and national restriction measures aiming to prevent the spread of the pandemic, from
social distancing to business closures, have created disruptions on the supply side and have
reduced household income and consumption. As long as travel restrictions and social distance
measurements are still in place, the undesirable impact may last longer in the service sector,
which has a particularly high contribution at the overall level of employment in the region
accounting at 75% in Montenegro and about 50% in other countries.

On November 26" 2019, Albania was hit by a devastating earthquake, and since then has
launched a reconstruction plan in building the houses which were impacted. The COVID-19
has impacted Albania’s disposable income and consumption, especially the consumption of
durable goods, delaying the reconstruction project.™

As the World Bank forecasts, exports of the Western Balkans for products and services are
expected to decrease. The total export growth in 2020 would range from -10.5% in North
Macedonia to -37 % in Albania. Imports are also expected to slow significantly.”

In summation, COVID-19 is impacting the Western Balkans economy, diverging even more
from the established roadmap of the 2030 Agenda. The SDG have all taken a hit from the
pandemic but, SDG1, SDG2, SDG3, SDG4, SDG5, SDG8, SDG9, SDG10 have been the most
impacted as of 31% of January.
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Albania

First cases of coronavirus (COVID-19) in Albania were confirmed on March 9" 2020.

As of January 31 2021, Albania was ranked 15" in the world with 971 active COVID-19

cases per 100 000 inhabitants. Also, 1380 people have died from the virus, representing 48
deaths per 100 000 inhabitants.!

Albania was mildly affected in the first wave of the pandemic during the second quarter of
2020. Due to its proximity and close relationship with Italy, Albania adopted some of the
strictest lockdown measures in Europe, when the first COVID-19 case was detected. The
Government proclaimed a state of natural disaster until the 23" of June.

Tourist movement over the summer period in Albania and the easement of restriction
measurements led to a rapid increase in the COVID-19 cases. To cope with the situation, the
Government was forced to reintroduce strict restriction measurements to maintain the situation
under control. While the situation was stabilising by mid-December due to the actions taken, it
started deteriorating again as of January 2021. Due to the holiday season, less testing was
conducted leading to lower positive cases. However, the situation changed rapidly as more tests
were being performed reaching a record of 901 new cases on the 30" of January. Table 1
presents a snapshot of Albania’s numbers related to the pandemic, whereas Graph 1 illustrates
the distribution of active cases at the prefecture-level as of 31% of January.

Table 1: Albania - Situation on 31% of January 2021

New cases per Deaths per

Tot cases New cases Active cases Tot deaths New deaths

100,000 100,000
78,127 876 29,323 1,380 11 30.5 48

Source: Ministry of Health and Social Protection

Graph 1: Albania - Active cases distribution by prefecture-level on 31% of January 2021

Active cases

16807
1447 479
1046
1623 =2
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Powered by Bing
@ Microsoft, TomTom

Source: Ministry of Health and Social Protection
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Active cases have been increasing at a worrying rate, causing COVID 1 and COVID 2
structures to reach their maximum capacity. Patients have been transferred to COVID 3 and
COVID 4 structures, and apart from Tirana, other regional hospitals have initiated the
rehabilitation of patients with COVID-19.

On the 11" of November 2020, new restrictive measures were introduced by the Government
for an initial duration of three weeks and later on extended until further notice. The
measurements included a curfew from 22:00 — 06:00 throughout the country, except for
necessary travel for work, health emergencies, or urgent needs. Businesses such as bars,
restaurants were required to operate only through delivery services when past the curfew time.
Remote working became mandatory for public administration (adapted to the specifics of each
sector), excluding the service delivery structures, which may continue their activity while
implementing security protocols. On the 17" of November, the government announced further
restriction measures: prohibition of gatherings of more than 10 people outdoors and indoors,
exclusion of political meetings and rallies, and interdiction of conferences, holiday ceremonies,
wedding ceremonies, and events other than funeral ceremonies with family members only, until
further notice.

Situation prior to COVID-19

In November 2019, Albania suffered the consequences of a devastating earthquake, which took
a toll on physical infrastructure and economic activity, leaving a burden on the budget prior to
COVID-19. Albania’s economy was experiencing a constant increase in real GDP growth,
however, the earthquake and draught causing a decrease in energy production triggered a
decrease from 4.1% to an estimated 2.2%.*

On the other hand, unemployment rates have been constantly declining, from 13.6% in 2017
to 11.6% in 2019. The situation regarding youth unemployment has improved (28% in 2019),
as well as long-term unemployment (67.4% of all unemployment), although their high levels
remain a concern. Despite this, the share of informal workers amplified, attaining 37% in 2018.
This situation has led to an outflow of the youth and highly skilled from the country, with more
than 1/3 of the population residing outside of the country. Net Foreign Direct Investments (FDI)
have decreased, estimated at 7.6%, after reaching its peak in 2016, due to the Trans Adriatic
Pipeline and the Devoll Hydropower projects."

Support packages

The Government has allocated a total of ALL 45 billion (2.8% of GDP) through two support
packages for the population and the private sector impacted by COVID-19, including budget
spending, sovereign guarantees, and tax deferrals.

On March 19" 2020, the Government amended the 2020 budget through a normative act
announcing a package of support measures of ALL 23 billion (1.3% of GDP).

Key measurements consisted of:

e Additional funding for the health sector ALL 2.5 billion
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e Paying minimum salaries supporting small businesses and self-employed that were
forced to close

e Allocating a fund of ALL 11 billion for companies to access in overdrafts for paying
employee wages where the Government will bear the interest costs

The second package was introduced on April 15" 2020 at a total of ALL 7 billion, which
includes:

e One-off transfer of ALL 40,000 to employees of small businesses affected
e Allocated a fund of ALL 15 billion to provide loans for working capital for all private
companies

A total of USD 65 million was made available for the immediate needs of the most vulnerable
part of the population, small businesses and for the potential unemployment increase due to the
pandemic.

A fund of USD 10 million was made available as a reserve fund to the Council of Ministers for
any unforeseen emergencies.

Impact on Social Protection (SDG1, SDG2)

A recent assessment by the World Bank has discovered that extreme poverty in Albania could
double in the short term, assuming self-employed people lose 100% of their income and wage
employees lose 50% in affected sectors. No response measurements could lead to a further
increase in poverty, from 40% (yearly average) to 44%, which is comparable to the situation
in 2005 and 2012 or equivalent to an additional 115,000 — 230,000 people brought to poverty.
According to an optimistic scenario from World Bank’s projection, Albania’s economy shrinks
by 5% in 2020. The economic downturn can increase the pressure on public debt and fiscal
vulnerability, impacting workers in the most affected sectors such as tourism and hospitality,
manufacturing, and nonessential trade.

The pandemic has increased the gap between vulnerable groups. People suffering from a
chronic health condition, HIV/AIDS and TB, people with disabilities, people with a high
predisposition to develop mental health conditions, the elderly, women and victims of domestic
violence, minorities, people affected by the earthquake are the ones who face the greatest risk
form COVID-19. These marginalised people tend to be unemployed or depend heavily on the
informal economy, including women working to provide care to others. They have inadequate
access to social services, limited capacities and opportunities to cope and adapt, and limited or
no access to technologies.

Impact on Health (SDG3)

The Government restriction measurements have influenced how non-COVID-related diseases
are being treated by the public health sector. Various services were put on hold except for
emergency and follow-up/ treatment for certain categories of patients and the contacts of health
personnel with patients were minimised.
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The state budget for 2021 highlights the amplified focus on the health sector. The front-line
medical staff has experienced a 40% increase in wages since the beginning of the pandemic.
Moreover, the newly approved budget will cover other investments in the health sector such as
reconstructions of hospitals and building new ones. The 2021 budget for health and social
protection compared to the 2020 budget, is enriched by 7.5%, while only for the health sector,
the budget was amplified by 8.25%*",

Albania’s public spending on health as a share of GDP (2.97%) is one of the lowest compared
to most South-Eastern European countries, and projections for 2022 show a slight decrease of
2.94%." This decreasing trend might be worrisome in the future if needed to build back better
and invigorate the health system. According to WHO, projections show that for 2020 - 2022
Albania will spend less than 10% on health compared to the overall public budget. The decline
in the resources to primary care is concerning. The strategy for the development of primary
care in Albania calls for an increased budget to 25%. The important role of primary care in the
COVID-19 response and recovery is significant.

Since COVID-19 cases have been increasing rapidly, measurements were taken to ensure the
availability of health workers, increasing the density and their distribution in all COVID
structures. Retired health workers have decided to return to the front-line of action, providing
their assistance and expertise in maintaining and stabilising the situation.

In addition to that, COVID-19 has impacted significantly the mental health and psychosocial
well-being of children or adults. Particular groups are exposed to a greater risk of experiencing
social and/or psychological problems. Vulnerable groups would consist of children with
disabilities, children without parental care, people with pre-existing mental health problems,
people that have gone through or traumatic events. As reports of the Child Helpline and the
web-based counselling service www.nukjevetem.al indicates the number of requests for mental
health and psychosocial support and counselling has experienced a significant increase of 30%
directly or indirectly linked to COVID-19. During the pandemic, as the media reports, 6 people
who tested positive with COVID-19 have committed suicide, where 5 of them were
hospitalized in COVID-19 structures.

The graph below illustrates the trend of total deaths from 2017 — 2020 in quarterly increments.
It can be observed that the death number has followed the same trend throughout the period in
consideration up to the first positive COVID-19 case in March 2020. Due to strict
measurements imposed by the Government, the number of total deaths was kept at a low level
There was a sudden increase in the number of total deaths at Q3 by almost 30% compared to
the previous year. In Q3 there were fewer restrictions and the summer season was approaching,
suggesting an increased movement from tourists, thus increasing the chance of contact between
people and being contaminated. The number of deaths increased significantly in Q4 2020,
approximately 40% compared to all three previous years, which led the Government to impose
more severe restrictive measurements.
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Graph 2: Albania - Total deaths quarterly, 2017 — 2020
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The number of road accidents was impacted drastically by the pandemic. Strict restriction
measurements and fear of being infected, caused the number of road accidents to drop
significantly for the period March-May, as illustrated below. As stated above, Q3 had fewer
restrictions and the summer period, causing an increase in people movement, resulting in an
increase of road accidents and in September even surpassed the previous year. For Q4 measures
were reintroduced to stabilise the situation of COVID-19 cases, impacting the number of road
accidents as well.

Graph 3: Albania - Road accidents monthly, 2019 — 2020
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Impact on Education (SDG4)

The pandemic outbreak introduces a real threat in educating children, adolescents, and the
youth. About 572,000 students from preschool to higher education were disrupted from being
able of a physical presence in their schools since March 9™ 2020, when the country was in
quarantine. Since September 14" 2020, the school year started, following three scenarios
depending on the school. Students are going back to school and i) following all classes
physically, ii) alternating between one week of physical classes and one week of online classes,
or finally, if the situation deteriorates, iii) they will follow online classes only. Additionally,
the Ministry of Health shared instructions approved by the Technical Committee of Experts, to
be followed during the school year, such as the obligation to wear masks for students in middle
school or high school and other safety measures. While for the Universities, following the
proposition of the Technical Committee of Experts in Albania, have remained closed and
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shifted to distance learning for the academic year 2020-2021, which started on November 2"
2020.

School closures have led to education being interrupted and caused limited social interaction.
For the most vulnerable group of children, it also limits their access to essential services like
information on disease prevention, water, and sanitation, measures against violence, or
psychological support. At least 11,000 students have been identified as not having access to
online learning, many of them living in remote and rural areas with no Internet or devices at
home. Roma children and children with learning difficulties and disabilities have not been able
to access online learning.

Overviewing the shocks brought by the COVID-19 pandemic, it can be concluded that the
education system will suffer consequences in the short and long term. Similar to other
countries, Albania’s education system did not have the infrastructure and resources to
overcome extended closures imposed by the pandemic.

As many experts declare, learning loss will be unavoidable and considerable,
disproportionately affecting the disadvantaged, with a larger share of students likely to fall
back into functional illiteracy and potentially dropping out of school altogether. Estimates
suggest that the percentage of “low performers” is likely to increase approximately by 8% due
to school closures from mid-March to June 2020. The pandemic will likely deepen the equity
challenges for the most vulnerable students who will consequently require additional resources.

Schools, teachers, parents, and caregivers found themselves mostly unprepared neither for
digital literacy support nor for guidance to online safety with the increased exposure to online
risks for children.

A recent assessment on the impact of COVID-19 on the well-being of children from World
Vision in Albania has found that 1 in 10 children cannot access education activities online,
while this is true for 1 in 2 children with disabilities.*V

Furthermore, the national study on children’s experience online carried out by UNICEF
Albania during 2018 — 2019 “One Click Away” has presented that parents’ digital skills are
much lower than those of their children’s, with parents from low socio-economic groups being
most affected.

Currently, because of a lack of disaggregated data, it is unclear how many students with
disabilities are receiving adequate educational support because of the pandemic. In addition to
the several challenges that children with disabilities and their families were facing before the
pandemic outbreak regarding lack of quality services and limited access, socio-economic
challenges of their families, children who used to attend school were negatively affected by the
classroom shutdown in various ways. They lost access to play/socialise with their friends,
activities that are equally important for the development and learning of the child, while another
barrier was that, many teachers lacked ICT skills and knowledge to continue providing quality
support for these children.

Additionally, disruption in education and e-Learning might lead to an increase in the drop-out
rate of children attending the school and reduce the quality of education. For socio-
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economically disadvantaged children, ethnic minorities, children with special needs, and for
children struggling academically in school, such changes might lead to a greater negative
impact in the long term.

Impact on Gender Equality (SDG5)

COVID-19 impacts and other natural disasters are exacerbated for women and girls who are
generally earning less, saving less, and holding insecure jobs or living close to poverty.
Evidence shows that many women in Albania are employed informally, low-wage activities
that were disrupted due to COVID-19 strict measures. This situation has a direct economic
impact on women and girls and could be long-term widespread. Women engaged in care and
domestic work are experiencing higher economic consequences.

The rapid gender assessment conducted by UN Women in Albania confirmed that COVID-19
could increase the gender inequalities gap, disproportionately affecting women's livelihoods.
The assessment reveals, that the pandemic impacted the psychological and mental health of
women at higher rates compared to men (69% vs. 57%), with a widening gap among active
working women (72% vs 58%) and in rural areas. *"!

Furthermore, more frequently than men, women experience limited access to basic health
services. From the rapid gender assessment was concluded that the COVID-19 outbreak would
have major consequences for the wealth of women, including the depletion of their spending
power. The majority of losses in income for women and men are those generated from
remittances, family businesses, and farming. Women face more limitations compared to men
when trying to access food (46% vs. 43%) due to market closures and the reduced opening
hours of stores.

More women than men switched to home-based working, due to the Government restrictions
stating that the parents with children 14 years old and younger, should work from home. More
women (51%) than men (27%) worked from home instead of their usual place of work during
the outbreak; increasing the proportion of time spent on unpaid domestic and care work.

Moreover, one of the most common problems of women during the pandemic, but especially
during the lockdown was facing greater difficulties in accessing hygiene products and medical
supplies for personal protection.

Gender-based violence increases during emergencies. The pandemic has confined survivors
and witnesses of violence near their perpetrators, and such a situation can be both traumatizing
and high risk. Furthermore, during the time of the lockdown, survivors of violence or those
with protection orders could not readily access legal, social, or other support and services.
According to UN Women Albania, in March 2020, the State Police reported 245 cases of
domestic violence, of which 89 were prosecuted - 33 perpetrators were arrested and 141
protection orders were issued. The downward trend compared to February 2020, when 321
cases of domestic violence were registered, is a fact which indicates that reporting may have a
lower tendency because many women were forced to remain in isolation with perpetrators of
violence due to various social, cultural, economic and psychological factors.

SUSTAINABLE @™ &' 15
DEVELOPMENT \J3% ‘*ALS



Additionally, World Vision Albania through the COVID-19 Assessment Report concluded that
during the quarantine, 48.6% of the participants in the survey, report the presence of verbal
abuse and 19.9% report the presence of physical abuse. *"

Impact on the Economy (SDG8, SDG9)

Albania was hit by a high magnitude earthquake in November 2019 and is experiencing a
pandemic outbreak since March 2020. The unexpected events led to a huge impact on GDP
performance, which was experiencing a slight increase before the earthquake. The graph below
illustrates that in Q4 2019, Albania experience a rapid decrease which also continued in Q1
2020 but at a much slower rate. In Q2 2020, Albania experienced one of its greatest drop in
GDRP linked to the pandemic outbreak, and in Q3 due to the Government support packages, it
is observed that impacted the GDP positively. The Government support packages have had an
outstanding result in the economy boosting the GDP growth in Q4, achieving +3% growth.

Graph 4: Albania - Real GDP Growth (%) quarterly, 2017 — 2020
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Aiming to mitigate the pandemic effects, the Government introduced the employment
promotion program, covering reemployment costs of those who lost their jobs during the
lockdown. The Government will cover the full cost of social contributions for employees in
the informal sector, whereas for the formal sector, will only cover half of the wage.

The Bank of Albania (BoA), targeting to address the liquidity bottleneck of companies and
individuals, has extended a temporary suspension of requirements for loan classifications and
provisioning to August 31, 2020, enabling clients to ask banks to defer loan instalments without
penalties. On May 28, BoA also adopted regulations allowing banks to restructure loans within
2020 without additional provisioning or downgrades for borrowers’ status (IMF). BoA
suspended dividend distribution for banks until the end of 2020 to boost capital and support
lending during this period. To incentivise the use of Internet banking and reduce the number
of people requiring services in the bank premises, the central bank also waived the commissions
for transfers in local currency. On July 171", 2020, BoA announced it had set up a €400 million
repo line with the European Central Bank (ECB). The line will remain in place until June 2021,
unless an extension is decided.

The support packages introduced by the Government had a huge impact in increasing total
expenditure. Due to the decrease in GDP, Government revenue experienced a drop as well.
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According to the Ministry of Finance and Economy, Albania’s government revenue during the
pandemic decreased approximately by 10%, illustrated in the graph below.

Graph 5: Albania - Government Revenue Vs Government Expenditure, 2017 — 2020 (ALL billions)
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Albania throughout the years has shown a constant increase in Government borrowing. The
support packages offered have impacted the Government debt, forecasting an increase of 12%
compared to the previous year. The graph below illustrates Government debt in ALL billions
compared to the percentage of GDP.

Graph 6: Albania - Government Debt (% of GDP), 2017 — 2020
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Albania’s economy is very dependent on the tourism sector which contributes more than 20%
to the GDP. In July 2020, the number of foreign tourists was decreased by 61.5% compared to
last year. 1" The graph below presents a glance at the movement of people for holidays and
relative visits monthly from 2017 — 2020. Albania has shown the same trend from 2017 — 2019,
peaking in August, and even the peak has increased as well. However, since the pandemic
outbreak, strict restrictions and the closure of international borders, have decreased the
movement for holidays. At the beginning of the pandemic, the movements were almost
inexistence, but as summer holidays approached and restrictions were lowered, it is observed
a significant increase. Comparing August 2019 with August 2020, it is observed a drastic
decrease of 33%.
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Graph 7: Albania - People movement (Holidays, visit relatives), 2017 — 2020
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BOA at the start of the pandemic conducted an initial analysis, indicating that around 100,000
jobs are at risk due to the lockdown and social distancing policies. Building up on that, the
annual unemployment rate could face an increase of 7.4% due to the impact of the pandemic
and earthquake. A loss of 34 000 jobs and an increase of the unemployment rate by 0.6 p.p. y-
0-y to 12.5% showed the deterioration of the labor market in Albania.™

Graph 8: Albania - Unemployment rate (%), 2017 — 2020
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Medium, small and micro enterprises (MSME) are the most vulnerable businesses, which have
been impacted on both supply and demand side. From the supply point of view, businesses
have experienced a shortage in experienced labour due to an increased number of COVID-19
active cases and movement restrictions. On the demand side, MSMEs are experiencing a drop
in revenue, caused by the imposition of the curfew time, affecting their ability to function,
and/or caused severe liquidity shortages. An increase in the unemployment rate as presented
above, can lead to less disposable income available and contribute to a decrease in consumption
expenditures. The impact of the virus has a potential spill over into financial markets, with
further reduced confidence and a reduction of credit. These various impacts affect both larger
and smaller firms. However, the effect on MSMEs is especially severe, particularly because of
higher levels of vulnerability and lower resilience related to their size.

The pandemic has impacted the transportation of the volume of freights from air, sea, and land.
For air and land, the volume of freights is lower almost every month, experiencing their greatest
decrease during the period of April-May. However, sea freights experienced a significant

SUSTAINABLE g™ &™% 18
DEVELOPMENT "..-ALS



decrease in March due to uncertainties with policies in place, since then have recovered at a
fast rate surpassing the volume of 2019 in October.

Graph 9: Albania - Freights by air monthly, 2019 — 2020 (000/ton)
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Graph 10: Albania - Freights by land monthly, 2019 — 2020 (000/ton)
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Graph 11: Albania - Freights by sea monthly, 2019 — 2020 (000/ton)
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Impact on the Environment

The pandemic outbreak demonstrated a mixed impact on climate and the environment™. Air
pollution improved substantially during the lockdown but the positive impacts reversed
immediately with the relief of the measurements. It is highly relevant to address long-term
environmental challenges to achieve a sustainable environment as they are a substantial part of
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the 2030 Agenda. Living conditions and environmental sustainability are highly interrelated
among SDG objectives. For example, SDG 8 promotes economic growth through a greener
economy, long-term sustainable consumption, and preventing environmental degradation.
SDG 11 calls for more resilient and sustainable cities. Sustainable industrialisation and
economic growth must go hand in hand with environmental objectives, shifting to a less
intensive industry and exploiting renewable and efficient energy. SDG 12 promotes sustainable
consumption and production pattern, efficient use of natural resources. The short-term positive
impact on air pollution and climate of pandemic showed once a need to promote the use of
renewable energy sources to meet the energy demand and keep low rates of GHGs emission,
improve air quality and pollution reduction. SDG 13 calls for urgent action to combat climate
change and its impacts. Indeed the impact of climate on the environment is an essential debate
in developed countries and the enhancements of climate and environmental measures to benefit
not only the environment but also to ensure a healthy society and well-being. Whereas, SDG
15 emphasises a more direct call to protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification, and halt and reverse land
degradation and halt biodiversity loss.

Hence, to enhance environmental sustainability, the Albanian Government in coherence with
the European legislation, in 2017 ratified the law for the promotion and production of
renewable energy™ whereas in 2020 ratified the law on climate change®'" . Referred to these
laws and regulation, as Governments respond to the economic fallout from COVID-19, there
is a growing demand to “build forward better”, ensuring that the money allocated on supportive
packages are used to invest in a low-carbon and resilient economy;, i.e. clean, green, sustainable
and resilient investments. This would significantly contribute towards making progress in the
fight against climate change and accelerate the transition to a sustainable environment in this
crucial year for climate action, given that Albania like other countries is now preparing to
submit revised national climate action plans, known as NDC, under the Paris Agreement and
that the response by the Government to the pandemic will influence.

Albania is considered a biodiversity hotspot in Europe. To protect the remarkable biodiversity
and valuable natural resources, the government has placed under protection about 18% of the
territory, including 58 protected areas covering a range of categories under IUCN —
International Union for Conservation of Nature.

As the government focuses on solving the economic crisis, sustainability and preservation
should be enforced, investments in biodiversity conservation maintained, financing and
implementing the management plans and budgets of protected areas given priority, and rare
species and habitats should be protected. This will also increase economic gains, attract
tourists, and create new business opportunities.

Travel and Tourism sector constitutes 10.3% of global GDP and creates 1 in 4 jobs, while
wildlife tourism supports over 22 million jobs, contributing USD 340 billion to the world GDP.
In Albania, the number of tourists in Protected Areas increased by 30% in 2019 (916,660
visitors) compared to 2018 creating a need for more investments in human and eco-friendly
infrastructure as well as enforcement of environmental regulations.
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Kosovo

First cases of coronavirus (COVID-19) in Kosovo were confirmed on March 13" 2020.

As of January 31% 2021, Kosovo had 325 active COVID-19 cases per 100 000 inhabitants.
Also, 1498 people have died from the virus, representing 78 deaths per 100 000
inhabitants.

The pandemic forced Kosovo’s Government in implementing drastic measurements to contain
its spread. Kosovo was put on total lockdown, as health systems buckled, borders closed, and
schools and businesses shuttered under the pressure of the crisis of COVID-19. The vulnerable
groups, already living in fragile contexts already facing difficulties from economic distress and
instability, suffered the utmost impact from COVID-19. Table 2 illustrates a snapshot of
Kosovo’s situation on 31% of January.

Table 2: Kosovo - Situation on 31% of January 2021

Tot cases New cases Active cases Tot deaths New deaths N EREE LT Digeii vr

60,218 572 6,281
Source: https://covid.observer/xk/

Situation prior to COVID-19

100,000

In 2019, Kosovo’s GDP growth was estimated at 4%, driven by domestic consumption and
service exports.® Despite sustaining positive growth following the 2008 global financial
crisis, in 2017 Kosovo’s average GDP per capita was the second-lowest in Europe and
persistent levels of unemployment remained above 30% on average between 2013 and 2018.
Despite being one of the economies most open to foreign direct investment (FDI) in the region,
FDI represented only 4.2% of the GDP from 2013-18 and was primarily driven by remittances
from Kosovo’s diaspora. Likewise, Kosovo is one of the largest per capita importers of food in
Europe and remains reliant on imported inputs for industrial production. Kosovo’s economic
stability and food security are thus especially vulnerable to any disruptions to global supply
chains. ™"

Due to the pandemic outbreak, Kosovo’s economy is forecasted to decrease from 1.6% to
5.2%! in 2020. Kosovo’s diaspora has strongly supported domestic consumption, remitting
EUR 526 million between January — July of 2020, EUR 47 million more compared to the same
period in 20109.

In mid-September 2020, the Government revised the projected economic trajectory for 2020 to
adecline of -6.4%. The decline is largely attributed due to a decline in service exports and fixed
capital formation, which dropped by 63% and 41% respectively year on year (y-0-y).

Support packages

On the 11" of March, the Government allocated EUR 10 million to fund efforts in containing
the pandemic spread and reinforcing the healthcare system.
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On the 30" of March, the Government approved a critical emergency support package,
approximately EUR 170.6 million (3% of GDP) to support individuals, businesses, and
municipalities impacted by the COVID-19 crisis.

Kosovo has allocated roughly EUR 570 million for economic recovery up to date. The
exchange rate has not been impacted since the country is unilaterally euroized. From January
— August 2020, total public revenue fell by approximately 11.5% y-o-y while budget
expenditure grew by 7% y-o-y. Public debt as a ratio to GDP is expected to grow as the result
of increased social expenditure partly financed using loans from multiple IFls and the EU. In
October, the economy received EUR 50 million from the EU Macro-financial Assistance 15-
year loan.

In January-December 2020, budgetary revenue dropped by 10% y-o0-y due to direct and indirect
taxes contracting by 9.5% and 10.8% y-o0-y, respectively. The Government has allowed its
citizens in withdrawing a proportion of their pension fund which has contributed to a further
decrease in Government revenue. The eleven-month general government deficit reached EUR
83 million (4.9% of projected annual GDP) while in 2019, over the same period, it had a surplus
of EUR 243 million. The graph below illustrates how Kosovo’s Government revenue and
expenditure have changed throughout the period.

Graph 12: Kosovo - Government Revenue Vs Government Expenditure, 2017 — 2020 (EuR billions)
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According to several reports, Kosovo has one of the highest poverty levels in South-Eastern
Europe, with a 20.7% child poverty rate.*"" The impacts of COVID-19 on poverty are likely
to be substantial, as economic activity in Kosovo has been brought to a standstill. A significant
number of people are likely to lose their jobs, especially those on fixed-term contracts, seasonal
workers, and those working in the informal economy.

In Kosovo, the pandemic is exerting unprecedented pressure on economic activity and the
livelihoods of people. Despite the easing of containment measures in June 2020, the economy
continued to decline, as the pandemic shock continued to stifle diaspora-driven service exports,
investment, and private consumption.

What is important and worth mentioning is that despite the COVID-19 crisis in Kosovo, the
remittances are increasing, thus emphasising the importance of the diaspora’s role in Kosovo’s
economy.
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Impact on Health (SDG3)

Kosovo’s current health system might not have the capacity to serve all the new cases from
COVID-19. Health care indicators in Kosovo such as the number of nurses per patient and
number of beds are among the lowest in Europe. Kosovo is experiencing a severe shortage of
qualified medical staff, particularly concerning the situation in primary health centres. There
are also reports of unavailable drugs and services, long wait times, lack of diagnostic, lab
services, and specialists. Women are at the forefront of the COVID-19 response — who
frequently have performed critical work in absence of the necessary protective equipment and
hygiene facilities.

The health system is predominantly tax-funded (97% comes from the general budget), but
private out-of-pocket payments make up a significant share of contributions. Implementation
of a recent health insurance reform has been delayed, leaving Kosovo’s health system under
Government management. Public health personnel is governed by civil service law and budget
rigidities. These challenges imply that Kosovo’s health system has limited capacity in
responding to such a demand surge, although several urgent health actions have been taken
since early March 2020.

Furthermore, the main concern of the health specialists is the impact of COVID-19 on the
mental health of the population. While Kosovo has focused all their healthcare workforce on
preventing the spread of the pandemic, essential health services and lifesaving interventions
are receiving less focus.

Impact on Social Protection (SDG1, SDG2, SDG10)

In Kosovo, 18% of the population already lives below the absolute consumption poverty line
(€1.85 per day in 2017 prices), with 5.1% in extreme poverty (€1.31 per day) and inhabitants
of rural areas and female-led households disproportionately impacted. ™" The poverty
headcount ratio at USD 5.50 a day lay at 21.6% in 2017. This category has little to no access
to health services.

Household earnings in Kosovo are expected to decrease due to the supply and demand shocks
to the economy arising from strict containment measures. A recent UN rapid assessment™
presented that 30% of respondents reported reduced hours of paid work or job loss (mostly in
the construction and hospitality sectors). Decreased incomes were reported by 53% of
respondents.

Experience also suggests that, during the crisis, unemployment rates can rise at a faster rate.
This is particularly difficult for Kosovo, which has low rates of participation in the workforce,
to begin with. The fallout from the pandemic will have effects both on women, who have pre-
existing vulnerabilities in the labour market, and men who, in real terms, will be most affected
by job losses.

A World Bank analysis reports that approximately 90% of Kosovo workers in the sectors most
affected by the lockdown are men (reflecting both the higher rates of employment amongst
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men and the types of work men carry out compared to women) who work informally and in
small firms. Most of the workers mentioned above do not have access to social insurance.

Overall, the ability of Kosovo’s social protection system to respond rapidly to any sudden
shocks is undermined by the lack of any unemployment insurance, the rigid and narrow
targeting criteria for social assistance, and a lack of a registry of potential beneficiaries, which
could assist the Government in rapidly expanding the emergency cash transfer support.

Impact on Gender Equality (SDG5)

The vulnerable groups of women and girls, face a greater risk of being exposed to domestic
violence due to increased time spent at home. According to Kosovo Police, the number of
Domestic Violence reported cases in the first quarter of 2020 was 481 cases, an increase of 98
cases compared to 2019; and UN Women implementing partners have reported an increase in
the number of victims looking for assistance. The UN’s rapid assessment™ indicated that 35%
of respondents did not even know where to seek help in case of domestic violence. UN Women
also identified an interruption of victims’ access to social protection, with social workers
refusing to visit shelters to provide social support or psychosocial counselling due to the
pandemic.

Impact on Education (SDG4)

Regarding the education system, parents are also currently facing additional burdens, including
home schooling. With schools closed, the Ministry of Education in Kosovo has implemented
distance learning for school-age children across Kosovo. While the majority of children have
been able to attend regular distance learning, about 4% of children have missed lessons due to
lack of equipment or weak internet connections, affecting their right to proper education. While
this situation continues, it requires further mobilisation and adaptation of all learning materials.

Impact on the Economy (SDG8, SDG9)

The consequences of the pandemic on Kosovo’s already fragile economy might be severe, as
business closures have already affected employment and disposable income, impacting
consumption. A recent report estimates that a two-month economic hiatus in Kosovo’s
hospitality sector will affect 3,683 Small Medium Enterprises (SME) directly, with a EUR 13
million loss in turnover, loss of over EUR 6 million in wages, and more than 12,000 employees
without income and at risk of losing their jobs. Kosovo’s GDP experienced a rocketing
decrease at the start of the pandemic achieving a record low of -9.3%. The Government support
packages have supported the economy by injecting money in the environment and at the end
of Q4 Kosovo reached a positive GDP growth.
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Graph 13: Kosovo — Real GDP Growth (%) quarterly
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The unemployment rates of Kosovo have always been high, however, it has shown a
decreasing trend throughout the years. In Q2 of 2020, it is observed an increase in the
unemployment rate which is mitigated due to the Government support packages in Q3 and is
expected to decrease even further in Q4.

Graph 14: Kosovo - Unemployment rate (%), 2017 — 2020
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The impact on interlinked sectors could exceed EUR 10 million.**Another survey indicates
that 74.5% of businesses have reported an income decrease, 47.8% could not keep employees
on the payroll, and 36% had difficulties in paying taxes or fees, while 32.1% were planning on
reducing their employees " The recent UN rapid assessment **" reported that 70% of
responding businesses had to close or work at a lower capacity, and 1/3 of the businesses were
uncertain about how much longer they could afford to operate in such a volatile environment.
Beyond the demand and supply factors, SMEs are particularly vulnerable to shock because
they often have limited liquidity and low financial buffers to absorb the sudden loss of revenue.
In comparison with larger businesses, they cannot also adapt their operations management fast
enough to respond to changes (for example through infrastructure upgrading or digital
solutions) or diversify their supply chains.

Vulnerability and poverty are expected to increase significantly, impacting mostly the informal
economy and those facing long-term unemployment, low salaries, or lack of alternative
income.
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In conclusion, the pandemic has exposed the systemic vulnerability of society to two external
shocks; the health risks of COVID-19 and the economic impact of global lockdown. Fragility
in both external shocks results from  macro-economic growth and fiscal constraints and
relatively weak public sector administration, which would undermine social protection and
welfare provision. The pandemic has also exacerbated economic inequalities, manifested by
the continuous rise in households seeking basic food supplies and unemployment benefits, and
highlighted ongoing human rights challenges, including violence against women.

North Macedonia

The first confirmed case of coronavirus (COVID-19) in North Macedonia was reported on
February 26" 2020.

As of January 31 2021, North Macedonia was ranked 42" in the world with 393 active
COVID-19 cases per 100 000 inhabitants. Also, 2855 people have died from the virus,
representing 137 deaths per 100 000 inhabitants.**"

The number of new cases in recent weeks is decreasing but remains at a critical level. After a
strict lockdown in the spring followed by a gradual reopening of the economy, social-
distancing restrictions were tightened again to slow down contamination. Table 3 illustrates a
snapshot of North Macedonia’s situation on 31% of January.

Table 3: North Macedonia - Situation on 31% of January 2021
New cases per Deaths per

100,000 100,000
92,693 175 8,157 2,855 7 8.4 137

Tot cas