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RATIONALE

Why should the civil society monitor EGPRS implementation?

In the process of elaboration and public debating of the Economic Growth and Poverty Reduction Strategy 2004-2005 (EGPRS) there have been involved numerous organizations of the Moldovan civil society. This was the first public debate ever carried out in the Republic of Moldova. The gained positive experience should be continued, while EGPRS should be looked upon not only as a strategy but as a basic principle for the elaboration of a transparent and effective policy. After the legal approval of the document, the role of the civil society becomes more important as the implementation is the essential stage in the life of the Strategy. It is namely the organizations of the civil society that should be the first to be interested in the results obtained by the Government in the social development and in the facilitation and modernization of the economic growth. 

The involvement of the civil society organizations in the monitoring of public policies and in the evaluation of their impact is a natural phenomenon of democracy that the Republic of Moldova aspires for. Moreover, the Government of the Republic of Moldova admits that the civil society has an essential role at this stage of EGPRS (paragraph 606). This role is directed at activities which aim at:

· „social surveillance” and active participation in the monitoring process, including by generation and dissemination of independent data;

· Engaging in dialog with the government and offering feedback regarding the efficiency of the chosen strategies and policies;

· Supporting more efficient policy options; 

· Taking responsibility for the implementation of specific initiatives.

The Parliament of the Republic of Moldova approved by law the Economic Growth and Poverty Reduction Strategy
. One of the positive sides of the approval by the Legislative is that the Government is obliged to accept the involvement of the civil society in EGPRS implementation monitoring process. On the other side, article 2 of the Law on EGPRS approval enables the Government to introduce modifications and additions to annexes 1-7 of the Strategy that would not contravene to its contents. The civil society should effectively play its watchdog role and keep under strict observation the way the government communicates with its partners on development and how it harmonizes often contradictory interests without altering the EGPRS spirit.
Is it too early to monitor EGPRS?

The question might seem reasonable from at least three points of view. Firstly: is it justified that the civil society organizations should „jump” with their opinions on EGPRS implementation if the Government, the Participatory Council and EGPRS National Council haven’t expressed theirs on the subject? The answer is definitely positive. The experience demonstrates that the civil initiatives on issues, that pertain to government’s responsibility, make the latter be more operative, publish more statistical data and to fulfill the tasks with a greater responsibility.
Another eventual reason for skepticism would be that, it seems too early to monitor a strategy which was approved at the end of 2004. The argument is not justified because the document under analysis refers to the period 2004-2006, and 90 % of the actions for the implementation of the Strategy should have started or even ended in 2004. Being close to the middle of the period for which the EGPRS implementation is planned, it is natural to get interested in the intermediate results. Moreover, the early monitoring leads to the identification of existing weaknesses in EGPRS which could be removed in up-dating the process.

The last reason that might question the opportune timing for the monitoring would be that the international financing institutions haven’t offered the promised credits for EGPRS implementation. This argument is partially true as the realization of a great number of actions foreseen by EGPRS does not involve essential financial resources and their implementation could start regardless of their relations with external donors.

Besides this, the international financing institutions are not carried away by the rhetoric, even a pleasant one within EGPRS. Though this document is written much better compared with other strategies elaborated in Republic of Moldova, only concrete actions will convince the international financing institutions of the seriousness of Republic of Moldova in what concerns the social development and the economic growth based on EGPRS. So far, the attitude of international financing institutions towards the abilities of the government to implement EGPRS can be characterized as „moderate optimism”

What exactly should be monitored?

EGPRS is a voluminous and complex document which foresees the implementation of more than 300 actions in over 40 fields and domains of specialization. The list of monitoring indicators contains about 170 items. Evidently the monitoring of such an ample strategy is difficult and presumes unification of efforts of more specialized organizations in different fields. The present study is limited to strategic measures adopted by the government for poverty reduction on some segments of the economic policy and interfacing policies: monetary, budgetary-fiscal, structural and administrative reforms, commercial reforms. The actions referring to the social sphere (education, health, insurance and social assistance, youth policy, labor market) are not included in this study. 

The measures undertaken by the government which contravene to the text or the EGPRS spirit are identified. In the ideal situation, keeping a close watch on the process of implementation should be done on the basis of the Matrix of Policies, but this matrix is only at the beginning of its specification and harmonization.

The very fact that that at the beginning of May, 2005 the Matrix of Policies does not exist in its final variant; it is a significant drawback in the process of EGPRS implementation. Finally, depending on the available statistic data, the evolution of the monitoring indicators will be displayed in Annex 5 of the Strategy.

metodological notes

The implementation of this monitoring study of the Economic Growth and Poverty Reduction Strategy was complicated due to a series of factors:

· The mid-term objectives, priority actions and measures stipulated in EGPRS are in many cases ambiguous and do not allow for a satisfactory quantification;

· Lack of mid-term (2004 and 2005) and final (2006) target-levels for the majority of EGPRS monitoring indicators (see EGPRS Annex 5);

· Lack of free and prompt access of the public to the data compiled by the public institutions – Ministries, departments, local public administration, control bodies;

· Being in an election campaign, the public officials avoided the discussions concerning EGPRS “until the clarification of the situation”;

· The necessary statistic information is dispersed in different institutions and not centralized by the Sociology and Statistics Department; the ministries do not always put at the disposal of the public the existing information;

· There is a lack of communication between various structures involved in the monitoring process;

· The Sociology and Statistics Department does not offer in a prompt manner the information necessary for the analysis; 

· Lack of methodology necessary for the measurement of all the indicators included in EGPRS
.

When intermediary EGPRS evaluation will be done during the year 2005, the civil society organizations will have to insist that the factors, which hinder the public monitoring, will be removed. The goals and priority measures should be specified, so as to be quantifiable. Intermediary and final targets of the EGPRS monitoring indicators should be included. Evidently, it is not realistic to expect the removal of all the barriers, as some are part of the bureaucratic culture
 predominant in the Republic of Moldova or are due to profound institutional factors which cannot be annihilated immediately. 

I. Public participation in EGPRS implementation 

How does EGPRS institutional and organizational framework function? 

The institutions and the bodies involved in the monitoring and participation process are established by EGPRS in chapter VIII. The institutional structure is relatively simple and should function well. But form the organizational and hierarchal points of view, the stipulations are too general and still need specifications. Specifically, the following institutional arrangements are not clear:

· Do there exist or not established regulations for the functioning of the monitoring units within ministries and services? If not, how will the interactions between the monitoring units be regulated with other actors involved in the implementation process?

· What are the procedures and the reporting periods of the monitoring units to the superior hierarchically actor – the Ministry of Economy?

· How will the monitoring units within the ministries communicate and interact with the working groups of the Participatory Council?

· How will the integrity of the information and the rapid exchange of documents be ensured among the actors?

· How will the feedback from the participants in the monitoring process be provided to the policy makers?

· What will be the qualitative and quantitative evaluation indicators of the public participation?

· Which will be the role of the Parliament as a whole and of the parliamentary commissions in the EGPRS monitoring process? The Law on EGPRS approval stipulates only that the government shall submit an annual report to the Parliament on the EGPRS implementation process.
The coordinating role of the implementation, monitoring, evaluation and annual updating of the Strategy will be carried out by EGPRS National Council, headed by the President of Republic of Moldova (paragraph 608). This stipulation could contravene with the Ministry of Economy having the coordinating role in EGPRS implementation process (paragraph 604, 616) and might generate useless institutional rivalries. The national Council has not had any public meeting in 2005 and its composition is not known. According to paragraph 608 the Ministry of Economics was to elaborate and EGPRS National Council had to approve the annual implementation plan of the Strategy. Such a document as far as we could learn from the representatives of the Ministry is not finished yet, but a Priority Action Plan is in the process of elaboration.
It is stipulated in the Strategy that besides the Ministry of Economy a Monitoring Unit for the EGPRS Strategy Implementation (MUSI) will be formed. At the insistence of the Ministry of Economy the idea of creating MUSI, as an independent structural unit, was turned down. It is not clear if the donors accepted this thing. All MUSI competences in monitoring the implementation were attributed to the Department on Macroeconomic Policies within the Ministry of Economy. A technical group formed out of 9 national experts and 3 international experts offer to the Ministry of Economy and other ministries and departments the necessary assistance in the elaboration of annual plans and in monitoring. The argument for turning down the creation of an independent unit was the need to consolidate the competences of the Ministry itself rather than of a separate structure whose future is uncertain.
 Though the argument is plausible, the decision was taken in obscure conditions.

According to the Strategy, EGPRS monitoring units based on a branch principle had to be created within the ministries and departments. Their creation is also stipulated in a recent governmental decision
. According to this decision, the monitoring units will have as task the supervision and evaluation of the implementation process of branch policies and of the final and mid-term results of EGPRS policies and actions. Units as such (as separate structures within the ministries) haven’t been formed but there are groups of ministry experts who participated in the process of EGPRS elaboration. These groups work on the elaboration of annual plans according to branches and are involved in the elaboration of the final version of the Policies Matrix.
According to the mentioned decision, the central and local public authorities will submit to the Ministry of Economy the information on the impact of the policy on the reduction of poverty in their spheres of competence until the date of January 25 annually. The Ministry of Economy is to synthesize the received papers and to submit to the Government the report on the impact of the policy on the reduction of poverty in the preceding year until February 1. This arrangement is unlikely to work out because of the following reasons:

· By January 25 the information on the overall statistics for the preceding year is not submitted to the governmental agencies;

· Each agency will understand differently the notion of “poverty” and will not be able to identify the impact if it does not possess statistical data split according to its sphere of competence by the Statistics Bureau;

· There does not exist in Moldova an evaluation methodology of the impact of the policies on poverty reduction and it is not realistic to expect the governmental agencies, taken separately, to possess necessary expertise for the elaboration of the methodology.

The most difficult is the situation about EGPRS on the level of local public administration. The abilities of the mayoralties for policies monitoring have been reduced. At the level of district administration, the monitoring functions have been attributed to the economic departments accountable to the district councils. Though they possess more human resources than the mayoralties, the regional analytical and statistical competences are weak. It can be affirmed that on the level of local public administration the strengthening of EGPRS monitoring abilities has not progressed at all. 
The Participatory Council has had one meeting. The members of the Council are representatives of the civil society, of the private sector and of the government. The Participatory Council elaborated and proposed to the Ministry of Economy the “Concept on participation in EGPRS implementation, monitoring and evaluation processes”. The Concept stipulates some levels of participation and a communication strategy with the public.

EGPRS stipulates that after the approval of the document, it has to be made public (paragraph 60) It could be stated that the public presentation of the document was satisfactory. Ways and modalities for the public’s participation in the implementation stage followed to be identified; they had to be included in the Partner’s Matrix. In the present institutional structure, it is not clear who is the responsible actor for the preparation of the Matrix and in what state it is now.

Does an effective communication and consulting campaign with the public exist?

EGPRS stipulates (paragraph 605) that the local administration and the branch ministries will cooperate with the civil society and with the private sector in the EGPRS implementation process. The Government affirmed on different occasions that it organizes consultations in the process of elaboration of the budget and of other important legislative acts. In reality, the consultations often look like a classic lobbying. The “consultations” are not registered anywhere, mass media is not attending them and the mechanism of selection of the partners for “consulting” is not clear. Recently important decisions have been made in an absolutely non-transparent manner. Not only were the consultations with the civil society avoided but also adequate informing of the Parliamentarians. Especially heated debates among the parliamentarians were provoked by the proposal (accepted by the majority!) to exempt two international investors of the VAT for the import of equipment and necessary materials for the construction of regional electric stations in Moldova. This decision will cost the state budget more than 50 million EURO. In this case, it’s not only non-transparency but also ignoring the goal stipulated by EGPRS on rationalizing the system of offered fiscal facilities (paragraph 195).

Contrary to the assumed obligations in an express way in EGPRS, important branch strategies were elaborated later by the Government without consulting or involving the civil society or other partners on development. The most notorious example is the national program “The Moldovan Village” (“Satul Moldovenesc”). In spite of the fact that the document is coherent, the experts from Moldova spoke about the Program as of an electoral instrument of the Communist Party.

The national Program “Satul Moldovenescc” was elaborated and adopted in a non-transparent manner by using administrative instruments and of the “vertical” mechanism of decision-making. There were not public debates or consultations with the civil society, of independent experts or of the community of international donors. The local communities were obliged to “urgently” elaborate strategies for local development integrated later by the district authorities into district “strategies”. The Government compiled and processed the final document on the basis of these contributions and on the basis of the suggestions which came from the branch ministries, first of all from the Ministry of Agriculture and Food Industry.
Being elaborated in a centralized manner, the National Program “Moldovan Village” rather reflects the government’s vision on rural development than of the beneficiaries as such. The costs for the implementation are fantastically high and no link is ensured with the Mid-term Expenses.  Few local NGOs have heard about this Program, to say nothing of participating in the elaboration process. The modality in which the National Program “Moldovan Village” was written contravenes in a flagrant way the EGPRS stipulations which state “the programs predestined for the poor rural population will be elaborated in common agreement with NGOs and international institutions” (paragraph 446).  

EGPRS states (paragraph 605) that the implementation of actions stipulated in the Strategy shall be delegated to relevant NGOs. Till the present there were no discussions for the identification of such NGOs or of possible actions transmitted to NGOs’ responsibility, though there are organizations in the field of ecology, social assistance, local public administration in Moldova. 

Being only at the beginning, the Government hasn’t published yet a report on the evolution of the implementation process of the Strategy. The information about the functioning of the created institutions for the implementation and monitoring is dispersed and inaccessible for the large public. In such conditions we can’t confirm that the Government has an effective communication strategy with the public as regards the implementation process of the Strategy.

On the contrary, in 2004 and in 2005 the Statistics and Sociology Department received instructions from the Government and the President to reduce the volume of statistic information put at the disposal of the public. More specifically, the publication of the data on salary arrears was forbidden. These administrative intromissions contravene in a flagrant way to the stipulations of the Strategy in what regards the communication with the public, the involvement of the civil society in the monitoring and the strengthening of the national statistics competences (Chapters 8.3, 8.4).

II. EGPRS – SUPREME POLITICAL FRAMEWORK
EGPRS priorities

EGPRS establishes the following seven priorities:

(i) Private sector;

(ii) Public administration;

(iii) Social protection;

(iv) Health and education;

(v) Infrastructure;

(vi) Regional development;

(vii) Environment.

These priorities are defined too ambiguously in order to be analyzed objectively and are too many in order to be “priorities”. In fact, they sooner represent some priority sectors than priority tasks. In the following stages of EGPRS, it will be necessary to specify them in details from the point of view of their impact on poverty and their rationale. Also, the sets of indicators should be clearly formulated, which will allow the analysis of the impact of the implemented policies in each of the priority sector on poverty. In the present formulation, it is impossible to determine in a rigorous way how the priorities are reflected in the public budgets.
EGPRS and the long-term development

The Economic Growth and Poverty Reduction Strategy establishes the political framework for midterm development. The goals for this time period are:

(i) sustainable and overall economic growth;
(ii) poverty and inequality reduction, extension of the participation of the poor in the economic development;
(iii) development of human resources.  
The realization of the above will create necessary conditions for attaining the long term development goals included in EGPRS. In fact, two parallel sets of goals can be identified in EGPRS. The first is represented by the Millennium Development Goals (global goals) and the second set for the long-term derive out of the Constitution of the Republic of Moldova and the Activity Program of the former Government “Rebirth of economy is the rebirth of the country” (national goals).

A. During the UN Summit in September 2000 the Millennium Declaration, which establishes the development priorities of humanity at the crossroads of the second and third millennia, was adopted. After a series of consultations with international bodies of the UN, as well as with the IMF, the World Bank and OECD, the General Meeting of UN adopted the Millennium Development Goals (MDG) as components of the Millennium Declaration. Moldova signed the Millennium Declaration assuming thus the responsibility for the adaptation and implementation of MDG.  
The Millennium Development Goals are to be achieved by the year 2015. In the case of the Republic of Moldova, the majority of the goals are attainable but they presuppose the creation of a more favorable institutional environment and the strengthening of the monitoring competences. The 8 general goals are given below: 

(i) Eradicate poverty and hunger;

(ii) Achieve universal primary education;

(iii) Promote gender equality and empower women;

(iv) Reduce child mortality;

(v) Improve maternal health;

(vi) Combat AIDs/HIV, malaria  and other diseases;

(vii) Ensure environmental sustainability;

(viii) A global partnership for development

Each goal is divided into tasks, whose implementation is to be done according to some indicators of mid-term and final control. The tasks and the indicators were adapted to the conditions and needs of the Republic of Moldova, as in their original form they were not integrally relevant for us. An important part of these indicators, but not all, are included in EGPRS monitoring indicators. We can affirm that a satisfactory connection between the strategic framework on mid term (EGPRS) and the long term national development goals (NDG) has been established. The MDG can be further specified and adapted. In Table 1 the intermediary NDG targets for the year 2006 reflected in EGPRS and the results for the year 2003-2004 are shown. 
Table 1. Mid-term MDG tasks achievements

	Task
	Reference level in 2002
	Intermediary level for 2006
	Results 2003-2004
	Target level 2015

	To reduce the number of persons with a daily income under $ 2,15 (at Purchasing Power Parity conversion rate)
	39,8%
	28%
	28,9%
	18,0

	To increase the ratio of  schooling  in gymnasium education 
	88,0%
	88,9%
	?
	100%

	To diminish the rate of child mortality of children under 5


	18,3 (per 1000 children)
	15,0
	17,8
	8,4

	To diminish infant mortality rate
	14,7 (per 1000 newly-born)
	12,1
	14,3 and 12,3
	6,3

	To increase the number of children under the age of 2, vaccinated against measles
	99,2%
	100%
	?
	100%

	To reduce maternal mortality rate 
	28,0 (per 100.000 births)
	23,0
	21,9
	13,3

	To ensure assisted births by qualified medical staff


	99%
	100%
	?
	100%

	To reduce AIDs/HIV cases 
	4,66 (per 100.000 inhabitants)
	4,0
	?
	3,2

	To reduce HIV cases in population of 15-24 age group 
	6,0
	4,9 
	?
	4,0

	To reduce tuberculosis related mortality rate
	15,8 (per 100.000 inhabitants)
	-
	?
	7,0

	To increase the territories covered by woods
	10,3%
	11,0%
	?
	13,2%

	To increase the natural areas protected for the conservation of biological diversity
	1,96%
	2,1%
	?
	2,4 %

	To increase the number of inhabitants who have access to improved water sources
	38,5%
	47,7%
	?
	68,5%


Source: EGPRS
As we can see the statistic information on the majority of indicators for the year 2003-2004 is lacking. Taking into consideration that these indicators are very important we may affirm that this is a significant drawback, which must be removed in the EGPRS implementation process.

B. The second set of long-term national development goals is reduced to the following:  

(i) Sustainable and socially oriented development;

(ii) Reintegration of the country (solution of the Transnistrian issue);

(iii) European integration.

Sustainable and socially oriented development goal (goal 1) is a too general formulation in order to be able to state at what stage Moldova is on the way to its implementation. 

The negotiations around the Transnistrian issue (goal II) entered a total stagnation period in 2004-2005. The situation is explained by objective factors, out of which the most important is the change of the political vision of the Republic of Moldova on the nature of the Transnistrian conflict and on the political model according to which the solution should be found. This vision is contradicting the interest of the separatist leaders and of the guarantee countries. It is expected that in 2005 we will witness the change of the negotiation format. Also, the adoption of an organic law, which will stipulate the status of the Transnistrian region within the Republic of Moldova, is being prepared. The adoption of such a law was needed for a long time and from the moment it will come in force we will be able to speak of an important step made by Chisinau for attaining goal II of EGPRS. At the same time, it is important to ensure the integration of the Transnistrian population in the processes going on in the Moldovan society including EGPRS.
In the year 2004 the Government achieved considerable progress for Goal III, having negotiated with the European Commission an Individual Action Plan: Republic of Moldova – European Union. The Plan does not explicitly stipulate Moldova’s adherence to the European Union but it serves as an excellent basis for Moldova’s political and economic approach to the European Union in the next 3 years. The Government intends to elaborate a national program of measures for the implementation of the Action Plan. The Plan foresees, among other things, EGPRS adequate implementation as a priority task in the field of economic reforms and social development and, consequently, it can be considered as one of the conditions put forward by the EU for the improvement of relations with Moldova. In general, many of the economic and social goals of the Action Plan Moldova-European Union are similar with those of EGPRS. A good sign is the fact that the newly elected parliament of the Republic of Moldova started its work by the unanimous approval of the political declaration of European integration.  

EGPRS correlation with other national strategies

It is foreseen that EGPRS is regarded as the supreme political framework for sustainable development of the Republic of Moldova (paragraph 1) and as coordinating instrument of branch policies (paragraph 60). It is very explicitly indicated in the Strategy that the existing economic and social development programs have to be adjusted to the stipulations of the Strategy. Article 3 of the Law on the approval of EGPRS offers the Government one month for the up-dating of the development programs and of the action plans. 

So far no up-dated governmental programs have been published. As a whole, a total of 350 strategies, plans, activity concepts and other documents of a strategic character in various domains exist. It is extremely difficult to analyze how many of these programmatic documents do not correspond to EGPRS.
According to the EGPRS stipulations, the new programs and projects at national, local and branch levels follow to conform to the Strategy and to contribute to the attainment of the goals for the medium and log term periods. The most important documents elaborated after the approval of the EGPRS are the joint Strategy of the Government and of the National Bank of Moldova on the development of the financial sector for the years 2005-2010, the National Strategy for the Combating of Corruption and the National program “Moldovan Village”. 
The joint strategy of the Government and of the National Bank of Moldova on the development of the financial system corresponds integrally to the EGPRS goals. The document is very detailed, well motivated and develops all the important stipulations of EGPRS what regards the macroeconomic policies and banking supervision. The strategy on the development of the financial system contains two important annexes: the Action Plan (in which, unfortunately, the financial sources and the implementation costs of the actions are not included) and the Declaration on the joint policies of the government and the National Bank of Moldova for the year 2005. It is important to remark that the coordinating functions on the monitoring of the strategy and of the Declaration on joint policies were attributed to the Ministry of Economy, which is also the coordinator for the EGPRS implementation.
The National Strategy for Combating Corruption was not available for analysis and we cannot say too much about its congruence with EGPRS. As for the Program “Moldovan Village” (NPMV) some of its stipulations are evidently contradicting EGPRS (see table 2).

Table 2. Comparison of EGPRS and the National Program “Moldovan Village” 

	Issue
	NPMV
	EGPRS

	
	
	

	Consolidation of the agricultural 

lands


	Offering methodological and practical assistance for the organization and setting up (strengthening) of agricultural lands


	The consolidation of the lands will be done on the basis of a special study carried out with the help of international technical assistance (paragraph 448)



	Optimal dimensions of agricultural unit 


	Creation of optimal and efficient  agricultural structures through consolidation of lands in each community of the Republic


	There is no optimal size of agricultural unit. For the identification of the size, of the organizational and juridical form, the farmers will take into consideration the combination of specific objectives, resources, opportunities and circumstances in each separate case (paragraph 430).  



	Regulation of activities 


	Examples of actions under the accountability of the Ministry of Agriculture and Food Industry:

· Organization, implementation and monitoring of the contract campaign on raw materials by food industry enterprises
;


	The Ministry of Agriculture and Food Industry will be restructured by changing its role from being an executive to being a facilitation and minimum regulation body (paragraph 442).




Source: UNDP, “An essay on the correlation of the National Program “Moldovan Village” with the Economic Growth and Poverty Reduction Strategy Paper, www.undp.md 

III. fulfilment of some EGPRS strategic TASKS 

Poverty Issue

Though a quite thorough analysis of poverty is made in EGPRS, many of the elements of this phenomenon are still unknown. The most difficult issues are connected with the following aspects:

· The poverty analysis statistical data used in EGPRS are outdated. They were obtained on the basis of the opinion poll on Household Budgets carried out in 2002. Taking into consideration the very rapid dynamics of poverty indicators in 1997-2002, in 2002-2004 the poverty indicators could have changed significantly, so that today the Government might build its policies on an irelevant analytical basis. According to our estimations, the poverty, calculated on the basis of the methodology used by the Monitoring Unit of Policies and Poverty (the national absolute poverty limit), has been significantly reduced in 2004 (see the annex). 

· Important questions are linked with the methodology of defining the poverty limit. The limits used by the Monitoring Unit of Poverty and Policies (MUPP) seem to be really low. In spite of the multitude of poverty limits used in the Republic of Moldova (one elaborated by MUPP, another by the Ministry of Labor and Social Protection and one by the Statistics and Sociology Department), none of them is used officially. 

· It is not clear how the quality of the statistical data (the opinion poll sample issues) influenced the fact that the general census of the population was done only at the end of the year 2004.

The general census of the population serves as an important premise for the increase of the liability of the data bases used to diagnose the poverty and for the sampling. At present the Ministry of Economy works on the elaboration of a new methodology for the estimation of poverty indicators. International experts offered technical assistance in 2004-2005 for the realization of this task. The Government did not undertake a qualitative research (“qualitative” as an antonym for “quantitative”) to diagnose the poverty. 

According to the provisions of EGPRS, the MUPP was to elaborate and to put at the disposal of the public the integral data base on poverty. This task was not fulfilled. Moreover, the MUPP is not functional, the financing of this unit being interrupted. At present the poverty indicators are dealt with by SSD which uses another methodology than the one used by MUPP. It is not clear how the Government intends to ensure inter-temporal comparability of poverty indicators estimated at different limits.  
Macroeconomic stability 

EGPRS has made a macroeconomic prognosis for the year 2004. It should be remarked that the fulfillment of a macroeconomic prognosis with a high doze of confidence in the Republic of Moldova is a very complicated task. The share of agriculture in economy is high, while the production of this sector is extremely volatile. The system of industrial production in a proportion of 50 % is represented by branches which depend on agricultural results (food industry, alcoholic and non-alcoholic beverages, tobacco products). The currency, coming from abroad, also influences the macroeconomic environment in an unforeseen way. The insufficient diversity of external markets adds uncertainty. Because of these factors the macroeconomic prognosis contained in EGPRS for the year 2004 had only a partial fulfillment (see table 3). 

Table 3. EGPRS Fulfillment of the macroeconomic prognosis, 2004  
	Indicator 
	Prognosis 2004
	Realization  2004
	2003
	2004/2003 

	Growth of the GDP rate, %
	6,0
	7,3
	6,6
	(

	Growth of industrial production, %
	12,0
	6,9
	15,6
	(

	Growth of offered services for the population in, %
	7,0
	5,4
	12,5
	(

	Growth of agricultural production, %
	7,5
	20,4
	-14,1
	(

	Growth of exports, %
	14,0
	24,8
	11,2
	(

	Growth of imports, %
	9,0
	26,5
	27,2
	(

	Growth of capital investments, %
	13,0
	8,0
	7,0
	(

	Annual rate of inflation, December-December, %
	9,0
	12,5
	15,7
	(

	Growth of offered bank credits, %
	34,8
	22,2
	44,0
	(

	Commercial deficit, % GDP
	-27,6
	-28,2
	-30,5
	(

	Flux of income transfers from work abroad, % GDP
	17
	18,3
	16,9
	(

	Deficit of current account, % GDP
	-7,7
	-4,7
	-6,7
	(

	Public budget income, % GDP
	
	36,1
	34,7
	(

	Public budget expenditures, % GDP
	
	36,5
	33,8
	(


Note: ( - positive evolution, ( - negative evolution;

Source: SSD, NBM; 

The fact that the GDP increased more than initially predicted is encouraging, in the last five years the GDP made an increase by 34 %, while the quality and sustainability of this growth are disputable. There are also other causes for concern. Especially unfavorable is the evolution of inflation, which exceeded in the last two years the “psychological” level of 10 %. The tendencies of the first quarter of the present year do not give much rise for optimism; there is still the risk that the rate of the inflation for the year 2005 will exceed the limit of 10 %. 

Fiscal and budgetary policy

Fiscal policy

The medium and long-term goals of the fiscal policy in EGPRS are:

1. Ensure stability and prediction of public incomes, especially of fiscal collections for the aim of fully honoring the budgetary duties;

2. Ensure fiscal equality, stability and transparence of the fiscal legislation;

3. Stimulate economic activity, especially through encouragement of the small business, attraction of foreign and autochthonous investments in the national economy, creation of new jobs, etc.

Various actions have been foreseen for the fulfillment of these goals. The government observed some of the EGPRS provisions on fiscal policy for the year 2005 and violated other.

As a consequence of the adoption of the new version of article 49 of the Fiscal Code, more than 1800 agents of the small business applied to the Fiscal Inspectorate for exemption of income taxes. The income tax rates were optimized as it was stipulated with the aim of reducing the fiscal pressure and extending the fiscal basis (though it is disputable that namely the income taxes would determine the firms’ option to resort to ‘black’ (illegal) activities; the reduction of the contribution quotas for the social insurance fund having probably a more powerful effect). 

On the other side, other obligations were not observed; the one, for example, regarding the VAT (see table 4).   

Table 4. Fiscal policy: comparison of the EGPRS stipulations and the policy adopted for 2005 
	EGPRS 
	Fiscal policy

	The increase of income tax exemptions offered to physical persons to 3960 lei in 2005


	+ (Fiscal Code, article 33)

	The increase of exemptions offered to dependents (children, parents, other members of the family, etc) to 600 lei annually in 2005. 
	+ (Fiscal Code, article 35)

	Decrease of quotas on income tax for physical persons


	· 9% (10% in 2004) of the annual taxed income which does not exceed the sum of 16200 lei;

· 14% (15% in 2004) of the annual taxed income which exceeds the sum of 16200 lei and does not exceed the sum of  21000 lei;

· 20% (22% in 2004) of the annual taxed income which exceeds the sum of 21000 lei;

 (Fiscal Code, article 15)

	Decrease of income tax quotas for legal persons 
	· Reduced from 20% in 2004 to 18% in 2005 (Fiscal Code, article 15)

	Maintenance of the method of payment at destination for the calculation of the VAT with all the countries 
	The principle of payment at destination for the information products was introduced. 

	Enforcement of title VII of the Fiscal Code „Local taxes” 
	+

	The list of the goods subjected to excise and the excise quotas will not suffer modifications.
	There were made some modifications; 9 new positions were included. 

	Rationalization of the fiscal facilities system for the maintenance of those oriented to the support of economic growth and poverty reduction. 
	Foreign investors who will built electric stations in Cahul and Balti were offered VAT facilities;

Research organizations were offered fiscal facilities;

The firm „Azpetrol” was offered fiscal facilities (exemption of VAT for 8 years for the imported through the terminal  Giurgiuleşti petrol products, which will be sold in the Azpetrol filling stations’ network. 



	Reduction of the general quota of contributions to the social insurance fund 
	From  30% in 2004 to 29% in 2005

	Maintenance of the quotas for medical insurance at the existing level. 
	+

	Submission of reports in electronic versions to the Main State Fiscal Inspectorate and serving the taxpayers by means of the site  www.FISK.MD
	On the site there is a very old version of the Fiscal Code. The on-line communication does not function. 

 


Note: +   stand for fulfilled; 

The goals established for the fiscal policy were partially attained. The following should raise concern:

1. The state budget was fulfilled only after being revised in November 2004; the VAT sum returned to the exporters exceeded by 400 million the predicted level; the incomes obtained as a result of privatization were 13 times lower than the initial prognosis.

2. The reduction of the tax quotas on the income for the physical persons resulted in a taxing scale less progressive than before. The Government did not submit a report on the impact of income inequality; we may confirm that in the year 2005 those with higher incomes will earn relatively more that those with low incomes as a result of tax quota reductions. 

3. According to the preliminary statistical data, foreign and internal investments increased, yet no research has been carried out to identify the factors which lead to the increase and to evaluate the impact of the fiscal policy. (We do not possess disintegrated statistical data, but it is not excluded that the flow of direct foreign investments has increased so much due to the fact that essential investors occupied the market, as for example, the Metro group). There is no data on the number of created Small and Medium Enterprises (SME) and on job vacancies. 

4. In 2005 fiscal facilities were offered (VAT exemption) for the import of equipment and materials of the investors who will build the two regional electric stations in Cahul and Balti. The budget will not accumulate 50 million EURO. It is disputable the fact that this dubious action is justified from the economic and social points of view (as EGPRS stipulates). Also, it violates the law on investments in entrepreneur activity, which foresees equal chances for foreign and autochthonous investors. This decision can serve as precedent for other investors who would wish to obtain fiscal facilities. The Azerbaijani company which will finalize the Guirguilesti project also got long term concession on VAT.   
Taking into consideration these deficiencies, we may affirm that the year 2004 was a generally favorable year for the fiscal policy carried out by the Government. The latter is closer to the fulfillment of the medium and long term goals than it was in the year 2003. 

Budgetary policy (public expenses) 

EGPRS is the supreme framework of economic policy for a medium term. Consequently, it would be natural that the priorities identified in the Strategy be reflected in the public budget (paragraph 1). At the same time, it is not real to expect that the EGPRS priorities be reflected in the public budgets for the year 2005 adequately, as the budget was approved before the Strategy. In order to ensure a better integration of EGPRS in the budget for the year 2006 it is absolutely necessary an intermediary evaluation of the Strategy in the months July- August 2005. In general the Government should still reflect on the effective integration of the EGPRS cycle, the budgetary cycle and MTEF. 

EGPRS admits that the insufficiency of financial resources will impose the rationalization of the expenses and the allocation of existent resources according to priority programs with an essential impact on economic development and poverty reduction. Taking into consideration the direct impact on poverty reduction EGPRS foresees that the policy in the field of public expenses in the coming years will pay increased attention to social transfers to the populations and salary expenses. The Government assumed the obligation that the value of the financial transfers of a social character will increase. The integration of investing projects, of funds and special means in the general public expenses (by the way, this is an express condition of the Strategy, paragraph 208), permitted the fulfillment of this task. 
Compared to the approved budget for the year 2004, the law on budget for the year 2005 stipulates an essential increase of expenses for the social assistance; out of 23,4%, 14% represent the increase of basic expenses; the rest of expenses will be financed out of special funds and means. Taking into consideration the integration of these resources, we may state that the expenses on education which follow to be financed from the state budget have already increased more than twofold compared to the ones planned for 2004. If we take into consideration only the basic resources of the state budget, we may observe that the increase is by 25 %. Expenses on health increased as a whole by 60 % or by 29 % if we take into consideration only the basic resources. 

At the same time because of imperfect budgetary classification we cannot say to what extent the poor will benefit of these increases, how many of the allocated resources will be used for development and how many for current expenses. Actually, „social transfers” does not mean „transfers to the poor”. The existent data shows that the social transfer system in Moldova excludes a great number of poor out of the category of beneficiaries, while de jure 1/3 of the budget expenses of social protection programs go to some beneficiaries who are not poor
. 

Among other measures of a social character in 2004-2005 the following can be mentioned:

· Increase of pensions by 25% since November 1, 2004 (interpreted by analysists as tactics of electoral character);

· Increase (indexation) of pensions for old-age, disability, successor  by 18,2 % since April 1, 2005;

· Increase by 500 lei of the one-time allowance for the births of the first child and of the second child;

· Increase of monthly allowance for child care allocated to un-ensured people from 75 to 100 lei;

· Increase of the packet value for medical services by means of obligatory insurance from 446 lei in 2004 to 664, 8 lei per person. 

Among EGPRS goals attained in 2005 in the field of fiscal policy it should be mentioned the carrying  into effect of title VII of the Fiscal Code “Local taxes” since January 1, 2005.

At the same time it is not clear if the Government managed to rationalize the number of beneficiaries of social assistance (EGPRS, paragraph 205). According to the unofficial data the number of beneficiaries by January 1, 2005 was of 780 thousand people. Among the irrational policy decisions is the reduction by 25 % of the unemployment support fund of the population out of the social insurance budget for the year 2005. On the background of increasing unemployment the reduction is not justified from social and economic points of view. 

It is not clear either what the Government did in order to ensure: (i) a higher equality within the system of pensions; (ii) the restructuring the social assistance programs, putting emphasis on eligibility principles on the basis of income and the level of poverty and (iii) the reform of services on the labor market.
The present structure of public expenses denotes that the government gives priority to measures of poverty attenuation by increasing the income and less by financing actions with an impact on economic growth which would lead to mid-term poverty reduction (MTEF). For the year 2005 out of the total of public costs 66,7% will be directed to socio-cultural needs and only 10% to expenses of an economic character. Over 7,5 % of the total costs will be allocated to cover internal and external public debts.

Such a distribution of public resources is not sustainable. So, for economic activities in agriculture (the sector in which the greatest number of the poor work) absolutely scarce sums are allocated out of the consolidated budget: 60 million lei for the agriculture support fund and 65 million lei for vineyards plantation. The support of donors will allow the continuation of the project:” Rural financing and small enterprise development” at a value of 45 million lei. At the same time the evaluation carried out by external experts demonstrates that Moldova’s agriculture needs almost 2 billiard USD investments in order to regain the optimal level of production
.

Investments in infrastructure are not funded at the needed level but without the development of the infrastructure it is not realistic to expect the increase of private investments. The experts state that annually only 23-25 % of the necessary resources for the maintenance of the national auto roads are necessary. Works for the maintenance of roads of local use are even less financed and the latter are in a very precarious state.

Reform of the public sector

Public administration

The substitution of some elements of the present institutional framework by new institutions is admitted even in the preamble of the Strategy as one of the premises of sustainable economic growth. Parliamentary elections and political uncertainty induced by these elections hindered the elaboration of a concept of the public administration reform and of a reform plan as it is stipulated by EGPRS (paragraph 227). Not a single Monitoring Unit for the Public Administration Reform has been created until the present. 

In spite of the failures, the structure of the government underwent important changes which demonstrate that public administration in the Republic of Moldova is in an „on-going revolution” without being thought of in strategic terms. The number of ministries has been decreased, the Ministry of Culture became responsible for tourism as well (!), the Ministry of Informational Development appeared and some other ministries disappeared. Instead, the much acclaimed Ministry of Public Administration has not been created. The names of governmental departments have been changed; the new structures being subordinated to the ministries. In the absence of some functional analysis of existent governmental institutions, the ad-hoc creation of new structures might create unforeseen barriers or in the best case not influence on the functional efficiency. Due to the fact that the new governmental structure does not fit into any well-thought strategic framework, it is not known how it will affect the Ministry of Economy’s competences of coordinating economic policies and how the institutional structure of the participation process will be modified.
For the year 2004, it is foreseen the coming into effect of the Law on the system of basic salaries calculation for the budgetary sector and of the allowances for the people working in the public sector. The new law was supposed to ensure an equitable level of salaries for all categories of employees depending on their qualification, responsibility, complexity of work and individual professional competences. At the same time, from the adoption of EGPRS up to the present, the salaries of some categories of budgetary employees have been increased twice. 
The re-elected Prime Minister disposed that a governmental commission be formed for the optimization of the structure and of the list of personnel of the ministries and other central authorities; the reduction by 70% of the number of functionaries being planned. This goal is unrealizable and its fulfillment might be dangerous and generate social protests on behalf of those who will lose their jobs. The complex evaluation of the public administration system presupposes, according to EGPRS that not the number but sooner the organization and the functions of the institutions should be revised. We can affirm that the work on EGPRS mid-term goals in the filed of public administration did not progress in 2004-2005. On the contrary, the ad-hoc revision of the government system might hinder EGPRS implementation and monitoring process for much longer. 
Management of public finances

The evaluation of this domain is difficult because of lack of some initial indicators and the targets intended by the government. Some progress, such as the integration of investment projects, of special funds and means into the state budget have been registered. This will ensure higher transparency in the use of public finances. At the same time, the extra budgetary funds are outside of public control because they were not included in the general framework of public finances.

Like in the preceding years the local budgets for 2005 were elaborated in a centralized manner; the local and district administration followed the indications of the government. We cannot say that local financial autonomy increased after EGPRS approval.
Strengthening of judicial system

This chapter represents one of EGPRS weakest points. Lack of independence of the system of political interests is not even mentioned among the major issues of the system, though specialized NGOs consider that this is the most vulnerable point of the Moldovan justice. In the period which followed EGPRS adoption, the national justice system continues to be under the subordination of government interest. A radical reform of the system is expected, once political uncertainty and the re-election of the President of the Republic of Moldova is behind. 
Combating corruption

This EGPRS chapter does not specify anything concrete with the exception that it makes reference to the chapter „Development of private sector” and „Reform of public administration”. On December 16, 2004, the Parliament adopted the National Strategy on Prevention and Combating Corruption. The key elements of the Strategy are effective enforcement of criminal law norms in combating corruption, the prevention of this phenomenon in the system of public institutions, as well as the education of the population in the spirit of intolerance towards corruption and active support of the actions for corruption prevention and combating.

It should be mentioned that the Republic of Moldova elaborated earlier 5 strategies and action plans for corruption combating. No visible effects were felt as a result.   

In 2004-2005 penal cases were initiated against several public officials charged with corruption, but these actions were undertaken in difficult political conditions. The Governing power was blamed of using specialized institutions (The Center for Combating Economic Crimes and Corruption) in order to achieve certain political objectives. In order for the CCECC to be effective in combating corruption, more transparency in the institution’s functioning needs to be ensured, as well as rising its analytical competences to the level of operative ones. Also, in April 2005 the Council of Europe experts suggested that only CCECC should have exclusive competencies in the field of combating corruption in the Republic of Moldova, while its other functions are transmitted to other institutions.

The monitoring group of the National Strategy for Preventing and Combating Corruption started its activity in 2005. This group will monitor the actions undertaken for the fulfillment of the National Strategy for Preventing and Combating Corruption, will examine the problems and proposals submitted by the institutions responsible for the implementation of this document and will propose its own solutions. 
Strengthening of the Private Sector

The regulatory framework reform

Even though no integrated and coherent concept regarding the reform in this field was elaborated yet, the Government made several important steps in this direction. And namely, the Ministry of Economy promoted the adoption by the Republic of Moldova Parliament of Law No. 424 of 12/16/2004 „On the review and optimization of the normative framework regarding entrepreneurship” (the famous „guillotine law”). The law annuls all the regulatory acts, instructions, orders and other departmental acts adopted without coordination with the Government, which were not published accordingly and hinder the development of the private business. The law was not preceded by an efficient inter-ministerial coordination. Due to this, it is not clear what incomes will substitute the special means, which have already been included in the 2005 state budget by the Ministry of Finance. It is of crucial importance that the Ministry of Economy together with the interdepartmental committee created for the triage of regulatory acts, reduce to the minimum the bureaucratic opposition towards the “guillotine”. 

The Government has recently approved the 2005 National Program on attracting investments „ProInvest”. The officials of the Ministry of Economy declared that the document stipulates that the Government establishes the economic sectors in need for local and foreign investment attraction, chooses according to certain criteria the potential investors and issues special certificates that will create the „green corridor” for the implementation of investment projects. The initiative seems to be a liberal one, but at the same time it does not offer equal chances for all the investors. Normally, the Government should not get involved in the priority sector selection or issue certificates that ensure the „green corridor” to selected investors only. This type of approach is counter-productive because it could stimulate corruption, traffic of influence and bureaucracy, for the elimination of which this reform was actually launched. 

Moreover, this initiative raises the question on the efficiency of the other components of the reform, such as the continuous simplification of the registration and license procedures. Once the creation of a „green corridor” was necessary, it could be understood that serious procedural barriers continue to exist. The selection of priority sectors is a separate issue, whose selection criteria are not clear. Agriculture and adjacent services, sectors, based on which the larger part of the poor population from Republic of Moldova provides for its existence, and which need the investment process and business activities intensified, are not even mentioned among the priority sectors by the Government. This fact indicates the existence of serious problems in what regards the prioritization, communication with the public and larger scale participation in taking regulatory reform decisions. 

The further modification of the reglementation framework could lead to the consolidation of different groups that will have contradictory interests regarding the reform, as well as to compromise the reform and to maintain the state’s guardianship over the private sector. In order for this not to happen, a strategic reform of the public administration is necessary and political support for this reform to take place.

One of the negative evolutions was the adoption on July 26, 2004, of the Government’s Decision No. 834 „Regarding some measures on cereals and cereal products acquisition and export”. According to its stipulations, the wheat, wheat flour, barley could be exported only based on the contracts registered at auctions of Universal Goods Stock Market of Moldova. The Customs Department, however, extended the stipulations of this decision for all the cereals and requests the submission of 12 documents for the authorization of the export.  

Support and Development of Small and Medium Enterprises 

For the year 2005 the state budget foresees the allocation of 1 million lei (80 thousand USD at the average exchange rate for the first semester of 2005) for the fund on entrepreneurship support and small business development. The amount is the same as for the year 2004, but it is not known whether the small and medium enterprises will actually benefit of these resources, judging by what happened in 2004. The export support fund will be allocated 2 million lei, the same amount as in 2004 which was not completely used. 

At present, the Ministry of Economy and Commerce is elaborating a new support program for the small and medium enterprise development. The priorities of the program include the improvement and completion of the legislative framework for the small enterprise activity; the facilitation of access to funding through warranty by the Entrepreneurship Support Fund and other structures offering credits to small business, especially if these are run in the rural area; the activation of the dialogue between the public and the private sectors.  

According to preliminary information, some positive tendencies were noticed in 2004 in the Small and Medium Enterprises development. Thus, the value of the registered transactions by the small business enterprises in 2004 was over 500 million lei, which has increased by approximately 15% compared to 2003.

Improvement of Investment Conditions 

EGPRS foresees that for the mid-term period the main goal is to considerably improve the investment environment in order to create possibilities for an accelerated increase of local and foreign private investments (paragraph 320). 

According to preliminary information of the National Bank of Moldova, the flow of foreign investments directly placed in the national economy throughout the year of 2004 went up to 184 million USD (6,6% of the GDP), almost threefold compared to the level of investments in the previous year
. Another indicator of the international investors’ higher interest is the increase by over 400 units of the number of mixed enterprises registered in 2004.

One of the factors that has most probably speeded up the activity was the adoption on March 18, 2004, of Law No. 81-XV of Republic of Moldova „Regarding the investments in entrepreneurship activities”. The law establishes that the investors can invest on the entire territory of Republic of Moldova and in all the fields of entrepreneurship activities with the condition to observe the legislation on antimonopoly, ecology, state security, etc.
. The State ensures the security and the complete and permanent protection of all the investments with disregard of their form. The investments and the offered facilities are not subject to discriminations based on citizenship, residence, registration place, etc.; all the investors are offered equal rights.

In the same time, local capital investments have increased slower than initially predicted. The privatization process advanced very slowly, only 35 out of those 197 objectives included in the privatization plan were privatized
. Communication with potential investors is not held at an adequate level. The Internet sites of the institutions that have competences in the field of foreign investments are not regularly updated. 

A recent positive accomplishment is the adoption of a new version of the leasing Law. It is expected that this law would positively influence the investment process. It extends the category of the patrimony that could become object of leasing transactions and simplifies some of the reimbursement and property taxation procedures. The right to participate in leasing operation was offered to physical persons as well. 

Trade Development

After a spectacular evolution in 2004, the volume of foreign trade has increased very little in the first semester of the current year. According to preliminary information obtained from specialized mass media
, it is possible to estimate that the foreign trade has increased by approximately 1,6% in January-March 2005. This is explained by the succumbing of exports by approximately 22%, while the imports have increased with an alerting rhythm, by 24%. If these tendencies will persist, they will probably push the problem of the commercial deficit to the top of the 2005-2006 economic policies agenda. Indeed, the commercial deficit constituted 190 million USD (!) in the first three months, compared to 106, 9 millions in 204. Among the factors that inhibited the exports are also the formal or informal administrative measures introduced by the Government and the Customs Service throughout the year of 2004, as well as the interdictions imposed by certain countries on the export of Moldovan goods. 

In February 2005 the Government has approved the Trade Development Action Plan, „oriented towards the protection of the national market, the promotion of Moldovan goods export and the reestablishment of trade”. The document foresees the elaboration of the concept for the stimulation of the wholesale trade development, of the schemes for the placement of retail and wholesale trade companies on the entire territory of the country by 2015; the construction of the wholesale commercial center „Garden of Moldova”, to resume „Moldcoop” wholesale storage activities. This document contains some stipulations that will raise negative reactions in certain business circles. Among these stipulations is the intention to eliminate intermediaries from the commercial networks. This intention denotes lack of a rigorous economic analysis of the phenomenon. The intermediaries are a logical consequence for the existence of some large transactional costs in the economy and their elimination intermediaries would lead to the increase of these costs for the immediate term, and to the appearance of other intermediaries for the long term. The intention of creating the Institute of Prices is also a novelty that raises a lot of questions. 

According to the Action Plan, a Trade Stock Market Development Program will be elaborated in 2005-2006.  The possibility of using the customs control regime for the import of certain strategic goods (petroleum products) in order to maintain the market stability will be examined; the statistic evidence of the wholesale trade circulation will be introduced; based on the programs elaborated by the Information Technologies Department all the processes related to the circulation of local and imported goods will be stored in computers. In addition to the expected positive effects, introducing all these measures will lead to the creation of new controlling authorities, which does not coincide with the Government’s intention to reduce to the minimum its interference in the private sector’s activities. 

At the same time, in order to protect the national market, a National Program for the substitution of imported goods by local ones is intended to be elaborated, as well as the examination of the opportunities to introduce measures regarding the protection of certain branches of the economy that are affected by the massive import. The administrative measures will not inhibit the import or have consequences on the economic growth. The autochthonous goods will replace the imported ones when they will become competitive from point of view of the price but, foremost, of the quality. 

It is also foreseen to regularly organize exhibitions with sales of agricultural products, food and industrial goods. With the aim to expand the export, the Government intends to elaborate a National Program for promoting Moldovan wines on the foreign markets, as well as a Plan for Agricultural Products Promotion. The Government has already approved the decision regarding the approval of the action plan for the strengthening of trade relations with the Russian Federation
. In this respect, a Council of businessmen was created to promote commercial relations with Kursk region from the Russian Federation.

Development of infrastructure 

Important events took place in this field after the EGPRS adoption. It should be mentioned first of all that EGPRS action plans in the filed of energetic infrastructure are very detailed and precise from the point of view of the actions that follow to be undertaken. Lack of transparency which is specific for the energetic sector in the Republic of Moldova makes the adequate monitoring of the implementation almost impossible. 

In December 2004 the Government approved the action plan of the Ministry of Energetics for the period 2005-2007 regarding the Development Strategy of the electrical energy complex. The Strategy develops the EGPRS goals in the energy field. The Ministry of Energetics was to examine the opportunity and the volume of investments for the construction of aerial electric lines (AEL) of 400 watts in order to connect the central electrical stations Burlaceni (Cahul) to the Smardan electrical station in Romania and the AEL for 400 watts Balti-Suceava. This thing might ensure a better connection of the Moldovan power system to the European one which corresponds to EGPRS stipulations.

The document requires the cooperation of the Ministry of Energetics with the Ministry of Foreign Affairs for the acceptance of the Republic of Moldova as full right member to the Commission on Energetics of South-eastern Europe. Recently Moldova has been admitted to this Commission. Also, the Ministry of Engergetics was requested to pay increased attention to the construction of the AEL for 110 watts Faslciu (Romania) – Cantemir and Mitoc (Romania) – Burlaceni, to the cooperation with European organizations regarding renovation projects of the thermal nets and of modernization of the thermal networks from Chisinau. The Ministry of Energetics will ensure in due time the implementation of all the items in the framework of the Energetic Project II. So far it is not clear how the dissolution of the Ministry of Energetics will influence the implementation of the energetic strategy. 

At the same time the political rhetoric of the public officials contradicted EGPRS goal of restructuring the energetic sector, including the attraction of foreign capital. In December 2004 the Minister of Energetics was against the privatization of the North and North-West state electricity networks as the latter haven’t manifested their efficiency in the last years. He put forth the argument that the networks belonging to the state have exceeded the economic-financial indicators of the “RED-Chisinau”, “RED-Center” and “RED-South” networks privatized by the Spanish company “Union-Fenosa” but without offering data confirming these assertions.
The Parliament made modifications to the Law on the individual privatization project of the power and energy enterprises according to which, the control share of „RED Nord” and „RED Nord-Vest” for sale goes down from 75% + 1 share to 50% + 1 share. The Government stated that taking into consideration the experience of the privatization of RED Chisinau , „RED- Center” and „RED-South” the sale variant of 75%+1 share is less effective as in this case the state will have a much lesser influence on the functioning of the electric networks. 

On February 23 2005 the Government approved the Decision „Regarding the National Strategy on Edification of the Informed Society – „Electronic Moldova”. The action plan of the Strategy aims at promoting informational and communication  technologies in all the spheres of activity of the society  on the basis of the informational infrastructure and of unified communication: the governing and electronic democracy – the reform of the public administration, improved services for the citizens and the strengthening of the democratic participation, the edification of an economy based on electronic processes, electronic education, electronic science, digitizing the national thesaurus, usage of informational and communication technologies in the system of public health and social protection. 

.

IV. Practical recommendations

Taking into consideration the accumulated experience at the stage of elaboration and discussion of the Strategy and that of the first months of implementation the following recommendations can be made:

Recommendations for the central and local public administration.

I. Implementation stage  

· Consolidation of analytical abilities and implementation policies at regional and local levels. At present in the local and regional public administration system, emphasis is put on the execution of administrative dispositions, on collection and operative transmission of the information to district councils and Government, and less on relevant analysis of this information and the application of the analysis in local efficient policies. 
· The consolidation of statistical competences at central and regional levels. For relevance of analysis, it is necessary to publish once a semester the statistical data regarding the national accounts. Also, it is necessary to provide in an electronic format the initial data on poverty. The results of the poll on Household budgets for the year 2004 are not placed on the site of the SSD yet. It is necessary to monthly publish analytical informative notes on the fiscal administration and execution of the public budgets on incomes and expenses. 

· Verification of the value of the indicators in Annex 5 with their specification. At present, some of these indicators do not correspond to reality or are not relevant. 
· Insurance of transparency and consultation of the involved parties in decision making on public policies in the identified by EGPRS as priority domains. The consultations, especially those that deal with budgetary expenses, should be documented in minutes which must be available to mass media representatives.
· Annual evaluation of the impact of current and strategic policies on poverty and economic growth. Special attention should be given to the analysis of the impact of the budgetary expenses on poverty through education, health, social protection, employment. The Government should elaborate a unified methodology for the evaluation of this impact.
· Insurance of maximum transparency in the management of public finances. All targeted by EGPRS public institutions or involved in the process of implementation should publish annual reports on the execution of their budgets both on disintegrated expenses and on incomes.   
· Insurance of EGPRS integration of priorities in the budgetary process and the provision of EGPRS process compatibility with the budgetary process. More specifically, the report on budgetary execution should be correlated with the Annual Progress Report on EGPRS implementation.
· Consolidation of the role of the Parliament. The Parliament role in monitoring will have to be more active because of its more symbolic presence at the stage of EGPRS elaboration. It is recommended the creation of a specialized parliamentary commission on EGPRS monitoring, which might include representatives of all relevant parliamentary commissions.
II. Updating stage    

· A more adequate definition of poverty and the elaboration of a relevant methodology for the estimation of the poverty limit.  The methodology should allow the retrospective estimation of the poverty indicators (starting with 1998) in order to be possible to make comparisons.
· Establishment of a set of criteria which would allow a better disintegration of the budgetary expenses impact on poverty. It is also necessary to perfect the existing budgetary classification, which at present doesn’t allow this disintegration. We need a better definition of „social impact expenses” in order for the analysis to be more relevant. At present it is not clear to what extent the poor will benefit, for example, of the increased expenses on health and education and there is no certainty that relatively more prosperous households will benefit of more advantages. 
· Consolidation of the „Social Development” component, which is paid little attention to in EGPRS. This component is weaker from the analytical point of view and contains contradictory provisions. For example, paragraph 14 reffers to the “improvement of social protection for the poorest categories of citizens”, while in paragraph 547 mentions “offering social services on the basis of the category principle”, which is recognized as a deficiency of the existent system of social assistance. The impact of immigration on poverty is poorly analyzed in EGPRS and the policies that the government might promote in a real manner are not discussed. The gender, protection of children left without parental care and of marginalized groups, social integration of the youth issues not sufficiently discussed either.
· It is necessary to strengthen form the analytical point of view the direct connection and the feedback on poverty and non-economic factors, and first of all the social and ecologic ones. EGPRS does not pay sufficient attention to the ecology impact on poverty and the vulnerability to climacteric factors and natural calamities. Not only poverty but also vulnerability is an element which characterizes the underdevelopment in Moldova. 
· Specification of the monitoring indicators and establishment of some clear and realistic targets for the years 2005 and 2006. At present only 26 (to a great extent mid-term development goals) indicators are established as intermediary and final targets.

·  A better analysis of the economic growth sources, of the use of the products, of income distribution and of the results of its redistribution.  EGPRS suffers because of lack of such an analysis. Also, the mechanisms for the transmission of economic growth on poverty reduction should be described more precisely (More vacancies? Better paid? More accessible credits for small and average enterprises?)
· Implementation of Poverty and Social Impact Analysis. Besides international experts Poverty and Social Impact Analysis should involve more local experts, so that the expertise is transparent. It should emphasize on all possible policy options. Normally, the Poverty and Social Impact Analysis should be a routine element in the government’s function.
· Consolidation of the connection between EGPRS and Millennium Development Goals. EGPRS should become a veritable operational framework to reflect the progress for MDG. For this, all those 8 millennium goals, adapted to the needs of the Republic of Moldova and of the intermediary target tasks of these goals for the year 2006, should be incorporate in EGPRS. MDG should be specified and adapted to the conditions of the Republic of Moldova (Moldova’s Development Goals). 
· Extension of the circle of participants in the debate.  At the stage of elaboration and discussion there have been omitted important social structures. For example, the trade unions, local and regional authorities, local communities, and opposition parties should have better access for discussions. 
· A better parliamentary control. At the stage of EGPRS elaboration parliamentary participation was minimal and more symbolic.
· Incorporation in EGPRS of macroeconomic and alternative macroeconomic policies scenarios. This is necessary in order to have alternative actions in case of major macroeconomic shocks. 
· More precise estimation of EGPRS implementation costs and identification of some financial sources. It is necessary to have a better coverage of EGPRS priorities within the Medium term expenses targets. 
III. EGPRS elaboration stage -2  
· Giving up the philosophy of EGPRS centralized elaboration.  In the ideal situation EGPRS-2 at national level should be preceded by a round of regional strategies. In their turn, the latter should be compiled on the basis of some development programs of the communities. These should be real and should presuppose a high level of participation at this stage. The local programs and regional strategies should identify development goals and concrete regional priorities. Being elaborated on the basis of such a mechanism, EGPRS-2 will be a more relevant strategy and will reflect real needs more precisely.
· Poverty reduction should be EGPRS major goal on the basis of which annual programs of expenses and public investments, fiscal and monetary frameworks should derive.  
· A clearer setting of priorities. It is important that the priorities are set in a clearer way on the basis of real needs of the poor and that they are reflected in annual public budgets. 

· Extension of the circle of participants in debates at national level.

· Rationalization of monitoring indicators.  Many of the existent indicators are not relevant, while other, which are important and relevant, have been excluded. Among the indicators, which might have been included, we can enumerate the following: the proportion of expenses on food products in households, school abandonment ratio, the fluctuation rate of the personnel in education and medicine, tuition costs per pupil and health costs per patient, etc
.

· Exploration of innovative ways for generating internal financial resources to finance development programs and to reduce dependency on external financing.

· Include Transnistria in EGPRS-2 process. Including the representatives of the civil society and of the opposition of the separatist region in the implementation stage might be a real step towards the consolidation of the Republic of Moldova and towards the neutralization of reciprocal mistrust among the population on both banks of the Nistru river.
· Assuming the role of leader in the process of establishing priorities in relations with the donors and in the process of coordinating the programs of different donors. 
Recommendations for funding and international donors

· A better coordination of the assistance strategies, according to the priorities identified by EGPRS. There should be a harmonized and predictable framework of assistance on behalf of the donors, integrated or compatible with the governmental budgetary process. The assistance framework should allow the prognosis on mid term assistance and be congruent with the Mid Term Expenses Framework.
· Adapt accreditation and guarantee conditions to the national  needs and the ones identified by EGPRS;
· Simplify bureaucratic procedures necessary for financial assistance;

· Contribute to the promotion of an external image of the Republic of Moldova.  It is remarkable the fact that the World Bank has recently increased its evaluation points attributed to Moldova for economic reforms from 3,3 for the year 2004 to 3,5 for the year 2004. 
· Request developed countries to assume some concrete tasks and indicators for intermediary and final targets concerning the MDG No.8 “A global partnership for development”. This does not refer only to Moldova but to the context of the whole globe.

· IMF should adjust its new assistance program for Moldova to EGPRS. The macroeconomic framework in the new IMF program has to be similar with that in EGPRS and has to contribute to the achievement of the EGPRS poverty reduction goals. It is also important that the negotiation process of the new IMF program within PRGF (Poverty Reduction and Growth Facility) be transparent and participatory like the EGPRS process. In the Moldovan civil society there are enough competences to discuss macroeconomic issues, which haven’t been the subject of a serious discussion within EGPRS.
· Contribute to the monitoring competences of the civil society organizations and of the public administration local public administration and the Parliament) what regards EGPRS implementation.
· Offer credits and grants to attain high competitive and transparent standards what regards the use of received resources.
· Publish all technical recommendations which will be made by the government on different policy segments.
· Organize regularly annual conferences of the donors to coordinate and debate the donors’ strategies for the Republic of Moldova and to evaluate the performance of the donors in offering assistance and of the beneficiaries (the Government and the civil society) in the assimilation and corresponding usage of the resources.
What could the civil society do?

· Create a large coalition for monitoring EGPRS

· Create experts’ groups representing the civil society organizations that might provide the coalition with evaluation and expertise which might ensure analytical support for debating some technically complicated issues, including the ones on the macroeconomic policy segments.

· Offer government assistance in the consulting process with the local and regional communities and with specifically vulnerable groups. The civil society might have an especially valuable impact in clarifying the gender and ethic dimensions of poverty, the impact of poverty on children and marginalized groups.

· Clearly formulate the opinions on concrete goals and priorities within EGPRS. It is necessary to use statistic data or relevant opinion polls to justify the opinions. They have to be in written form, transmitted to the Government and to demand the immediate reaction of the Government. 

· Carry out Policy Social Impact Analysis (PSIA) in various domains where governmental organizations have competitive advantages: environment protection, child and senior citizens protection. A nucleus formed of research centers of the civil society might propose to the government methodological suggests for carrying out such analysis. 
· Assume responsibilities in the implementation of specific actions within EGPRS, in fields in which the civil society has comparative advantage: social protection, environment protection, analysis of the policy social impact.
·  Assist in preparing the EGPRS Annual Progress Report, which the Government should prepare and submit to the Parliament and the Bretton Woods Institutions.

ANNEX: EGPRS IMPLEMENTATION MONITORING INDICATORS

	Monitoring Indicators
	Source
	2000
	2001
	2002
	2003
	2004
	Comments 

	Goal 1. Sustainable and overall economic growth 

	GDP growth rate (%)
	SSD
	2,1
	6,1
	7,8
	6,6
	7,3
	

	Regional GDP growth rate in districts (%)
	-
	-
	-
	-
	-
	-
	It is not clear which is the responsible agency. The Government has not elaborated a methodology to estimate this indicator.  

	Processing industry share in GDP (%)
	SSD
	14,2
	15,8
	14,9
	15,7
	16,2
	

	Investments share in fixed capital of GDP (%)
	SSD
	15,4
	16,7
	16,6
	17,1
	18,6
	

	Direct external and guaranteed by Government debt (at the end of the year) (%of GDP)
	MF
	67,3
	54,7
	50,3
	44,2
	25,7
	Data for 2004 according to NBM 

	Balance of the current account related to GDP (%)
	NBM
	-9,8
	-6,2
	-4,1
	-6,7
	-4,7
	The indicator for 2004 might be significantly modified after the ulterior specification of the payment balance for 2004.

	Direct foreign investment flux in the national economy (million USD)  
	NBM
	136
	102,0
	130,8
	68,4
	124,8
	The data of the NBM differ significantly from those of the Moldovan Export Promotion Organisation

	Goal 2. Poverty and inequality reduction, extension of the poors’ participation in economic development  

	Proportion of the population with an income lower than 1, 08 USD per day (PPP) (%)
	SSD
	26,3
	18,3
	12,0
	7,1
	-
	There is no international data (Eurostat) for 2004

	Proportion of the population below the absolute level of poverty (%)
	PPMU
	67,8
	54,6
	40,4
	27,8
	-
	Estimations can not be made because of lack of data on Households Budget Survey for the year 2004

	Proportion of the first quintile in the national consumption (%)
	SSD
	6,7
	6,6
	6,8
	7,3
	-
	Estimations can not be made because of lack of data on HBS for the year 2004

	Population which consumes less than 2280 calories per day (%)
	UMPS
	52,5
	38,0
	26,2
	13,2
	-
	Estimations can not be made because of lack of data on HBS for the year 2004 

	Gini Coefficient on consumption expenses
	UMSP
	0,37
	0,38
	0,37
	-
	-
	

	Unemployment rate, ILO (%)
	DSS
	8,5
	7,3
	6,8
	7,9
	8,2
	

	Goal 3. Development of human resources

	Human Development Index (UN)
	UMSP
	0,699
	0,707
	0,709
	(
	(
	UN has not published the Human Development Global Report 2005. Moldova’s HDI might have grown a little after the real increase of income and other positive evolutions in 2003-2004.

	Hope for longevity at birth, years:
	
	
	
	
	
	
	

	men
	SSD
	63,9
	64,5
	64,4
	-
	-
	

	women
	SSD
	71,2
	71,7
	71,7
	-
	-
	

	Mortality rate of the population  (per 1000 people):
	
	
	
	
	
	
	

	men
	SSD
	12,1
	11,8
	12,4
	( (9,8) 
	( (9,3) 
	The estimations/comparisons are for the period January-October. Disintegrated data have not been made public. 

	women
	SSD
	10,7
	10,3
	10,8
	
	
	

	Net rate for primary school enrollment (%)
	SSD
	93,5
	92,4
	92,7
	-
	-
	

	Gross rate for primary school enrollment (%)
	SSD
	99,4
	99,5
	99,5
	-
	-
	

	Net rate for gymnasium (middle school) enrollment (%)
	SSD
	87
	86,8
	88
	-
	-
	

	Gross rate for gymnasium enrollment (%)
	SSD
	90,2
	91,1
	92,2
	-
	-
	

	1. Poverty reduction  

	Poverty level  (lei per month)
	UMSP
	234,8
	257,3
	270,7
	315,0
	345,0
	

	Poverty rate (%)
	UMSP
	67,8
	54,6
	40,4
	27,8
	-
	For the year 2004 the estimations cannot be made because SSD has not made public the results of the Poll on Household Budgets

	Poverty depth (%)
	UMSP
	27
	19,3
	12,3
	6,9
	-
	Idem 

	Poverty rigidity in (%)
	UMSP
	13,7
	9,1
	5,2
	2,6
	-
	Idem 

	Extreme poverty level (lei per month)*
	UMSP
	183,9
	201,5
	212,0
	241,8
	265,3
	In the EGPRS original table erroneous data is contained for the 2001-2002 year 

	Poverty rate (%)
	UMSP
	52,2
	38
	26,2
	13,2
	
	For the year 2004 the estimations cannot be made because SSD has not made public the results of the Poll on Household Budgets. 

	Poverty depth (%)
	UMSP
	17,6
	11,6
	6,6
	
	
	Idem 

	Poverty rigidity (%)
	UMSP
	8,2
	5,1
	2,4
	
	
	Idem 

	Poverty level - 1,08 USD per day (PPP), (lei per month)**
	UMSP
	83,8
	92
	96,8
	108,6
	
	

	Poverty rate (%) 
	UMSP
	26,3
	18,3
	12
	7,1
	
	

	Poverty depth (%)
	UMSP
	10,5
	7,8
	4,7
	2,6
	
	

	Poverty rigidity (%)
	UMSP
	6,4
	5,2
	3
	1,7
	
	

	Poverty level of 2,15$ per day (PPP), (lei per month)**
	UMSP
	167,5
	183,9
	193,7
	216,1
	
	

	Poverty rate (%) 
	UMSP
	64,5
	52,4
	39,8
	28,9
	
	

	Poverty depth (%)
	UMSP
	29
	21,9
	15,1
	9,6
	
	

	Poverty rigidity (%)
	UMSP
	17,1
	12,7
	8,3
	5,0
	
	

	2. Insurance of macroeconomic stability  

	Gross Domestic Product (GDP) (million lei)
	DSS
	16020
	19052
	22556
	27297
	31992
	

	Index of Consumption prices (at the end of the year) (%)
	DSS
	18,4
	6,3
	4,4
	15,7
	12,6
	

	Gross consolidation of fixed capital as GDP share (%) 
	DSS
	15,4
	16,7
	16,3
	17,1
	18,6
	

	Goods and services export (millions of USD) 
	BNM
	471
	568
	644
	790
	986
	

	Import of goods and services  (millions of USD) 
	BNM
	776
	893
	1039
	1403
	1774
	

	Exchange rate (lei/USD), annual average 
	BNM
	12,4
	12,9
	13,6
	13,9
	12,5
	

	Official foreign currency reserves (millions of USD) 
	BNM
	204
	228,5
	268,8
	332,0
	475,0
	

	3. Budgetary Policy

	Incomes of the consolidated budget related to GDP (%)
	MF
	25,6
	22,7
	22,5
	24,2
	23,5
	

	Consolidated budget expenses related to GDP (%)
	MF
	26,6
	22,7
	23,0
	22,6
	23,0
	

	Deficit  (-)/Exceeding (+) consolidated budget, % GDP
	MF
	-1
	0
	-0,5
	1,6
	0,5
	

	4. Public  sector reform

	Total number of public functionaries (at the beginning of the year) (thousand people) 
	DSS
	14,3
	28,9
	32,3
	29,3
	30,1
	

	Nominal salaries in public administration and defense, obligatory social assistance (lei)
	DSS
	518
	742
	989
	1049
	1210
	

	Nominal salaries in public administration and defense, obligatory social assistance related to the monthly average nominal salary of an employee in the economic field (%)
	DSS
	127
	136,4
	143
	117,6
	108,3
	

	Consolidated budget expenses provided for public administration organizations related to the GDP (%)
	DSS
	15
	11,4
	11,3
	7,5
	7,3
	

	Number of registered offences (% compared to the previous year)
	DSS
	97
	99
	96
	85
	93
	

	Index of corruption 
	TI
	2,6
	3,1
	2,1
	2,4
	2,3
	

	5. Private sector development

	Share of the private sector in GDP (%) 
	DSS
	75
	76
	70,5
	71,2
	(
	

	Number of people engaged in the private sector (thousand people) 
	DSS
	1059
	1064
	1077
	933
	913
	The indicator for the 2000/2003 years in the EGPRS original table does not coincide with the data made public by the DSS. We included the data according to SSD
.

	Number of small and average enterprises 
	DSS
	19996
	20518
	22138
	22437
	 
	The number of small and average enterprises is expected to grow, which will transfer their activity to the official economy.

	Number of people engaged in Small and Average enterprises (more than 20 people) (thousand people) 
	DSS
	157
	123
	130,4
	(
	(
	The number of small and average enterprises is expected to grow, which will transfer their activity to the official economy.

	Number of small and average businesses (million lei) 
	DSS
	7930
	9164
	10833
	12306
	(
	The number of small and average enterprises is expected to grow, which will transfer their activity to the official economy. 

	6. Financial  sector

	Assets of commercial banks’ related to GDP (%)
	BNM
	29,1
	31,4
	35,1
	37,7
	41,6
	

	Increased rate of bank credits offered for the economic sector (%)
	BNM
	40,1
	35,4
	34,3
	44,0
	25,3
	

	7. Industry

	Number of people engaged in the industrial sector (thousand people) 
	SSD
	161
	165
	171
	164
	161,9
	

	Number of people engaged in the industrial sector related to the population engaged in economy (%)
	DSS
	10,6
	11
	11,4
	12,1
	12,3
	

	Index of labor productivity in big industrial enterprises (% in comparison with the previous year)
	DSS
	112
	119
	112
	114
	99
	

	Industry share in the GDP (%)
	DSS
	16,3
	18,7
	18,6
	17,6
	16,4
	For the year 2004 the information if taken from the NBM.  

	Rate of industry growth  production (% related to the previous year)
	DSS
	7,7
	13,7
	10,8
	13,6
	6,9
	For the year 2004 the information if taken from the NBM.  

	8. Research and innovations

	Number of organizations which carried out research work 
	DSS
	83
	81
	76
	79
	-
	

	Number of employees who carried out research work and elaborations (thousand workers) 
	DSS
	8,2
	7,9
	6,9
	6,9
	-
	

	research work implementation (thousand lei) 
	DSS
	113,3
	108
	144,6
	144,3
	-
	

	9. Infrastructure development 

	Newly built  auto ways with a rigid surface (km)
	DSS
	13,9
	7,6
	16,5
	-
	-
	

	Residence fund (million m2)
	DSS
	75,6
	75,9
	76,2
	77,2
	77,5
	

	Proportion of residences connected to natural gas (%)
	DSS
	82,6
	83,2
	83,2
	-
	-
	

	Proportion of residences having sewerage (%)
	DSS
	29,4
	29,9
	30
	-
	-
	

	Electrical power consumption (million kW-hours)
	DSS
	3386,1
	3400,8
	3793,6
	-
	-
	

	Losses of electric nets (millions KW-hours) 
	DSS
	907,1
	439,5
	383,4
	-
	-
	

	Growth rate of goods circulation (%)
	DSS
	14,9
	16,9
	31,6
	13,8
	10,0
	

	Growth rate of goods transportation by railway (%)
	DSS
	27
	30,9
	38,8
	9,9
	0,0
	

	Growth rate of passenger circulation (%)
	DSS
	-10,8
	-13,3
	23,1
	-
	-
	

	Number of home telephones in the public net or being connected to it (per a total of 100 inhabitants ):
	DSS
	13,9
	15,6
	19,9
	21,9
	25,5
	For the years 2002-2004 the information is taken from ANARTI
.

	Urban net 
	 
	24
	28,1
	32,9
	34,9
	41,3
	Idem

	  Rural net
	 
	6,8
	8,1
	10,7
	12,7
	15,6
	Idem 

	Proportion of line length of optic fibers compared to the total length of inter-city cable telecommunication lines (%)
	DSS
	23,9
	43,1
	43,3
	 -
	-
	

	10. Agricultural sector and rural development 

	Number of people engaged in agriculture, game economy and forestry (thousand people)
	DSS
	766
	764
	747
	583
	533
	

	Number of people engaged in agriculture, game economy and forestry related to the population engaged in economy (%)
	DSS
	50,6
	51
	49,6
	43,0
	40,5
	

	Total area of agricultural territories (at the beginning of the year) in the republic (thousand hectares) 
	ASRFC DSS
	2550,3
	2543,6
	2538,7
	2533,8
	-
	

	Growth rate of the agricultural production (% compared with the previous year)
	DSS
	-3,3
	6,4
	3,4
	-14,1
	20,4
	The information for the year 2004 from NBM 

	Irrigated surface (at the beginning of the year) in the Republic (thousand ha)
	ASRFC DSS
	302
	302
	281
	281
	The data included in the original EGPRS table do not reflect the real situation. It shows the surface set up for irrigation (though the greatest part of the infrastructure is destroyed) and not the actually irrigated surface. In 2000, 8 thousand hectares were irrigated
.

	Fixed capital investments in agriculture (thousand lei) 
	DSS
	60,6
	113,8
	160,1
	-
	-
	

	11. Regional development policy 

	Regional Gross Product per person per district (lei)
	The agency is not indicated 
	-
	-
	-
	-
	-
	The Government has not worked out a methodology for the estimation of this indicator 

	Fixed capital investments per person, per district (lei)
	The agency is not indicated
	-
	-
	-
	-
	-
	The estimations can’t be made because of lack of disintegrated statistic data 

	12. Development of tourism 

	Number of arrivals of foreign visitors (thousands persons) 
	DSS
	19
	15,7
	20,1
	23,6
	26,0
	

	Number of departures of visitors from the Republic of Moldova (thousands persons) 
	DSS
	32,5
	30,3
	51,6
	67,3
	67,8
	

	Number of tourists and excursion members who participated in internal touristic events (thousans persons) 
	DSS
	26,7
	35,6
	44,1
	62,5
	75,9
	

	13. Environment protection and sustainable utilization of natural resources 



	Territories of the forestry fund for nature protection (at the beginning of the year). Total in the republic (thousands hectares) 
	ASRFC DSS
	354,4
	354,6
	356,2
	388,3
	-
	

	Proportion of the territories covered by forests (%)
	MERN
	9,6
	9,6
	10,3
	-
	-
	

	Water usage per irrigated hectare (m3)
	DSS
	123
	107
	121
	-
	-
	

	Proportion of the population having access to improved water sources (%)
	MERN
	37,8
	38,1
	38,5
	-
	-
	The indicator has to be disintegrated according to urban and rural averages; in the latter the situation is difficult. 

	Proportion of the population having access to improved sanitation (%)
	MERN
	-
	40
	-
	-
	-
	The indicator has to be disintegrated according to urban and rural averages; in the latter the situation is difficult.

	Proportion of natural territories protected for the conservation of the biological diversity (%)
	MERN
	1,97
	1,97
	1,97
	-
	-
	

	Water sources pollution (number of cases with a high degree of pollution) 
	MERN
	24
	20
	20
	43
	-
	

	Air pollution by vehicles (thousand tons of dangerous gas and liquid substances) 
	MERN
	118,8
	122,9
	130,9
	-
	-
	

	Waste  (thousand tons)
	DSS
	2226,4
	2039,8
	2753,4
	-
	-
	

	Waste recycling  (thousand tons)
	DSS
	1117,4
	836,9
	1746,0
	-
	-
	

	14. Education

	Net rate of primary school enrollment (%)
	DSS
	93,5
	92,4
	92,7
	-
	-
	

	Gross rate of primary school enrollment (%)
	DSS
	99,4
	99,5
	99,5
	-
	-
	

	Net rate of gymnasium enrollment (%)
	DSS
	87
	86,8
	87,9
	-
	-
	

	Gross rate in gymnasium enrollment (%)
	DSS
	90,2
	91,1
	92,2
	-
	-
	

	Average nominal salary in education (lei)
	DSS
	247,7
	336,9
	463,3
	620,9
	723,9
	

	Monthly nominal salary in education related to the average monthly salary of an employee in economy (%)
	DSS
	60,7
	62
	67
	68,6
	64,8
	

	Rate of literacy in people of 15-24 years of age (%)
	DSS
	99,7
	99,7
	99,7
	-
	-
	

	Consolidated budget expenses on education related to the GDP (%)
	DSS
	4,5
	4,8
	5,5
	4,8
	5,2
	

	Proportion pupils/teachers in education 
	DSS
	15
	15
	14
	14
	-
	

	Number of parentless children and adolescents placed in institutions (in the present year) 
	DSS
	227
	335
	438
	-
	-
	

	Number of parentless children and adolescents placed in foster families (in the present year) 
	DSS
	1135
	1243
	1288
	-
	-
	

	15. Health protection 

	Babies born alive  (per 1000 inhabitants )
	DSS
	10,2
	10
	9,9
	10,1
	10,6
	

	Infant mortality (under the age of 1 per 1000 births) 
	DSS
	18,3
	16,3
	14,7
	14,3
	12,3
	

	Child mortality under the age of 5 (per 1000 births) 
	DSS
	23,3
	20,3
	18,2
	17,8
	-
	

	Maternal mortality (per 100000 born alive babies)
	DSS
	27,1
	43,9
	28
	21,9
	-
	

	Rate of births assisted by qualified medical personnel) (%)
	DSS
	98
	99
	99
	99
	99
	

	Morbidity  (number of cases per 1000 inhabitants)
	DSS
	357,6
	338,3
	352,3
	-
	-
	

	Mortality rate related to tuberculosis (deaths per 100000 inhabitants)
	MS
	16,93
	15,01
	15,8
	-
	-
	

	AIDs morbidity  (per 100000 people)
	DSS
	0,1
	0,2
	0,5
	1,2
	-
	

	HIV infected (per 100000 people)
	DSS
	4
	6
	5
	5
	-
	

	HIV/AIDS Incidence (%)
	MS
	4,06
	5,46
	4,66
	-
	-
	

	HIV Incidence among people of 15-24 age groups (%)
	MS
	11,9
	10,9
	6
	-
	-
	

	Proportion of children of 2 years old vaccinated against measles (%)
	DSS
	98,6
	99,4
	99,1
	-
	-
	

	Immunization rate against various diseases (convulsive cough, tetanus) (% of children under 2)
	MS
	97,6
	98,5
	98,6
	98,6
	-
	

	Immunization rate against poliomyelitis (% of children under 2)
	MS
	97,6
	98,5
	98,6
	98,6
	-
	

	Doctors trained at professional development courses (% of the total number of doctors) 
	MS
	16,2
	20,5
	21,6
	26
	-
	

	Monthly average salary in the health protection (lei)
	DSS
	230,1
	314,6
	439,1
	578,9
	841,1
	

	Monthly average salary in the health protection sector related to the monthly average salary of an employee in the economy sector) (%)
	DSS
	54,6
	57,8
	63,5
	64,9
	75,3
	

	Emergency calls (per 1000 inhabitants)
	DSS
	144
	152
	162
	169
	-
	

	Number of visits to the doctor (per 1 inhabitant)
	DSS
	5,3
	6,2
	6,8
	6,4
	-
	

	Expenses rate for preventive medicine out of the total expenses on health protection) (%)
	MS
	3,2
	3,2
	2,6
	2,1
	-
	

	Expenses rate for primary medicine out of the total expenses for health protection (%)
	MS
	
	18,6
	16,7
	17
	-
	

	Expenses rate for health protection out of the consolidated budget (% of the GDP)
	MF
	2,9
	2,8
	3,5
	2,6
	2,8
	

	16. Social insurance 

	Average monthly  pension (as of January 1 of the reporting year) (lei)
	DSS
	82.8
	85.1
	135.8
	160.8
	210.5
	

	Actual growth of average pension (%)
	CNAS
	87
	146
	113
	117
	113
	

	Number of pensioners related to the population engaged in the economy (%)
	DSS
	48,3
	47
	45
	48,4
	-
	

	The proportion of the contributions/perks of the employees in agriculture out of the total income and expenses in this category of taxpayers (%):
	
	
	
	
	
	
	

	contributions
	CNAS
	-
	-
	12,2
	7,3
	
	

	perks
	CNAS
	-
	-
	45,6
	45
	
	

	Expenses rate for social insurance allowances (% of the GDP) 
	DSS
	5,1
	5,2
	6,2
	8,5
	7,7
	

	17. Social assistance 

	Distribution of social payments and allowances (without pensions) 
	
	
	
	
	
	
	

	Quintila I, (%)
	UMSP
	3,6
	13,9
	6,6
	-
	-
	

	Quintila V, (%)
	UMSP
	49,5
	42,5
	46,0
	-
	-
	

	Rate of consolidated budget expenses for social assistance (% of GDP)
	MMPS
	3,8
	2,6
	2,9
	2,7
	2,9
	

	Number of beneficiaries of social services at home (thousand inhabitants) 
	MMPS
	18
	19
	20
	24
	-
	

	Proportion between the allowance for children of 1,5 and 16 age group and the minimum survival rate for children, %
	DSS
	-
	5,6
	4,9
	4,3
	7,5
	

	18. Labor market 

	Population engaged in the economic sector (thousand people) 
	DSS
	1515
	1499
	1505
	1356
	1316
	

	Total labor sources (thousand people) 
	DSS
	2083
	2088
	2043
	1971
	1985
	

	Unemployment rate, ILO, (%)
	DSS
	8,5
	7,3
	6,8
	7,9
	8,2
	

	Monthly average nominal salary of an employee in economy sector(lei) 
	DSS
	408
	544
	692
	892
	1117
	

	Number of people engaged in through the national Agency for Employment (thousand) 
	MMPS
	22,1
	24,1
	24,3
	26,3
	-
	

	Number of applicants registered by the National Agency for Employment (thousand) 
	ANOFM
	50,8
	59,5
	63,3
	62,3
	-
	In the EGPRS original table the data is not presented, the information is taken from SSD.

	Number of beneficiaries of unemployment financial support and other allowances) (thousands persons) 
	ANOFM
	6637
	5465
	3496
	1876
	-
	. In the EGPRS original table the data is not presented, the information is taken from SSD.

	Proportion between the size of unemployment allowance and the average salary, (%)
	ANOFM
	29,4
	24,6
	19,1
	40,8
	
	In the EGPRS original table the data is not presented, the information is taken from SSD. 

	Number of handicapped people able and wishing to work 
	DSS
	-
	-
	-
	-
	-
	

	Number of vacancies created for disabled persons 
	DSS
	-
	-
	-
	-
	-
	

	Number of engaged marginalized persons 
	ANOFM
	-
	-
	-
	-
	-
	

	Average period of unemployment (months) 
	ANOFM
	
	
	27
	23
	22
	In the EGPRS original table the data is not presented. The information is taken from SSD. 2002-2001 refers to the officially registered unemployed by the ANOFM offices.  

	Number of unemployed registered for prequalification 
	ANOFM
	-
	-
	-
	-
	1624
	Calculated by  EXPERT-GRUP on the basis of the information taken from SSD

	19. Youth policy 

	Unemployment among youth (thousands persons) (registered unemployment) 
	DSS
	23,3
	27,8
	30,6
	30,5
	30,8
	In the original EGPRS table the indicator for the year 2003 is not correct 

	Education for the population of the age group between 7-24, (%)
	DSS
	-
	-
	-
	-
	-
	


Note: - indicates the absence of statistical data in the responsible for them institutions or the fact that the data wasn’t made public; the estimations and calculations made by the EXPERT-GROUP are indicated in the hatched cells.    

� The Law of the Republic of Moldova “EGRPS approval” No. 398-XV of December 2, 2004


� Moderate optimism of Breton Woods Institutions appears in the Joint Staff Advisory Note for the Poverty Reduction Strategy, Republic of Moldova, IMF and World Bank, November 2, 2004.





� For example, the territorial statistic offices and the Sociology and Statistics Department do not possess the methodology for the estimation of regional GDP or of investments in districts. Besides, the analytical utility of these two indicators is disputable, while the „statitic administration” costs would be high. Regional GDP has meaning only for big regions, diverse from the economic point of view but not the ones that are  formed of some villages.    





� In this study the notions of „birocracy” and „burocratic” are used without negative connotation; they have the „public choice theory” meaning and refer to administratie procedures.  


� Precedents that support this opinion have been registered. The Monitoring Unit of Poverty Policies created with the help of the UNDP Program (and which, by the way, had to play an important role in ensuring the analytical support in the EGPRS implementation process) does not function at present.  


� The decision of the Government of the Republic of Moldova ”On adjusting the economic and social development programs and the action plans to the goals, priorities and policies contained in the Strategy for the Economic Growth and Reeducation of Poverty” No.116 of 03.02.2005.


� Page 19, Action Plan of NPMV, action No.1;


� Idem;


� Page 72, NPMV Action Plan, action No.24;


� World Bank, Report No. 28024-MD, „Recession, Recovery and Poverty in Moldova”, March 2004, Europe and Central Asia Region Human Development Sector Unit.





� Moldovan High Value Agriculture Export Competitiveness Study, CNFA, USAID Private Farmer Commercialization Program, Chisinau 2004, � HYPERLINK "http://www.cnfa.org" ��www.cnfa.org�





� There is still space for the direct foreign investments to rise  to the level of 10% of the GDP registered in 2000. 


� The Law of the  Republic of Moldova „Regarding investments in entrepreneurship activities” No. 81-XV of 03/18/2004, published in the Official Monitor of the Republic of Moldova issue NO 64-66 of 04/23/2004 has the aim to simplify the investment legislation and offer equal rights to foreign and national investors. The law does not modify the conditions for the activity of the enterprises with foreign investments created before its adoption. It results from article 43 that untill 2014 these enterprises have the right to observe the legislation of the Republic of Moldovat hat was in force when the enterprise was created. These regulations do not refer to certain important fields like the fiscal, customs, credit, etc., legislation.   .


� The interview with the General Director of the Privatization Department Alexandr Bannikov offered to the Interlic Press Agency (see http://www.interlic.md/page2.php?rubr=1015247074&id=1105635955&lang=).


� Logos Press issue No. 16 of April 29, 2005.


� Republic of Moldova Government Dispozition No. 21-2 of 02/18/2005 


� See Nicos Economu „Monitoring Indicators for the EGPRSP Implementation”, in Moldovan Economic Trends,


� “Labor Force Market in the Republic of Moldova in 2003” Statistics and Sociology Departament, Chişinău, 2004.


� „Report on the Activity of the national Agency for Regulations in Telecommunication and Informatics and on the evolution of the market of telecommunication services and information in the year 2004” ANRTI, Chisinau, 2005. 


� “On rehabilitation of the irrigation system”, Decision of the Government of the Republic of Moldova No. 256 of 17.04.2001. „Cu privire la reabilitarea sistemului de irigare”, Hotărârea Guvernului Republicii Moldova nr.256 din 17/04/2001.
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