


POSITION PAPER
OF THE COALITION FOR RURAL ECONOMIC DEVELOPMENT 
Republic of Moldova turns slowly in a net importer state of vegetable, animal and agro-industrial products

In the structure of Moldovan exports traditionally prevails export of agrifood products. These made up about 2/3 of total Moldovan exports in 1997-2004. Most commercial transactions of agricultural products, carried out in this period, were destined for the CIS countries and Romania, but once with the cease of import of vegetable and animal products, and alcohol in the Russian Federation, the share of agrifood exports in the total Moldovan exports has decreased dramatically from 61% in 2004 to 39,9% in 2007. In Moldovan exports prevails agrifood sector’s good, which are also increasing and in the Moldovan imports. This trend shows that local farmers lose their previously held positions on the agrifood products market. In other words, Moldova turns slowly into a net importer state of vegetable, animals and food products. The decrease of export in agrifood products was not accidental and is due to a rigid approach displayed both by agrifood producers and exporters as well as by the Moldovan authorities. 

In this respect, in order to improve the situation of foreign trade, the Coalition for Rural Economic Development proposes: 

1. Creating and implementing (by the Ministry of Economy and Trade, Customs Service, associative sector) tools similar to those used by the EU („Trade Barriers Regulation” - TBR) to identify and eliminate barriers and unfair trade practices that Moldovan exporters face on tertiary markets. 

2. Creating and implementing interactive tools to support exporters from the Republic of Moldova (databases in supporting Moldovan companies access to tertiary markets: statistic data, legislation, custom tariff, providing free of charge trainings, information, advice).

3. Elaboration and approval of regulations regarding the simplified customs procedures clearance following the communitarian regulations (the incomplete, simplified declaration and at home customs clearance procedures).

4. Creating of one-stop shops in all customs offices for quick processing all necessary documents for foreign trade transactions 

5. Broadening the exemption of customs duties on imports, tax-free import of factors of production and of other pieces of equipment imported at the same time with the transfer of activities in the Republic of Moldova of products obtained by Moldovan farmers from the properties located in a tertiary country, such as seeds, fertilizers and products for soil treatment, crops imported by farmers, and imported goods in order to promote trade. 
6. Improving the existing system of export VAT refunding. Consequently, developing and approving a regulation which provides the refunding of VAT after the repatriation of financial means received by Moldovan companies at completion of export operations. 

7. Removing or amending the article 199 of the Customs Code, „Terms of verifying customs declaration, documents, and control of goods and means of transportation”.

The agricultural sector is lagging behind, marked by the inefficient use of natural, human and material production resources.

The export potential of Moldovan agriculture is underutilized. There are currently significant disparities between agricultural production systems in Moldova and in European countries that are key producers and traders of agricultural produce and foodstuffs. Average yields in agriculture are 2-5 times below averages for west European countries. Recent overall trends in the evolution of average yields and total output in the vegetal and animal sectors are affected by the inefficient use of natural, human and material production resources. For the past two decades, the Moldovan farming sector has seen vast de-capitalization. Consumption of chemical and natural fertilizers in Moldovan agriculture resembles respective indicators recorded in developed countries in the ‘50s. In 2008 seed prices for the main crops have trebled, while prices for agricultural chemicals have gone up by 120-150%, compared to 2007. In addition, farming mechanization has not seen the introduction of modern machines and implements, but has been subjected to the running down of the assets owned by the sector at the beginning of the privatization process. At the same time, irreversible changes have taken place in agriculture in terms of labor force redistribution, which has gone from 700 thousand to 300 thousand workers between 2001 and 2006. Of the 400 thousand people who gave up farming, 200 thousand emigrated and 100 thousand have left the labor force, many being supported by people working abroad. Another demoralizing factor for the sector is the fragility of rural markets, which are at their inception. The Moldovan agricultural market is characterized by instability, significant price fluctuations, disequilibrium between supply of and demand for vegetable produce, frequent threats to the country’s food security.

To increase the agricultural sector’s export potential, the Coalition for Rural Economic Development proposes:

1. Correlation of food and agricultural sector development policy and sector (land, market, fiscal, commercial, crediting and investment) policies.

2. Modernization of the agricultural sector by providing agricultural entities with technological equipment, expansion of irrigation, optimization of the structure of agricultural holdings and the expansion of the range of crops cultivated in the country, creation of units for the supply of modern and quality agricultural inputs and ones for the collection of agricultural produce, liberalization of farm inputs imports to enhance output and average yields. 

3. Elimination of existing disparities at regional level in terms of equipment availability to farmers. Funds in the agricultural producers’ subsidy fund earmarked for the acquisition of farming equipment should be distributed to agricultural producers subject to the availability of equipment by district.

4. Encouraging investment in sectors that generate profits, to discourage subsistence farming and foster a taxable business environment, which would generate revenues to the state budget.

5. Reforming the subsidy system in line with the provisions of the Concept of the system for subsidizing agricultural producers for the 2008-2015 years. Eliminating gaps in the subsidy award system existing in 2008: publishing lists of subsidy beneficiaries, lists with the memberships of national and local specialized commissions, encouraging competition in rural areas, consultation of public opinion in the development of regulations for farming subsidies in 2009.

6. Encouraging productivity growth in agriculture, as well as of the quality of produce, by introducing mandatory productivity and quality benchmarks associated with state support for crop and livestock farming.

7. Promoting equal opportunities, stimulating employment and preventing emigration from rural areas, poverty reduction, increasing responsiveness to higher demands for living standards.

8. Lowering tax rates for agricultural and food products, including VAT, to stimulate consumption, supply and competitiveness of local products.

9. Supporting the local supply of agricultural products and increasing the range of vegetal and animal produce. In the context of Moldova, several sectors can be re-launched, which are currently seen as secondary in agriculture, such as production of aromatic plants, used in the production of essential oils, medicinal plants, aquaculture and apiculture. 

10. Bringing back into the agricultural circuit of inefficiently managed land holdings, without affecting ownership rights. The process of renewal of vineyards and orchards can be enhanced through the use of opportunities offered by the state through the Programs for the utilization of new land and increasing the fertility of soils and national support funds for agriculture (the fund for the provision of subsidies to farmers and for the support for setting up vineyards).

The domestic legal framework regulating foreign trade is cumbersome, complex and flawed.

The domestic legal framework regulating the export of local products generally, and of agricultural produce in particular, is large, complex and flawed, having been particularly “loaded” over the past 2-3 years. The significant number, complexity and dispersed nature of acts regulating various aspects of foreign trade pose a practical problem: difficulties in learning, orientation and information for exporters on the procedures, particularities, facilities, preferences and lack of adequate correlation between various departmental (special) acts. Most laws currently in effect have been drafted before 2000 and, in the process of drafting, have not been reviewed as required by Law 780-XV dated 27.12.2001 on legislative acts. Currently, along with those legislative acts, a significant number of Government acts, as well as acts approved by central administrative bodies are in effect. However, their passing and enactment does not entail qualitative and quantitative results in foreign trade based on the number of laws, Government decisions and acts issued by ministries and other central administrative bodies. Many of those are repealed, for lack of any impact on the regulated sector. Others yet have had destructive consequences on businesses involved in foreign trade and on entire sectors of the national economy.

To improve internal legal framework regulating foreign trade, The Coalition for Rural Economic Development proposes: 
1. In order to optimize the process of legislative acts development and effective implementation of the Law no. 780-XV of 27.12.2001 on legislative acts, we consider timely the publication of draft legislative acts and anticorruption, economic, financial, scientific ecologic and other legal expertise, provided by this law.

2. To optimize the strategic planning system and rationalize the legislative-normative framework on policy documents, we propose the involvement of the representatives of civil society and the private sector in the Commission for reviewing policy documents, established by the Government Decision no. 691 of 11.06.2008 on the establishment of the Commission for reviewing policy documents.

3. Co-optation of representatives of civil society and the private sector in the inter-governmental commissions for economic, commercial, scientific and technical cooperation stipulated in the Government decision no. 725 of 17.06.2008 on inter-governmental commissions for economic, commercial, scientific and technical cooperation. 
4. Harmonization of normative acts which provide strict rules towards the requirements of documentation in foreign trade transactions (Customs Code, Government Decision no. 600 of 14.05.2002 on approval of the Regulation on method of declaring the customs value of goods entering the territory of the Republic of Moldova, Customs Service Order no. 276-O of 24.10.2002 on preparing customs documents to clearing customs of goods originating from foreign economic transactions) and introducing in the legislative acts some clear rules regarding mandatory set of acts and the free use of additional acts. 
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