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Foreword

The Republic of Moldova declared its independence more than ten years ago. Much has happened
since then. The dynamic of transition has not only accelerated, it has begun to show important
progress. At the same time it has posed new challenges for both the Government of Moldova and
society at large. With the Millennium Development Goals as its long-term development framework
and its course set towards European integration, the Republic of Moldova has taken on a renewed
commitment to continue vigorous reforms and further enhance human development.

Human development is the ultimate goal of human progress. It offers people opportunities for long
and healthy lives, decent living standards, and a high quality education. It also includes aspects
such as unconditional observance of human rights, gender equality, citizens’ participation,
government’s accountability to its citizens and citizens’ responsibility toward society, tolerance
and the rule of law. As a member of the United Nations, the Republic of Moldova is making
notable efforts to promote the principles of human development, to overcome the difficulties of
transition and to act on its adherence to the values of modern civilization. The process is,
however, not easy.

After twelve years of independence, it has become increasingly clear for many people in Moldova
that the glue that holds all the other development priorities together is good governance. The
concept of “governance” is not new. It is as old as human civilization and encompasses all aspects
of the way a society governs itself. To be called “good”, governance needs to have a number of
critical characteristics. It has to be participatory, consensus-oriented, accountable, transparent,
responsive, effective and efficient, equitable and inclusive and it must follow the rule of law. Good
governance ensures that corruption is minimized, that the views of minorities are taken into
account and that the voices of the most vulnerable in society are heard in decision-making. It is
responsive to the present and future needs of people and ensures the sustainability of human
development.

Maybe good governance is an ideal that is difficult to achieve in its totality. Indeed, very few
countries and societies have come really close to it. However, to ensure sustainable human deve-
lopment, actions must be taken to work towards this ideal with the aim of making it come true.

UNDP Moldova feels it is timely and appropriate for a National Human Development Report to
focus on those policy issues that promote a more effective link between governance and develop-
ment. Like its predecessors, the 2003 National Human Development Report was written by an
independent team of senior national experts which was led this time by the Institute for Public
Policy. Their proposals do not pretend to offer a single, universally-applicable recipe to the Republic
of Moldova’s challenges. Instead, they set forth policy guidelines that can help the key issues
pertaining to democratic reforms and social development to rise to the top of the public agenda.

We hope that the recommendations of this Report will feed the national policy dialogue and
contribute to the strengthening of good governance in the Republic of Moldova, thus creating
favorable conditions for making the Millennium Development Goals a reality for all the people of
this country.

Bruno Pouezat
UNDP Resident Representative
in the Republic of Moldova
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Executive Summary

Introduction

The National Human Development
Reports prepared in the Republic of
Moldova with UNDP support since
1995 describe the process of the
country’s development and are an
important mechanism of monitoring
progress and analyzing barriers to
human development.

The human development agenda of
the past indicates that good gover-
nance has become a concern of the
entire society. It has been heralded as
the missing link in development, as a
primary objective of development
assistance and a pre-condition to
achieve sustainable human develop-
ment. For these reasons, the main sub-
ject of the National Human Develop-
ment Report 2003 (hereafter the NHDR
2003) is ways of improving gover-
nance, seen as enhancing not only the
institutional capacity of the state to
design and implement more sustain-
able human development policies but
also as strengthening the role of civil
society in human development.

The NHDR 2003 sets forth a framework
necessary for the analysis of the connec-
tion between governance and human
development in the Republic of Mol-
dova, and examines the main economic,
political, and social trends, citizens’ as-
pirations, the position of government,
and the principal factors and actors
influencing the quality of governance
and human development. The central
message of the report is that good gover-
nance is a basic condition for sustain-
able human development.

! Statistical data used in the 2003 Human Development Report are for 2001.

2

The data provided by international and national statistical bodies may

differ. Hence, the HDI for 2001, calculated on the basis of data provided by the
Department of Statistics and Sociology of the Republic of Moldova, is 0.707.
To avoid confusion, the analysis requiring comparisons between the indica-
tors of various countries is based on the data provided by global reports, and
for other purposes, on the basis of data provided by the Department for

Statistics and Sociology.

Chapter 1 The Profile

of Human Development in

the Republic of Moldova

In Chapter 1, the Report analyzes the
most recent state of human develop-
ment in the Republic of Moldova by
applying the yardsticks represented
by human development indicators,
including the Human Development
Index (HDI). The human development
profile of the Republic of Moldova
shows that in spite of some progress
during the past decade, the evolution
of human development was not sig-
nificant. This conclusion is based on
the following findings:

e In UNDP’s 2003 Human Develop-
ment Report' the Republic of Mol-
dova is ranked as a medium hu-
man development country with a
HDI value of 0.700%. Of 175 coun-
tries analyzed in the 2003 Report
Moldova is ranked 108, between
Algeria and Vietnam.

e The 2001 value of HDI of the Re-
public of Moldova is below the
world average (0.722). Similarly,
when compared to other regions
across the world the HDI value of
the Republic of Moldova is below
the HDI of the Central and Eastern
European (CEE) countries and be-
low the HDI of all former Soviet
countries except for Tajikistan.

e As far as the three different com-
ponents of the HDI are concerned,
the situation in the Republic of
Moldova varies. Life expectancy at
birth (68.5 years) is higher than the
world average (66.7 years) but
slightly lower than in other CEE
countries and the CIS region (69.3
years), and significantly below the
average of developed countries (77.0
years).

e Regarding educational indices, the
gross enrollment ratio at all levels
of education in the Republic of
Moldova (61%) is below the world
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average (64%), the average in the
CEE countries and the CIS region
(79%), and in the OECD countries
(87%). It should be mentioned that
available information is often dif-
fering, the variations between sta-
tistical data provided by interna-
tional bodies (61%) and national
entities (70.4%) are significant.

e In 2001, the Republic of Moldova
had a Gross Domestic Product
(GDP) per capita (in US$ Purchas-
ing Power Parity (US$ PPP) of 2,150,
which is nearly more than 3 times
below the world average (US$ PPP
7,376). Moreover, the Republic of
Moldova’s GDP per capita was be-
low the average of all other regions
in the world except Sub-Saharan
Africa (1,831).

The Republic of Moldova achieved
some satisfactory results in implement-
ing Millennium Development Goals,
especially in education and gender
equality, but continuous efforts should
be made to reduce poverty, improve
child health, and eradicate tuberculo-
sis and HIV/AIDS.

Chapter 2. Governance

in the Republic of Moldova

and the Challenges of

Consolidating Statehood

Chapter 2 focuses on various aspects
of good governance in the Republic
of Moldova, on which the consolida-
tion of country’s statehood depends.
Based on the experience of the Re-
public of Moldova, the chapter analy-
ses the relationship between gover-
nance, democracy, the role of the state
and human development The argu-
ments presented in this chapter em-
phasize the mutual dependence be-
tween good governance and human
development.

e According to international classifi-
cations, Slovenia and the Czech
Republic have a good level of gov-
ernance and register high HDI val-
ues, but the Republic of Moldova

and Tajikistan have a reduced level
of governance and register lower
HDI values. Assessments of the
quality of governance demonstrate
that about 60% of the world’s coun-
tries have better governance than
the Republic of Moldova.

The deterioration of the quality of
life, the appearance of mass unem-
ployment, the consequences of the
armed conflict in Transnistria and
the slow and ineffective privati-
zation of state property in the Re-
public of Moldova marked pro-
foundly the course of good gover-
nance during the last decade. More-
over, the numerous changes of gov-
ernment (9 altogether or about 12
per year during 1991-2002), the per-
manent shifts in the balance of
forces within the Parliament, and
the lack of national consensus have
made the process even more com-
plex and uncertain..

An analysis of the government pro-
grams from 1994 to 2003 reveals
contradictory attempts to combine
the need for reform and the wish
to keep certain elements of the pre-
vious socioeconomic and political
systems. A common feature of these
programs was a lack of specific in-
dicators against which the attain-
ment of objectives and expected
outcomes could be monitored and
analyzed.

According to national surveys, the
population of the Republic of
Moldova is dissatisfied with the
quality of governance in the coun-
try. During 1998-2000, the share of
people who considered Moldova to
be going in the wrong direction
increased from 52% to 82%, and
decreased in 2002 to 46%. Moldovan
citizens continue to be concerned
about poverty, their children’s fu-
tures, increasing prices, and unem-
ployment.

From the perspective of good gov-
ernance and human development,
the current challenges for the
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consolidation of the Republic of
Moldova require decisive actions
in promoting efficient economic re-
forms, strengthening democratic in-
stitutions and participatory democ-
racy, strengthening the rule of law,
asserting political culture, overcom-
ing - on a scientific basis - the iden-
tity crisis and social disintegration.
The Republic of Moldova’s acces-
sion to international organizations
at regional and global levels is a
fundamental element in the process
of strengthening good governance.

Chapter 3. Consolidating

Conditions for Better

Governance and Human
Development in the

Republic of Moldova

This chapter analyzes the efforts of
reform underway in the Republic of
Moldova. Two main conclusions
could be drawn based on the reform
experience: (1) the lack of a mecha-
nism allowing dialogue and interac-
tion with civil society during the re-
form process; and (2) that most deci-
sions related to reforms have been
reactive as opposed to proactive in
nature. The key findings of the chap-
ter are:

e The process of creating a modern,
efficient, and apolitical public ser-
vice in the Republic of Moldova is
proceeding with difficulty, and re-
forms of the central and local ad-
ministrations are hesitant and con-
tradictory.

e The Republic of Moldova is ranked
as a country with a very high cor-
ruption index. Corruption has in-
creased and is affecting all areas of
the country’s economic and politi-
cal development. The President of
the Republic of Moldova, Vladimir
Voronin, mentioned that “for many,
the public service continues to be a
profitable business and not an ac-
tivity in the interest of state”

e Approximately 2800 nongovern-
mental organizations in the Repub-
lic of Moldova greatly contribute
to the promotion of reforms and
defend the political, economic, and
social rights of the Moldovan citi-
zens. However, the roles of nongov-
ernmental organizations in human
development and in asserting good
governance remain limited, and most
citizens still think that they cannot
influence the decisions made by
central or local authorities.

o Citizen’ opinion on mass media is
contradictory, both positive and
negative. The legal framework for
mass media in Moldova is confus-
ing and restricting the freedom of
press; about 50% of journalists be-
lieve that they are not protected
against eventual persecution, threats,
or pressure conditioned by their
professional activity.

e The success of democratic gover-
nance depends greatly on the or-
ganizational skills of political par-
ties, their ability to meet people’s
needs, and their political culture.
Moldovan political parties will not
contribute to the promotion of
genuine political culture if they
don’t modernize and democratize
their internal functioning and elimi-
nate the gap between citizens’ as-
pirations and the achievements of
political parties.

e In spite of many positive efforts,
creating the conditions for good
governance and human develop-
ment in the Republic of Moldova
has been a difficult task. In part
the process has been conditioned
by the insufficient quality and
promptness of political decisions,
bureaucratic obstacles, and the way
delicate ethnic, linguistic and terri-
torial issues were handled. The ba-
sic objective of the Republic of
Moldova is to continue the institu-
tionalization of democratic values,
practices, and principles in each
area of social life.
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Chapter 4. Key Human

Development Policies in

the Republic of Moldova:

Preventing Conflicts and
Strengthening Governance

Chapter 4 identifies several policy ar-
eas in the Republic of Moldova that
could be targeted as part of a human
development strategy. There is no
simple, universal blueprint for imple-
menting human development policies.
Government and civil society in the
Republic of Moldova will have to work
together to design the most appropri-
ate mix of policies to prevent conflict,
strengthen governance and reduce
poverty. While this Chapter proposes
a more comprehensive approach, pri-
orities will have to be set. The key fin-
dings of the chapter are:

e Facing considerable economic dif-
ficulties, lacking development capi-
tal and skills, with a reputation for
high risk and unreliability among
international investors, the Repub-
lic of Moldova should take urgent
actions to consolidate recently
achieved stabilization and growth
and to create the optimal condi-
tions for sustainable economic de-
velopment. This should be possible
by diversifying the economy’s struc-
ture, from an agriculture economy
to a service economy, improving
the business environment, restruc-
turing bankrupt enterprises, and
tackling the corporate governance
issues.

e In the area of education, in spite of
the ongoing reform effort, the Re-
public of Moldova has not devel-
oped yet an education policy, as a
legally binding instrument that
would be effective regardless of the
changes in government. There are
also a number of areas where stra-
tegic interventions are needed, for
example: access to pre-school edu-
cation programs; institutionalized
children; small rural schools; text-
books and other educational mate-
rials and assessment of performance.

e In the area of social protection the
process of reforms should continue
leading to a system that is trans-
parent, fully funded, fiscally sustain-
able, well targeted and based on
real possibilities of the country. The
government must remain commit-
ted to strengthening the linkage
between contributions and benefits,
eliminating privileged pensions and
tightening eligibility criteria.

e The health care system in the Re-
public of Moldova is still highly
centralized, in almost all areas such
as administration, training and
employment of personnel and
policy making. The processes of
implementing mandatory health
insurance should be oriented toward
modernizing primary and emer-
gency medical services, increasing
investments, strengthening institu-
tional capacities, and guaranteeing
the population access to quality me-
dical services.

o If the Republic of Moldova wants
to achieve good governance, the
state should guarantee territorial
integrity and physical security, en-
sure necessary conditions for an
effective effectuation of citizenship,
mobilize public savings, coordinate
the resources allocation, and to in-
troduce corrections into the system
of income distribution in order to
make it more equitable.

Chapter 5. Governance

and Human Development:

Toward a Political

Framework and an

Action Plan

Following the analysis of the situa-
tion in the Republic of Moldova Chap-
ter 5 examines and proposes the ele-
ments that are needed to operationa-
lize a sound human development strat-
egy. Key aspects of the proposal for
a policy framework and an agenda
for action towards good governance
and human development are:

Executive Summary
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e Establishing good governance means

renewing the democratic environ-
ment, uniting the civil society, extend-
ing collective actions, and forming a
new, clear vision on change through
dialogue and deliberation. It is pos-
sible to improve the quality of gov-
ernance by promoting political in-
volvement, stimulating partnerships
between the public and private sec-
tors, promoting freedom of speech,
fighting corruption, and ensuring re-
sponsibility and transparency.

The quality of governance and so-
cial development in the Republic of
Moldova are mainly determined by
the capacity of all social actors to
develop and implement the revital-
ization and reform strategies for all
aspects of social life — first, for the
economy, legal system, education,
social protection, and health care.

e The GDP’s annual increase of at

least 5% forecasted by the govern-
ment of the Republic of Moldova
for 2004—2006 will lead to the en-
hanced human development only
if fundamental reforms are imple-
mented in all areas of economic and
social activity. The current trend of
implementing semi-reforms or incom-
plete actions is not productive.

Without proper consolidation, and
expansion of reforms, the aspira-
tions of the Republic of Moldova
for a better future could not be
brought to reality. The modest but
encouraging results achieved dur-
ing the independence years could
be strengthened through acceler-
ating institutional reforms, promot-
ing economic restructuring, and ex-
tending and improving public ser-
vices.
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The Republic of Moldova:
Human Development Balance Sheet

HUMAN PROGRESS HUMAN DEPRIVATION

Human Development in the Republic of Moldova in the Global Context

Over the past few years, the HDI of the Republic of
Moldova increased slightly, reaching 0.710 in 2002.

= The increase of the HDI is too insignificant to reach

the world average, and the difference between the
Moldovan HDI and the world HDI, which is constantly

increasing, remains largely the same.

Rated by the 2001 HDI the Republic of Moldova was
the last but one in the Central and Eastern Europe
and in the Commonwealth of Independent States.

Life Expectancy

During the period 1999—2002, the life expectancy at
birth increased by 0.7 years, reaching 681 years.

= The average life expectancy in the Republic of Mol-

dova is one of the shortest among the countries of the
former Soviet Union and Central and Eastern Europe.

= The gender discrepancy remains significant — 7.3 years

(79 years in 1995).

Education

During the past decade, most education indicators
remained at the same high levels being subject only
to insignificant fluctuations.

University education is increasingly popular. The
number of students reached 110,000 persons.

= During the past six years, the number of preschool

institutions in the Republic of Moldova decreased by
29%. As a result, the share of children attending these
institutions is only 40%.

During the transition period, the situation of almost 270
small rural schools significantly deteriorated; they are
unable to ensure children’s access to quality compulsory
education.

Living Standards

Between 1999 and 2002, the GDP per capita increased
from US$PPP 1955 to USSPPP 2,428.

During 2000-2002, almost all pensions and wages
arrears were paid off. An increase in the budget rev-
enues made possible an increase of wages and pen-
sions by roughly 80%.

= In 2001, the GDP per capita in the Republic of Moldova

was the lowest in the CEE and CIS countries, with the
exception of Tajikistan. It was three times lower than
the regional average.

Absolute poverty remains at the level of about 40.4%,
and the risk to become poor is much higher in rural
areas.

Consolidation of Democracy and Improvement of the Quality of Governance

The Republic of Moldova, former part of a totalitar-
ian state, became independent. Its legal framework
promotes the establishment of favorable conditions
for the free development of each citizen regardless of
his/her ethnic, linguistic or religious background.

u The Republic of Moldova is ranked as a country with

a very high corruption index. The number of cases of
corruption has increased, and corruption is affecting
all areas of the country’s development.

Moldovan citizens are largely dissatisfied with the qual-
ity of governance. The results of surveys reveal a lack
of confidence in the majority of the state institutions.

The process of establishing modern, efficient, and
apolitical public service is proceeding with difficulty,
and reforms of the local and central administrations
are hesitant and contradictory.
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NHDRs have accompanied
the transition process and have
become an important tool to
regularly monitor human de-
velopment progress and set-
backs in the Republic of Mol-

dova.

Introduction: Good
Governance and
Human Development

National Human Development

Reports in the Republic of Moldova
In 1995, the first National Conference
on Sustainable Human Development
was held in the Republic of Moldova.
It was at that conference when the
first National Human Development
Report (NHDR) was conceived. Since
then, NHDRs have accompanied the
transition process and have become
an important tool to regularly moni-
tor human development progress and
setbacks in the Republic of Moldova.

Under the guidance of the United
Nations Development Programme
(UNDP) and with the participation of
representatives from government, civil
society, and academia, six NHDRs
were produced between 1995 and 2000.
These reports have catalyzed construc-
tive interaction between public policy
makers and the nongovernmental
sectors of the society, contributing to

a detailed examination of all aspects

of human development in the Repub-
lic of Moldova. The reports provided
several alternative views on transition
processes, advocating for reforms and
economic growth not as final results
but as means to stimulate human de-
velopment and strengthen responsible
governance. Thus, they have increased
awareness of the human development
concepts and issues , and contributed
to the establishment and consolida-
tion of partnerships. The main con-
clusion drawn from these NHDRSs is
that the transition process from a to-
talitarian regime to a democratic re-
gime is complex and requires strate-
gic management and involvement of
all active members of civil society.

In the past decade, the transition pro-
cess has accelerated, and has gener-
ated some results. At the same time,
many conceptually new problems con-
cerning both the government and the
civil society as a whole have emerged.
For this reason, NHDR 2003 is ori-
ented, first of all, toward promoting a
closer relationship between the qual-
ity of government and human devel-
opment.

Box 1

The United Nations
Development
Programme (UNDP)
and the Impact of
Human Development
Reports

Since 1990, the United Nations
Development Programme (UNDP)
has promoted human develop-
ment as an alternative paradigm
to the classical economic approach
to development. Using global Hu-
man Development Reports (13 re-
ports in all) and National Human
Development Reports (to date,
more than 400 national and sub-
national reports in more than 130
countries), the UNDP has focused
on people as the center and ob-
jective of development.

Every year, Human Development
Reports make efficient recommen-
dations to be implemented at na-
tional and international levels. At
the national level, recommenda-
tions focus on the priority of hu-
man development policies, the
need to establish a new partner-
ship between the state and the
market, and the promotion of new
forms of alliances between gov-
ernments, civil society institutions,
communities, and individuals.

National, regional, and global Hu-
man Development Reports have
played a key role in promoting
human development. For example,
they have:

= brought human development con-
cerns to public attention, advo-
cating for a more peoplecentered
approach to policy making;

filled an important gap in policy
dialogue among development
partners, complementing other
government-led and civil soci-
ety initiatives, and donor-sup-
ported studies and reports;

provided human development
profiles and tackled key devel-
opment issues such as human
rights, good governance, HIV/
AIDS, women in development,
and local administration;

supplied comprehensive human
development indicators and in-
dices and helped monitor pro-
gress and setbacks in human de-
velopment and poverty; and

generated interesting insights
into people’s perceptions of hu-
man development and their con-
cerns and priorities, and incorpo-
rated them into policy analysis.
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Defining Human

Development

Human development can be simply
defined as a process of expanding
people’s choices. Every day people
make a series of choices in the eco-
nomic, social and political realms. If
people are put at the center of devel-
opment policies, then those efforts
should be geared to enhancing the
range of choices. Enlarging people’s
choices implies formation and/or en-
hancement of capabilities. From a
human development perspective three
critical areas for capabilities are: a long
and healthy life, knowledge and ac-
cess to needed economic resources for
a decent living. Human development
is both a process and an end result.

However, the fundamental scope of
human development is much broader.
For instance, the idea of human de-
velopment and human rights are
linked in a compatible and comple-
mentary way. If human development
focuses on the enhancement of the
capabilities and freedoms that the
members of a community enjoy, hu-
man rights represent the claims on the
design of social arrangements to fa-
cilitate or secure these capabilities and
freedoms. Other areas of choice highly
valued by people include participa-
tion, security, good governance and
sustainability. From a human develop-
ment perspective, all of these are needed
for being creative and productive and
for enjoying self-respect, empowerment
and a sense of belonging to a commu-
nity. Ultimately, human development
is development of the people, for the
people and by the people.

A distinct difference between the
schools of economic growth and hu-
man development is that the former
focuses exclusively on expanding one
opportunity — to gain income, while
the latter includes the strengthening
of all human capabilities — be they
economic, social, cultural, or political.
From the human development per-
spective income is a means to human

development, but not the only one.
Through various measures the ben-
efits of income need to be translated
into enhancing different aspects of
development. Thus economic growth
is a necessary, but not sufficient, con-
dition for human development. As was
pointed in the 1996 Human Development
Report (HDR), it is the quality of
growth, not its quantity alone that
matters most for human development.

Very often, Governments, especially
in countries in transition, do not con-
sider the quality of economic growth
and expanding people’s choices to be
important. They are usually more con-
cerned with other aspects of the tran-
sition process, such as macroeconomic
stability, budget execution, promotion
of external policies, and so forth. De-
cision-makers are often preoccupied
with the quantitative terms of econo-
mic growth. However, from the view-
point of human development they
should be more interested in the struc-
ture and quality of such growth.

The experience of the last decade in
many transition countries suggests
that there is no direct connection be-
tween stability, economic growth and
human development. Even in the ca-
ses when such a link has been estab-
lished, it can be gradually eroded
especially if strategic policy manage-
ment is not continuous or suitable
for human development goals. Thus,
human development needs to be incor-
porated in public policy discussions
and processes.

Measuring Human

Development

Since it first appeared in the first Hu-
man Development Report in 1990 (Box 1),
the Human Development Index (HDI)
has been rather successful in serving
as an alternative measure of develop-
ment, supplementing economic indica-
tors! The HDI measures the countries’
achievements in three dimensions of

1

Human development can be
simply defined as a process of
expanding people)s choices

Very often, Governments, espe-
cially in countries in transition,
do not consider the quality of
economic growth and expan-
ding people’s choices to be im-
portant

A distinct difference between
the schools of economic growth
and human development is
that the former focuses exclu-
sively on expanding one op-
portunity — to gain income,
while the latter includes the
strengthening of all human ca-
pabilities

The HDI measures the coun-
tries’ achievements in three di-
mensions of human develop-
ment: longevity, knowledge,
and living standards

The Annex contains a detailed description of the calculation method of
HDI and other human development indices.
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Good governance institutions
represent fundamental building
blocks for a framework for im-
proved public accountability

No notion of human devel-
opment can be relevant and
effective unless it addresses
the issue of governance

A fundamental element of good
governance is the availability of
information on governmental ini-
tiatives and policies, and the
possibilities for citizens to ana-
lyze their impact, influence gov-
ernment actions, and participate
in decision making, including the
development of laws and regu-
lations affecting their lives

human development: longevity, knowl-
edge, and living standards. Longevity
is measured by life expectancy at
birth; knowledge is measured by a
combination of the adult literacy rate
and the combined gross primary, sec-
ondary, and tertiary enrolment ratio;
and standard of living is measured
by the Gross Domestic Product (GDP)
per capita (in US$ Purchasing Power
Parity (PPP). All three are used to
construct an index between 0 (low)
and 1 (high), and on which annual
country rankings are based on.

The HDI is not able to capture all of
the peculiarities of a country and the
social impact of newly implemented
policies. This is what led national and
international analysts to extend the
HD concept and its measurement tools.
Thus, during the past decades, national
and global reports included several
additional indices that went beyond
the uniform composite measure of lon-
gevity, educational attainment, and
standards of living. For example:

¢ Gender-Related Development Index
(GDD to assess gender inequality in
life expectancy, level of education,
and living standards.

4 The Gender Empowerment Measure
(GEM), to assess relative participation
of women and men in political and
economic life.

¢ Human Poverty Index (HPD) to measure
deprivation in longevity, knowledge,
and decent living standards.

Good Governance and

Human Development

No notion of human development can
be relevant and effective unless it
addresses the issue of governance.
Taking into consideration the com-
plexity of the Republic of Moldova’s
situation, and numerous internal and
external factors that influence public
decisions and policies, it is important
to examine the relationships, linkages
and synergies between governance
and human development. A funda-
mental element of good governance

is the availability of information on
governmental initiatives and policies,
and the possibilities for citizens to
analyze their impact, influence gov-
ernment actions, and participate in
decision making, including the devel-
opment of laws and regulations af-
fecting their lives. These rights, which
are important not only for human
development but also for building
trust between the state and civil soci-
ety and for consolidating the national
institutional system, are of particular
relevance to the Republic of Moldova.
Fostering democracy, advancing hu-
man development and expanding hu-
man opportunities will have to be the
three indispensable elements of
strengthening good governance in the
Republic of Moldova in the years to
come.

Good governance institutions repre-
sent fundamental building blocks for
a framework for improved public ac-
countability. Moreover, good gover-
nance as a process of intermediation
touches almost all aspects of daily life.
Through the synergy of formal insti-
tutions, policies, social organizations,
values and outcomes of good gover-
nance, the predictability and fairness
of decision-making processes across
the full spectrum of public sector agen-
cies could increase substantially. As
the case of the Republic of Moldova
shows, not promoting such synergies
can have important implications for
economic growth, democratic reform
and human development.

The 2003 National Human
Development Report for

the Republic of Moldova

The human development agenda of
the past indicates that good gover-
nance has become the concern of the
entire society. It has been heralded as
the missing link in development, as a
primary objective of development
assistance and a pre-condition to
achieve sustainable human develop-
ment. For these reasons, the main sub-
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ject of the National Human Develop-
ment Report 2003 (hereafter the NHDR
2003) is ways of improving gover-
nance, seen as enhancing not only the
institutional capacity of the state to
design and implement more sustain-
able human development policies but
also as strengthening the role of civil
society in human development.

The NHDR 2003 sets forth a frame-
work for the analysis of the connec-
tion between governance and human
development in the Republic of
Moldova, and examines the main eco-
nomic, political, and social trends, citi-
zens’ aspirations, the position of gov-
ernment, and the principal factors and
actors influencing the quality of gov-
ernance and human development. The
central message of this Report is that
good governance is a basic condition
for sustainable human development.

Chapter 1 analyzes the current human
development situation in the Repub-
lic of Moldova. Chapter 2 focuses on
various aspects of good governance
in the Republic of Moldova, from the
strengthening of statehood and the
challenges of consolidating the coun-
try to the good governance aspira-
tions of the people. Chapter 3 analyzes
the efforts of reform underway in the
Republic of Moldova both at the
public and political level. Chapter 4
that
could be targeted as part of a hu-

identifies priority policy areas

man development strategy. Chapter5
addresses the elements that are needed
to operationalize a human develop-
ment strategy. It goes beyond diag-
nosis and analysis to consider an
agenda for action in the Republic of
Moldova.

The main subject of the 2003
NHDR is ways of improving go-
vernance, seen as enhancing not
only the institutional capacity
of the state to design and im-
plement more sustainable hu-
man development policies but
also as strengthening the role
of civil society in human de-
velopment

The central message of this
Report is that good governan-
ce is a basic condition for sus-
tainable human development
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The Republic of Moldova is ran-
ked as a medium human deve-
|opment country

The 2001 HDI of the Repub-
lic of Moldova (0.700) is be-
low the world average (0.722)

The life expectancy at birth
in the Republic of Moldova
(66.7 years) is comparable
with the world average (66.9

years)

The Republic of Moldova has
the enrollment ratio (61%)
that is lower than the global
average (64%)

18

Chapter 1. Human
Development Profile of
the Republic of Moldova

Human Development in
the Republic of Moldova
within the Global and
Regional Context

The Global Context

The global Human Development Report
2003 used the following ranges to rank
countries by the Human Development
Index (HDI). Countries with an HDI
value higher than 0.800 are considered
to have high human development;
those with HDI values from 0.500 to
0.799 are considered to have medium
human development; and countries
with an HDI value less than 0.500 are
considered to have low human devel-
opment. Thus, out of 175 countries, 55
have been qualified as having high
human development, 86 - medium
human development, and 34 - low
human development.! Countries like
Norway, Iceland, Sweden, and Aus-
tralia are at the top of the 2002 HDR
ranking, while countries like such as
Mali, Burkina Faso, Nigeria, and Si-
erra Leone are at the bottom. The
Republic of Moldova is ranked as a

Figure 11 Evolution of the HDI of the Republic of Moldova, compared

with the global and regional averages, 1997-2001
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Source: UNDP, Human Development Reports (1999-2003).

! In the Human Development Report 2003, the 2001 statistical data are used.

medium human development country
(108" among the 175 countries), along
with Algeria, Vietnam, among others.
The 2001 HDI of the Republic of
Moldova (0.700) is below the world
average (0.722). Similarly, when com-
pared to other regions across the
world, it The HDI value of the Re-
public of Moldovais below the aver-
age HDI values of the following (val-
ues in parentheses): Organization for
Economic Cooperation and Develop-
ment (OECD) countries (0.905); Cen-
tral and Eastern European (CEE) coun-
tries and countries of the Common-
wealth of Independent States (CEE and
CIS; 0.787); Latin American and Carib-
bean countries (0.767); and the East
Asian and Pacific Region area (0.726).
During the last five years, the HDI in
Moldova showed a slight fluctuation
trend, while the global HDI average
showed an increase (see FigureLl).

As far as the three different compo-
nents of the HDI are concerned, the
life expectancy at birth in the Repub-
lic of Moldova (66.7 years) is compa-
rable with the world average (669
years). It is, however, shorter than life
expectancy in the Eastern Asian and
Pacific regions (69.5 years), Latin
America and the Caribbean (70.3
years), and CEE and CIS countries (69.3
years), and is much shorter than in

the OECD countries (77.0 years).

In terms of educational attainment, the
Republic of Moldova has the enroll-
ment ratio (61%) that is lower than
the global average (64%) and the av-
erages of the CEE and CIS countries
(79%) and of the OECD states (87%).
One should mention, however, that the
available statistical data are not con-
sistent. According to the 2001, 2002,
and 2003 HDR data, the Republic of
Moldova registered a gross enrollment
ratio, at all educational levels, of 72%
in 1999, 72% in 2000, and 61% in 2001.
According to the Department for Sta-
tistics and Sociology, these values are
7.7%, 70.3%, and 70.4%, respectively.
The discrepancies between data sup-
plied by the international bodies and
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the national data are insignificant for
1999 and 2000, but for 2001, the differ-
ence is considerable; this makes the
comparisons with other countries more

difficult.

According to the 2003 HDR, the Re-
public of Moldova had a gross do-
mestic product (GDP) per capita of
2150 US$ PPP, which was 34 times
below the world average (7376 US$
PPP). Moreover, the per-capita GDP
in Moldova was below the average of
all other regions in the world, with
the exception of Sub-Saharan Africa
(1,831 US$ PPP).

The Regional Context

What is the human development pro-
file of the Republic of Moldova com-
pared to other countries of the region?
According to the 2003 HDR data, only
10 out of 26 CEE and CIS countries
can be qualified as countries with high
human development (an HDI value
higher than 0.800). These countries are
Slovenia, the Czech Republic, Slovakia,
Poland, Hungary, Estonia, Croatia,
Latvia, Lithuania, and Belarus. The
other 16 countries are medium human
development countries (with HDI val-
ues ranging from 0.795 to 0.677). There
are no countries from CEE or the CIS
classified as having low human de-
velopment. If the 25 countries of CEE
and the CIS were ranked according
to their 2001 HDI value, Moldova (0.700)
would be positioned 24th right above
Tajikistan, the country ranked last in
the region.

Albania, for example, shows an HDI
value of 0.735, Macedonia - 0.784, and
Bulgaria - 0.795. The same situation is
characteristic of the two neighboring
countries Romania (0.773) and Ukraine
(0.766). Among the former Soviet Re-
publics, Uzbekistan made an impres-
sive leap in human development be-
tween 1995 and 2001, as its HDI value
increased by 0.017 and surpassed that
Moldova. In contrast during the same
period the HDI value of the Republic
of Moldova decreased by 0.004, a

negative change not registered in any

other CEE or CIS country. As a conse-
quence, The HDI of the Republic of
Moldova is below the average of the
CEE and CIS countries (see Fig.1I). In
addition, Moldova has to cover a higher
share of human development deficit than
other countries of the region (over 0100),
except Tajikistan, to reach the high
human development level (see Table 11).

In 2001, the Republic of Mol-
dova had a gross domestic
product (GDP) per capita of
2,150 US$ PPP. which was
3.4 times below the world
average (7,376 US$ PPP)

Table 11 Evolution of the HDI in some countries of the Central and
Eastern Europe and the Commonwealth of Independent States

Human Development I ndex

Country

1990 1995 2001
Belarus 0.806 0.774 0.804
Bulgaria  0.792 0.784 0.795

Moldova
Tgjikistan  0.735
Source: Calculations of the Institute of Public Policies based

on Human Development Report 2003, UNDP.

0.704
0.665

0.700
0.677

0.759

Dimensions of Human
Development in
the Republic of Moldova

Looking at According to the data of
the Department of Statistics and So-
ciology (see Figure 1.2), the HDI evolu-
tion in the Republic of Moldova dur-
ing the last several years shows an
encouraging trend. Although the HDI
value decreased during 1993-1995, it
increased during 1996-1998, having,
however, showed a slight reduction
again in 1999. Only in 2000 did the
HDI begin to demonstrate a continu-
ous growth. Nonetheless, this increase
is not sufficient to ensure the achieve-
ment of the highest level ever regis-

tered, namely 0.759 in 1990.

-0.055
-0.070

Evolution of theHuman  veqr 2001
Development Index  ¢|assification
1990-1995 1995-2001
-0.032
-0.008

0.030 53
0.011 57

-0.004 108
0.012 113

If the 25 countries of CEE and
the CIS were ranked accord-
ing to their 2001 HDI value,
Moldova (0.700) would be
positioned 24th right above
Tajikistan, the country ranked
last in the region

Figure 12. Evolution of the HDI in the Republic of Moldova, 1993-2002
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The representation level of wo-
men remains low, especially in
public administration, econo-
mic and social institutions, and
science and education manage-
ment functions

In the 2003 Human Develop-
ment Report, the Republic of
Moldova was ranked 87 out of
144 countries, with the GDI
of 0.697

Life expectancy in the Repub-
lic of Moldova in 2002 was
68.1 years: 64.4 years for men
and 71.7 years for women

During 2000-2002, the birth
rate decreased from 10.2 to
9.9 newborns per 1,000 per-
sons

The HDI is an aggregated index cal-
culated as an average for the country
and, thus, it may not reflect discrep-
ancies between men and women, as
well as between different regions and
income groups. One human develop-
ment measure, which helps to disag-
gregate the overall HDI of a country,
is the Gender-related Development
Index (GDI). It uses same variables as
the HDI, but taking into account sepa-
rately the indicators for men and
women. In the 2003 Human Develop-
ment Report, the Republic of Moldova
was ranked 87 out of 144 countries,
with the GDI of 0.697. The GDI of the
Republic of Moldova, as it is in the
majority of countries around the
world, is lower than its HDI (0.700).
Within the CEE and the CIS region,
only Tajikistan had a lower GDI than
the Republic of Moldova.

There are other complementary com-
ponents of human development, which
reveal significant gender discrepancies;
for example, the active participation
in political activity, in the decision
making process, and in economic ac-
tivity. The Gender Empowerment
Measure (GEM) seeks to determine
how many women have been empow-
ered to take part in different aspects
of public life - in comparison with men.
The GEM focuses on four variables:
ratio of estimated female to male
earned income, share of females in the
total professional and managerial jobs
of the public sector, share of seats in
the Parliament held by women and

Table 12. Gender Empowerment Indicators
in the Republic of Moldova, 1999-2002

Parliamentary participation (%)
L eadersand senior officialsin public admi-
nistration and economic and social units (%)

GDP per capitain US$ PPP
- Women
-Men

Index of women'sparticipationin socid life

1999 2000 2001 2002
72 7.9 12.9 15.8
36.6 33.2 37.5 40.2

1,955 2,112 2,296 2,428
1,646 1,734 1,895 2,031
2,455 2,523 2,733 2,860
0.428 0.414 0.473 0.511

Source: Department of Statistics and Sociology.

share of female professional workers.
(see Table12). Data for the Republic
of Moldova shows that women’s par-
ticipation in the political life is rela-
tively low, although they are better
represented better today than a de-
cade ago. Nevertheless, the represen-
tation level of women remains low,
especially in public administration,
economic and social institutions, and
science and education management
functions.

Critical Aspects of Human
Development in the Republic
of Moldova

Life Expectancy and Health
According to the data of the Depart-
ment of Statistics and Sociology, the
average life expectancy in the Repub-
lic of Moldova in 2002 was 68.1 years:
644 years for men and 7177 years for
women. During 1999—2002, the life
expectancy for both men and women
increased by 0.7 years. Nevertheless,
there remains a significant discrepancy
between them: 7.3 years in 2002, com-
pared to 7.9 years in 1995. This gap is
explained largely by the high level of
premature mortality among men.

According to the 2003 Human Deve-
lopment Report, the average life expect-
ancy in the Republic of Moldova (68.5
years) is one of the shortest among
the CIS and CEE countries. Only
Kazakhstan (658 years), Russia (66.6
years), Turkmenistan (66.6 years), and
Kyrgyzstan (681 years) have lower life
expectancy than the Republic of
Moldova. During the same period, life
expectancy in the neighboring coun-
tries registered higher rates, for ex-
ample, 692 years in Ukraine, 70.5 years
in Romania and 709 years in Bulgaria.

Birth Rate

During 2000-2002, the birth rate de-
creased from 10.2 to 99 newborns per
1,000 persons. This decrease was ex-
perienced in both urban and rural
areas. The birth rate in villages (10.8%)
continued to stay approximately 13
times higher than that in cities (8.5%).
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Box 11

More Women in
Government:
Less Corruption?

the common good. Increasing the
presence of women in government
may be valued for its own sake,
for reasons of gender equality. If
women are less likely than men

Human Development Profile of the Republic of Moldova

to behave opportunistically, en-
couraging more active participa-
tion of women into government
may have significant benefits for
society.

Recently, some research has at-
tempted to show a causal rela-
tionship between the levels of
women’s political participation
and the levels of corruption. For
example, countries like New
Zealand and Norway, which boast
more than 30% of women’s share
in the parliament score relatively
high in Transparency Internatio-
nal’s Corruption Index. In con-
trast, countries like Russia, Roma-
nia and the Republic of Moldova,
which on average have less than
15% of women’s share in parlia-
ment, score low in Transparency
International’s Corruption Index.
There is growing literature, which
suggests that women may have
higher standard of ethical behav-
ior and be more concerned with

Similarly to previous years, the total
fertility rate (the average number of
newborn children per 100 women of
15 — 49 years of age) continued to
decrease, and in 2001, this indicator
did not exceed 125, compared to 215
necessary for a natural reproduction
of the population. which is required
for replacement of the parents’ gen-
eration with the generation of their

children.

Mortality

Starting in 1996, the Republic of
Moldova experienced a decrease in the
natural population growth, in part due
to the high mortality rate. In 2002, the
mortality rate in the Republic of
Moldova was 116 deaths per 1000 in-
habitants. As shown in Figure 13, the
following three types of diseases
manly account for the mortality in the
country: circulatory system diseases
(57%), tumors (12%) and respiratory
system diseases (6%). An alarming
growth in tuberculosis and HIV/AIDS

Women’sPolitical Participation and L evelsof Corruption

Seatsin Parliament held by

women (as % of total)
Moldova 13
Ukraine 5

New Zealand 29
Finland 37
Denmark 38

Corruption perception
index
21
24

O15
o5
9.7

* Note: 10 means absence of corruption and 0 — the total corruption

Sources: Corruption and Quality of Governance: Case of Moldova, Transparency

International Moldova 2001%; and David Dollar, et al. “Are Women Really the
"Fairer’ Sex? Corruption and Women in Government.” Policy Research
Report No.4, World Bank, October 1999.

has been seen in the country recently,
which will lead to a further increase
in the mortality rate.

Infant Mortality

According to the Department of Sta-
tistics and Sociology, the infant mor-
tality rate in the Republic of Moldova
fell from 212 deaths per 1,000 live new-
borns in 1995 to 14.7 deaths in 2002.
Despite this decrease, the comparison

The infant mortality rate in the
Republic of Moldova fell from
21.2 deaths per 1,000 live
newborns in 1995 to 14.7
deaths in 2002

Figure 13. Mortality Rate by Cause, 2002

25%

6%
12%

[ Coronary diseases
O Tumours

[ Respiratory diseases
O Other diseases

57%

Source: Department of Statistics and Sociology.
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Over the last decade, the ma-
ternal mortality rate in the Re-
public of Moldova decreased,
but continues to remain higher
than in other European coun-
tries

Access to quality health servi-
ces is a priority problem for the

Republic of Moldova

Most of the aggregated edu-
cational indicators in the Re-
public of Moldova remained
stable throughout the last de-
cade, with some minor fluc-
tuations

of the infant mortality rates presented
in the Human Development Report 2001
indicates that the situation in Moldova
continues to be alarming. Thus, Por-
tugal, the least developed country of
the European Union (EU), registered
during 19701999 a reduction in the
infant mortality rate from 53 to 5
deaths per 1,000 live newborns, while
the Republic of Moldova recorded a
smaller reduction of this indicator,
from 46 to 27 deaths per 1,000 live

newborns.!

Over the last decade, the maternal
mortality rate in the Republic of
Moldova decreased, but continues to
remain higher than in other European
countries. In 2002, this rate equaled
280 deaths per 100,000 newborns and
was mainly due to various complica-
tions related to pregnancy, delivery
and/or post delivery period. The ma-
ternal mortality rate in Moldova is
similar to the rates across former So-
viet countries.

Another issue that may have a causal
relationship to mortality rates and the
overall health quality in the Republic
of Moldova is malnutrition. Low qual-
ity food, the deficit of micro-nutrients
(eg. iodine, iron, calcium), and vita-
min D tends to increase the probabil-
ity of people suffering from endemic
goiter, anemia, and rickets.

Access to Health Care

Access to quality health services is a
priority problem for the Republic of
Moldova. According to the Households
Survey, only 441% of the country’s
population have full access to health
services, 40% have limited access to
it, while 15% have no access to the
respective services at all. This situa-
tion is largely explained by economic
factors. For example, direct payments
for healthcare services exceed signifi-
cantly the 15% share of the healthcare
budget recommended by the World

! The data released by the Department of Statistics and Sociology for 1970-1999
also indicate a small decrease in the infant mortality rate, from 23 to 18 deaths
per 1,000 live newborns. Differences between global report data and those
submitted by the national institutions are explained by different calculation

methodologies.

Health Organization (WHO). The low
wages of medical staff also affect the
accessibility and quality of health ser-
vices. The Public Opinion Barometer
Surveys carried out during 2000-2003
indicated that as much as half of the
population in the Republic of Moldova,
who benefited from hospital care, had
to pay additional unofficial fees for
health care services.

Education

The human development paradigm views
education as the fundamental means to
expand possibilities for people. Educa-
tion, especially of today’s youth, in the
Republic of Moldova will be essential
for laying the foundations for peace and
prosperity in the future. A well-trained
population which values diverse,
multicultural, democratic systems can
support interaction, trust and coopera-
tion. In order to consolidate a success-
ful transition the Republic of Moldova
cannot rely solely on its natural resources,
but also on the capacity of its people,
its most important resource.

Within the HDI, various educational
indicators are used to characterize the
depth and quality of educational op-
portunities for people. Most of the ag-
gregated educational indicators in the
Republic of Moldova remained stable
throughout the last decade, with some
minor fluctuations. The current adult
literacy rate is 96.4%, although this indi-
cator may not be reflecting recent
changes since it is based on the 1989
census. The gross enrolment ratio of 71%
has seen only insignificant fluctuations.

During the last decade, preschool edu-
cation was very seriously affected by
various factors. The number of pre-
school institutions, teachers and en-
rolled children decreased. For example,
During 1995-2002 33% of kindergar-
tens were closed, and the number of
enrolled children and teachers de-
creased by over 35%. It is estimated
that at the beginning of the 2002/2003
academic year 1 out of 5 children of
the 5-6 years group was not attend-
ing a kindergarten. Since most kin-
dergartens that were closed are in rural
areas, children in small remote villages
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are the most adversely affected. This
also affects negatively the rate of
enrolment at the primary school level,
as well as increases the probability of
school drop-outs in rural areas.

The gross enrollment ratio in the pri-
mary education of the Republic of
Moldova is 99.5% and in the gymna-
sium - 92.2%. Based on these data, one
may conclude that Almost 8% of pu-
pils in the Republic of Moldova aban-
don school. This negative trend is accom-
panied by a very low rate of post man-
datory education enrollment among
the respective age group (about 48%).

One of the more promising educational
sectors in the Republic of Moldova is
the higher education (see Figure 14).
During the Soviet times, Moldova was
ranked one of the lowest among
former Soviet republics in terms of
the number of people with higher
education per 10,000 inhabitants. Only
after independence was it possible to
correct the situation. Thus, in 2002,
110,000 students were enrolled in 45
universities and 63 colleges of the
country. Of these, almost 14% of stu-
dents study in colleges (short-term
higher education institutions), and the
remaining 86% - in universities. The
most popular professions were eco-
nomics (22% of the enrolled) and law
(20%). During the 2002—2003 academic
year, there were 304 higher education
students per 10,000 inhabitants in the
Republic of Moldova, which contrib-
utes to strengthening the intellectual
potential of the society.

Despite impressive gains in the higher
education sector, the employment of
young professionals is still a major
problem in the Republic of Moldova.
Only 20% of higher education gradu-
ates manage to get a job adequate to
the qualifications specified in their
graduation papers. This calls into at-
tention the need to adjust the content
and quality of the higher education
system to the economic and social
policies of the country.

The Living Standards
Much of the current human develop-
ment profile of the Republic of Mol-

Figure 14. Higher Education Enrollment Trends, 1993-2003
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dova can be explained in terms of its
income component. Table13 illustrates
the GDP per capita trends of the Re-
public of Moldova for 1993-2002. Mea-
sured in Moldovan Lei at current
prices, the GDP per capita increased
steadily over this period. However,
when the GDP per capita is calculated
in US$ purchasing power parity (PPP),
the trend is more fluctuating. In 2001,
the GDP per capita of the Republic
of Moldova (US$PPP 2150) was the
lowest among the CEE and CIS coun-
tries, with the exception of Tajikistan,
and was three times lower than the

regional average (US$PPP 6,598).

In the Republic of Moldova, similarly
to other countries in transition, diffi-
cult economic transformations were
accompanied by an increase in pov-
erty. The Household Budget Survey
carried out in 2002 indicates that 262%
of the population live under the ex-
treme poverty line (the food poverty
threshold) established at only 212 lei

One of the more promising edu-
cational sectors in the Republic
of Moldova is the higher edu-

cation

In 2001, the GDP per capita
of the Republic of Moldova
(US$PPP 2,150) was the
lowest among the CEE and CIS
countries, with the exception
of Tajikistan, and was three
times lower than the regiona|

average (US$PPP 6,598)

In the Republic of Moldova,
simi|ar|y to other countries in
transition, difficult economic
transformations were accompa-
nied by an increase in poverty

Table 13. Evolution of Income Indicators in the
Republic of Moldova, 1993—2002

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

GrossDomestic
product (GDP)
per capitainlei,
current prices

505 1,313 1,798 2,167 2,441 2,498 3,379 4,402 5,247 6,227

* Estimated based on the results of the 1996 European Comparison Programme.

Source: Department of Statistics and Sociology.
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26.2% of the population live
under the extreme poverty line
(the food poverty threshold)
and 40.4% - under the abso-

lute poverty line

(US$15.6) per month and 404% - un-
der the absolute poverty line estab-
lished at 271 lei (US$19.9) per month.

Subjective assessments of the living
standards confirm the objective evalu-

Figure 15. Living Standards in the Republic of Moldova
(subjective perception)
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ations. Figure15 illustrates the results of
Public Opinion Barometer surveys car-
ried out in 2002-2003 based on a repre-
sentative population sample. About
29% of the people interviewed stated
that their available income was not
enough to meet even the elementary
basic needs. The other 41% stated that
their present income was enough to
meet only their most important needs.
Only 24% of respondents considered
that they led decent lives, but could
not afford expensive goods. This was
also confirmed by a consumption sur-
vey which showed that the majority
of households spent the biggest part
of the incomes to meet their basic needs.
During 1998-2001, the share of expen-
ditures for food and non-alcoholic
beverages was over 60%; the expen-
ditures to improve living standards
came second. Expenses for healthcare
totaled 3-4% and expenses for educa-
tion were under 1%.

Poverty in the Republic of Moldova
is accompanied by an acute differen-
tiation of income. This divide can be

Source: Public Opinion Barometer Surveys, 2002-2003.

Box 12

Anti-Poverty Initiatives
for Human Development

As agreed at the World Summit
on Social Development in 1995, a
renewed global strategy against
poverty needs to be designed,
with more resources and a sharper
focus and a stronger commitment,
while developing countries are
being encouraged to launch full-
scale campaigns against poverty.
In Copenhagen, countries commit-
ted themselves to establish their
own estimates of poverty, set their
own targets and elaborate their own
plans. The role of external assistance
is precisely to help them build the
capacity to follow through on their
decisions and resolutions.

Being a multidimensional problem,
poverty should be addressed by
a multi-sectoral approach, cutting

across government ministries and
departments. Effective gover-
nance is often the “missing link”
between national anti-poverty ef-
forts and poverty reduction. Anti-
poverty campaigns have often by-
passed and ignored local govern-
ment. Donors used to favor fun-
neling resources through central
governments but now they in-
creasingly rely on civil society
organizations. As a result, the criti-
cal role of local government, when
elected and accountable, contin-
ues to be forgotten. If poverty
reduction programs are to suc-
ceed, local government must be
strengthened, and held account-
able both to the central govern-
ment and to its constituents. In
the long run, building stronger and
more accountable local govern-
ment is the only way to make de-
centralization pro-poor. Popular
participation and partnerships

with civil society organizations
can foster greater transparency
and accountability. Setting moni-
toring and evaluation systems that
tie financing to performance can
also enhance accountability. But
this requires time, resources and
capacity building.

The lack of an integrated approach
characterizes several poverty pro-
grams. In fact, these are seen pri-
marily as a set of targeted inter-
ventions (a series of small-scale
projects), which are not integrated
within national policies. Economic
and social policies are artificially
divided. Also, there is the habit
of thinking sectorally, and orga-
nizing government departments
along sectoral lines. The problem
is especially acute with respect to
such issues as gender and environ-
ment. The links between these two
areas and poverty remain weak.

Source: UNDP. Overcoming Human Poverty. New York, 2000.
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Table 14. Evolution of the Gini Coefficient of
the Republic of Moldova, 1993-2002

characterized by the Gini Coefficient
that measures the extent to which the
distribution of income (or consump-
tion) among individuals or households
within a country deviates from a per-
fectly equal distribution. A value of
0 presents perfect equality and a value
of 1- absolute inequality. During 1993-
2002, the Gini coefficient of the Re-
public of Moldova increased from 0.36
to 042 (see Table14). The Household
Budget Survey indicates that the rich-
est 20% of the total population ac-
count for about 45% of the total con-
sumption, while the poorest 20% ac-
count for only 6-7% of the total con-
sumption.

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Gini coefficient  0.36 0.38 039 — 044 044 044 042 043 042

Sources: Government of the Republic of Moldova. Interim Poverty
Reduction Strategy Paper, April 2002. Economic Growth and Poverty
Reduction Strategy Paper, November 2003.

ity to adverse shocks, linked to the
inability to cope with them.

The poor in Moldova range from
people with a reduced level of educa-
tion, unskilled workers and very large
or single-parent families, to highly edu-
cated persons who once enjoyed so-
cially prestigious and well compensated
positions as scientists and profession-
als. Among the poorest groups are the
working poor, especially the landless

Poverty in Moldova is more
prevalent in rural areas, and the
most vulnerable are the agri-

Like in many other countries, poverty cultural workers

in the Republic of Moldova has many

dimensions. For example, poverty may
be a result of lack of income and as-
sets to cover basic needs (food, shel-
ter, clothing, and acceptable levels of
health and education). It could also
be a result of inactivity and low ca-
pacity in the state and social institu-
tions. In addition, poverty in Moldova
is a result of the increased vulnerabil-

workers in the agricultural sector, fami-
lies with more than five members, fami-
lies with one or more vulnerable mem-
bers, and the unemployed. A third of
these groups are reported to live in
extreme poverty. Poverty in Moldova
is more prevalent in rural areas, and
the most vulnerable are the agricultural
workers (see Box 13).

Box 13

Rural Poverty in the
Republic of Moldova

Poverty in the Republic of Moldova
is prevalent in the countryside.
The poorest quintile is composed
of 36% of urban population and
64% of rural population. Revenues
in rural areas are mostly in-kind
(72% of the total disposable in-
come), with cash accounting for
only 28%. The cash share in the
total income for the poorest
quintile in rural areas amounts to
approximately 26%. Rural poverty
is closely correlated with a drop
in agricultural activity over the
transition. The agricultural sector
was severely hit on the onset of
transition by a combination of an
adverse terms-of-trade correlation
between the prices of inputs and

the prices of agricultural output,
the loss of competitiveness of
Moldovan agricultural products in
their traditional markets, and little
restructuring in the sector.

Subsistence Agriculture is the
most important revenue source for
the poor rural population. The
weight of income from agricul-
tural activities in the structure of
incomes of the rural population
amounts to 77%. At the same
timeThe weight of this income in
the structure of incomes of the
poor population from the rural
areas amounts to 78%. Despite
their capacity to produce some
of their own food — which has
kept many rural poor out of ex-
treme poverty — conditions in
rural areas remain difficult. Many
rural households survive on sub-
sistence farming.

Agricultural households interested
in farming lack the means to ex-
pand into more profitable farm
activities. Cash-poor, with fewer
opportunities to obtain credit,
these households are unable to
branch outexpand into growing
more profitable crops because
they cannot afford equipment, fer-
tilizers, pesticides, seeds or irriga-
tion. Although the country has
made good progress in farm re-
structuring and land privatization,
the reforms were delayed until the
collective farms had largely col-
lapsed along with the processing/
marketing system that supported
the agricultural sector. A promis-
ing development has been the
land consolidation that is under-
way following the privatization of
land and the creation of volun-
tary cooperative associations.

Source: World Bank. Interim Poverty Reduction Strategy Paper. April 21, 2002.
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The economic decline expe-
rienced after independence,
adversely affected human de-
ve|opment conditions in the

Republic of Moldova

The Republic of Moldova im-
ports as much as 98% of its
energy consumption

The technology that is used to
distribute energy is outdated,
which further contributes to
waste, uneven distribution and
high costs

The Economic Decline and
Human Development

The economic decline experienced
after independence, adversely affected
human development conditions in the
Republic of Moldova. From 1993 to
1999, the GDP steadily declined by
nearly 41% (see Figure16). The effects
of the structural and institutional re-
forms initiated during the previous
years started to show only in 2000,
and contributed to the maintenance
of the economic and financial stabil-
ity. Nevertheless, the positive results
achieved during 2000-2003 continue
to have a high degree of fragility.

The transition process and the cre-
ation of an environment that is con-
ducive to economic growth in the Re-
public of Moldova have evolved un-
der a set of unique difficult circum-
stances. For example:

Militarization of the industrial sector. Be-
fore 1990, multiple industrial enterprises
existed in the Republic of Moldova

Figure 16. Gross Domestic Product in the
Republic of Moldova, 1993-2002
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Source: Department of Statistics and Sociology.

Figure 17. Shares of Industry, Agriculture, and Services in the GDP
of the Republic of Moldova, 1990-2002
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Source: Department of Statistics and Sociology.

such as the plants “Mezon,” “Sigma,”
“Alfa,” “Raut,” “Moldavghidromas,”
“Vibropribor,” to name but a few.
They were part of the military indus-
trial complex of the former Soviet
Union. After the collapse of the So-
viet Union, these enterprises lost their
partners and beneficiaries. Conse-
quently, the share of industry in the
GDP reduced (see Fig.17). No proper
conditions were createdexisted for the
experts and managers of these enter-
prises to reorient them towards the
production of wide-use goods. Conse-
quently, the share of industry in the
GDP reduced (see Fig.17). Efforts are
being undertaken to revitalize the in-
dustrial sector, but noteworthy results
have been registered so far only in
the food processing area.

Economic vulnerability caused by its pre-
dominantly agro-alimentary character.
Agro-alimentary specialization, inher-
ited from the economic sector of the
former Soviet Union, became after
independence the main livelihood ac-
tivity in the Republic of Moldova. The
share of the agro-alimentary sector
(agriculture and food processing in-
dustry, taken together with the activi-
ties related to serving this sector such
as trade and transportation) represents
as much as 50-60% of GDP. Given the
seasonal character of agricultural pro-
duction, the high possibility of unfa-
vorable natural phenomena (droughts,
frosts, floods) and the low level of
profitability in agriculture, it would
be rather difficult to achieve a sub-
stantial economic growth based only

on agriculture.

Dependence on external energy sources.
The Republic of Moldova imports as
much as 98% of its energy consump-
tion. In addition, the technology that
is used to distribute energy is out-
dated, which further contributes to
waste, uneven distribution and high
costs. The total cost of the consumed
energy at the national level reaches
nearly 37% of GDP, which is greater
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than in any European country. Dur-
ing the transition period, the cost of
energy increased as much as 10 times.
The increase, along with the lack of
an adequate tariff policy has contrib-
uted to the accumulation of an enor-
mous public and private debt, which
affects the level of human develop-
ment in the country.

Diminution of the scientific-technologic
potential. In the former Soviet Union,
research and development (R&D) ac-
tivities were mainly oriented toward
meeting the needs of the military in-
dustrial complex. Most local scientific
groups were affiliated to the Union-
wide ones and could not accept redi-
recting their activity after indepen-
dence. The budget allocated to R&D
activities in the industrial sector
dropped from nearly 30% in 1990 to
less than 1% in 2000. Currently, the
number of staff employed in the sci-
entific-technological sphere is 5 times
smaller than in 1990.

The negative balance of trade and the un-
favorable structure of foreign trade. In
2003, the Republic of Moldova had a
US$ 612.5 million trade deficit, which
was much higher than in 1993-2002.
About 54% of exports from the Re-
public of Moldova are destined to the
CIS countries and Russia, while only
23% to the EU countries. Thus, any
instability or financial crises in the CIS
countries and Russia tend to have an
adverse effect on the value and vol-
ume of trade in the Republic of Mol-
dova.

The size of internal and foreign debt and
insufficient investments. Beginning in
1994, the Republic of Moldova’s debt
started to steadily grow, and by the
end of 2003, it increased almost three
times (see Figure18). The investments,
on the contrary, showed a permanent
decline. Thus, between 1991 and 2000,
the decrease was of more than 90%
(see Figure19).

Unemployment and emigration of the
workforce. Both unemployment and

Figure 18. Evolution of the State Debt in
the Republic of Moldova, 1994—2002
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Figure 19. Evolution of Investments in
the Republic of Moldova, 1990-2002
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immigration figures registered a dra-
matic increase in the last decade.
According to the International Labor
Organization, the average unemploy-
ment rate in the Republic of Moldova
was 6.8% in 2002. Data released by
the Department of Migration shows
that about 600,000 people, or 37% of
the total active population, went
abroad in search of employment.

The contradictory character of financial
stabilization. The financial stabilization in
the Republic of Moldova was achieved
with the help of financial-credit in-
struments. The National Bank of
Moldova applied drastic anti-inflation-
ary measures such as a sudden re-
duction of money emission, keeping a
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Dispite progress in certain are-
as, the evolution of human de-
velopment in the Republic of
Moldova is unsatisfactory

high refinancing rate and maintain-
ing a low level of money supply in
the economy. These were necessary
measures to eliminate the high infla-
tion rates registered in 1992-1993, which
reached 1,670% and 2,777% respec-
tively. Restriction of money emission
combined with the low level of the
banking multiplier (lower than 2)
caused an acute money insufficiency.
This had an adverse effect on invest-
ment, debt, credit, and the economy
in general. Moreover, the asymmetri-
cal correlation between consumption
prices and the exchange rate had a
further negative influence on the
economy (see Figure110). After the in-
troduction of the national currency in
1993, the foreign exchange rate was
maintained unchanged for five con-
secutive years. The government was
criticized for this exchange policy, on
the grounds that there should have
been a more gradual devaluation of
the national currency to be more sen-
sitive to local producers.

Lackof coherence during the privatization,
reorganization and restructuring of enter-
prises. The privatization of enterprises
and land in the Republic of Moldova
did not bring expected results and
many citizens did not get the chance
to initiate profitable businesses. The

Figure 110. Evolution of the Consumption Prices and of the
Leu/Dollar Exchange Rate, 1994—2002
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privatization of enterprises took place
in accordance with the provisions of
the laws based on the Czech Repub-
lic and Russian models. However, as
a result of a combination of political
and management factors the process
yielded little results. The privatization
in agriculture was implemented with
a lot of problems and, similarly to the
privatization of industrial enterprises,
its outcomes were very modest.

Weaknesses of the fiscal system. The fis-
cal system in the Republic of Moldova
is considered restrictive and inefficient.
Excessively high taxes along with the
weak fiscal discipline undermine en-
trepreneurship activities and encour-
ages the expansion of the informal
economy (estimated to be as high as
60% of the size of legal economy). The
fiscal policy currently in place, also
affects capital accumulation.

Conflicts in Gagauzia and Transnistria.
These conflicts, largely inspired by cer-
tain external forces of the former em-
pire, have had a significant adverse
effect on the economic development
of the Republic of Moldova. In addi-
tion, they contributed to an increase
in the risk degree of the country, which
is perceived as an obstacle by for-
eign investors.

Good Governance and
Human Development in
the Republic of Moldova

Considering the facts mentioned above,
one may conclude that, despite progress
in certain areas, the evolution of hu-
man development in the Republic of
Moldova is unsatisfactory.

Over the last five years, despite peri-
ods of instability and uncertainty, the
Republic of Moldova has made sig-
nificant progress toward achieving
and maintaining macroeconomic and
financial stability. Furthermore, it has
implemented many structural and in-
stitutional reforms. Nevertheless, the
Republic of Moldova continues to
have the lowest level of income per



29 Human Development Profile of the Republic of Moldova

capita in Europe and one of the low- ment in Moldova more intricate and
est HDI values in the CEE and the has brought into attention the issue
CIS regions. There is also evidence that  of good governance.

suggests that poverty in the Republic During the past decade the Republic

of Moldova is growing and job op- of Moldova has made progress in sev-

portunities are becoming more limited. eral areas of human development and
political democracy. However, there
are still significant obstacles to over-
come, including the ones pertaining

to the role of government in human

Human development is not being ex-
panded steadily and income levels might
get lower, especially in rural areas.
Moreover, the human development pro-
file of the Republic of Moldova appears
less favorable than in most of the CIS
countries, and significantly lesser than
the CEE countries. According to the 2003
HDR, only Tajikistan registered lower

development. As will be seen from the
chapters to follow, the case of the
Republic of Moldova helps to demon-
strate the need for promoting greater
synergies between public policy, good

human development indicators than the
governance and human development.

Republic of Moldova.
. . . Table 15. The Republic of Moldova’s Progress towards the
The high poverty level in the Republic Millennium Development Goals

of Moldova may also have beenis also Goalsand Targets pET— Satus

associated with an increase in income Goal 1: Eradicateextremepoverty
inequality. The effects of the regional | andhunger : _
Target: Halve the proportion of Undernourished people (as % of total Ontrack

crises, frequent droughts, the overall peoplesuffering from hunger population)

decline of the economic activity and
the political instability have also nega-
tively affected the country’s living stan-
dards and human development indi-
cators. Many subjective factors have
made the transition process in the Re-
public of Moldova even more complex.

Although the Republic of Moldova has
been independent since 1991, some
external forces with the imperial long-
ing continue to assert their power by
extending support to the separatist
elements in the Transnistrian region.
This factor, in combination with the  Note: The analysis assumes that trends over the next decade will be the same
others mentioned above, has made the  as over the past decade.

human development policy environ- Source: Human Development Report 2002, UNDP.
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Box 14

The United Nations
Millennium Declaration:
Placing Human
Development at the Top
of the Policy Agenda
(Excerpts)

We, heads of State and Govern-
ment, have gathered at United
Nations Headquarters in New
York from 6 to 8 September 2000,
at the dawn of a new millennium,
to reaffirm our faith in the Orga-
nization and its Charter as indis-
pensable foundations of a more
peaceful, prosperous and just
world. We recognize that, in ad-
dition to our separate responsi-
bilities to our individual societies,
we have a collective responsibil-
ity to uphold the principles of
human dignity, equality and eq-
uity at the global level. As lead-
ers we have a duty therefore to
all the world’s people, especially
the most vulnerable and, in par-
ticular, the children of the world,
to whom the future belongs.

We believe that the central chal-
lenge we face today is to ensure
that globalization becomes a posi-
tive force for all the people of the
world. For while globalization of-
fers great opportunities, at present
its benefits are very unevenly
shared, while its costs are unevenly
distributed. We recognize that
developing countries and countries
with economies in transition face
special difficulties in responding
to this central challenge.

We consider certain fundamen-
tal values to be essential to inter-
national relations in the twenty-
first century. These include: Free-
dom, Equality, Solidarity, Toler-
ance, Respect for nature and
Shared responsibility.

We will spare no effort to free
our fellow men, women and chil-
dren from the abject and dehu-
manizing conditions of extreme
poverty, to which more than a
billion of them are currently sub-
jected. We are committed to mak-
ing the right to development a

reality for everyone and to freeing
the entire human race from want.
Success in meeting these objectives
depends, inter alia, on good gover-
nance within each country. It also
depends on good governance at the
international level and on transpar-
ency in the financial, monetary and
trading systems.

We resolve further to halve, by
the year 2015, the proportion of
the world’s people whose income
is less than one dollar a day and
the proportion of people who suf-
fer from hunger and, by the same
date, to halve the proportion of
people who are unable to reach
or to afford safe drinking water.
We also resolve to promote gen-
der equality and the empower-
ment of women as effective ways
to combat poverty, hunger and
disease and to stimulate develop-
ment that is truly sustainable. And,
to develop and implement strate-
gies that give young people ev-
erywhere a real chance to find
decent and productive work.

Source: United Nations Development Programme, New York, 2000.
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Chapter 2. Governance in
the Republic of Moldova
and Challenges of State
Consolidation

Correlation between
Governance, Democracy,
and Human Development

Governance and Good Governance
The ongoing debate of the concept
of governance, as a means to and for
development, dates back to almost
three decades ago. Governance is seen
as an administrative process consist-
ing of a set of rules and institutions
and an open, transparent, efficient, and
accountable system of public admin-
istration. Within this conceptual frame-
work, governance would provide clar-
ity, stability, and predictability to the
economic activity.

During the last two decades, as more
countries opted for political and eco-
nomic reform, the use and applica-
tion of the concept of governance has
intensified and broadened. The United
Nations Development Programme
(UNDP) has been among the leading
international development organiza-
tions in promoting the concept of
governance related to human devel-
opment. From this perspective, one key
premise to understand governance is
the fact that processes of change, such
as transition and globalization, are not
automatically or inevitably focused on
people’s needs. Thus, governance has
to be thought of as a process that
goes beyond the set of rules and in-
stitutions that help manage change
more effectively. Similarly, governance
from a human development perspec-
tive has to comprise much more than
authority. It needs to involve mecha-
nisms, processes and institutions
through which citizens and groups can
voice their interests, exercise their le-
gal rights, meet their obligations and
mediate their differences.

For governance to be more effective
for human development, it also needs
to involve other key factors such as
participation, transparency, and ac-
countability. When a society like the
Republic of Moldova has explicitly
chosen democracy as a system of go-
vernance, political, social, and eco-
nomic priorities, such as productive
transformation, institutional reform,
and human development become con-
tending issues for dialogue, delibera-
tion and consensus among the differ-
ent groups within society. As the un-
certainty of change and transition
generates costs for various sectors of
the society, it is important for the
government to ensure that people have
a voice that decision-makers take into
account their predicaments and that
development resources are allocated
more effectively in their favor. Thus,
the notion of good governance arises
from recognizing the importance of
democratic approaches to human de-
velopment.

As can be seen in Figure 21, synergies,
strategies, and policies drive good
governance in three main directions:
political, institutional, and technical.
The technical dimension generally in-
cludes decision-making processes and
capacity that affect a country’s pro-
ductive performance activities. This
aspect impacts equity, poverty, and
the quality of life in a foreseeable
manner. The political dimension of
good governance generally involves
authority and leadership, which nour-
ish the decision-making process that
ultimately makes it possible to define
policies. The institutional dimension
comprises the decision implementation
system. Encompassing all three, good
governance is viewed as a multi-di-
mensional process by which human
development policies are implemented
with the maximum degree of consen-
sus, success, and impact.

Governance is seen as an ad-
ministrative process consisting
of a set of rules and institutions
and an open, transparent, effi-
cient, and accountable system
of public administration

The notion of good governance
arises from recognizing the im-
portance of democratic approa-
ches to human development

Good governance is viewed as
a multi-dimensional process
by which human development
policies are implemented with
the maximum degree of con-
sensus, success, and impact
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Figure 21 Dimensions of Good Governance
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A close correlation exists be-
tween good governance indi-
cators and human develop-
ment indicators

From a human development per-
spective it may be much more
appropriate to advocate for
good governance from a broa-
der perspective that encom-
passes the provision of rights,
resources, and capacities that
facilitate citizens’ participation in
the decision-making processes
that affect their lives

An important subject of dis-
cussion relevant to countries in
transition is on how the quality
and efficiency of governance
contribute to decision making
in vitally important human de-
ve|opment areas

Links between Good Governance
and Human Development
Notwithstanding the overall progress
made in broadening the concept of
good governance, there is still no broad
consensus on the definition of its ele-
ments. Research conducted since the
mid-1990s has contributed to nourish-
ing the concept and its operationa-
lization. However, there is still a ten-
dency to associate good governance
only with lack of corruption and the
efficiency of public management, or
with participatory approaches. From
a human development perspective, as
it was analyzed in the 2002 Human
Development Report (HDR), it may be
much more appropriate to advocate
for good governance from a broader
perspective that encompasses the pro-
vision of rights, resources, and capaci-
ties that facilitate citizens’ participa-
tion in the decision-making processes
that affect their lives.

Promoting and consolidating good
governance so that it efficiently sup-
ports human development is of great
value to countries in transition, includ-
ing the Republic of Moldova. Human
development is an outcome of the in-
teraction of economic, social, and po-
litical factors. In particular, it can be
in part an outcome of the account-
ability and responsiveness of state
institutions through which these fac-
tors are articulated. Poor governance,
including corruption and political in-
stability, can undermine the efficient
and equitable provision of public ser-

vices, an efficient allocation of re-
sources and block opportunities for
sectors in the society.

Indicators developed by the Freedom
House nongovernmental organization
can be used to evaluate the quality of
governance per se, not based only on
intentions or adopted laws. These in-
dicators take into consideration the
authority of the legislative bodies; elec-
tion procedures, the degree of decen-
tralization and the activity of the lo-
cal bodies; the degree of observance
of individual rights and liberties; and
legislative and executive transparency
and accountability. The level of good
governance is evaluated based on a
numerical scale, using values from 1
(high) to 7 (low), which facilitates in-
ternational comparison. Figure 2.2 illus-
trates the correlation among the Hu-
man Development Index (HDI) and the
good governance indicators for a num-
ber of countries in transition, includ-
ing the Republic of Moldova. One can
observe the existence of a close cor-
relation between good governance
indicators and human development
indicators. Thus, Slovenia and the
Czech Republic, characterized by bet-
ter good governance indicators, have
a high HDI, while the Republic of
Moldova and Tajikistan have lower
levels of good governance and show
lower HDI values.

An important subject of discussion
relevant to countries in transition is
on how the quality and efficiency of
governance contribute to decision
making in vitally important human
development areas. Among the main
factors that have an influence on the
state capacity to promote good gov-
ernance and human development are:

m Authority, or the extent to which the
society functions applying impar-
tial rules to all citizens and at the
same time sets legal limits to au-
thority to avoid the risk of arbi-
trary action.

m Problem solving, or the extent to
which there is capacity in society
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to identify problems, formulate so-
lutions, and mobilize needed re-
sources.

= Conflict resolution, or the ability to
channel and resolve conflicts via
sustainable institutional channels
and or spaces for deliberation and
dialogue.

= Implementation, or the capacity to
translate ideas and decisions into
policy operations.

When a process, such as transition,
explicitly recognizes that people are
the ends and the means of policy ini-
tiatives, synergies between govern-
ment and society can be fostered. In
this approach, the state can facilitate
interactions between decision-makers
and society at every step of the policy
process. There are two main aspects
to this approach: not only does the
state and its democratic governing
regime need to have the capacity to
initiate public programs and policies
aimed at expanding the quality of
economic growth, but most impor-
tantly civil society also must have the
capacity to input and engage the gov-
ernment, at different stages of the de-
velopment process (Figure 2.3). The
level of satisfaction with, and support
to the government will be proportional
both to the capacity of the state and
its democratic regime to put forward
and implement programs successfully
and to the extent in which people have
been engaged and participated in the
decision-making process. The combi-
nation of an effective civil society and
better governance would allow for es-
tablishing a powerful coalition to fur-
ther human development more effec-
tively.

As can be seen in Figure 2.3, a demo-
cratic state and governing regime can
undertake a number of key actions to
foster economic growth and human
development. However, at every step
of the process the synergies between
civil society and government are what
ultimately can guarantee better results
for both governance and human de-

Governance in the Republic of Moldova and Challenges of State Consolidation

Figure 22. Correlation between Good Governance and Human
Development in Selected Countries in Transition
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Figure 23. People-Centered Approach to Human
Development and Good Governance
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velopment. Factors such as generating
the demand of the civil society for bet-
ter resource allocation and public ser-
vice delivery, establishing partnership
between civil society networks, forcing
government agencies to be more trans-
parent, and adapting the roles of gov-
ernment and leadership can all yield
substantial political payoffs for both the
government and civil society.

Good governance is an ongoing and
nascent process in the Republic of Mol-
dova, which has been linked to its unique
transition process. Thus understanding
the complexities of consolidating state-
hood and identifying potential policy
entry points to strengthen the process
become strategic activities.

Not on|y does the government
need to have the capacity to
initiate public programs and
policies but most importantly
civil society also must have the
capacity to input and engage
the government, at different sta-
ges of the development pro-
cess

Good governance is an ongo-
ing and nascent process in the
Republic of Moldova, which
has been linked to its unique
transition process
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Box 21

Effective Political Leader-
ship: Good Governance
and Human Development

The prevailing notion that lead-
ership consists of having a vision
and aligning people with that vi-
sion is bankrupt because it con-
tinues to treat adaptive situations
(like transitions) as if they were
technical. The government (the
authority figure) is supposed to
define where the country is go-
ing, and people are supposed to
follow. Leadership is reduced to
a combination of grand knowing
and salesmanship. Such a perspec-
tive reveals a basic misconception
about the way societies succeed
in addressing adaptive challenges.
Adaptive situations, such as in-
creased good governance and in-
creased human development, are
hard to define and resolve pre-
cisely because they demand the

work and responsibility of gov-
ernment and non-governmental
actors.

Leadership has to take place ev-
ery day. It cannot be the responsi-
bility of the few, a rare event, or
a once-in-a-lifetime opportunity. In
our world today, countries and
other organizations face adaptive
challenges all the time. When
presidents are asked to create
jobs, they face an adaptive chal-
lenge. Ministers face adaptive chal-
lenge when they see reform as a
solution to a problem, but as tech-
nical as the problem may be (edu-
cation, health, local governance)
it requires a change in the atti-
tudes and habits of subordinates.
When mayors see a gap between
the resources and the needs of
their local constituencies, they face
both an adaptive challenge and
the risks and opportunity of lead-
ing from below.

Leadership, as seen in this light,
requires a learning strategy. A
leader, from above or below, with
or without authority, has to en-
gage people in confronting the
challenge, adjusting their values,
changing perspectives, and learn-
ing habits. To those accustomed
to authoritative decisions, this shift
may come as a rude awakening.
But it also should ease the bur-
den of having to know all the
answers and bear the entire load.
To the citizen who waits to re-
ceive either the president’s call or
“the vision” to lead, this change
may also seem a mixture of good
news and bad news. The adap-
tive demands of our time require
leaders who take responsibility
without waiting for revelation or
request. One can lead with no
more than a question in hand: how
can good governance and human
development be enhanced in the
Republic of Moldova?

Source: Adapted from Ronald A. Heifetz and Donald L. Laurie. “The Work of Leadership.”
Harvard Business Review, January-February 1997.

The Republic of Moldova is the
legal successor of the former
Soviet Socialist Republic of
Meoldova, a part of the former
Soviet Union

Building Up a Democratic
State and Aspirations for
Good Governance

Brief Political Background

The Republic of Moldova is the legal
successor of the former Soviet Social-
ist Republic of Moldova, a part of the
former Soviet Union. The territory of
the Republic of Moldova is composed
of two distinct parts with different
historical backgrounds. The one be-
tween the Prut and Nistru Rivers (ap-
proximately 88% of the territory) is part
of the territory known as Basarabia,
which is geographically delineated by
the Prut River in the west, by the
Nistru River — in the north and in the
east, the Black Sea in the southeast,
and the Chilia (Kiliya) arm of the
Danube delta in the south (See Map
21). The remaining 12% of the terri-
tory, Transnistria, constitutes a nar-
row strip of land on the left bank of
the Nistru River.

Basarabia used to be part of the
Moldovan Principat, which in 1859
united with the other territories popu-
lated by Romanians and created the
present Romania. Over the course of
several centuries, this territory was
claimed by many powers in the re-
gion and was subject to frequent in-
vasions and robberies, depending on
changes in the regional and interna-
tional political conditions In 1812, as a
result of the Russian Turkish war, the
Russian Empire dismembered the
Moldovan Principat and annexed the
territory between the Prut and Nistru
Rivers, transforming it into a periph-
eral county.

On December 2, 1917, when the Rus-
sian Empire was experiencing the
Bolshevik Revolution, the representa-
tive body of this land proclaimed the
Democratic Moldovan Republic, and
on March 27, 1918, Basarabia united

with Romania. The unification of these
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Map 21 Republic of Moldova

territories populated by Romanians
was recognized at the international
level on October 28,1920, by the Paris
Treaty, which was signed by Romania,
Great Britain, France, Italy, and Japan.

In 1940, as a result of the secret agree-
ment with the Nazis (the additional
protocol of the Molotov-Ribbentrop
Pact of 1939), and after conquering
Latvia, Estonia, Lithuania, and dis-
membering Poland, the Soviet Union
re-annexed Basarabia, creating a new
state formation: the Soviet Socialist
Republic of Moldova, with Chisinau
as the capital city.

At the end of the 1990s, the demo-
cratic movement and the national lib-
eration movement began to grow in
Moldova. As a result, the Republic of
Moldova proclaimed independence on
August 27, 1991. The independence of
the Republic of Moldova was recog-
nized internationally. The country
soon became a member of many in-
ternational organizations, including the
United Nations.

During 1991-2003, the Republic of
Moldova continued to affirm its sta-
tus as an independent state and signed
many international treaties. In 1993, the
Republic of Moldova joined the char-
ter of the Conference on Security and
Cooperation of Europe (CSCE), now
called the Organization for Security
and Co-operation in Europe (OSCE).
In 1994, it joined the Partnership
Programme of the North Atlantic
Treaty Organization (NATO). Also in
1994, the Republic of Moldova signed
the Partnership and Cooperation
Agreement with the European Union,
and in 1995 became the first former
Soviet republic to join the Council of
Europe.

In 1994, the Republic of Moldova
adopted a new Constitution in which
it is proclaimed an independent, uni-
tary, and neutral state. Over 1990-2003,
several parliamentary, presidential, and
local election campaigns took place
(see Figure 24). During the same pe-
riod, Governments were replaced nine
times, indicating a high level of politi-
cal instability and social uncertainty.
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The Beginnings of a Democratic
Republic and Major Challenges
Once the initial stage of physical and
cultural detachment from the former
Soviet Union’s structures was com-
pleted, the political leadership strug-
gled with establishing the structures
of a national state and the creation of
new institutional mechanisms through
which new rules and values could be
filtered and promoted. One key chal-
lenge at the very beginning was es-
tablishing a kind of political author-
ity that was different from previous
experiences, including a democratic
process. Another key challenge was
balancing simultaneous processes of
social integration, economic reform
and democracy development, against
the background of various latent ex-
ternal and internal conflicts.

Reorganizing the state and governance
were the two main tasks for the new
democratic Republic of Moldova. Ini-
tially, some policies and initiatives were

At the end of the 1990s, the
democratic movement and the
national liberation movement
began to grow in Moldova. As
a result, the Republic of Mol-
dova proclaimed indepen-
dence on August 27, 1991

In 1994, the Republic of Mol-
dova adopted a new Constitu-
tion in which it is proclaimed an
independent, unitary, and neu-
tral state
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Figure 24. The Electoral Process in the Republic of Moldova
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nance qua|ity demonstrated
that about 60% of the world’s
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lic of Moldova
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general and ambiguous, but progress
was gradually made in implementing
economic reforms, including the intro-
duction of a national currency, the lib-
eralization of prices and completion
of land privatization. Much of what
happened was within the context of a
reform process, leading to an open
market economy, overcoming and/or
avoiding crisis and reshaping the
sociopolitical contours.

The Public Opinion Barometer Sur-
vey conducted in April 2002 (based
on a national representative popula-
tion sample) illustrates people’s atti-
tudes toward the direction of the
country’s development. As can be seen
in Figure 25, since February 1998 the
opinions about the direction of the
country have fluctuated. Between 1998-
2000, the percentage of citizens who
felt the country was moving in the
wrong direction increased from 52%
to 82%. However, since 2000 such per-
ception has gradually reduced to 46%.

Kaufmann Daniel, Kraay Aart, Mastruzzi Massimo. Governance Matters III:

Governance Indicators for 1996-2002. World Bank Policy Research Working

Paper 3106, 2003.

In accordance with the human devel-
opment concept, good governance has
the important mission of the expan-
sion of opportunities leading to con-
ditions under which people can de-
velop a sense of self-worth and secu-
rity. Unfortunately, these aspirations
have not become reality for most citi-
zens of the Republic of Moldova, who
continue to be preoccupied with pov-
erty, their children’s futures, rising
prices, and unemployment (see Figure
26). The results of the 1998-2003 Sur-
veys reveal that more than 50% of
citizens are dissatisfied in some way,
and 43% are completely dissatisfied
with the current situation. When asked
what, in their opinion, were the fac-
tors that had led to such a situation,
two thirds of the citizens mentioned
the state’s inability to adequately re-
act and offer solutions.

Quality of Governance of the
Republic of Moldova

The quality of governance can be
analyzed by different methods, the
most common one being based on the
indicators proposed by the World
Bank experts: voice and accountabil-
ity, political stability, government ef-
fectiveness, regulatory quality, rule of
law, and control of corruption.! The
2002 global indicators were calculated
based on the 250 individual indica-
tors from 25 different sources pub-
lished by 18 different international
organizations, political and business
risk-rating agencies, think tanks, and
nongovernmental organizations. In
general, a governance index might be
misleading in providing a crude and
static indicator for governance, which
is a dynamic activity. Nonetheless, it
helps to strengthen the notion that
governance matters, that institutions,
rules and political processes can play
a role in economic growth, resource
distribution, policy choice and people’s
perceptions.

An assessment of the governance
quality demonstrated that about 60%
of the world’s countries have better
governance than that in the Republic
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of Moldova which is well behind the
developed countries and countries
striving to become members of the
European Union. Thus, on a scale
from -2.5 (lowest) to +2.5 (highest), the
corruption control in the Republic of
Moldova has an overall value of -0.89,
while the average for OECD countries
is +171 It is equally alarming to see
the discrepancy between the govern-
ment efficiency values: the one for the
Republic of Moldova is -0.63, while it
is +168 for the OECD countries. It
should be mentioned that actions
taken to improve the quality of gov-
ernance cannot have an immediate
effect, but if promoted consistently,
the state of affairs can gradually
change. The case of Romania is a good
example. As part of its efforts to join
the European Union, Romania has
accomplished prominent reforms, har-
monizing its national legislation with
that of Europe, restructuring state in-
stitutions, liberalizing the economy,
and undertaking measures to expand
political participation of citizens (see
Figure 27).

According to national surveys, the
population of the Republic of Moldova
is dissatisfied with the quality of gov-
ernance in the country. This dissatis-
faction is largely based on the signifi-
cant lack of trust with respect to the
country’s main institutions. This lack
of trust might be a reflection of a per-
ceived governmental performance is-
sue, frustration with the transition pro-
cess and overall mistrust of the politi-
cal process. A November 2003 survey
shows that the President and mass
media benefit from more trust as com-
pared to the Government, Parliament,
the justice system, and the political
parties (see Figure 28). Survey results
clearly indicate that lack of trust in
the public sector and in democratic
institutions is a major challenge for good
governance in the Republic of Moldova
and that the only way to strengthen
good governance is to improve its quali-
ty notably its transparency, responsive-
ness and accountability.

Governance in the Republic of Moldova and Challenges of State Consolidation

Figure 25. Attitudes in the Republic of Moldova Toward the

Development Direction of the Country, 1998—2003
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Figure 27. Governance Quality Indicators, 2002
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Figure 28. Trust in Different Institutions in the Republic of Moldova, 2003

According to national surveys,
the population of the Repub-
lic of Moldova is dissatisfied
with the quality of governance
in the country

The only way to strengthen
good governance is to impro-
ve its quality, particularly, its
transparency, responsiveness
and accountability

Trade unions I_I
Partament T
Government S =7 5
Army 0 |

Mass media - 57% _E
President 57% ”
Church 71% |7 A

0% 20% 40% 60% 80%

O Big and very big B Little and very little

100%

O Did not answer

Box 22

Five Mechanisms
Facilitating Access to
Information and Citizen
Participation in the
Decision-Making Process

Many different types of formal
or semiformal institutions exist
to enhance government’s account-
ability and improve bureaucratic
decision-making processes. Some
principally focus on horizontal
accountability between the dis-
tinct branches of government.
Others facilitate more direct, or
vertical, accountability to the citi-
zenry. Still others could be con-
sidered hybrid in nature; for ex-
ample, the institution of an
ombudswoman/ombudsman,
which focuses and often aggre-
gates direct citizen complaints

Source: Public Opinion Barometer Survey, November 2003.

while lodging such grievances in
a formal, yet non-binding manner
with other government institutions.

There could be as many as five
discrete types of mechanisms that
are central to the promotion of
vertical accountability. These in-
clude (1) affirmative, or so-called
“active” provision of information
by the government to the public;
(2) systematic gathering of pub-
lic comments on draft legislation
or regulations by the government;
(3) use of various advisory coun-
cils or other consultative mecha-
nisms to help inform the devel-
opment of policy, legislation, and
regulations; (4) so-called respon-
sive, or “passive” provision of in-
formation by the government
upon request through a formal
access to information regime; and
(5) a system of administrative

procedure affording the public
both administrative appeals of
agency decisions and if desired,
court appeals thereof.

Each of these types of mecha-
nisms can influence and restrain
government decision-making. Ac-
tive information provision repre-
sents an ongoing background ef-
fort by a regulatory agency to
provide the public with basic in-
formation about the agency and
the regulatory process. The
public’s provision of comments on
draft legislation or regulations
represents an opportunity to in-
fluence the terms of a new depar-
ture in the legal framework. Ad-
visory councils and consultative
mechanisms constitute channels of
communication Whereby stable,
know]edgeable interest groups
provide input into the application
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of new rules and the execution of
policy by the agency. Responsive
provision of information permits
the transmittal of even more de-
tailed information about an

agency’s execution of policy. And
administrative procedure permits
affected parties to challenge con-
crete regulatory decisions in spe-
cific cases. The themes of trans-

parency and participation run
through each of these mecha-
nisms, which supplement efforts
to ensure accountability through
pressure on elected officials.

Strengthening the Statehood
and Integrity of the Republic
of Moldova: The External
Dimension

Strengthening the Democratic
Republic in Difficult Conditions

The consolidation of the Republic of
Moldova as a sovereign state is an on-
going process, which is being largely
overshadowed and undermined by the
issue of Transnistria. This conflict, which
emerged as a reaction of the conserva-
tive forces to Moldova’s aspirations for
independence, influenced profoundly
the political and social transformations
in the country.

In 1992, over 1,000 people died in the
armed conflict in the eastern region
of the Republic of Moldova (Map 2.2).
The battles were openly supported
and brought to a halt by the Russian
army, but only after a political and
military defeat of Moldova and the
establishment of the separatist regime.
Despite the decisions of the OSCE
Summits, whereby Russia was obliged
to withdraw its military forces from
the Republic of Moldova by the end
of 2002 and then by the end of 2003,
the Russian troops continue to be
deployed in the rebellious region.

As a consequence of the separatist
actions supported by outside forces,
the Republic of Moldova lost control
of 12% of its territory inhabited by
nearly 700,000 people who mostly sup-
port democratic transformations tak-
ing place in the ex-soviet space. Al-
though many negotiations were held
with the participation of the OSCE
Mission and the Russian Federation
and Ukraine as guarantor countries,
the conflict, after ten years, remains
unresolved. In addition, the expecta-

Map 22. Transnistrian Region of the Republic of Moldova
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tions associated with the development

of a new Constitution and the federali-
zation of the Republic of Moldova have
not been realized. On the contrary, the
way in which respective initiatives were
implemented led to the extensive pro-
test actions and the great concern of
the international community.

Failure to solve the Transnistrian dispu-
te severely affects efforts to strengthen
the statehood of the Republic of
Moldova, and creates obstacles for the
country’s economic and social devel-
opment. A number of surveys indi-
cate that the economic losses that the
Republic of Moldova accrued due to
the Transnistrian conflict total more
than 800 million lei annually, which is
equal to approximately 20% of the
country’s budget. Lack of control over
the eastern segment of the state bor-
der creates a favorable environment
for tax evasion, smuggling, and illegal
trafficking of arms and people. Should
the Transnistrian problem continue to
disturb the democratic order of the
Republic of Moldova, the ideals of
good governance and human devel-
opment will suffer. Progress in this area
could be based on a resolution as-
suming a more active involvement of
the international community; other-

The consolidation of the Repub-
lic of Moldova as a sovereign
state is an on-going process,
which is being largely oversha-
dowed and undermined by the
issue of Transnistria

Should the Transnistrian prob-
lem continue to disturb the de-
mocratic order of the Repub-
lic of Moldova, the ideals of
good governance and human
development will suffer
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The integration of the Repub-
lic of Moldova into the interna-
tional structures at the regional
and global levels has been a
fundamental component of the
governance consolidation pro-
cess

Even at the official |eve|, alar-
ming incidents persist, mani-
fested in religious intolerance,
imposition of “the state ideo-
logy,” and reanimation of false
scientific statements referring
to ethnic and linguistic prob-
lems

wise, the Republic of Moldova will con-
tinue to face the constant risk of fall-
ing into violence and totalitarianism.

Integration of the Republic of
Moldova into International and
Regional Structures

The integration of the Republic of
Moldova into the international struc-
tures at the regional and global levels
has been a fundamental component
of the governance consolidation pro-
cess. In addition to activities and ini-
tiatives during the decade of the 1990s
following independence, more recently
(2000-2001) the Republic of Moldova
became a member of the Stability Pact
for South-Eastern Europe and of the
World Trade Organization. Similarly,
multiple activities in the framework
of the CIS were revitalized. The state
has declared European integration to
be the main political aspiration of
Moldova. Nevertheless, the foreign
policy of the Republic of Moldova
has not been consistent and has at
times experienced unexpected turns
in terms of relations with other coun-
tries and international organizations.
To this, one must add the inconsis-
tencies with unconditionally observ-
ing human rights. Regretfully, even
at the official level, alarming incidents
persist, manifested in religious intol-
erance, imposition of “the state ideol-
ogy,” and reanimation of false scien-
tific statements referring to ethnic
and linguistic problems.

Figure 29. Evolution of International Integration Options
for the Republic of Moldova, 1998-2003
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During the recent years, there has been
a noticeable change in the perception
of Moldovans with regards to alter-
native international integration choices.
Whereas in 1998, most people sup-
ported closer economic ties with mem-
bers of the CIS, more recently there
seems to be a growing interest for
European integration. The Barometer
Survey conducted in March 1998
showed that a majority of Moldovans
(52%) favored closer economic and
cultural relations with the CIS. In the
Barometer Survey conducted in Janu-
ary and November 2003, the majority
(51%) opted for the European Com-
munity (Figure 29). More than a deep
cultural shift, this reorientation seems
to be a response to the uncertainties
of the transition process in the Re-
public of Moldova. This kind of re-
orientation is not just a tribute to of-
ficial propaganda; rather it seems to
be a response to the uncertainties of
the transition process in the Republic

of Moldova.

During the first half of 2002, the Re-
public of Moldova was put in the in-
ternational spotlight because of the re-
current protests in the capital Chisinau
against the government. Attention was
mainly focused on the nature of the
protests, were held more frequently,
lasted longer and had political mo-
mentum. After nearly two months of
protests (between February and March
2002), when tens of thousands of
people gathered in the central square
in Chisinau, the message from the pro-
testers became clear. They were ask-
ing the government for transparency
and decisive action. This message was
also heard in the main international
organizations, at the time when the mo-
nitoring phase of the Council of Europe
was about to culminate, and when the
Republic of Moldova was waiting to be
recognized as a full parliamentary de-
mocracy.

The events in Chisinau in early 2002
raised some concerns at the Council
of Europe, the OSCE, and the Euro-
pean Union. In April 2002 the report
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on the functioning of democratic in-
stitutions in the Republic of Moldova
was presented during a main session
of the Parliamentary Assembly of the
Council of Furope. The report pointed
that recent tensions were jeopardiz-
ing the stability of the Republic of
Moldova. As a result, the Parliamen-
tary Assembly of the Council of Eu-
rope passed a fifteen points resolu-
tion. Among the main recommenda-
tions were a real dialogue between the
governing party and the opposition;
a moratorium with respect to history
issues and the obligatory study of the
Russian language; and the need for
better legislation to determine the sta-
tus of members of the Parliament and
to regulate the functioning of the
Teleradio-Moldova company. During
2002 the full accurate execution of the
resolution and its recommendations
had been a central concern for the
authorities in the Republic of Moldova
and was the focus of extensive public
discussions. Prior to assuming the
Presidency of the Council of Europe
planned for May 2003, the Republic
of Moldova has to meet the stipulated
recommendations.

While the Council of Europe focused
on the political aspects of the situa-
tion in the Republic of Moldova, other
international organizations expressed
concern about the economic policies.
For example, World Bank Country
Studies “Moldova Poverty Assessment
(2000)" and “Moldova: Public Economic
Management Review (2003)", highlighted
the gravity and multidimensionality
of poverty as well as the deficiencies of
relevant government policies. Due to
the failure of the Republic of Moldova
to meet the requirements agreed on
with IMF, the IMF programme with
Moldova was suspended. The Euro-
pean Union also expressed concern
about the progress of the Republic of
Moldova, but continued assistance (not
budgetary support, though).

The people of the Republic of Moldova
welcome the assistance of international
organizations. According to a Novem-

ber 2003 survey, approximately two
thirds of citizens have a good or very
good opinion of the European Union,
58% - of the United Nations, and 54%
- of the Council of Furope. The World
Bank has the support of about 52%
of respondents, the International Mon-
etary Fund - 46%, and the CIS - 49%.
The results of the Survey have also
shown that many citizens have not
formulated opinions about such or-
ganizations as the OSCE and NATO
(see Figure 2.10).

Figure 210. What do Citizens of the Republic of Moldova
Think about International Organizations?
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Inheritance of the Past and
Future Challenges Connected
with the Consolidation of a
Democratic State

In spite of its complexities, the transi-
tion process of the Republic of
Moldova has been a learning process
for both government and civil soci-
ety. The political and economic sys-
tem of the former Soviet Union was a
closed and rigid one. Whatever the
level of governance was, it was car-
ried out through the unconditional
execution of decisions made by cen-
tralized decision-making entities often
based solely on strong ideological
beliefs. Within the context of a one-
party dictatorship, pluralism of opin-
ion, as well as political pluralism was

World Bank Country Studies
highlighted the gravity and mul-
tidimensionality of poverty in
Moldova as well as the defi-
ciencies of relevant govern-
ment policies

In spite of its complexities, the
transition process of the Re-
public of Moldova has been
a learning process for both
government and civil society
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From the perspective of good
governance and human devel-
opment, the current challenges
for the consolidation of the Re-
public of Moldova require de-
cisive actions in the following
three areas: the strengthening of
democratic institutions; trans-
formation of economic enter-
prises; promotion of participa-
tory democracy

During the decade after inde-
pendence the Moldovan socie-
ty experienced several election
processes, with their results ref-
lecting clearly that in the collec-
tive mentality there was still a
battle between the new and

the old

not allowed. The notions of democ-
racy, rule of law, market economy,
fundamental human rights and liber-
ties, were interpreted from positions
of class struggle. The average citizen
was excluded from the decision-mak-
ing process and, in exchange for her/
his loyalty, they were provided with a
modest, but guaranteed level of social
protection. As a consequence, after in-
dependence many citizens of the new
state did not have the necessary expe-
rience of self-government, but slowly
began to experience it first hand.

The Soviet economic system was sys-
tematic in implementing a military
based industry, which after indepen-
dence was difficult to reanimate. Ne-
glecting the basic laws of economic
development during the Soviet period
also led to large discrepancies in the
territorial distribution of newly cre-
ated enterprises. More than one-third
of the industrial potential of the Re-
public of Moldova was concentrated
on the left bank of the Nistru River
(Transnistria), a geographic area where
only 17% of the population resided.
A similar situation is found in the rural
areas, where according to data from
the 1989 census, more than half of the
population of the Republic of Moldova
resided. They were concentrated in
collective farms (Kolkhozes) or state
agricultural farms (Sovkhozes), and as
such were deprived of any economic
incentive, even of the right to choose
freely their place of residence and job.
The forced collectivization, accompa-
nied in 1949 by the deportation of
more than 11,000 families of wealthy
farmers, prevented an entrepreneur-
ship spirit to flourish and destroyed
the system of traditional values from
the rural areas. Moreover, the arbitrary
economic decisions from the Soviet
period were accompanied by a sig-
nificant modification of the ethnic
composition of the population, which
favored massive immigration from
other regions of the former Soviet
Union. According to data from the
1989 census, the share of Moldovans/
Romanians in the total population de-

creased to approximately 65%, and
was preponderantly rural.

From the perspective of good gover-
nance and human development, the
current challenges for the consolida-
tion of the Republic of Moldova re-
quire decisive actions in the follow-
ing three areas:

e The strengthening of democratic
institutions, promotion of the un-
conditional observance of human
rights and reduction of intolerance
and territorial separatism (building
the democratic state).

e The transformation of the former
Soviet Union’s economic enterprises
into new production units capable
of operating more competitively
and in accordance with the laws of
the market (productive transforma-
tion with equity).

e Overcoming the crisis of identity
and social disintegration through
education, expansion of the civic
democratic space and promotion of
participatory democracy.

Political Instability and Incomplete
Reforms

During the decade after independence
the Moldovan society experienced
several election processes, with their
results reflecting clearly that in the
collective mentality there was still a
battle between the new and the old.
The reformist ideas have not yet in-
stitutionalized or socialized. Thus, citi-
zens perceive the three major chal-
lenges explained above (ie, creating
a democratic state, transforming pro-
ductive patterns and strengthening
participative democracy) in very dif-
ferent ways. For most of them, many
of the promises, expectations and as-
pirations generated during the early
stages of independence, have not been
fulfilled. This is why when citizens are
asked to measure results prior and
after independence, there is a clear
longing for the past. Figure 211 sum-
marizes the results of a Barometer
Survey conducted in 2001 Respondents
were asked to rate different issues
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prior and after independence. The
overwhelming majority (93%) felt that
the standards of living in the Repub-
lic of Moldova were better prior to
independence. More than 80% of the
respondents believed that in terms of
social protection, order and legislation,
they were better off prior to indepen-
dence. Even regarding the issue of
human rights, opinion is keen on the
past as nearly 70% of the respondents
considered that before 1991 they had
more rights and freedoms.

During the last decade, lack of the na-
tional consensus regarding the transi-
tion process and the establishment of
foreign policy priorities made the re-
forms incoherent and indecisive. The
significant perception that the qual-
ity of life is deteriorating, the appear-
ance of mass unemployment, the con-
sequences of the armed conflict in
Transnistria and the slow and inef-
fective privatization of state property
in the Republic of Moldova marked
profoundly the course of governance
during the last decade. Moreover, the
numerous changes of governments (9
in 14 years), the permanent shifts in
the balance of forces within the Par-
liament, and the lack of national con-
sensus have made the process even
more complex and uncertain.

Immediately after independence the
legal framework necessary for the cre-
ation of a genuine multiparty system
was established. It contributed to the
elimination of the monopoly of one single
political force and to the appearance of
the basic components for a participa-
tory democracy. The political parties
have been considered the main internal
actors in the design and implementa-
tion of policies, and in the formation
and strengthening of central, regional
and local government administrations.
The appearance of the multiparty sys-
tem in the Republic of Moldova is a
positive factor, which offered the citi-
zens an opportunity to have a voice in
government. Political parties are sup-
posed to reflect the visions and rational
expectations of constituencies. They also
can become the main instrument to

Figure 211 Before and After: Aspirations or Frustrations?
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ensure political competition, which in
turn can have a positive effect on the
quality of governance.

Nonetheless, political parties have not
fully contributed to engaging the citi-
zens to be part or to actively partici-
pate in the decision making process.
Likewise, citizens of Moldova have not
been effective in exercising influence
on parties or the government. It is well
known that the quality of a democratic
regime, is measured by its institutional
and economic performance, but it is
also decisively influenced by the socio-
political factors. Neither political par-
ties nor civil society actors in the Re-
public of Moldova have managed to
effectively work together. This defi-
ciency has weakened the link between
the citizens and the state. On the one
hand citizens have been alienated from
the decision-making processes and their
confidence in good governance has
been undermined. On the other, gov-
ernment has grown less transparent and
accountable. This is an issue that di-
rectly affects the quality of governance
and should be an integral part of any
strategy to strengthen good governance
and human development in the Repub-
lic of Moldova.

Lack of the national consensus
regarding the transition pro-
cess and the establishment of
foreign policy priorities made
the reforms incoherent and
indecisive

Political parties have not fully
contributed to engaging the
citizens to be part or to acti-
vely participate in the deci-
sion making process

Neither political parties nor
civil society actors in the Re-
public of Moldova have man-
aged to effectively work to-
gether

The appearance of the multi-
party system in the Repuuic of
Meoldova is a positive factor,
which offered the citizens an
opportunity to have a voice in
government
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Box 23

Importance of the Civil
Society in Responsible
Governance

One of the reasons that there is
less trust in politicians and elected
officials is that debates no longer
determine policy. Important de-
cisions that affect every day life
are being taken more and more
outside the affected communities.
How is it possible to develop

mechanisms through which the
poorest people feel they have a say
in how these decisions are taken?

One of the mechanisms is action
from civil society organizations.
Civil society is not a substitute
for formal democratic processes.
Rather it is a way of strengthen-
ing the substantive character of
democracy. It involves the con-
struction of a political culture at
a global, as well as national and
local levels, through which those

who are formally responsible for
making decisions are more sensi-
tive and responsive to the needs
and concerns of the poorest people.

Civil society has become the
buzzword of the 1990s but it has
tended to be equated only with
Non-Governmental Organizations
(NGOs). I have tried to argue that
other types of civil society groups
and other understandings of civil
society need to be taken seriously
as well.

Source: Mary Kaldor. “Civil Society and Accountability.” UNDP Occasional Paper
Series No. 2002/6, UNDP/HDRO, 2002.
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Chapter 3. Strengthening
the Conditions for Good
Governance and Human
Development in

the Republic of Moldova

Reforming the Public Sector

Starting with the first years of inde-
pendence, the Republic of Moldova
launched a large-scale process to re-
form many institutions of the public
sector. This program was largely ori-
ented towards the transition to a mar-
ket economy and a democratic multi-
party political system. Since then, a
process of transformation covering
such diverse dimensions as fiscal man-
agement, budgetary process, public
administration and decentralization
has been ongoing.

The Limited and Politicized Reform
of the Central Public Administration
In the course of the years 1990-2002,
the Law on Government was modified
25 times, reflecting the complexities
of the process of organizing the pub-
lic sector (unifying or splitting exis-
tent ministries, the creation or elimi-
nation of some public entities and
governmental agencies). For example,
during the decade the Ministry of
Economy was reorganized five times,
the Ministry of Industry six times, the
Ministry of Education seven times, and
the number of departments directly
subordinated to the government was
reduced from 13 in 1991 to 4 in 1999
and increased again to 12 in 2002 (see
Figure 31).

In spite that reform was recognized
as a necessary process, it also gener-
ated some negative repercussions. Fre-
quent modifications and changes to
the executive structures have often
paralyzed the basic activities of the
state. Because the Republic of Moldova
still functions within strict centralized
and top-to-bottom hierarchical struc-
tures, any impasse at the central level
has a delayed and adverse effect on
lower echelons of government. The
reform process in the Republic of

Moldova has also often implied mas-
sive layoffs and frequent changes of
personnel, which in turn has gener-
ated an atmosphere of insecurity.
Moreover, the lack of a coherent plan
delineating the vision and the details
undermined the reform process, and
in turn the quality of governance.
Some of the reform initiatives gener-
ated protests and were contested by
the Constitutional Court (see Box 31),
but the process continued unabated.

Two key lessons from the reform ex-
perience of the Republic of Moldova
can be highlighted. First, the absence
in the reform process of a mechanism
that allowed dialogue and interaction
with civil society. Citizens have had
little to say about the quality of gov-
ernance and its results. Second, a ma-
jority of the decisions regarding re-
form have been reactive as opposed to
proactive in nature. Moreover, practi-
cally in all ministries and departments,
the functions of strategic planning are
not clearly separated yet, between the
operative and political realms. One
policymaker often makes operational
and managerial decisions. This has
tended to reduce the capacities of the
public administration structures to de-
sign strategies, prioritize objectives, and
analyze and develop alternative courses
of action. Altogether, these deficiencies
have undermined initiatives, nourished
political clientelism and created the
conditions for transparency to be of-
ten missing from the process.

Starting with the first years of
independence, the Republic
of Moldova launched a large-
scale process to reform many
institutions of the public sector

A majority of the decisions re-
garding reform have been reac-
tive as opposed to proactive in
nature

In spite that reform was recog-
nized as a necessary process,
it also generated some nega-
tive repercussions

Figure 31 Evolution of the Number of Ministries and Departments
in the Republic of Moldova
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published in the Official Monitor of the Republic of Moldova.
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Box 31

The Constitutional
Court of the Republic
of Moldova

On July 29, 1994 the Parliament
of the Republic of Moldova adop-
ted the new Constitution, which
set the foundations for the Con-
stitutional Court. On February
23, 1995 the Constitutional Court
started its activity and in June 16,
1995 the Parliament adopted the
Code of Constitutional Jurisdic-
tion, by which the Constitutional
Court delivers its judgments, de-
cisions and opinions.

The Constitutional Court does not
represent a branch in the hierar-
chy of the legal institutions of the
State. It is a unique constitutional
judicial body, autonomous and
independent from the executive,
the legislature and the judiciary. The
goal of the Constitutional Court

is to guarantee the supremacy of
the Constitution, to ensure the prin-
ciple of separation of State pow-
ers into the legislative, executive
and judicial branches, to guaran-
tee the observance of the State’s
responsibility towards the citizen
and the citizen’s responsibility to-
wards the State. Upon request the
Constitutional Court interprets the
Constitution and undertakes the re-
view of constitutionality of the Par-
liament’s laws and decisions, of the
decrees of the President of the Re-
public of Moldova and of the acts
of the Government.

Under the Constitution and the
Law on the Constitutional Court,
the following parties may petition
the Constitutional Court: the Presi-
dent of the Republic of Moldova;
the Government; the Ministry of
Justice; the Supreme Court of Jus-
tice; the Court of Audit; the Pros-
ecutor-General; a member of Par-

liament; and a parliamentary group.
Individual citizens have no right
to petition the Constitutional Court.
The Constitutional Court has no
right to examine a case of its own
motion either.

The Constitutional Court delivers
resolutions, decisions and opinions.
Where the application is exam-
ined, a resolution is adopted or
an opinion is issued. If the issue is
not resolved, a decision is adopted.
The resolutions and opinions of
the Court are issued on behalf of
the Republic of Moldova. The re-
solutions of the Constitutional
Court are binding only for the
future, and are final and cannot
be disputed in any other institu-
tion. Laws and other legal acts or
their provisions declared uncon-
stitutional are cancelled as of the
date that the resolution of the
Court is adopted, and cannot be
applied in the future.

Source: The Constitutional Court of Republic of Moldova, 2003.

During the decade, several steps
were taken in the Republic of
Moldova to fulfill Article 109
of the Constitution, whereby the
government is directed to work
towards an efficient system of
public administration based
on the principles of local au-
tonomy and decentralization

Hesitant Reform at the Local Level

In principle, decentralizing power from
the center to lower levels of govern-
ment can enable people to participate
in decision making more directly.
During the decade, several steps were
taken in the Republic of Moldova to
fulfill Article 109 of the Constitution,
whereby the government is directed
to work towards an efficient system
of public administration based on the
principles of local autonomy and de-
centralization. Nonetheless, given the
Republic of Moldova’s prior central-
ization history and the difficulties as-
sociated with devolving certain pow-
ers and duties to lower levels of gov-
ernment, the reforms at the local level
have been limited and contradictory.

One key problem has been the rela-
tionship between central and local
government entities in the Republic
of Moldova is still not clearly defined.
One of the main problems continues
to be relations between the country’s

central and local authorities, which are
still not clearly defined. Before the
administrative territorial reform of 1998,
there were 925 relatively small com-
munes organized in regions in the Re-
public of Moldova. Most did not have
sufficient financial resources for self-
government, which limited citizens’
access to quality public services and
did not stimulate citizen participation
in settling local problems. The activ-
ity of local administration bodies de-
pended to a great extent on the deci-
sions made at the central level.

The law on territorial-administrative
reform passed in 1998 (No. 191-XIV of
12 November 1998), eliminated the for-
mer soviet regions, reduced the num-
ber of communes and municipalities
to 647, and organized the territory into
ten second-level territorial-administra-
tive units called counties (judets). The
area mostly inhabited by the Gagauz
was organized into the Autonomous
Territorial Unit of Gagauzia. Special
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forms and conditions of autonomy were
planned to be considered for locali-
ties on the left bank of the Nistru River
(see Box 32).

The autonomy of administrative-ter-
ritorial units was guaranteed by the
law on local public administration (no.
186-XIV from 6111998). The law is
based on the experiences of several
developed countries and complies with
the provisions of the European Char-
ter on self-governance and the rec-
ommendations of the European Coun-
cil. However, it focuses more on orga-
nizational issues pertaining to the func-
tioning of the administrative structure
than on the distribution of competen-
cies, responsibilities, and functions.

The process of reform at the local level
has not enjoyed wide-spread support
in the Republic of Moldova, both at
the political and civil society arenas.
Within some circles of the society, the
attempts to decentralize political and
economic authority were seen as re-
gressive, rather than progressive re-
forms. In large part this was due to
the gap between policy prescriptions
and reality. That is, local public spaces
in the Republic of Moldova were still
devoid of key mechanisms and capa-
bilities, which would enable decentrali-
zation efforts to take root and grow.
Moreover, decentralization policy in
the Republic of Moldova was unclear
and hesitant. Without these key ele-
ments, the process was seen not as a
transfer of power and authority to new
territorial-administrative units but as
an unjustified extension of the judet
bureaucracy.

During 2001-2003, many laws were
adopted (no. 764-XV from December
27, 2001; no. 298-XV from June 22, 2001;
no. 123-XV from March 18, 2003; and
no. 397-XV from October 16, 2003), re-
stricting further efforts towards decen-
tralization and local autonomy. Some
of the most important modifications pro-
moted by the above-mentioned laws are:

e Liquidation of judets, reorganiza-
tion of communes and reestablish-

ment, in general outline, of the old
Soviet regions.

o Attempts to exclude concepts such
as decentralized public services
and/or de-concentrated public from
official acts.

e Attempts to establish indirect elec-
tions of mayors and to authorize su-
perior councils to discharge mayors.

e Extensive responsibilities in local
territories for central government
representatives (Ministries and de-
partments) and subordination of
local leaders to central authorities.

e Restricted allocation of financial
means to local entities and depriv-
ing local authorities of the right to
manage them independently.

The collective impact of these legisla-
tive and normative frameworks had
an adverse effect on the reform pro-
cess at the local level. The ambiguous
delimitation of competences between
central and local authorities contrib-
uted to the institutionalization of the
subordination of local authorities and
reestablishment of the centralized sys-
tem of public finance management.
Several civil society groups voiced
protest against these laws. The issue
was discussed with the European
bodies, and the Constitutional Court
of the Republic of Moldova consid-
ered some provisions of the respec-
tive laws.

The Reform of Civil Service

The process of creation of a modern,
efficient and depoliticized civil service
is just getting underway in the Re-
public of Moldova. The generally ac-
cepted criteria for the national legis-
lations regarding the public service are
formulated in the Convention of In-
ternational Labor Organization. The
Republic of Moldova has not ratified
this Convention. Currently, the Law
on Public Service of 1995 determines
the status of public and civil service
in the Republic of Moldova. This law
establishes the categories of public

The process of reform at the
local level has not enjoyed wide-
spread support in the Repub-
lic of Moldova, both at the po-
litical and civil society arenas

The process of creation of a
modern, efficient and depo|i-
ticized civil service is just get-
ting underway in the Republic
of Moldova
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Box 32

Gagauzia and
Transnistria: Two Puzzling
Issues for the Republic of
Moldova

The decade-long debate about over-
coming the separatism movements
in Moldova has had great signifi-
cance both for Gagauzia, a poor
region in the southern part of
Moldova, and Transnistria located
in the eastern part of the country.
Questions about the status of both
entities have been couched in terms
of politics, history, sociology, eco-
nomics, linguistics, and even inter-
national relations.

Shortly after the Republic of Mol-
dova declared its sovereignty in
1990, the Gagauz authorities (the
same people who were in power
during the Soviet period) pro-
claimed the sovereignty of the
Gagauz Soviet Socialist Republic
within the Soviet Union with the
capital in Comrat. The Gagauz
leadership acknowledged no more
than a federal arrangement with the
new Republic of Moldova. With
the support of the Soviet troops,
the Gagauz elected their own “su-
preme authorities” Gagauzia even
created its own militia and set up
control points on the main roads
into their region.

After the proclamation of the Mol-
dovan (Romanian) language as the
state language of the Republic of
Moldova and the introduction of
the Latin script in 1989, the Gagauz
leaders strongly protested and
formed their own political party,

the Gagauz Halky (Gagauz na-
tion), which advocated autonomy
for Gagauzia. This party was ori-
entated towards Moscow. By early
1992, the central authorities from
Chisinau no longer exercised autho-
rity in Gagauzia or Transnistria.

Eventually, with changes within
the leadership of Moldova, the
Gagauz gave up on their original
claims and accepted the legal
authority of the Moldovan Par-
liament. In December 1994, the
Moldovan Parliament passed a Law
on the Legal Status of the localities
with a majority Gagauz popula-
tion. According to Article 1 (4) of
that Law, the Gagauz people en-
joy the right to self-determination,
should Moldova change its exist-
ing status of an independent coun-
try. Thus, under the 1994 Consti-
tution of the Republic of Moldova,
the Territorial-Administrative Unit
of Gagauzia obtained autonomy
without resorting to violence.

Under the provisions of the new
Constitution, the authorities con-
ducted a referendum in the five
regions populated by the Gagauz
in order to establish which locali-
ties would have the right to be-
come part of Gagauzia. The ref-
erendum also determined Comrat
to be Gagauzia’s capital. As a result
of the referendum, 30 communi-
ties joined Gagauzia: 12 from the
former Comrat district, 6 from the
Ceadir-Lunga district and 4 com-
munities from the Basarabeasca,
Taraclia and Vulcanesti regions.
The Bascan, the Chairperson of
the local executive power body,

elected through the direct vote, is
simultaneously a member of the
central government. According to
some experts, offering a territo-
rial autonomy instead of a cul-
tural one to these localities lead
to the aggravation of the isola-
tionist trends, to the prejudice as
regards the revival of the Gagauz
culture and unconditional obser-
vance of human rights.

During the early '90s, Gagauzia
and Transnistria formed a com-
mon bloc against Chisinau but
later the relationship between the
latter and Gagauzia improved.
The Moldovan political crises from
2000-2001 once again consolidated
the relations between Comrat and
Tiraspol. In July 2000, Gagauzia
opened an office in Transnistria
to officially represent Gagauz in-
terests in that region. In Decem-
ber 2001, both Gagauzia and
Transnistria voiced their calls for
the federalization of Moldova and
advocated for the creation of a
committee to develop a plan for
the separation of powers.

Although these two regions were
initially allied by historical circum-
stances, their more recent asso-
ciation is the result of political
convenience. They share an inter-
est in challenging the Republic of
Moldova. Both Gagauzia and
Transnistria have their own agen-
das and goals. The main question
is which political arrangement will
best serve the interests of the
people from the entire territory

of the Republic of Moldova?

Source: Adapted from Stephen R. Bowers, Marion T. Doss, Jr, Valeria Ciobanu. Gagauzia and Transdniestria: the Moldovan
Confederation Conundrum. The William R. Nelson Institute (WRNI) at James Madison University, 2002.
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employees, duties, rights, guarantees
and restrictions (the law is applicable
to the central and local levels). Civil
servants could be employed under a
semi-open career system, appointed
and/or elected. The status of civil ser-
vant is not offered to teachers and
members of the health-care profession.
The Office for Personnel Policy within
the State Chancellery is responsible
for civil servant issues, as well as for
the organization and coordination of
the process of selection, training and
evaluation of the public employees.

Although eight years have passed from
the adoption of the Law on Public Ser-
vice (1995), the process in practice is
only getting started. Political consid-
erations have dominated the civil ser-
vice, more than administrative ones.
In the Republic of Moldova, the civil
service continues to be politicized, and
the civil servant is often involved (with
or without their consent) in political acti-
vities. This is more discernible during
the electoral season. In this context,
corruptive activities, adoption of hasty
decisions and the dominance of per-
sonal over national interests are com-
mon. The image and credibility of the
civil servant undermines the confidence
of the citizen in the state institutions.
In his speech during one of the ses-
sions of the Parliament President of
the Republic of Moldova Vladimir
Voronin said that, “for many public
service continues to be a profitable
business and not an activity that pro-
motes national interests.”

Civil servants in the Republic of Mol-
dova are not protected against politi-
cal discretionary power, the frequent
reorganizations and restructurings of
the central and local public adminis-
tration bodies or the lack of career
paths. Although in theory the access
to civil service in the Republic of

Moldova is opened to each citizen
through a transparent and competi-
tive process, in practice the process is
more discretionary. The hiring and
promotion of civil servants often lacks
transparency, are not based only on
merit and competence and are influ-
enced by political factors. In many
cases, labor conditions for civil ser-
vants are difficult. Not only the use
of modern information technology is
restricted to those institutions that
have benefited from a substantial in-
ternational technical assistance, but
also training opportunities are limited.
Frequently, in the processes of civil
service management the basic prin-
ciples of human resource management
are neglected. Moreover, employment
opportunities for young professionals
are limited and qualified profession-
als are being lured to the private sec-
tors or opting to immigrate outside the
country.

Challenges in Fighting Corruption

It is widely recognized that corruption
is one of the most severe threats to de-
velopment and democracy, and there-
fore to good governance and human
development. After more than a de-
cade into the simultaneous political
and economic transition in the Repub-
lic of Moldova, new economic prac-
tices are being promoted and the state
is being restructured. In spite of those
efforts, boundaries remain murky,
both within governmental structures,
and between the public and private
dimension. As a result corruption has
developed new dimensions, reached new
heights and posed new challenges for
the Republic of Moldova. According
to recent studies conducted by Transpa-
rency International and the World Bank,
the Republic of Moldova has been cate-
gorized as a country with high levels
of corruption (see Box 3.3).

President of the Republic of
Moldova Vladimir Voronin
said that, “for many public ser-
vice continues to be a profi-
table business and not an ac-
tivity that promotes national
interests”

Corruption has developed new
dimensions, reached new heights
and posed new challenges for

the Republic of Moldova
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Box 33

Corruption Undermines
Human Development

“Political elites and their cronies
continue to take kickbacks at
every opportunity. Hand in glove
with corrupt business people, they
are trapping whole nations in
poverty and hampering sustain-
able development. Corruption is
perceived to be dangerously high
in poor parts of the world, but
also in many countries whose
firms invest in developing nations.
Corrupt political elites in the de-
veloping world working hand-in-
hand with greedy business people
and unscrupulous investors are
putting private gain before the
welfare of citizens and the eco-
nomic development of their coun-
tries. From illegal logging to blood
diamonds, we are seeing the plun-
dering of the earth and its people
in an unsustainable way,” said
Peter Eigen, Chairman of Transpar-
ency International, speaking at the
launch of the Corruption Percep-
tions Index 2002.

The Corruption Perceptions Index
2002, published by Transparency
International, the world’s leading
nongovernmental organization
acting in the field of fight against
corruption, ranks 102 countries.
Seventy countries, including many
of those most stricken by poverty,
score less than 5 out 10. Corrup-
tion is perceived to be especially
alarming in Indonesia, Kenya,
Angola, Madagascar, Paraguay,
Nigeria, and Bangladesh, countries

with a score less than 2. Countries
with a score higher than 9, with
very low levels of perceived cor-
ruption, are predominantly rich
countries, namely Finland, Den-
mark, New Zealand, Iceland,
Singapore, and Sweden. Taraclia
and Vulcanesti regions. The
Bascan, the Chairperson of the lo-
cal executive power body, elected
through the direct vote, is simulta-
neously a member of the central
government. According to some
experts, offering a territorial au-
tonomy instead of a cultural one
to these localities lead to the ag-
gravation of the isolationist trends,
to the prejudice as regards the re-
vival of the Gagauz culture and
unconditional observance of hu-
man rights.

During the early '90s, Gagauzia
and Transnistria formed a common
bloc against Chisinau but later the
relationship between the latter and
Gagauzia improved. The Moldovan

political crises from 2000-2001 once
again consolidated the relations
between Comrat and Tiraspol. In
July 2000, Gagauzia opened an of-
fice in Transnistria to officially rep-
resent Gagauz interests in that re-
gion. In December 2001, both Ga-
gauzia and Transnistria voiced their
calls for the federalization of Mol-
dova and advocated for the cre-
ation of a committee to develop a
plan for the separation of powers.

Although these two regions were
initially allied by historical circum-
stances, their more recent asso-
ciation is the result of political
convenience. They share an inter-
est in challenging the Republic of
Moldova. Both Gagauzia and
Transnistria have their own agen-
das and goals. The main question
is which political arrangement will
best serve the interests of the
people from the entire territory
of the Republic of Moldova?

Corruption Perceptions Index

Finland

9.7

USA 7.7

Belarus 4.8

Latvia 3.7 |

Russia 2.7

Romania 2.6

Ukraine 2.4

Moldova

Azerbaijan 2

Bangladesh

Source: Transparency International Corruption Perceptions Index 2002.

Moldovan citizens perceive
corruption as a phenomenon
that penetrates the basic in-
stitutional network, undermi-
nes governance, and decreases
the credibility of the state

Moldovan citizens perceive corrup-
tion as a phenomenon that penetrates
the basic institutional network, un-
dermines governance, and decreases
the credibility of the state. People in-
terviewed as part of several surveys
believe that corruption has increased
and that it has distorted the course

of economic and political develop-
ment (see Figure 3.2). In addition, they
believe that democratic and market
institutions, existing and under de-
velopment, have been established to
serve private interests and obtain
ownership rights, but not to serve
public interests.
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In the Republic of Moldova, many in-
dividuals, groups and firms in the pub-
lic and private sectors constantly con-
tinue to influence the design of laws,
regulations, decrees, and other govern-
ment policies to their own advantage.
Whether these happen in Parliament,
the executive or the judiciary, the pur-
pose is to achieve personal goals to
the detriment of the entire society. One
factor is the purposeful introduction
of imprecise and distorted text in the
official acts, which obstructs their
implementation. Several cases of the sale
and purchase of the normative acts and
of decisions in criminal and economic
courts, as well as illegal financing from
certain private economic groups and
political parties of election campaigns
were recorded.

Confronting corruption in the Repub-
lic of Moldova requires a more com-
plex approach that recognizes the di-
verse factors underlying the persis-
tence of corruption and provides a
foundation for tailoring effective strat-
egies. In as much as reforming public
administration and public finance
management are necessary measures
to combat corruption, efforts need to
be expanded to target broader struc-
tural relationships between the state and
civil society. During the decade, some
efforts in the Republic of Moldova have
focused on adjusting legislative frame-
works to the European standards, in-
cluding the adoption of the new Civil
and Criminal Codes. However, fewer
have been the specific efforts to tackle
structural relationships that contribute
to the level and profile of corruption.
The judicial system is one example,
where more than 40% of the decisions
are not executed and where the inde-
pendence of judges is generally consid-
ered weak. Similarly, the level of remu-
neration of the judges continues to re-
main relatively low, a fact that favors
rent seeking and disruptive activities.

Achieving a genuine and encompass-
ing public sector reform in the Repub-
lic of Moldova will require political will,
long-term planning and the commit-

Figure 32. Corruption in the Republic of Moldova
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ment of substantial resources. The pub-
lic sector reform experience of the Re-
public of Moldova has generated so
far three key lessons. First, that the
reform process should be conducted
within a framework of law. Second, that
the relationship between the adminis-
trative authority and the citizen should
not depend only on the will of the au-
thority but ought to be mediated by
legal principles and social activism. And
third, that in the process of reform each
administrative authority ought to be
subject to supervision by other authori-
ties to ensure accountability.

The Civil Society in the
Republic of Moldova

The Civil Society and

Good Governance

The ability of individual citizens and
civil society organizations to obtain in-
formation about government opera-
tions and the impact of particular gov-
ernment programs, policies, and deci-
sions represents a fundamental element
of accountable governance. So is also
the ability of the public to challenge
administrative actions, and to have a
say in the development of policies, laws,
and regulations.

Confronting corruption in the
Republic of Moldova requires
a more complex approach that
recognizes the diverse factors
underlying the persistence of
corruption and provides a foun-
dation for tailoring effective
strategies
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Box 34

Abstract from the
Speech of the President
of the Republic of
Moldova on
Nongovernmental
Organizations,

March 22, 2002

“.. I believe that it is high time
to ponder on the following: How
could state power bodies dramati-

cally improve their interaction with
non-governmental organizations, or
even delegate part of their respon-
sibilities [to the latterP Certainly,
provided the appropriate financial
means are allocated to them. These
are envisaged by the state budget
anyway, but are not always effici-
ently used. Frankly speaking, we
have to admit that non-govern-
mental organizations could carry
out much more effectively and even
at lower costs many of the tasks

Source: Civic Voice, volume 8, no. 2, March—April 2002

which the state cannot really deal
with for different reasons.

“The power should not hide from
people. Public hearings should be
organized on all important issues,
public opinion should be ana-
lyzed, and public committees
bringing together qualified ex-
perts should be created. These
things must be done at the Gov-
ernment, ministerial, municipal,
and rural levels.”

, pages 3—4.

The number of NGOs in the
Republic of Moldova has grown
steadily in the last decade, from
less than 50 in 1993 to nearly
2,800 in 2002

The role of Moldovan NGOs
in human development and in
the consolidation of good go-
vernance remains limited. Most
people think that NGOs can-
not influence decisions made at
either central or local levels

Non-government organizations can
have an important role in the mobili-
zation of social actors to participate
more efficiently and actively in the
political process. The number of NGOs
in the Republic of Moldova has grown
steadily in the last decade, from less
than 50 in 1993 to nearly 2,800 in 2002.
In spite of that growth, many NGOs
are still at a formative stage and are
not close to becoming more autono-
mous and self-sufficient. Most of the
non-government organizations involved
in activities with significant social im-
pact were created and are being sup-
ported only by foreign donors. Very
few NGOs exist in rural areas, the most
important ones being concentrated in
the capital city.

Similar to other countries under tran-
sition, Moldovan NGOs contribute to
accountable governance by raising the
level of transparency and availability
of information regarding government
activities. For example, the issue of pro-
moting public interests represents a
special topic at the forum of Non-Go-
vernmental Organizations of the Repub-
lic of Moldova, organized once every two
years by the Non-Governmental Orga-
nizations Council, with financial sup-
port from the World Bank, the Soros
Foundation—Moldova, and other in-
ternational and local actors. NGOs
actively participated in the develop-
ment of the Economic Growth and
Poverty Reduction Strategy Paper
formulated with the financial support

of WB, UNDP and other donors. Some
NGOs carry out forecasting and pub-
lic policy analysis activities. The In-
stitute of Public Policies, the Centre
for Strategic Studies and Reforms, the
Institute for Development and Social
Initiatives, Transparency International
Moldova, the Centre of European For-
mation, the Association for Participa-
tive Democracy Development, and other
are beginning to assume the role of
experts in national economic and po-
litical issues. In this capacity, they work
in the field of public policies and par-
ticipate in policy analyses, development
of policy alternatives and recommen-
dations. In addition, they are quickly
acquiring the capacity to monitor the
implementation of policies and to play
a strategic role in the organization of
public forums and debates.

However, the role of Moldovan NGOs
in human development and in the con-
solidation of good governance remains
limited. Most people think that NGOs
cannot influence decisions made at ei-
ther central or local levels. The find-
ings of the 2001—2003 Public Opinion
Barometer Surveys based on represen-
tative national samples demonstrated
that this opinion is shared by over 70%
of Moldovans. Although, as mentioned
before, there are about 2,800 NGOs in
Moldova, few are directly involved in
human development and good gover-
nance issues. About two thirds of ex-
isting NGOs operate in education, re-
search, sports, culture, and medicine.



53

Strengthening the Conditions for Good Governance and

Human Development in the Republic of Moldova

Generally, the activity of Moldovan
NGOs is characterized by two essen-
tial features: (1) structuring an advo-
cacy role, focusing on monitoring the
implementation of existing laws and
on proposing new legislative initiatives
and institutional reforms; and (2) rais-
ing citizens’ awareness of their uni-
versally recognized political, economic,
and social rights. Because social trans-
formation in the Republic of Moldova
is relatively slow, and ministries, de-
partments, and local public adminis-
tration bodies are still passive, non-
governmental organizations often as-
sume the role of leaders in develop-
ing and promoting public policies.

Despite their achievements, NGOs have
not yet become a powerful social force.
Some of them still lack confidence and,
thus, their capacity to join efforts with
others is limited.

There are still many obstacles to over-
come for a broader participation in
the Republic of Moldova, including
traditional and regional social hierar-
chies, inequalities between social
classes and gender groups, ethnic into-
lerance, exclusion of vulnerable groups,
centralistic political system, and privi-
leged relations between and among
certain social groups.

The transition to a new way of life has
to promote new ways of interaction
between different socio-political actors,
so that citizen participation in public
life is strengthened in the context of a
continuous process of democratization
of society. Regretfully, a model of citi-
zen participation in Moldova is still
limited and characterized by three
deficiencies: 1) lack of social responsi-
bility for the community, 2) lack of
clear understanding of rules and rights,
and 3) lack of legitimacy to citizens’
role in community life. Until now, no
efficient methods of cooperation be-
tween central and local public admin-
istration bodies and the more dynamic
NGO sector have been implemented
(see Box 35).

Civil Society and the Mass Media

The essential role of mass media in
societies in transition has been widely
recognized, as a means of disseminat-
ing information, reflecting public opin-
ion and social integration. During the
last decade, public opinion about the
media in the Republic of Moldova has
been mixed, with both negative and
positive elements. The mass media has
been rated to be relatively free, al-
though in comparison with other Cen-

Because social transformation in
the Republic of Moldova is re-
latively slow, nongovernmental
organizations often assume the
role of leaders in developing
and promoting public policies

Until now, no efficient methods
of cooperation between central
and local public administra-
tion bodies and the more dy-
namic NGO sector have been
implemented

During the last decade, public
opinion about the media in the
Republic of Moldova has been
mixed, with both negative and
positive elements

Box 35

The Forum of Non-
Governmental
Organizations of the
Republic of Moldova

Concept. The Forum of Non-Govern-
mental Organizations of the Re-
public of Moldova is a democratic
participation structure of NGOs
that is called on to analyze, dis-
cuss, and formulate recommenda-
tions on important issues facing
the Republic of Moldova in gen-
eral, and the civil society in par-
ticular.

Purpose. To strengthen the efforts
of civil society in support of the
democratization process in the

Republic of Moldova.

Context. The forth Forum was or-
ganized in 2003, when the envi-
ronment in which NGOs were
operating was rather specific. On
the one hand, dialogue with pub-
lic structures was more extensive;
on the other hand, the role of the
associative sector in society was
understood differently, with the
opinions often being totally op-
posite. The efforts of NGOs to
eradicate problems facing com-

munities in which they functioned
were recognized to the extent that
these efforts went along with the
initiatives of the government.

The current situation in the coun-
try requires strong and well-de-
fined attitudes from the third sec-
tor on the fundamental issues fac-
ing society complemented by
comprehensive recommendations
on how to effectively address
these issues. It also calls for the
greater NGO involvement that
responds to citizens’ expectations
and acts against antidemocratic
practices.

Source: The Non-Governmental Organizations Council of the Republic of Moldova, 2003.
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Public Opinion Barometer Sur-
veys indicate that most of the
population of the Republic of
Moldova receives current infor-
mation by TV or radio

The legal framework for the mass
media activity in the Republic
of Moldova is still vague

tral and Fastern European transition
countries, it is less free from political
influence. Most Moldovan journalists
would not deny that in order to pro-
vide correct information, a certain
degree of freedom is required. At the
same time, they state that there is pres-
sure, and that censorship has not been
completely removed, especially for
topics pertaining to Gagauzia and
Transnistria.

In the Republic of Moldova, consump-
tion of information is not very high,
and access to information is limited,
especially in the rural areas, where the
number of subscribers to periodicals
is finite. Current information does not
reach some areas at all. Public Opin-
ion Barometer Surveys indicate that
most of the population of the Repub-
lic of Moldova receives current infor-
mation by TV or radio (see Figure 3.3).
Only 13% of people read books, and
14% read newspapers every day.

According to the 2001-2002 Mass Me-
dia Guide of the Republic of Moldova, of
the 65 radio and television frequen-
cies 10 broadcasted mainly Russian
programs, 11 mainly Romanian pro-

Figure 33. Media Preferences in the Republic of Moldova
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grams, 9 mainly local programs and
35 broadcasted international programs.
Moreover, according to the Depart-
ment of Statistics and Sociology of
the Republic of Moldova in 2001, there
were 233 existing newspapers with an
accumulated annual print rate of nearly
45 million copies. Similarly, 80 maga-
zines were published in the Republic
of Moldova in 2001 with an accumu-
lated total annual print of nearly 2
million copies. Taking into account the
population of the Republic of Moldova
(4.3 million), the per capita consump-
tion of reading materials is relatively
low, 10 newspapers and 0.5 magazines
per inhabitant respectively.

During the controversial socio-politi-
cal events of 2001-2002, the Republic
of Moldova’s mass media attempted
to reaffirm its independence but was
caught in the political game and the
government managed to silence the
most critical aspects. Although the
government has loosened its grip on
media, especially in the written press,
it still tightly controls Teleradio
Moldova, the only countrywide radio
and television operator.

The legal framework for the mass
media activity in the Republic of Mol-
dova is still vague. According to the
results of several surveys published
by the analytical magazine Mass-Me-
dia in Moldova, about 50% of journal-
ists believe that they are not protected
against persecution, threats, or pres-
sure. In the opinion of journalists, pub-
lic institutions that do not provide
information about their activity are
the Government (26% of respondents),
the Presidency (25%), and central and
line public authorities (25%). The Par-
liament (only 9% of respondents indi-
cated that they did not receive access
to required information) and local
public authorities (7%) are considered
to be most open. An overwhelming
majority of the respondents identified
three key issues in which an appro-
priate level of transparency did not
exist: 1) the use of funds obtained from
abroad, 2) corruption allegations and
3) the use of budgetary resources.
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Moreover, the results of the survey
indicate that Moldovans perceived
that most public officials were reluc-
tant to talk or discuss topics related
to privatization issues, salaries and
privileges. When respondents were
asked to name the institution in the
Republic of Moldova that used mass
media to manipulate public opinion,
an overwhelming majority of respon-
dents mentioned the political parties.

As emphasized in the 2002 Human
Development Report, a free media can
play at least three crucial roles in pro-
moting democratic governance and
development. First, it could act as a
civic forum, giving voice to different
parts of the society and enabling de-
bate from all viewpoints. Second, it
could act as a mobilizing agent, facili-
tating civic engagement among all sec-
tors of society and strengthening chan-
nels of public participation. And third,
it could be a watchdog checking the
abuses of power, increasing govern-
ment transparency and holding public
officials accountable for their actions
in the court of public opinion.

The past decade has seen an evolution
of media in the Republic of Moldova.
Some economic and political reforms
have begun to loose restrictions on
the media, including censorship and
ownership controls. There are also
constitutional and some legal guaran-
tees of freedom of speech and infor-
mation. But there is still room for more
progress, not only at the legal level,
but also in the journalists’ mentality.
This requires greater efforts to pro-
mote more ethical standards, especially
through open debate and dialogue
between government official and the
public. Similarly, NGOs could facili-
tate more partnerships between soci-
ety and the media.

Cultural Values and
Traditions as Preconditions
for Governance and
Human Development

Most countries today are culturally
diverse. According to recent estimates,
the world’s more than 180 indepen-

dent states contain over 600 living lan-
guages, and 5000 ethnic groups. In
very few countries can the citizens be
said to share the same language or
belong to the same ethno-national
group. This diversity gives rise to a
series of important and potentially
divisive questions. Minorities and majo-
rities increasingly clash over such is-
sues as language rights, regional au-
tonomy, political representation, edu-
cation curriculum, land claims, immi-
gration and naturalization policy, na-
tional symbols and public holidays.
From a human development perspec-
tive, finding morally defensible and
politically viable answers to these is-
sues is the greatest challenge facing
democratic governance today.

The domain of culture, complex and
ever changing, is often considered
marginal relative to more known de-
velopment factors such as economic,
legal, or health care. In reality, how-
ever, the development of a coherent,
fair and balanced cultural policy con-
stitutes one of the most complex and
challenging areas for democratic gov-
ernance.

The United Nations Educational, Sci-
entific and Cultural Organization
(UNESCO) defines culture as “the set
of spiritual, material, intellectual and
emotional distinctive features that
characterize a society or a social
group.” It embraces, besides arts and
literature, the life styles, the basic hu-
man rights, the values, traditions and
beliefs. Thus the emphasis of the cul-
tural dimension on development en-
courages the creative energies of the
citizens.

Undoubtedly, the cultural dimension
cannot be tackled just like any other,
since it represents the fundamental
reference for measuring and compar-
ing the significance of the other fac-
tors. Thus no development or gover-
nance strategy could be genuine and
sustainable unless it takes into account
the essences of the community and

About 50% of journalists be-
lieve that they are not protec-
ted against persecution, threats,
or pressure

A\ free media could act as a civic
forum, giving voice to different
parts of the society and enabling
debate from all viewpoints

The development of a coher-
ent, fair and balanced cultural
policy constitutes one of the
most complex and challenging
areas for democratic governance
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Several laws favoring the deve-
lopment of culture have been
adopted in the Republic of
Moldova

Translating commitments into a
sustainable strategy favoring
cultural deve|opment requires
adequate financing and mana-
gement

society. Nicolae lorga’s' statement that
“without a cultural banner a people is
not an army, but a crowd,” supports
the idea of a culture that defines a
society as an entity, brings it together,
challenges and inspires individuals to
mobilize towards progress and aspi-
rations. Emphasizing the cultural di-
mension of development can also en-
courage synergies, as well as the nec-
essary creativity to find innovative
solutions. A growing number of schol-
ars, journalists, politicians and devel-
opment practitioners are focusing on
the role of cultural values and atti-
tudes as facilitators of, or obstacles
to, progress. Traditions, music, politi-
cal culture and attitudes towards hu-
man rights, all are cultural expressions
that reflect the current reality in the
Republic of Moldova.

Different Dimensions of

Moldovan Culture

Several laws favoring the development
of culture have been adopted in the
Republic of Moldova in the course of
eleven years of independence. How-
ever, translating such commitments
into a sustainable strategy favoring
cultural development requires also
adequate financing and management.

At present, the Ministry of Culture is
the main government institution in
charge of managing the cultural patri-
mony of the country. Libraries, “houses
of culture” and/or cultural clubs, cin-
emas, recreation centers, artistic cen-
ters, museums and educational estab-
lishments, theaters, the opera, and the
circus are some of the public means
through which culture is disseminated
in the Republic of Moldova.

Music has always had a special place
in the cultural life of the Republic of
Moldova, especially folk music. Clas-
sical music is also an important part

Distinguished personality of the Romanian culture, born in 1871 in Botosani,

brutally assassinated by the far-right nationalists of Iron Guard in 1940. A
historian of European class, politician, poet and literary critic, he published
about 1250 volumes and 25,000 articles.

of the culture. The concert activity at
the national level is promoted through
three main institutions valued by the
public: the National Philharmonic Hall,
the Organ Hall and the National Pal-
ace. Regretfully, during the last years
the prices of tickets increased due in
great part to constraining economic
conditions. Similarly, foreign perform-
ers no longer come with concerts to
Chisinau as often as they used to, and
tours to rural areas are no longer prac-
ticed. Many of the talented instrumen-
talists left the country.

The Republic of Moldova has an im-
pressive number of public libraries. In
2002, there were about 1400 libraries,
two of which were within the compe-
tence of the Ministry of Culture. Dur-
ing 2000-2002, the number of registered
library subscribers increased from
1,045,800 to 1456,600, and the number
of books and magazines borrowed by
readers increased from 5836 to 6,305
copies per 1000 inhabitants, respectively.
Unfortunately, in recent years, some
public libraries were merged or closed,
especially in small villages.

In the Republic of Moldova, the folk
culture infrastructure has always been
important, targeting traditions, crafts
and artistic expressions. The Union of
Folk Craftsmen carries out a lot of
activities. In rural areas public admin-
istrations sponsor numerous amateur
artistic competitions. There are several
important festivals such as the Vai
sarmanaturturica,the Nufarul alb,and the
Lavatra horelor. These festivals promote
the Moldovan culture of the Republic
of Moldova and common values of Mol-
dovans. They are an expression the na-
tional cultural identity.

The theatre has evolved in Moldova,
but there are still many difficulties in
the cinema development. Between 1950
and 1990, 3-4 movies, 4-5 animated car-
toons, 25 documentaries, 12 news reviews,
and 6 satirical journals were released
every year, but in the past few years,
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only a few movies were produced.
People have limited opportunities to
watch big-screen movies there is no
developed network of cinemas any more.
A few cinemas of Moldova the major-
ity of which are located in the capital
city mostly show Russian language mo-
vies, with some rare exceptions.

One of the key problems in the area
of culture in the Republic of Moldova
is lack of financial resources and the
involvement of political forces in the
creative activity. The main sources of
funding for cultural institutions are the
central and local budgets. Allocations
from the central state budget directed
to cultural activities are steadily de-
creasing and their share in the GDP
dropped from 08% to 0.5% during
1997-2001. A large portion of financial
resources are spent to organize cul-
tural events in the capital city, with
other parts of the country receiving
approximately six times fewer re-
sources. A decrease in the central
budget financing was not offset by
additional allocations from the local
budgets or resources from the private
sector. Investments and sponsorships
provided by prosperous private en-
terprises are insignificant, mainly be-
cause of ambiguities in the fiscal sys-
tem and the indifference of public
servants. In 2002, the average monthly
salary in the cultural field was 410 lei
(US$30), which made about 40% of the

average monthly salary in Moldova.

Political Culture Assertion in

the Republic of Moldova

It is well known that the success of de-
mocratic governance depends, among
others, on the organizational skills of
political parties, their ability to meet
people’s needs and their political cul-
ture. The Republic of Moldova has been
experiencing a transition process, from
a command economy and overly au-
thoritarian politics to democracy for
over a decade and the appearance of a
multiparty was a large part of that on-
going process.

Until now, the party system in the
Republic of Moldova has not been able
to fully fulfill its functions of political
education and mobilization of citizens
for the achievement of the set objec-
tives. Neither are they sufficiently open
and transparent in their political com-
mitments. Very often charismatic and
authoritarian leadership drives the
party loyalty more than a sound so-
cial development program or a coher-
ent political doctrine. Many political
leaders do not promote clear concepts
and ideologies. Displaying the so-called
political centrism is more of an electo-
ral move than a conscious decision in
favor of change. It is not a coincidence
that practically all political parties that
have ruled the country during the last
decade have publicly declared them-
selves centrist, center-rightist or cen-
ter-leftist parties.

The failure of the political center to effec-
tively deal with problems facing the
country and the doctrinal inconsis-
tency of different political parties cre-
ated understandable confusion among
common citizens. The Public Opinion
Barometer Surveys carried out dur-
ing 2000—2003 indicate that most Mol-
dovan citizens have very little confidence
in political parties. Thus, the percent-
age of people who trust political par-
ties does not exceed 25%, and more
than two thirds of the population doubt
the ability of political parties to meet
existing requirements (see Figure 34).
About 50% of respondents answered
that political parties were interested in
their own agendas. Only 6% of respon-
dents believe that political parties are
concerned with the well being of the
population. The lack of confidence in
political parties feeds nostalgia for the
totalitarian past. As a result, when asked
to choose the type of political system
most suitable for the Republic of Mol-
dova, almost half of the interviewees
chose a one-party system.

The effective promotion of account-
able governance in the Republic of

One of the key problems in the
area of culture in the Republic
of Moldova is lack of financial
resources and the involvement
of political forces in the cre-
ative activity

The failure of the political cen-
ter to effectively deal with prob-
lems facing the country and the
doctrinal inconsistency of diffe-
rent political parties created un-
derstandable confusion among
common citizens

Success of democratic gover-
nance depends, among others,
on the organizational skills of
political parties, their political
culture and their ability to meet
people’s needs

The effective promotion of ac-
countable governance in the Re-
public of Moldova is tightly con-
nected with the creation of a more
viable political culture that gua-
rantees citizens’ participation
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Figure 34. Degree of Confidence in Political Parties
in the Republic of Moldova
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O A lot and more

Note: Differences up to 100 percent represent the lack of answer.
Source: Public Opinion Barometer Surveys, 2000-2003.

A dramatic decrease in living
standards and the severe con-
sequences of internal conflicts
have all been factors that have
affected the conscience of the
majority of citizens and have
given rise to doubts about the
possibility of positive changes

Human deve|opment in the Re-
public of Moldova has been
slowed by the insufficient qua-
lity and promptness of political
decisions, bureaucratic obstac-
les, and the way delicate eth-
nic and territorial issues were

handled

Moldova is tightly connected with the
creation of a more viable political
culture that guarantees citizens’ par-
ticipation. The collapse of the non-
democratic regime in 1990, the decla-
ration of independence and interna-
tional recognition of the Republic of
Moldova were all decisive factors to
start a process of transition, in both
the institutional as well as the cultural
dimensions. To a certain extent, the
handling of the delicate linguistic is-
sue, the granting of citizenship to all
persons living in the territory of the
Republic of Moldova who came from
other regions of the former Soviet
Union, and the unrestricted participa-
tion of all citizens in the process of pri-
vatization of state property, has con-
veyed adherence by the government
to human development principles.

In spite of some positive developments,
creating favorable conditions for good
governance and human development
in the Republic of Moldova has been a
difficult task. In part the process has
been slowed by the insufficient qual-
ity and promptness of political deci-
sions, bureaucratic obstacles, and the
way delicate ethnic and territorial is-
sues were handled. Existing difficul-

ties can also be explained by the lack
of a civic and political culture capable
of engaging the government and po-
litical parties. By all accounts, paro-
chial elements dominate the political
culture in the Republic of Moldova.
They manifest themselves through the
fact that a rather large number of citi-
zens continue to avoid associating
with political parties or even among
themselves in civil society organiza-
tions. Also, there seems to be a mis-
understanding among citizens about
the interdependence between their per-
sonal level of political activism and the
quality of governance.

A dramatic decrease in living standards,
the loss of savings at the Savings Bank
of the former Soviet Union, and the se-
vere consequences of internal conflicts
have all been factors that have evi-
dently affected the conscience of the
majority of citizens and have given rise
to doubts about the possibility of posi-
tive changes. Since 1990, nine election
campaigns were organized in the Re-
public of Moldova, but various circum-
stances undermined their value. In accor-
dance with the Election Code, Parlia-
mentary elections are carried out based
on the proportional system, with the
entire territory of the country being
declared as one electoral constituency.
This system allows the creation of a
legislative body, based on political af-
filiation as the major criteria. Only the
political parties and independent can-
didates that meet the minimal thresh-
old requirements of representation can
accede to the legislative body. Initially
the minimal threshold was 4%, but
more recently it has been increased to
6% which created a favorable situa-
tion for populist parties. This increase
has led to the ratio of votes in the Par-
liament to be unrelated to the options
of the electorate. The distribution of
the remaining mandates only among
the electoral competitors that passed
the relevant threshold in 2001 unjustifi-
ably tilted the balance of power in fa-
vor of one single political formation.
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Strengthening Condition
for Tolerance, Human
Rights and Rule of Law

Throughout most of its history the
Republic of Moldova has been a
multiethnic society. For example, in
the nineteen century when Basarabia
was part of Russia, its southern regions
were settled by the Germans, Gagauz
and Bulgarians and the rest of the
territory by Russians and Ukrainians.

Until the collapse of the Russian Em-
pire in 1917, the “russification” of all
ethnic groups in Basarabia had been
an official policy. This included Rus-
sian as the only official language. Be-
tween 1918-1940, when Basarabia was
part of Romania, ethnic and language
situation improved. Better conditions
were created to incorporate the Ro-
manian language into educational pro-
grams and official use. The govern-
ments of that period were more respon-
sive to the needs of all ethnic groups
in the territory.

After the instauration of the Soviet
regime, more restrictive language and
ethnic policies were implemented and
were based on false scientific data and
open or hidden repressions. The Rus-
sian language was introduced into all
areas of social life as the only official
language, while the Romanian lan-
guage was marginalized. Romanian
language schools existed mainly in
rural areas, and there were no schools
teaching in the Ukrainian, Gagauz, or
Bulgarian languages.

Since the declaration of independence
in 1991, considerable efforts have been
made in the Republic of Moldova to
improve the inter-ethnic relations, and
create conditions for unrestricted de-
velopment of every citizen regardless
of her/his ethnic, linguistic or religious
affiliation. One key policy instrument
was the Law on Citizenship, which
provided Moldovan citizenship to all
persons permanently residing in the
territory of Moldova at the time of
the declaration of independence, re-
gardless of their ethnic origin and time
of arrival

The Laws which declared the Moldovan
(Romanian) language as the official
language and allowed the return of
the Latin alphabet not only restored
the rights of the majority of the popu-
lation to use their native language but
also created conditions for the free
development of other languages spo-
ken in the Republic of Moldova (Rus-
sian, Ukrainian, Gagauz, and Bulgar-
ian). These Laws also defined the spe-
cial status of the Russian language as
“the language of communication among
the nations of the former USSR”.

The Law on Education stipulates the
right of every child to receive educa-
tion (at any level) in the mother tongue
is also important. The Ministry of Edu-
cation reports that at present, 72% of
students in the Republic of Moldova
are educated in the Romanian language,
22% in Russian, 4% in Gagauz, and
1% study in Ukrainian and Bulgarian.

Despite efforts made and successes
attained, the issues of language and
ethnicity are not fully resolved yet.
The new state inherited from the
former Soviet Union a few compli-
cated historical problems that are dif-
ficult to solve because of the unfavo-
rable political environment. The com-
plexity of the national development
tasks, the need to comply with Euro-
pean standards, and the Gagauz and
Transnistrian disputes have required
considerable efforts on behalf of the
Government and made the process of
consolidating the political society of
the Republic of Moldova slower and
more challenging. The creation of a
more tolerant environment, an uncon-
ditional commitment to observe hu-
man rights, and the consolidation of
the rule of law implies gradual but
steady progress. Achieving these goals
will require attention to key policy
areas such as the harmonization of
the interests of the majority and mi-
norities, promoting linguistic diversity
and values leading to the strengthen-
ing of the Moldovan/Romanian cul-
tural identity, more access to infor-
mation and designing and designing

Despite efforts made and suc-
cesses attained, the issues of
language and ethnicity are not
fully resolved yet

Since the declaration of inde-
pendence in 1991, conside-
rable efforts have been made
in the Republic of Moldova to
improve the inter-ethnic rela-
tions, and create conditions for
unrestricted development of
every citizen regardless of her/
his ethnic, linguistic or religious
affiliation
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Continuing to institutionalize
democratic values, practices and
principles in every aspect of
the society is at this juncture

a key goal for the Republic of
Moldova

and implementing a positive image for
the Republic of Moldova.

It is clear from the experience of the
Republic of Moldova that there is no
simple set of guidelines for countries
embarking on the difficult path of tran-
sition. In this situation political leaders
cannot make a choice to delay either
the reform process or the process of
nation building. Tolerance, human
rights and the rule of law are human
development aspirations that emerge
from the natural dynamics of demo-
cratic life, with strengthening the con-
ditions for good governance and hu-
man development being central to the
larger process of transition and nation

building.

Continuing to institutionalize democra-
tic values, practices and principles in
every aspect of the society is at this junc-
ture a key goal for the Republic of Mol-
dova. Democratic governance should

contribute to the resolution of internal
conflicts as well as to the sustainable
economic growth through the promo-
tion of social peace, harmonization of
political interests, development of hu-
man potential, and elimination of
grounds for eventual ethnic or linguis-
tic conflicts. Democratic institutions and
practices could strengthen the capac-
ity of political forces to prevent the emer-
gence and/or consolidation of authori-
tarian regimes.could strengthen the ca-
pacity of political parties to prevent
the creation and/or consolidation of
authoritarian regimes. could strengthen
the capacity of political parties to pre-
vent the creation and/or consolida-
tion of authoritarian regimes. There are
some policy areas, which will help to
build a stronger, durable and inclusive
democratic society, one that is more res-
ponsive to reality and more accountable
to ordinary people.



61

Chapter 4. Key Human
Development Policies in
the Republic of Moldova

Human development in its fullest sense
requires democratic governance. Achie-
ving human development also depends
on avoiding protracted conflicts. In the
three previous chapters, it was shown
that the quality and effectiveness of go-
vernance could enhance the decision-
making capacity of the Republic of Mol-
dova in strategic areas that are vital to
the process of human development.

In this Chapter several policy areas that
could be targeted as part of a broad
human development strategy are iden-
tified. There is no simple, universal
blueprint for implementing human
development policies. Government and
civil society in the Republic of Mol-
dova will have to work together to de-
sign the most appropriate mix of poli-
cies to prevent conflict, strengthen
governance and reduce poverty.

Economic Policies:
Strengthening the
Financial and Business
Environment

Creating a Favorable

Business Environment

Economic growth is one of the key
factors of, and for, human development.
A prerequisite for such growth is an
adequate institutional framework. Evi-
dence from experiences across the world
suggests that strong rule of law and
reduction of corruptive practices can
contribute to the country’s economic
development. Efficient functioning of the
legal system, the creation of a business
environment based on equity, guaran-
teed ownership rights, and adequate
fiscal policies stimulate companies to
invest and develop.

In 2000-2002 the privatization process
in the Republic of Moldova began to
show some results. A limited economic
growth was registered. The share of
the private sector in the gross domes-
tic product (GDP) exceeded 50% (see
Figure4.1). The percentage of the popu-

lation employed in the private sector
reached an average of 72% (56% in
industry, 76% in construction, and 98%
in agriculture). The average salary of
employees of private joint enterprises
is almost twice as high as that in the
public sector and 15 times higher than
at enterprises with mixed public-private
ownership. In addition, there was a signi-
ficant increase in the monthly salaries
at private agricultural enterprises.

Out of approximately 314,000 Moldovan
companies, only 4,300 (13%) are public.
The others are private, joint, or foreign
companies. Most private companies have
been created recently. During 1998-2002,
the number of private startups increased
by about 20%.

Government and civil society
in the Republic of Moldova
will have to work together to
design the most appropriate
mix of policies to prevent con-
flict, strengthen governance
and reduce poverty

Figure 41 The Share of Private Sector in the Gross Domestic
Product of the Republic of Moldova, 1995-2002
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Source: Department of Statistics and Sociology.

The statistical trends hide the num-
ber of private businesses that were
pushed out of the formal economy.
This withdrawal is caused by several
complex factors one of them being
the increased costs related to starting
and developing a business. Recent
studies conducted by local and inter-
national organizations point to exces-
sive regulatory requirements imposed
on new businesses in the form of reg-
istration, issuing of licenses and cer-
tificates (see Box 4.1). On average, it is
estimated that in the Republic of
Moldova it takes as many as 40 days
and as much as US$2,000 to start a
business or to register an existing

In 2000-2002 the privati-
zation process in the Repub-
lic of Moldova began to show
some results. A limited eco-
nomic growth was registered.
The share of the private sector
in the gross domestic product

(GDP) exceeded 50%

On average, it is estimated that
in the Republic of Moldova it
takes as many as 40 days and
as much as US$2,000 to start
a business or to register an exis-
ting business
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Box 41

Doing Business in the
Republic of Moldova

The World Bank conducted a
business survey in the Republic
of Moldova in 2001. The survey
demonstrated that the private sec-
tor is subject to excessive state
regulation. This premise is un-
equivocally born out by the com-
parison of the business climate in
the Republic of Moldova with that
of other countries in the region
(ie, Armenia, Belarus, Bulgaria,
Georgia and Ukraine), where simi-
lar polls have been recently con-
ducted. In all areas covered by
the survey, Moldovan entrepre-
neurs are markedly worse off than
their colleagues in other countries
in the region. Main areas of con-
cern were: business registration
and licensing procedures. In ad-
dition, as compared to other coun-
tries, there are more customs re-

quirements in Moldova, and their
costs are very high.

With the exception of Georgia,
which is considered the most cor-
rupt former Soviet Union coun-
try, the official and unofficial costs
related to economic activities are
highest in the Republic of
Moldova. According to the find-
ings of the study, the Republic of
Moldova is the second most cor-
rupt former Soviet Union coun-
try after Georgia.

Conditions are better for indi-
vidual entrepreneurs who do not
have employees - the larger the
enterprise, the stricter the state
control. Business regulatory envi-
ronment seems to be designed in
such a way as to hobble the growth
of private companies.

The most vexing problem re-
ported by the polled entrepreneurs
is the fluid business-related legis-
lation, in particular the retroac-

tive introduction of legal acts that
worsen the operating conditions
of private businesses. Consequently,
companies are unable to chart
long-term development strategies
and are forced to assume much
bigger risks. This, in turn, is the
primary cause of the Moldovan
businessmen’s unwillingness to
invest in the expansion of their
enterprises. This unfriendly envi-
ronment also makes it virtually
impossible for local companies to
secure a reliable foreign partner
because the formidable red tape
and excessive state interference
discourage even the most daring
investors.

The survey results clearly dem-
onstrate that if the negative trends
in the private sector development
currently evident in Moldova are
to be reversed, urgent measures
are to be undertaken in import-
export, certification, fiscal admin-
istration and inspection fields.

Source: The World Bank, Costs of Doing Business in the Republic of Moldova (A Country Study), 2000.

Countries that are using tech-
nology for development have
made spectacular gains in hu-
man skills in the past few de-
cades

business. Similarly, it is estimated that
state agencies conduct business inspec-
tions on average nearly 17 times per year.
The cost if these inspections average

Figure 42. Undergraduate Students in Technical Fields
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the Post-Washington Consensus, WIDER Annual Lectures 2, 1998.

nearly US$1500 per enterprise. Elimi-
nating these and other obstacles would
improve growth by as much as 7%.

Expanding Investment in Human Skills
and Technologies for Development

Countries that are using technology for
development have made spectacular
gains in human skills in the past few
decades. For example, tertiary gross
enrolment rates in South Korea rose
from 15% to 68% between 1980-1997, and
34% of that enrolment was in science
and mathematics, well above the Or-
ganization for Economic Cooperation
and Development (OECD) countries
(28%). Because the investments in re-
search and development, as well as
investments in education and technol-
ogy, are risky and often do not gener-
ate immediate benefits, the state must
play a decisive role. In the case of the
Republic of Moldova, expanding invest-
ment in human skills and technologies
has not been a priority (see Figure4.2).
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Stimulating Macroeconomic Policies
Because the macroeconomic context
in the Republic of Moldova is not yet
totally stable, especially in relation to
inflation, many economic agents do
not have access to the necessary me-
dium- and long-term investment cred-
its. Similarly, an economy with a high
level of risk is less attractive to both
local and foreign investors. One way
of overcoming this obstacle is to con-
tinue to control and reduce inflation,
reduce interest rates and increase the
total volume of credits both in na-
tional and foreign currency. Another
more radical way would be to reduce
taxes and duties, as well as increase
governmental expenditures on capi-
tal investments.

A decrease of the fiscal burden would
contribute to the reduction of prices,
inflation and interest rates, and would
lead to an increase in consumption and,
in turn, investment. The experience of
Kazakhstan is an example, which helps
to illustrate how tax reductions can
help macroeconomic indicators. In 2001
Kazakhstan reduced the income tax
from 26% to 21% and the Value Added
Tax (VAT) from 20% to 16%. Starting
in 2002, Russia (which is the main com-
mercial partner of the Republic of Mol-
dova) unified income tax at 13%.

Experience has shown that stimulat-
ing tax policy, reducing taxes and
duties must be accompanied by an
intransigent fight against tax evasion,
smuggling, informal economy and
corruption.

Educational Policies:
Reconsidering Education
in the Republic of Moldova

Public education in the Republic of
Moldova is free, guaranteed by the
state and accessible without any dis-
crimination based on ideology, politi-
cal affiliation, religion, race, or nation-
ality. During 1998—2002, new curricula
for primary and gymnasium educa-
tion were developed and implemented
with the support of the World Bank.

The basic activities of the education
reform in the Republic of Moldova
aimed at:

= Promoting access to, and retention
in primary and gymnasium educa-
tion of poor children;

u Increasing the overall compulsory
education enrollment rate;

m Reviewing the structure of the sec-
ondary education system in order
to make it more appropriate to cur-
rent demands in the labor market
and identifying measures for im-
proving the quality of secondary
schooling;

= Developing a modern education
management system.

In spite of the ongoing reform effort,
the Republic of Moldova has not de-
veloped yet a coherent education
policy, as a legally binding instrument
that would be effective regardless of
changes in government. The share of
public expenditures earmarked for
education has been declining in the
Republic of Moldova and there is an
urgent need to increase the efficiency
of the use of these funds (see Figure

Key Human Development Policies in the Republic of Moldova

Because the macroeconomic
context in the Republic of Mol-
dova is not yet totally stable,
especially in relation to infla-
tion, many economic agents do
not have access to the neces-
sary medium- and long-term
investment credits

In spite of the ongoing reform
effort, the Republic of Moldo-
va has not developed yet a
coherent education policy, as a
legally binding instrument that
would be effective regardless
of changes in government

Figure 43. The Share of Public Expenditures on Education, 1995-2002
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4.3). There are also a number of areas
where strategic interventions are vital
including children’s access to preschool
educational programs, improving
learning conditions for institutional-
ized children, supporting small rural
schools, and supplying manuals and
didactic materials.

During 1998-2002, new
curricula for primary and gym-
nasium education were devel-

oped and implemented with
the support of the World Bank



64

Children’s Access to Preschool
Educational Programs
In the Republic of Moldova, access to
education programs for children be-
tween 0 and 7 years old was ensured
through preschool educational insti-
tutions such as nurseries for children
from 15 to 3 years old, and kindergar-
tens for children from 3 to 7 years old.
Over the last six years, the number of
) preschool institutions was reduced by
e ncersartens 00 1 29%, from 1680 in 1995 to 1192 in 2002
mainly because of the lack of  (see Table4.1). Most rural kindergartens
resources to ensure heating do not operate during winter months,
mainly because of the lack of resources
to ensure heating.

Table 41 Preschool Institutions in the Republic of Moldova, 1995-2002

1995 1996 1997 1998 1999 2000 2001 2002

Number of preschool educational

institutions 1,680 1,596 1,497 1,399 1,201 1,135 1,128 1,192
Attending children (in

thousands) 161.3 146.9 138.8 126.0 101.0 93.7 96.5 104.0

Source: Department of Statistics and Sociology.

According to the Law on Education,
preschool training is compulsory for
the children of 5 to 7 years old. Start-
ing in 1995, the number of children
attending preschool educational insti-
tutions and the number of teachers
working within these institutions de-
creased by over 35% (see Table4.1). The
main reasons are limited resources and
parents’ inability to pay kindergarten
fees and buy clothes and shoes for
the cold season.

The Situation of Institutionalized

Children

In the Republic of Moldova the  p; 4pe Republic of Moldova the insti-
institutional system that supports

and educates children with spe- tutional system that supports and
cial needs is a complex struc-  educates children with special needs is
ture subordinated to three mi- 5 complex structure subordinated to
nistries three ministries: the Ministry of Health,
the Ministry of Labor and Social Pro-
tection, and the Ministry of Educa-
tion. Funding for these activities come
The analysis of the current si-  from both central and local sources.

tuation shows that children’s in- T} Ministry of Healthis in charge of
stitutionalization is forced by a

number of factors, the main one ~ Managing the operation of specialized
being poverty schools for children (0-6 years of age)

who have various medical and psycho-
logical deficiencies, as well as orphans
and abandoned children. These insti-
tutions provide childcare, treatment
and rehabilitation of children. Once
such children turn 7 years they are
transferred to special boarding schools
subordinated to the Ministry of Edu-
cation, while children with severe psy-
chical or neuro-physical deficiencies
are transferred to the institutions un-
der the Ministry of Labor and Social
Protection. Currently, the Ministry of
Health is in charge of three orphan-
ages with a total capacity for 413 chil-
dren. These orphanages are nearly full
to capacity (on average 91%).

The Ministry of Labor and Social Pro-
tection is in charge of the boarding
schools for children with severe
psycho-physical deficiencies (infant
cerebral paralysis, epilepsy, schizo-
phrenia, medium and severe mental
retardation), where they are taken care
of, and are provided general and medi-
cal assistance. Once such children turn
18 years they are placed in adult insti-
tutions that are subordinated to the
same Ministry. The Ministry of Labor
and Social Protection runs two board-
ing schools with a capacity for 400 boys
and 320 girls.

The Ministry of Education is in charge
of boarding schools for orphans, chil-
dren with chronic diseases and with
various anomalies in their psychical
and physical development, as well as
abandoned children. The objectives of
such institutions are, to provide de-
cent conditions for children’s living,
education and treatment and to pro-
tect their lives and health. Children
are kept in such institutions from the
age of 6 until the age of 17. Currently,
the Ministry of Education is in charge
of 62 such boarding schools, where
about 12,500 children are educated and
taken care of.

The analysis of the current situation
shows that children’s institutionaliza-
tion is forced by a number of factors, the
main one being poverty and related
issues. Reasons for institutionalization
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vary from one type of institution to
another. For children in auxiliary schools,
children with sensorial and motor defi-
ciencies and chronic diseases poverty
is a factor, with the primary reason being
a deficiency in the psychophysical deve-
lopment of the child. Children in general
institutions (boarding schools, orpha-
nages) are often placed there due to
family problems, although poverty is
obviously a major factor.

Unfortunately, the Republic of Moldova
has no mechanisms in place for help-
ing children in difficulty without us-
ing the least desirable means - their
institutionalization. Current data shows
that only 35% of the institutionalized
children benefited from special medi-
cal assistance and only 29% - from
pedagogical assistance. In most cases
institutionalization of children is a de-
cision initiated by parents and peda-
gogic advisers of local educational insti-
tutions. By and large, living conditions
of institutionalized children are harsh,
to a great extent due to insufficient and
inappropriate use of funding. Annual
funding covers only 55% of needs, and
expenses are tightly allocated to food,
utilities and some clothes.

Small Rural Schools During the
Transition Period

Small rural schools in the Republic of
Moldova are generally primary and
secondary schools located in villages
where there are 1-9 classes and the ave-
rage number of pupils in a class is 15
on average. Of the total 120 primary
schools, 55 are small rural primary
schools, and of 672 gymnasium schools
- 219 are small rural gymnasium schools.
The main challenges being faced by
small rural schools in the Republic of
Moldova are the acute shortage of
teaching staff, the lack of school li-
braries, and inadequate infrastructure.
Only 30% of teachers at small rural
schools have didactical degrees, 50%
do not have special training, and 65%
teach as many as three subjects.

Most small rural schools in the Re-
public of Moldova are located in
adapted premises and do not have

areas for basic learning activities, such
as classrooms, computer rooms, indoor
sports facilities, or laboratories. These
schools are often forced to operate in
two shifts, and to share limited resour-
ces and materials. As a rule, school
buildings are old and have not been
repaired for decades. Even if local
governments had the political will to
invest in these schools, they still would
lack the necessary funding to provide
materials and additional facilities. Many
schools do not have sufficient finan-
cial resources to pay teachers and en-
sure decent conditions. This most cer-
tainly affects not only access to school
but the quality of education as well.

Textbooks and Educational Materials
Until 1998 textbooks and other edu-
cational materials in the Republic of
Moldova were distributed to pupils
free of charge through school librar-
ies. Funding from the Ministry of
Education was insufficient and often
their distribution would be subsidized
by external donations. For example,
in the 1996 budget the equivalent of
US$ 25 million was earmarked for
textbook publishing. However, due to
the tough economic situation, only 10%
of this allocation was spent. After 1998,
textbooks and educational materials
have been largely distributed to chil-
dren/students for a fee.

The lack of a sustainable funding mecha-
nism for textbooks and other educa-
tional materials prompted the Minis-
try of Education and the Ministry of
Finance to seek assistance from inter-
national financial organizations. Once
such support was successfully ob-
tained, the manual loan scheme pro-
gram started to be implemented (in
1998). This program allows the publi-
cation of textbooks and other educa-
tional materials, using financial re-
sources made available through a WB
loan, with textbooks and educational
materials being then distributed to
pupils for a reasonable annual fee. This
scheme has a certain level of sustaina-
bility, since textbooks and other edu-
cational materials could be re-pub-
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Most small rural schools in the
Republic of Moldova are loca-
ted in adapted premises and
do not have areas for basic lear-
ning activities, such as class-
rooms, computer rooms, in-
door sports facilities, or labo-
ratories
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During 1998-2001 more than
80 schoolbooks were publi-
shed, with a total circulation
of 3.1 million copies

Traditionally, pupils and teach-
ers paid attention to grades as
indicators of performance and/
orsuccess. It was of little impor-
tance whether the students ac-
tually accumulated knowledge

lished and/or updated using as a re-
source the fees collected annually.
During 1998-2001 more than 80 school-
books were published, with a total
circulation of 3.1 million copies. These
textbooks are in line with the new
curriculum requirements set forth in
the education reform.

There were two problems about the
manual loan scheme program. One was
that it did not cover the lyceum level,
where there was also a great need for
new textbooks and other educational
materials. The other problem was re-
lated to the education in different lan-
guages. Although the Ministry of Edu-
cation encourages the publishing of
school manuals in the languages of
national minorities living in the Re-
public of Moldova, it is much more
expensive (see Figure4.4), and the ma-
nual loan scheme does not provide for
expenditure reimbursement.

Figure 44. The Cost of Native Language Textbooks
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Figure 45. Performance of Primary School Graduates (4th graders), 2003
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Assessing Educational Achievement
It is well known that any evaluation is
a complex process of comparing the
results of training and education
against planned objectives and re-
sources used and/or against previous
results. The assessment of students’
knowledge is especially important,
with both teachers and parents being
interested in the results of it.

Traditionally, pupils and teachers pay
attention to grades as indicators of
performance and/or success. It was
of little importance whether the stu-
dents actually accumulated knowl-
edge. Since 2000-2001 academic year,
the Ministry of Education has been
implementing modern methods of or-
ganizing and implementing student
evaluations and examinations. The
efficiency of these methods can be
evaluated based on the achievements
of IV form graduates (see Figure 4.5).
An analysis of exam grades shows that
6 students out of 10 obtained good re-
sults and are performing within rela-
tively acceptable parameters. Girls per-
formed better than boys; and pupils
from urban areas (cities) tended to have
a higher performance rate than those
from the rural dwellings (villages).

Social Protection Policies:
Balancing the Old Features
with New Demands

The Present System of Social
Protection

In the Republic of Moldova, social pro-
tection is generally thought as a sys-
tem of economic, judicial, social and
organizational initiatives undertaken
by the state in order to guarantee a
minimum decent standard of living
to vulnerable sectors of the society.
At present, in the Republic of Moldova
the social protection system has two
basic components, which complement
each other. The first one is social in-
surance, which allows for compensa-
tion in the event that someone loses
employment as a result of illness, un-
employment, old age, maternity leave
or being disabled to work. The sec-
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Box 42

Lessons for the Republic
of Moldova from the East
Asia Education Reform
Experience

Several factors explain East Asia’s
stunning educational achievement:
increased demand for skilled la-
bor force as a result of the rapid
growth of the manufacturing sec-
tor; the pressures of competition in
an expanding and open global mar-
ket; a relatively early demographic
transition that resulted in a sharp
decline in the rate of growth of the
school age population and a fairly
high budgetary commitment to
education by the government.

However, the key to the sustained
performance of East Asia in the
field of education lies in the bal-
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ance that was engineered between
public expenditure on basic and
higher education. In East Asia, the
emphasis was placed squarely on
universal, high-quality primary edu-
cation, accompanied by a largely
self-financed university education
system.

As a result primary education is
the most important factor - much
ahead of physical investment - in
explaining East Asia growth over
the last three decades.

The Republic of Moldova can
improve its growth prospects enor-
mously by increasing the overall
expenditure on education and by
shifting government expenditure
from higher to basic education. The
pattern of educational spending
in the Republic of Moldova has
been both inequitable and ineffi-

cient. Inequitable because educa-
tional policies have been skewed
towards subsidies at the university
level, where there is a greater con-
centration of students from high-
income groups. While this has cre-
ated many highly qualified gradu-
ates, the overall impact is limited.

The main lesson that the Republic
of Moldova can learn from the
experience of East Asia is the im-
mense benefits of heavy invest-
ment in education, particularly
primary education, with an empha-
sis on science subjects and techni-
cal skills at all levels. The low qual-
ity and limited coverage of edu-
cation in the Republic of Moldova,
particularly the insufficient levels
of investment in primary educa-
tion, make the economic transition
process more difficult.

ond one is social assistance, which is
an ensemble of social services, ranging
from medical to social, granted to fami-
lies, seniors or people with disabilities.

During the period 1998-2002 the Govern-
ment of the Republic of Moldova made
considerable efforts to implement a
series of reforms pertaining to social
protection. Two achievements in this
area were the liquidation of the pension
arrears and a 97% increase in the value
of pensions, which had a profound so-
cial impact (see Figure4.56).

Reform of the

Social Insurance System
Implementation of the social insurance
system reform in the Republic of Mol-
dova was based on many different laws
and normative acts, most of them being
worked out and adopted in the 1998-
1999 period. In accordance with these
laws, authorities were supposed to solve
several problems, the most important
one being the increase of pension pay-
ments to reflect new socio-economic
realities. The responsibility for the good
functioning of the social insurance
system fell on the central and local
bodies of the Ministry of Labor and

Social Protection. In 2000, the National
Social Insurance House was created,
which took over the control over the
funds of state social insurances, pen-
sions, unemployment, disability, insur-
ances for illness and disabilities.

One key challenge in the social insur-
ance system of the Republic of Moldova

During the period 1998-2002
the Government of the Repub-
lic of Moldova made conside-
rable efforts to implement a se-
ries of reforms pertaining to so-
cial protection. Two achieve-
ments in this area were the lig-
uidation of the pension arrears
and a 97% increase in the value
of pensions, which had a pro-
found social impact

Figure 4.6. Evolution of Pensions and Indemnities Arrears

in the Republic of Moldova
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One key challenge in the so-
cial insurance system of the Re-
public of Moldova remains the
issue of financing

The capacity of the social insu-
rance system to collect funds
is seriously affected by the in-
formal economy and unem-
ployment. Tax evasion puts a
further strain on the funds col-
lection process

In spite of the efforts to reform
the system of social insurance,
there are serious still serious po-
litical and financial problems

Budaget allocations for the health-
care system are being steadily re-
duced. Since 1996, the amount
of expenditures allocated for
health care decreased from over

7.6% of the GDP to 4.1%
of the GDP in 2002

remains the issue of financing. The
social insurances system is financed
by contributions from economic agents
and to a lesser extent from individual
contributions of insured people. The
distribution of contributions is a con-
tentious issue. During 2002-2003, 29%
were paid by economic units and 1%
by employees. This disproportion led
to hiding the actual salary amounts.

In spite of the efforts to reform the sys-
tem of social insurance, there are seri-
ous still serious political and financial
problems. In the new laws many pro-
visions from the old pension system
persist, which have created distortions.
For example:

= Social insurance contributions are
not equitably distributed between
economic agents and employees.

Table 42 Contributors to the National Social Insurance System
in the Republic of Moldova

Unit
thousand 1,671.0 1,809.0 1,682.0 1,655.0 1,617.0

Activepopulation

People employed by the
national economy

Theratio between active
population and pensioners
Ratio between employed
population and pensioners

1997 1998 1999 2000 2001

thousand 1,646.0 1,642.0 1,495.0 1,515.0 1,499.0

221 2.40 231 2.29 2.30

217 2.05 2.10 212

Source: Ministry of Labor and Social Protection, Annual Social Report 2001.

Figure 47. Share of Expenditures in Health, 1996-2002
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1

national and national bodies.

Some insignificant differences exist between statistical data used by inter-

= In the cases of proprietors who did
not rent out their land, the social
insurance contribution is calculated
on the basis of the degree/hectare
of agricultural land.

= The structure of social insurance
contributions does not take into
account special working conditions.

During 1997-2001, the number of the
employed people decreased, which ad-
versely influenced the total number of
contributions (see Table 4.2). The ca-
pacity on the social insurance system
to collect funds is seriously affected
by the informal economy and unem-
ployment. Tax evasion puts a further
strain to the funds collection process.
A great proportion of the social insur-
ance debt comes from the agricultural
sector. From 1997 to 2001, the social in-
surance debt has grown from 442 mil-
lion lei (about 34 US$ million) to 517
million lei (about 40 million US$).

Policies in Public Health:
Consolidating and Clarifying
the Reform

Current Challenges

in the Healthcare Sector

Budget allocations for the healthcare
system are being steadily reduced.
Since 1996, the amount of expenditures
allocated for health care decreased from
over 76% of the GDP to 52% of the
GDP in 2002 (see Figure47). This has
had an adverse impact on the entire
population, but particularly on the poor-
est sectors of society. A decline in life
expectancy at birth during the last de-
cade can be explained in part by the
fact that health services may have
failed to reach many sectors of the
society. After reaching a relatively high
level in the late 1980s (69 years), during
the 1990s the life expectancy in the
Republic of Moldova fell to levels that
are below the European average and
even the Central and Eastern average!
(see Figure 48). Significant discrepan-
cies exist between men and women,
rural and urban and young and old.

The difficult issues facing the health-
care system of the Republic of Moldova
were identified back in 1996-1997. The
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authorities acknowledged that there was
a need for an in-depth reform, with some
of the factors that justified it being as 81

follows: 9 A/
e TN 78
e Unjustified limitation of resources; 7 Mw
. . . 76
e Substantial reduction of public S A/M
funding to the sector and lack of 74 ="t
alternative sources of financing; z; —— —

Box 43

Challenges of Social
Protection in the
Republic of Moldova

The Government recognizes that
the reform of the country’s social
protection system is necessary in
order to provide fiscally sustain-
able and well-targeted assistance
to those in need. In the past the
Republic of Moldova’s social pro-
tection system relied on pensions
supplemented by poorly targeted
and, to a large extent, under-finan-
ced benefits and privileges. Work
undertaken by the Government in
the process of formulating its na-
tional program for poverty allevia-
tion suggests that over one-third
of Moldova’s population enjoyed
privileges which were both poorly
targeted and expensive, account-
ing for around 8 % of Moldova’s
GDP in 1998.

Recent developments in social pro-
tection in Moldova have included
the rationalization of energy, com-
munal services and, partially,
transport subsidies by eliminat-
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ing the old system and approv-
ing a fully funded and targeted
compensation scheme based on
category targeting which is paid
in cash and directly to recipients.
The Law on the special social pro-
tection of certain categories of po-
pulation, that eliminated non-tar-
geted energy subsidies, communal
services and limited energy privi-
leges to eleven categories repre-
senting the most vulnerable seg-
ments of society, is likely to have
a beneficial effect on government
finances and improve significantly
the efficiency and targeting of the
government’s social assistance
program. This law replaces the
previous 100 normative acts stipu-
lating the provision of different
kinds of compensations to more
than 12 million beneficiaries.

Designing a social assistance sys-
tem that is transparent, fully fun-
ded, fiscally sustainable, well tar-
geted and based on real possibili-
ties of the country will be the focus
of the next phase of the social pro-
tection policy development. Un-
der the constraint of lacking a

reliable income certification process,
future social assistance system would
need to rely on a combination of
targeting mechanisms and will con-
sist of a mixture of programs at na-
tional levels and local levels.

With regard to the reform of the
pension system the Government
remains committed to strengthen-
ing the linkage between contribu-
tions and benefits, eliminating
privileged pensions and tighten-
ing eligibility criteria, making the
system more transparent. Recently,
the Parliament adopted the Law
on Pension Recalculations, which
provides a considerable increase
(around 36%) in pensions start-
ing with December 1 2001. Addi-
tionally, the Government will take
steps for defining an indexation
rule for the adjustment of pensions
within the social insurance bud-
get constraints. It is further envis-
aged that an individual pension
record for everybody will be esta-
blished along with a clearly speci-
fied benefit formula correlating
the compulsory social insurance
contribution with the pension size.

Source: Interim Poverty Reduction Strategy Paper. April 21, 2002.

Figure 48. Life Expectancy at Birth in the Republic of Moldova,
as compared to other Regions in Europe
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e Distortions in the relation physician-
patient-institution, and appearance
and expansion of unofficial payments;
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The health care system in the
Republic of Moldova is highly
centralized, in almost all areas
such as management of medi-
cal institutions; training, test-
ing and employment of per-
sonnel and policy making

Some policy measures were
undertaken in the health sec-
tor during the last decade but
much more needs to be done to
enhance the quality of health
services

Both citizens and policy mak-
ers in the Republic of Mol-
dova have come to realize that
a more sustainable strategy to
reform the health sector is ur-
gently needed

e Lack of an adequate decision-making
mechanism in the healthcare system.

Some policy measures were undertaken
in the health sector during the last de-
cade but much more needs to be done
to enhance the quality of health servi-
ces. For example, the in-patient units use
about 60% of all financial resources
allocated, while the average for West-
ern Furopean countries is 43%. The
share of medical personnel assigned
to the primary health care sector in
Moldova averages 19%, while in de-
veloped countries the average is 50%.

Since 1999, there was a substantial de-
crease in the number of physicians and
qualified medical staff, which affected
primarily the rural areas. In 1990, there
were 374 physicians per 10,000 inhab-
itants in the Republic of Moldova. In
2002 the ratio decreased to 31 physi-
cians per 10,000 inhabitants. Outside the
aggregate number for the country as a
whole, the disparity among former coun-
ties (judets) is even more alarming. For
example there were 14 physicians per
10,000 inhabitants in Lapusna judet, 24
in Balti judet and 15 in Chisinau judet.
It is estimated that annually more than
800 highly qualified and experienced
doctors leave medical institutions, opt-
ing to immigrate abroad.

The number of mid-level medical per-
sonnel also varies from region to region.
For example, in the former judet Tighina
there were 68 mid-level medical staff
per 10,000 inhabitants, and in the former
judet Chisinau - 41 (see Figure4.9).

Figure 49. Medical Staff by Judet, 2002

Per 10,000 inhabitants

80

70

60

50 1
40 1
30 1
20 1

H Doctors

. ] : s N

*00 odb' Q‘&r} \&(& \(\c& . Q};b ] é\(@
. S

PR N C o

0&3‘ w\\\,&\'

O Other medical personnel

Source: Department of Statistics and Sociology.

Various Aspects of Healthcare
System Reform

The health care system in the Repub-
lic of Moldova is highly centralized,
in almost all areas such as manage-
ment of medical institutions; training,
testing and employment of personnel
and policy making. Moreover, unlike
other areas, the healthcare system in
the Republic of Moldova was not sub-
ject to extensive reforms. In July 1997,
on the basis of an official Decision of
the Government of the Republic of Mol-
dova (No. 668), a five-year (1997-2003)
strategy to reform the sector was put
into place. The purpose of this strat-
egy was the implementation of several
policies, aimed at ensuring full access
to primary medical services and pre-
ventive medicine; an increase of bud-
get allocations for medicine; expand-
ing the independence of medical in-
stitutions, especially hospitals; training
general medicine personnel and medi-
cal sector managers; and applying
compulsory medical insurance.

In the context of the strategy, a series
of measures were implemented to op-
timize the medical institutional net-
work, rationalize expenditures, and
create extra-budgetary funds. In ad-
dition, eleven programs were developed
in areas such as combating viral Hepa-
titis and cardiovascular diseases, elimi-
nating iodine deficiency disorders,
promoting integral healthy life-styles,
family planning and reproductive
health. Unfortunately, the full scope
and depth of the eleven programs
could not be fully realized, mainly be-
cause of financial constraints and imple-
mentation inconsistencies.

Both citizens and policy makers in the
Republic of Moldova have come to rea-
lize that a more sustainable strategy to
reform the health sector is urgently
needed. Furthermore, the dramatic
decrease of the volume and quality of
services modified radically public opi-
nion about the role of the state in health
care provision. A national representa-
tive survey carried out in 2000 by pub-
lic health specialists showed that 5%
of the respondents were in favor of paid
medical assistance, 60% were in favor
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of partially paid medical assistance and
only 35% of the respondents wanted
to maintain the free of charge service.
In the same survey, respondents were
asked to indicate in which situations
they would favor paying for medical
services: 43% of the respondents would
pay if medical assistance was of high
quality; 20% would pay if fees were
made affordable and 17% of the re-
spondents would condition their pay-
ments on the possibility of choosing
physicians and medical facilities. The
majority of respondents (99%) pronoun-
ced themselves in favor of free medi-
cal assistance for certain social groups
such as pensioners, persons with dis-
abilities, children, and the unemployed.

In 1998, the Parliament of the Republic
of Moldova adopted the Law on Com-
pulsory Medical Insurance (no. 1585). Ac-
cording to this Law, the compulsory
medical insurance would guarantee a
certain level of sustainability to health
care system, by helping to cover fees
and expenditures. Similarly, it offered
the population an opportunity to have
access to improved health care services.
In spite that the Law was supposed to
be compulsory, its implementation was
only started in 2004.

Challenges of Good
Governance in the
Republic of Moldova

The euphoria and high expectations
that accompanied the Republic of
Moldova’s 1991 independence have
rapidly faded. The contradictions in-
volved in trying to consolidate democ-
racy and privatize the economy were
starkly revealed. The transition mea-
sures necessary to put the economy
on a sound footing were threatening
to undermine the government’s legiti-
macy. The atmosphere of pluralism
and free debate in the Moldovan poli-
tics was distracted by the Gagauzia
and Transnistria conflicts leading to
unproductive political squabbles and
the inhibition of a framework for a
coherent public policy.

Despite the steady growth of recent
years, many economic problems remain

unsolved. The Republic of Moldova has

Box 44
Short-Term Goals of the
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reducing excess capacity in
certain geographical areas;

Health Reform in the ¢ Guaranteeing transparent ac-

Republic of Moldova

4 Developing the legal frame-
work responding to patient’s
needs and the financial base

cess of the most vulnerable
to a minimum package of me-
dical services fully funded by
the state;

required for the mandatory ¢ Modernizing emergency ser-

health insurance;

vices and primary health care;

4 Strengthening the health sec- 4 Targeting and prioritizing in-

tor’s institutional capacity while

to consolidate the achieved stabilization
and growth and provide conditions for
the sustained growth and development
in the medium term. The country is also
facing chronic shortages of development
capital and skills, a reputation of high
risks and unreliability among interna-
tional investors and the challenge to di-
versify the economy’s structure, from
an agriculture economy to a service eco-
nomy. Although many of aspects of
privatization both in industry and agri-
culture were successfully addressed,
future policies need to tackle the bank-
ruptcy and restructuring of enterprises
with significant debts as well as corpo-
rate governance issues.

Because the political transition in the
Republic of Moldova was very rapid,
there was no time to develop a firm in-
stitutional base vital for strengthening the
democratic governance. Moreover, power
struggles within political parties caused
uncertainty and fluidity, and delayed
institutional consolidation. The gover-
nance system operates under the Consti-
tution that contains many features of the
centralized rule. Very few public policies
are the responsibility of ministries, de-
partments, or local authorities.

In the area of the civil service reforms
the government faces many critical
challenges. At the base of it, there is a
need to review the very structure, the
composition, the functioning and the
ultimate role of the public adminis-
tration system in the transition pro-
cess. Civil servants display limited ma-
nagerial skills, they are accustomed
to implementing orders from above,
reluctant to contradict their superiors,

vestment in health sector.

The Republic of Moldova has
to consolidate the achieved sta-
bilization and growth and pro-
vide conditions for the sustai-
ned growth and development
in the medium term
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The elimination of unnecessary
procedural controls and regu-
lations that stifle entrepreneur-
ial activity, breed corruption
and affect human development
is a priority

If good governance is to be
achieved in the Republic of
Moldova, the state must guar-
antee territorial integrity and
physical security, it must main-
tain the conditions necessary
for an effective exercise of citi-
zenship, it must mobilize pub-
lic savings, coordinate resource
allocation, and correct income
distribution

Most of the questions pertain-
ing to the future of good gover-
nance and human development
in the Republic of Moldova en-
tail the relation between eco-
nomic and political reforms

and unschooled in the rigors of policy
analysis. This is why an important
aspect of the reform requires enhanc-
ing the productivity of civil service and
making certain that each employee is
performing socially relevant tasks.
There has to be an incentives struc-
ture that rewards and promotes merit
and improves accountability and per-
formance. At the same time there is a
significant scope for improving the
technical expertise in policy formula-
tion and in the management of regu-
latory bodies set up to oversee the
critical areas of a market economy. The
elimination of unnecessary procedural
controls and regulations that stifle
entrepreneurial activity, breed corrup-
tion and affect human development
has become the order of the day.

The opposition is also weakly institu-
tionalized. The resources of political le-
gitimacy in the Republic of Moldova
are easily dispersed, and the govern-
ment has already lost some of its politi-
cal credibility. In order to renew and
expand its political authority, the gov-
ernment should provide people with
tangible economic benefits and with
important political goods such as genu-
ine participation in decision-making.
Between elections, this is best achieved
by granting citizens a stake in the pub-
lic policy process. The challenge facing
the government in Moldova is to spin
out its legitimacy until such time as the
benefits of economic restructuring be-
come widely felt. This suggests the need
for a concerted effort at strengthening
political institutions and at providing
linkages that allow for popular partici-
pation in the policy process.

Most of the questions pertaining to the
future of good governance and human
development in the Republic of Moldova
entail the relation between economic
and political reforms. Since the Re-
public of Moldova’s transition process
to a democratic regime has coincided
with economic and territorial crises, it
faces an urgent need to consolidate the
political institutions and to overcome
economic difficulties. Democratic insti-
tutions can be consolidated only if they
offer the politically relevant groups the
appropriate channels and incentives to

process their demands within the frame-
work of representative institutions. Yet
the reforms necessary to restore and
sustain economic growth often engen-
der a deterioration of the material con-
ditions of many groups. Furthermore,
having to deal with territorial and au-
tonomous claims from territories within
the country (Gagauzia and mostly
Transnistria), deters attention from both
political and economic urgencies.

The Republic of Moldova’s case reminds
that development and transition prac-
titioners, as well as researchers and
politicians do not pay sufficient at-
tention to the issue of good gover-
nance. Yet without it, there can be no
democracy, sustained economic growth
and no human development. The ef-
fect of good governance on human
development is contingent on the in-
stitutional viability and the effective-
ness of state institutions. Hence, while
it can be argued that in several coun-
tries the state has become too large,
politically onerous, and economically
inefficient, the role of the state insti-
tutions in organizing both the public
and the private life of groups and in-
dividuals cannot be underestimated.
If good governance is to be achieved
in the Republic of Moldova, the state
must guarantee territorial integrity and
physical security, it must maintain the
conditions necessary for an effective
exercise of citizenship, it must mobi-
lize public savings, coordinate resource
allocation, and correct income distri-
bution. And if the state institutions are
to be capable of performing these tasks
and those that were analyzed earlier in
this chapter, they must be reorganized,
rather than simply reduced.

The state is essential in creating the con-
ditions for the effective exercise of citi-
zenship for all members of a political
community. Democracy is a system of
rights and responsibilities, but the condi-
tions necessary to exercise them are not
automatically generated by the mere
existence of democratic institutions: a
viable state is necessary to make it pos-
sible. Hence, the question of the relation
between good governance and human
development has to precede any isolated
attempt to analyze human development.
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Chapter 5. Governance
and Human
Development:

Towards a Policy Framework

and an Action Plan

The previous chapters of this Report
have focused on analyzing the human
development profile of the Republic
of Moldova, and the challenges that it
entails for governance, government
and civil society. Some key policy ar-
eas have been identified so as to move
the human development and good
governance issues to the top of the
political agenda. This Chapter ad-
dresses the elements that are needed
to operationalize a good governance
strategy for human development.

As was shown in the Report, no mat-
ter how human development is ana-
lyzed in the Republic of Moldova,
whether through its income, educa-
tional or life expectancy components
or its complementary components, it
is evident that human development is
a dynamic rather than static concept.
During the last decade, the human
development situation in the Repub-
lic of Moldova has rapidly deterio-
rated, and has created a sense of vul-
nerability in most sectors of the soci-
ety. This vulnerability follows from
the lack of appropriate human capa-
bilities to withstand a difficult transi-
tion process. More people in the Re-
public of Moldova are not leading a
long and healthy life, are not being
educated, are not having access to the
resources needed for a decent stan-
dard of living and are unable to fully
and actively participate in the life of
their communities. The real human cost
of transition in the Republic of Moldova
cannot only be measured in terms of
high unemployment rates, falling in-
come or declining social indicators, but
also in terms of the lack of a clear path
towards recovery and growth, which
affects the ability to generate opportu-
nities and choices for people.

The declining human development
profile in the Republic of Moldova is

not a uniform pervasive state, as it
affects differently groups and geo-
graphical areas. The collected data
points to human development dispari-
ties in terms of age (old and young),
gender (men and women), urban/ru-
ral and geographic areas (regions, mu-
nicipalities, capital). It is these dis-
parities that make decisive action a
paramount need. The Republic of Mol-
dova case suggests that the current decli-
ning human development profile is as
much a result of the transition process
as is of governance or failure thereof.
During the last decade, the Republic
of Moldova has been building an in-
stitutional architecture almost from
scratch. The incomplete or incoherent
nature of that governance architecture
in the form of institutions, rules, legal
frameworks, and political processes has
played an important role inaffected
the economic growth, in the quality of
education and health and in human
development.

The citizens of Moldova believe that
much of human development depends
on the strengthening of governance
institutions. The continuous integra-
tion and interaction with regional and
global entities will also require more
mature institutional structures, which
are able to satisfy the economic and
political framework condition of a com-
petitive international scene. Governance
institutions will also play an essential
role in reducing the growing poverty.
Last but not least, governance institu-
tions will help provide access, repre-
sentation and space for a dialogue to
all members of the diverse Moldovan
society, and assure a collective capac-
ity to manage internal conflicts.

General Considerations for
the Policy Framework and
Agenda for Action

Setting the Vision for Change
through Dialogue and
DeliberationDebates

Any human development strategy has
to be goal-centered. Identifying goals
will be an appropriate starting point

No matter how human devel-
opment is analyzed in the Re-
public of Moldova, whether
through its income, educatio-
nal or life expectancy compo-
nents or its comp|ementaw com-
ponents, it is evident that hu-
man development is a dynamic
rather than static concept

The real human cost of transi-
tion in the Republic of Mol-
dova cannot only be measured
in terms of high unemployment
rates, falling income or declin-
ing social indicators, but also in
terms of the lack of a clear path
towards recovery and growth,
which affects the ability to ge-
nerate opportunities and choi-
ces for people

The citizens of Moldova believe
that much of human develop-
ment depends on the strengthe-
ning of governance institutions
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Experience from other transi-
tion countries, similar to the Re-
public of Moldova, shows that
it is more feasible to implement
technical changes in systems,
but much harder to implement
changes in behavior

Good governance, enforcement
of property rights, an indepen-
dent judicial system, compe-
tent and transparent authorities,
and mechanisms to promote
dialogue and resolve conflict
among economic agents can
characterize an enabling envi-
ronment for human develop-
ment

The success of political mobi-
lization in favor of good gover-
nance and human development
in the Republic of Moldova
will depend on winning broad
support of people

The spaces for dialogue and
deliberation in the Republic of
Moldova must be strengthened
and expanded

to develop a reform agenda. Prioritiza-
tion is needed in both, the choices of
policy measures and budget allocations.
This implies limiting and sequencing the
set of policy measures to those which
can most likely be achieved, given the
real capacity of the society, the politi-
cal constraints and the time horizon
of the strategy. There needs to be an
orientation towards a common goal or
vision, without which many of the stra-
tegies will be difficult, if not impos-
sible, to implement successfully.

Experience from other transition coun-
tries, similar to the Republic of Moldova,
shows that it is more feasible to imple-
ment technical changes in systems, but
much harder to implement changes in
behavior. The Republic of Moldova
needs to work in both, technical and
behavioral dimensions. Many of the
technical issues are being implemented
and solved with the help of donors. But
they may not be sufficient for the strin-
gent tasks at hand in the Republic of
Moldova, thus partnerships for change
between governmental and non-govern-
mental sectors need to be encouraged.

The success of political mobilization in
favor of good governance and human
development in the Republic of Moldova
will depend on winning broad support
of people. Non-governmental organiza-
tions or organized civil society groups,
however well organized, will not be able
to force alone policy shifts for human
development. Therefore, all groups in
the Republic of Moldova must be invol-
ved. Alliances, partnerships and com-
promises are the only viable vehicles
for the peaceful, sustained reform.

A clear, shared vision of the future will
provide focus for action. When enough
people rally to a cause, many ideals can
become realistic. In this context, it will
be necessary to reanimate politics so it
can be capable of earning trust and
bring back credibility to governance.

The spaces for dialogue and delibera-
tion in the Republic of Moldova must
be strengthened and expanded. The
quality and credibility of the decision-

making system would be at stake in
this type of deliberation, because it
would have the potential to increase
the political capabilities of the citizens
as actors in development, both in the
reflective sense as well as the active
sense. Existing associations and orga-
nizations can be called upon to take
part in the implementation of some
national initiatives. This could not only
reduce costs, but also enhance the
sustainability of reforms by increas-
ing ownership. Furthermore, the par-
ticipating institutions can become
strengthened due to their involvement.

The effectiveness of partnerships de-
pends critically on the nature of a
wider political environment and poli-
cies proposed for implementation. The
latter can encourage or discourage lo-
cal organizations and provide incen-
tives or disincentives for people to parti-
cipate. Good governance, enforcement
of property rights, an independent judi-
cial system, competent and transparent
authorities, and mechanisms to promote
dialogue and resolve conflict among
economic agents can characterize an
enabling environment for human devel-
opment. A vision that articulates these
elements is at this juncture crucial for

the Republic of Moldova.

Identifying and Developing Areas of
Common Interest

Human development and governance
must improve in the Republic of Mol-
dova. On this a majority of the popu-
lation can probably agree. Public opin-
ion in the Republic of Moldova also
believes that all citizens, regardless of
their ability to pay, should have basic
health and education services. There
are, as was shown throughout the Re-
port, common interests and concerns
that can united the society. Reducing
levels of vulnerability and social ex-
clusion of specific sectors makes ev-
eryone safer. Similarly, a more edu-
cated population benefits all of soci-
ety through the associated productiv-
ity gains. Common interests also
abound between the government and
society. Government wants its citizens
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to be well educated and energetic, and,
therefore, it is likely to support edu-
cational reforms. It also wants people
to be self-sufficient, and so it can sup-
port investment in research and develop-
mentin order to be able to support
investments in the economy and as-
sure their development. Common in-
terests can also emerge between ben-
eficiaries and providers of social ser-
vices. Nurses, social workers, exten-
sion workers, paramedical personnel,
and primary school teachers — all
stand to benefit from an expansion of
services. And since they are often better
organized and vocal, they can be power-
ful allies.

Common interests can be more easily
promoted if there is an explicit strat-
egy for inclusive human development.
It would help if in the Republic of
Moldova new spaces of dialogue and
deliberation were opened. They would
help rethink how to benefit from glo-
bal, regional and national opportuni-
ties, and also how those benefits can
strengthen social integration, the dif-
fusion of knowledge for improved
productivity and the democratization
of daily life. Achieving common in-
terests would also help break the vi-
cious circles found in education, em-
ployment, health and culture. Most
importantly, achieving common inter-
ests and matching common concerns
would help to translate the value of
cultural diversity into real options for
different cultural groups.

The identification and development of
areas of common interest in the Re-
public of Moldova is as important as
adopting a common strategic vision.
This task is a responsibility of the
government and civil society, and re-
quires building synergic relationships.
Above all, the Republic of Moldova
needs to reconstruct a national social
cohesion based on its own cultural and
historical values: the idea of unity and
the values of diversity and equality
in difference are crucial for sustain-
ing both good governance and hu-
man development.

Renewing the Democratic Space

and Involving Civil Society

Good governance and human devel-
opment in the Republic of Moldova
require a strategic vision and common
interests to help identify and priori-
tize the reform needs.accepting a stra-
tegic vision and joint interests that
would contribute to the identification
and finalization of reform priorities.
To ensure the success of reforms, there
is a need to create a democratic space
in which people can articulate demands,
act collectively and fight for a more
equitable distribution of competencies
and responsibilities. Strengthening and
expanding the democratic space will
help invest more adequate resources in
human development priorities, and will
made access to productive assets more
equitable. Within that renewed space,
there would also be an opportunity for
macroeconomic management to be more
pro-poor, and for markets to provide
ample opportunities for ordinary people
to improve their standard of living.
Since 1991, the Republic of Moldova
has been electing governments demo-
cratically. This is an impressive accom-
plishment, but it is not enough. The
challenge now is to ensure that demo-
cratic practices and principles permeate
every level and dimension of the society.

The Need for Civil Society

and Collective Action

Creating and re-energizing the demo-
cratic space in the Republic of Moldova
will also provide civil society with a
space for collective action. Achieve-
ments towards good governance and
human development depend first and
foremost on people’s ability to articu-
late their demands and mobilize for
collective action. Isolated and dispersed,
civil society has no power and no influ-
ence over political decisions that affect
people’s lives. But organized, it has the
power to ensure that their interests
are advanced. As a group civil society
actors can influence state policies and
push for the allocation of adequate
resources to human development pri-
orities and for more peoplefriendly

The identification and devel-
opment of areas of common
interest in the Republic of Mol-
dova is as important as adopt-
ing a common strategic vision.
This task is a responsibility of
the government and civil so-
ciety, and requires building
synergic relationships

Achievements towards good
governance and human devel-
opment depend first and fore-
most on people’s ability to arti-
culate their demands and mo-
bilize for collective action

Since 1991, the Republic of
Moldova has been electing
governments democratica”y.
This is an impressive accom-
plishment, but it is not enough.
The challenge now is to ensure
that democratic practices and
principles permeate every le-
vel and dimension of the so-
ciety
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Individuals, groups and civil
society organizations can do
a great deal on their own to
advocate for good governance
and human deve|opment. But
much will depend on the en-
vironment created by the go-
vernment action

Civil society should organize
and unite citizens and build so-
lidarity. A vibrant civil society
working towards good gover-
nance and human development
can assert itself through the mo-
bilization of people in well-struc-
tured organizations

The case of the Republic of Mol-
dova also confirms that free
elections are not sufficient to
motivate the government to be-
come more enabling and res-
ponsible

One lesson learnt by the Re-
public of Moldova from the
experience of the last decade
is that for the market structu-
res to function properly, the go-
vernment must reduce infla-
tion, strengthen the fiscal sys-
tem, improve the business envi-
ronment, and assure the sus-
tainability of growth

economic policies. Ultimately, these are
the pressures from people to defend
their rights and to remove obstacles
that enhance their life opportunities.

Civil society should organize and unite
citizens and build solidarity. A vibrant
civil society working towards good
governance and human development
can assert itself through the mobiliza-
tion of people in well-structured orga-
nizations. Strong communities of
NGOs, public-private partnerships and
strategic collective action engagements
all can help civil society to become an
important force for reform, as well as
to represent people’s views and priori-
ties in contacts with governments. In
addition, civil society can reinforce and
complement government activities by
promoting more productive partner-
ships that can achieve goals which
government cannot attain on its own.

What then can be done to help civil
society actors in the Republic of Mol-
dova? First, it is important to support
both NGOs, and other active civil so-
ciety and grass-root actors. The ob-
jective of such support would be not
only to engage them into dialogue and
deliberation, but also to encourage
them to act. As civil society expands,
it is important to develop mechanisms
to regulate its activities. This regula-
tion must not be understood as im-
posing constraints or limiting the pow-
ers and autonomy of nongovernmen-
tal organizations. It is rather about the
institutionalization of public participa-
tion - an outcome that might lead tofor
a stronger government commitment to
participation - and the setting up of
institutional mechanisms, which could
allow civil society organizations to do
business differently through the use of
public consultations and dialogue.

Good Governance

Individuals, groups and civil society
organizations can do a great deal on
their own to advocate for good gov-
ernance and human development. But
much will depend on the environment
created by the government action. The

state has a central role, not just
through its activities but also through
its influence on many other elements
of society. Civil society is not and
cannot be a substitute for a formal
democratic state. For example, in the
Republic of Moldova, expenditures for
social services have declined in the
last decade. A human development
strategy requires an active and strong
state but not a retreating and weak
one. A strong and active state is an
integral part of good governance. It
has to enable people to be active par-
ticipants in the transition process
rather than disable them.

Good governance implies using the state
power in favor of human development
interests, forcing politicians to use
government resources more strategi-
cally and avoiding preferential access
to public benefits. It also means more
equitable distributions of services be-
tween urban and rural areas. No group
in society should get benefits or resour-
ces at the expense of others, and this
is where good governance plays a key
role to ensure equity. A transition to
a market economy can offer an impor-
tant way to help people escape exces-
sive government intervention. How-
ever, as the case of the Republic of
Moldova suggests after a decade of
transition, the path towards a market
economy is a difficult one. One les-
son learnt by the Republic of Moldova
from the experience of the last de-
cade is that for the market structures
to function properly, the government
must reduce inflation, strengthen the
fiscal system, improve the business
environment, and assure the sustaina-
bility of growth of the gross domes-
tic product (GDP).

The case of the Republic of Moldova
also confirms that free elections are
not sufficient to motivate the govern-
ment to become more enabling and
responsible. There is no direct causal
relationship between electoral democ-
racy and expansion of human devel-
opment and improved governance.
Advancing broad human development
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interests, as well as more focused ones,
can reduce possibilities of social un-
rest and political upheaval, which can
be detrimental to stability. In order to
build political momentum and a more
adequate policy environment to im-
prove human development conditions
and governance the following steps

should be taken:

e Promote political participation. The
government of the Republic of Mol-
dova must enable civil society’s
active participation at many levels
of debate, dialogue and decision-
making. This requires tolerant gov-
ernment institutions and free dis-
cussions of policies, development
and change. Such an open atmo-
sphere could be enhanced by pro-
moting the freedom of the press,
democratic institutions, free elec-
tions and respect for human rights.
At the same time, civil society must
actively and constructively engage
the government, for this to be a
two-way process.

e Encourage public-private partner-
ships. The governments must cre-
ate an adequate space for NGOs
and other civil society actors to par-
ticipate in policy dialogue. Partner-
ships with private sector firms can
should also be promoted. Public-
private pPartnerships can work in
two directions: top-down (from the
government to civil society), as well
as bottom-up (from civil society to
government).

o Facilitate bottom-up planning. Gov-
ernments have to offer adequate
means for local and regional com-
munities to feed in views, informa-
tion and policy recommendations at
every layer of public administration.

o Ensure accountability and transpar-
ency. All organizations, public and
private, should be accountable not
just to their shareholders or mem-
bers but also to society as a whole.
This means that NGOs and civil
society should be held accountable
not just to their donors but also to

the communities they serve and that
governments should be held account-
able not only to their political par-
ties but also to the constituencies at
large.

e Anticorruption in politics. Good

governance for human development
requires a clear separation of eco-
nomic and political powers. In the
complex web of power relations and
self-serving economic interests, weak
governments cannot find a counter-
weight to economically powerful
groups and individuals, leaving cor-
ruption a major obstacle to poverty
eradication. Legal mechanisms, insti-
tutional arrangements and political
commitments need to be strengthened
to fight corruption at every level

o Protect the freedom of the press. A

free press is essential for providing
people with the information they
need to make rational choices about
political action. It helps establish the
right political incentives for policy-
makers.

e Promote judicial activism.To pro-

tect their legitimate rights and in-
terests, nongovernmenta] organiza-
tions and unassociated citizens should
turn to justice as frequently as pos-
sible. The Republic of Moldova al-
ready has a basic legal framework
recognizing economic, social and
political rights, and the Constitu-
tion that in principle is committed
to human development. More acti-
vism is needed, however, at the civil
society level to amend existing laws,
do away with biases and anachro-
nisms and contribute to a pro-hu-
man development and good gov-
ernance framework.

e Promote civic education. The citi-

zens of the Republic of Moldova
need to understand how their own
political system works or could
work. The government should make
a greater effort to ensure that citi-
zens in the Republic of Moldova
are aware of the Constitution, laws
and their rights and responsibili-
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The quality of governance and
social development in the Re-
public of Moldova is largely
determined by the capacity of
all actors of the Moldovan so-
ciety to develop and implement
strategies for the revitalization
and reformation of all realms
of social life

The formulation with the sup-
port of UNDP of the National
Strategy for Sustainable Deve-
lopment produced a significant
impact on the entire process of
establishing the priority direc-
tions for the deve|opment of

the Republic of Moldova

According to the macroeco-
nomic estimates of the Govern-
ment of the Republic of Mol-
dova for 2004-2006, the
GDP will grow annually by at
least 5%

ties. If the government lacks re-
sources for this work, NGOs and
civil society organizations must be
encouraged through various dona-
tions.

Human Development
Forecast for 2003-2006

Macroeconomic Estimates

and Standards of Living

The quality of governance and social
development in the Republic of Mol-
dova is largely determined by the capa-
city of all actors of the Moldovan so-
ciety to develop and implement strat-
egies for the revitalization and refor-
mation of all realms of social life, such
as the economy, justice, education, so-
cial protection and healthcare. During
the eleven years of independence, the
government agents, the academia and
civil society institutions have accumu-
lated important experience in the iden-
tification of priority issues the facing
society, in the outlining of possible
solutions and the designing of ways
for the improvement of the quality of
governance. This experience is used
for the formulation of many draft leg-
islative and normative acts, scenarios
and strategies for development. The
formulation with the support of UNDP
of the National Strategy for Sustain-
able Development produced a signifi-
cant impact on the entire process of
establishing the priority directions for

Figure 51 The Evolution of GDP (main scenario)
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the development of the Republic of
Moldova. In this document the first
attempt was made to forecast the evo-
lution of the human development in-
dex (HDI) based on the results of the
reforms commenced with the decla-
ration of independence.

From a current perspective, the evo-
lution of the quality of governance
and social development in the Repub-
lic of Moldova in the medium term
(2004 -2006) will depend on the ability
of relevant stakeholders to implement
the programs and strategies that have
already been approved and adjust
them to the needs of a permanently
changing society. Obviously, the main
components of human development
— the standards of living, level of edu-
cation and health — are inevitably
linked to the fiscal-budgetary policies
and to the poverty reduction measures
to be carried out by the government.

According to the macroeconomic es-
timates of the Government of the Re-
public of Moldova for 2004-2006, the
GDP will grow annually by at least
5% (see Figure5.0). This growth will be
ensured, according to the government,
by the effective implementation of eco-
nomic and structural policies through
developing the industrial and services
sectors, attracting domestic and for-
eign investments, restructuring and
modernizing enterprises, expanding
exports and imports, and improving
management of the fiscal system. It is
expected that the actions undertaken
by the Government will ensure a sus-
tainable macroeconomic stability, and
the rate of inflation will be under 10%.

According to the Institute of Public
Policies, the annual GDP growth of
5% will lead to the increase in the GDP
index from 0532 in 2002 to 0.566 in
2006. Improved standards of living will
contribute toThis will result in an
improved HDI which will grow from
0.709 in 2002 to 0.720 in 2006, provided
its other components (life expectancy
at birth and level of education) do
not worsen.
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Human Development and Funding
for the Social Sector

Traditionally, the main documents that
regulate the financing of the social
sector — local, regional and central
budgets — are elaborated based on
the needs of institutions in the respec-
tive branches in correlation with the
available financial resources. Their
analysis during 1997-2002 shows that,
the share of the consolidated budget
expenditures in GDP was permanently
decreasing (from 40.5% in 1997 down
to 23.6% in 2002), and was dependent
on the accumulated revenues and sour-
ces of funding for the budget deficit.
The expenditures for public adminis-
tration, defense, justice and public or-
der experienced a growth. At the same
time, the expenditures for the social
sphere declined, with an insignificant
increase showing only in recent years.

A decrease in social expenditures took
place against the background of an
alarming increase in poverty, which
limited the population’s access to edu-
cation and healthcare services, and di-
minished the level of social protection
for people unable to work and those
with small incomes. If in urban com-
munities, the resources allocated for
the social sphere are sufficient at least
to maintain the volume and the exis-
tent level of relevant services, the situ-
ation in the rural areas is much worse.
The free of charge social services are
the only chance for the majority of
people living there to get access to
education, medical treatment and so-
cial protection. Thus, for the rural
population the share of food expenses
is of approximately 71% of the total
consumption expenditures. The share
of other expenses is extremely mod-
est: from 114% for the housing main-
tenance to 0.4% for education. For the
poor persons the situation is even
worse: 81.9% of the total expenses are
used for cover food requirements.

If the chronic underfinancing of the
social sector perpetuates there will be
no significant changes in the human
development indices. In order to pre-

Figure 52. The Structure of the Consolidated Budget (main scenario)
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vent the aggravation of the situation
in education, healthcare and social
protection, the financing strategies of
the relevant sectors should take into
account the reduced level of incomes
of the population and should be based
on the state support to the priority
areas that determine the level of hu-
man development in the country.
These priorities are explicitly formu-
lated in the Economic Growth and
Poverty Reduction Strategy (EGPRS)
developed by the Government of the
Republic of Moldova and proposed
for public discussion at the end of 2003
The Strategy envisages the implemen-
tation of a number of measures aimed
at optimizing public expendituress
pending management and focused on
defining strategic priorities and reori-
enting budget management toward
obtaining expected results making the
budget management more results-based.

Unfortunately, according to the fore-
casts presented in the EGPRS, the
Government will face a continuous
deficit of funds in the next three years.
This will require restrictive budget-
ary policies. Consequently, the prac-
tice of rationalizing and optimizing
public expenditures will continue,
along with the reallocation of existing
resources. Against the background of
serious problems facing the social sec-
tor, if its chronic under-financing per-
petuates there will be no significant
changes in the human development
indices.

Analysis during 1997-2002
shows that, the share of the con-
solidated budget expenditures
in GDP was permanently de-
creasing (from 40.5%in 1997
down to 23.6% in 2002)

In order to prevent the ag-
gravation of the situation in
education, healthcare and so-
cial protection, the financing
strategies of the relevant sec-
tors should take into account
the reduced level of incomes
of the population and should
be based on the state sup-
port to the priority areas that
determine the level of human
development in the country
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The attainment of higher levels
of human development in the
Republic of Moldova will be
possible only if a series of ra-
dical reforms in the economic
and social sectors are imple-
mented since the current course
of semi-reforms and half-mea-
sures is insecure

The human development situ-
ation of the Republic of Mol-
dova is not only different from
a decade ago, but it is more
dynamic and complex
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Based on the hypothesis that the pre-
sent trends in education and health-
care will persist in 2004-2006, a linear
extrapolation of the enrollment ratio
at all educational levels and of the life
expectancy at birth shows that the
value of the index of education will not
change and the index of life expectancy
will increase from 0.719 in 2002 to 0.737
in 2006. Consequently, the Human
Development Index will increase from
0.709 in 2002 to 0.726 in 2006, a growth
that is insufficient even in compari-
son with other countries with medium
human development (see Figure 5.3).
Thus, the attainment of higher levels
of human development in the Repub-
lic of Moldova will be possible only if
a series of radical reforms in the eco-
nomic and social sectors are imple-
mented since the current course of semi-
reforms and half-measures is insecure.

Key Policy Human
Development Areas

As was shown, improving governance
in the Republic of Moldova has to be
addressed at multiple levels. The hu-
man development situation of the
Republic of Moldova is not only dif-
ferent from a decade ago, but it is
more dynamic and complex. In par-
ticular the role of the state and civil
society has to be repositioned. Policy
efforts and initiatives have to be di-
rected at building individual and col-
lective capacities for human develop-
ment. There are key human develop-

Figure 53. The Evolution of the Human
Development Index (main scenario)
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ment areas that have been identified
where the need to strengthen capaci-
ties is of utmost importance. These
include:

Governance

= Reforming the central public admin-
istration by reorienting it from di-
rect control of economic activity
to the creation of a favorable frame
for the development of the private
sector and sustainable economic
growth.

= Orienting the government as a
whole and each ministry separately
toward strategic planning and de-
velopment of public policies, and
separating the process of develop-
ing public policies from their imple-
mentation.

= Preventing attempts to restrain the
autonomy of local public adminis-
trations, eliminating unjustified in-
tervention in the daily activity of
local representative and executive
bodies, and adjusting the legal
framework to reflect current devel-
opmental trends in regional and
local autonomy in European coun-
tries.

= Improving the legal framework for
the local public administration to
eliminate overlaps and contradic-
tions related to the delimitation of
competencies of local and central
public authorities, as well as of lo-
cal authorities of the first and sec-
ond levels.

= Implementing modern methods of
developing central and local bud-
gets, identifying reliable sources of
funding, and establishing a set of
norms for the transfers of the state
revenues not only to the budgets
of the second-level administrative-
territorial units, but also to the bud-
gets of the first-level ones;

= Intensifying the fight against cor-
rupt practices that lead to the pri-
vate business dominating overrid-
ing the state, and against adminis-
trative corruption that constitutes
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an additional undeclared tax that
affects the poor in particular.

Developing an ethics code for civil
servants, recruiting personnel openly
and competitively, promoting them
based on merit and professional com-
petence, and separating political
functions from administrative ones.

Implementing new information tech-
nologies at all levels of administra-
tion as soon as possible, develop-
ing and maintaining official web
sites, developing elements of “elec-
tronic governance.”

Civil Society

Further strengthening nongovern-
mental organizations as entities that
can influence the process of improv-
ing the quality of governance; fos-
tering the involvement of NGOs in
new activities and their expansion
to rural areas; diversification of fun-
ding sources and consolidation of
the financial autonomy of NGOs.

Creating a legal framework to guar-
antee to nongovernmental organi-
zations and to all unassociated citi-
zens free access to information, and
expanding their opportunities to
participate in decision making.

Unconditionally guaranteeing free-
dom of the press, adjusting legisla-
tion to conform to the requirements
of a true democracy, and prevent-
ing attempts to use the mass me-
dia for opportunistic political goals.
Ceasing attempts to mimic reforms
in the mass media by turning ra-
dio and television, as means of in-
formation and public opinion build-
ing, into public institutions servic-
ing the entire society; promoting the
norms and principles of the jour-
nalistic codes of ethics.

Ascertaining scientific evidence and
creating a favorable environment
for the development of the national
culture and its integration into the
international system of values. Imple-
menting modern cultural manage-
ment practices and diversifying the

sources of funding for cultural in-
stitutions.

Education
¢ Creating a common education space

in the Republic of Moldova by in-
tegrating ethnic, linguistic, and re-
ligious minorities into society, de-
centralizing competences and respon-
sibilities; increasing the autonomy of
educational institutions, and involv-
ing parents more actively in the ma-
nagement of schools.

Developing and implementing sys-
tems of sustainable funding for
education based on a shift from in-
stitutional funding to funding per
student. Delimiting responsibilities
in financing educational institutions
and allocating funds for different
levels of education according to the
standards of developed countries.

Increasing the effectiveness of the
education system, implementing mo-
dern methods of institution, teacher,
and student evaluation, improving
the quality of education by increas-
ing the admission rate and adapt-
ing current curriculum to the needs
of a modern economy.

Providing equal opportunities for
quality education for all children by
updating the network of educational
institutions and supporting children
from poor families and children in
difficult situations.

Rendering education apolitical and
nonpartisan; creating councils com-
posed of representatives from aca-
demic, teacher, and parent commu-
nities for the management of the
education system; these councils
would make decisions regarding the
school curriculum and promote sci-
entific evidence, civic peace, and to-
lerance in society.

Ensuring the attainment of objec-
tives formulated in the National
Strategy on Education for All:

to increase by the year 2007 the rate
of enrolment in the early childhood
programs of the children of 3-5
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years of age up to 75 % and of the
children of 6-7 years - up to 100 %;
to reduce during the same period
the discrepancies between the dis-
advantaged groups and the ones
with average incomes as well as dif-
ferences between urban and rural
areas down to less then 5%;

to achieve the universal access to
quality basic education, by ensur-
ing that recognized and measurable
results are achieved by all, espe-
cially in literacy, numeracy and es-
sential life skills, including health
education, vocational training, etc.

by the year 20072015;

to ensure that by 2015 all children,
especially children in difficult cir-
cumstances and those from ethnic
minorities, have access to and are able
to complete education that is free,
compulsory and of good quality;

to promote inclusive education
which addresses the needs of chil-
dren with special education needs
and provide support and guidance
to schools, particularly with regard
to curriculum for students with emo-
tional and behavioral difficulties;

to increase or at least to maintain
the current level of adult literacy
(95 %) by 2007; to provide access
for all families to family education
programmes that would allow them
to develop better parental skills and
communication with their children,
leading to the fulfillment of chil-
dren’s rights;

to ensure the development of skilled
human resources for a democratic
social and economic life through the
provision of appropriate learning
opportunities, especially for the youth
and adults in difficult circumstances.

Health Care

e Adjusting the law on mandatory

health insurance to the interests of
the patient, developing complemen-
tary laws and normative acts to as-
sure transparency and competitive-

ness in pricing medical services and
selecting providers of such services,
defining the status and funding
methods of medical facilities under
the conditions of mandatory health
insurance.

Revising the methods of develop-
ing and managing the healthcare
system budget, defining the roles of
the state and local public authorities
in guaranteeing fair access to qual-
ity healthcare services, and establish-
ing a sustainable funding system
based on national and regional pro-
grams that are assessed based on
relevant and measurable indicators.

Ensuring the independence of the
system for assessment and accredi-
tation of medical and pharmaceu-
tical facilities, implementing qual-
ity standards, eliminating monopo-
lies, and developing an environment
encouraging free competition in
training professionals and provid-
ing services in health care.

Developing the primary health care
system, strengthening the financial
and administrative autonomy of
healthcare facilities, creating medical
centers of a new type oriented to-
ward the provision of primary health
care services at the patients’ homes
or places of residence. Modernizing
medical university, postgraduate, and
college curricula to train profession-
als for primary health care.

Fostering the development of the
private sector in health care; encour-
aging citizens to participate directly
in solving healthcare issues; and
implementing administrative struc-
tures to allow patients to choose their
medical facilities and doctors freely.

Improving the remuneration system
for the public health care employ-
ees by implementing the principles
of remuneration being based on the
quality of healthcare services pro-
vided; eliminating direct financial
relationships between doctors and
patients.
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Social Protection

= Reevaluating the role of the Parlia-
ment and government in creating
a legal and normative framework
required for a stable and effective
operation of the social protection
system, eliminating intervention of
political factors in managing social
protection funds, and ceasing deci-
sion making that undermines the
fiscal sustainability of the system.

= Delimiting responsibilities and elimi-
nating overlaps in the management
of the social protection system; pre-
venting the involvement of govern-
mental agencies and not authorized
public associations in the manage-
ment of funds meant for the social
protection of citizens.

= Revising adequately the current le-
gal and normative framework to
achieve a strict observance of the
fundamental principles of the pub-
lic social protection system: unique-
ness, equality, social solidarity, com-
pulsory and contributions-based
nature, distribution, and autonomy
of social protection institutions.

= Redistributing rationally the social
protection contributions between
employers and employees, gradu-
ally reaching equal shares to secure
the interest and responsibility of
both parties in the effective opera-
tion of the social protection system
and to prevent tax evasion. Creating
and developing non-state pension
funds, especially professional funds.

= Ensuring the increased accountabil-
ity of decision makers for the ad-
ministration, funding, and effective-
ness of the public social protection
system. Developing sectoral strate-
gies to permit the efficient use of
available resources in order to re-
spond more effectively to the needs
of the people and social groups who
are truly disadvantaged. Correcting
the discrepancies between the lengths
of the contributions payment peri-
ods, amounts of contributions, and
magnitude of pensions of the privi-

leged categories of citizens. Elimi-
nating discrepancies between rural
and urban communities in terms
of the level and quality of social pro-
tection.

» Implementing urgently a system of
individual recordkeeping for con-
tributors and beneficiaries of the
public social insurance system; its
integration into the national infor-
mation systems.

Looking Ahead: Three
Prospective Scenarios for
the Republic of Moldova

Three Scenarios for the

Future of Moldova

The issue of governance and its links
to human development has emerged
as a key framework to understand
complex transition processes, and to
promote agendas for action. As was
mentioned in the 2002 Human Devel-
opment Report, an increase in a
country’s material resources and means
is only one of the essential conditions
for achieving higher levels of human
development. Equally important, if not
more, is the collective capacity to
transform means into valued out-
comes. As the case of the Republic of
Moldova has confirmed, a critical ele-
ment in this process is the quality of
governance. As substantial public and
private resources are being made
available to support strategies for hu-
man development, there is an obliga-
tion to ensure that those resources
yield adequate results for the benefit
of the poor and the vulnerable.

In as much as good governance can
help enhance human development, the
lack of adequate governance can
erode capabilities to meet even the
basic subsistence needs for large seg-
ments of the population. The policies
that have been pursued in the Repub-
lic of Moldova over the last decade
have gradually and more explicitly
begun to recognize human develop-
ment. Independence has created con-
ditions for promoting an authentic hu-
man development framework, empha-

The issue of governance and its
links to human development has
emerged as a key framework to
understand complex transition
processes, and to promote agen-
das for action

The lack of adequate gover-
nance can erode capabilities to
meet even the basic subsis-
tence needs for large segments
of the population
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In attaining the goal of a more
inclusive human deve|opment
and stronger governance in the
Republic of Moldova, one of
the most difficult tasks will be
to overcome the institutional,
social, economic and external
constraints

At this critical juncture of its
transition process, there are
three prospective scenarios for
the Republic of Moldova. The
first one would involve the
current situation sliding down
into a permanent state of con-
flict and a concurrent deterio-
ration of human development
indicators

A second more optimistic sce-
nario is sustaining the current
situation indefinitely, oscillat-
ing periodically between de-
clining economic and human
development trends and re-
covery

The third and more appropri-
ate perspective scenario for the
Republic of Moldova would
be to move the process of tran-
sition into a different stage, cha-
racterized mainly by a gradual
but steady progress in both go-
vernance and human develop-
ment indicators

sizing diversified forms of ownership,
market-oriented policies and the expan-
sion and improvement of public services.

These achievements cannot deny that
the transition has been and still is a
complex process and that so far it
has created more costs than benefits
for the society as a whole. At the same
time there is an official commitment
by the government to achieve an im-
provement in the quality of life in the
Republic of Moldova over the next
few years. Similarly, even though good
governance as a concept is still evolv-
ing, it is widely recognized that irre-
spective of how one defines it, good
governance does not preclude civil
society. In attaining the goal of a more
inclusive human development and
stronger governance in the Republic
of Moldova, one of the most difficult
tasks will be to overcome the institu-
tional, social, economic and external
constraints that are limiting a more
optimal use of resources for human
development. Such task is more chal-
lenging, as it needs to be fulfilled in
the context of internal conflict disputes
and stagnant economic situation. Con-
sequently, good governance will be
called to play a decisive role in con-
solidating and deepening the reform
process, towards the country that the
Republic of Moldova aspires to be.

At this critical juncture of its transi-
tion process, there are three prospec-
tive scenarios for the Republic of
Moldova. The first one would involve
the current situation sliding down into
a permanent state of conflict and a
concurrent deterioration of human
development indicators. The ultimate
result of this scenario would involve
fragmentation of the political system
with a dramatic reduction of institu-
tional legitimacy and performance,
coupled with social disintegration lead-
ing to potential violent conflicts over
control of territories. In this scenario
any kind of political or party agree-
ment would become impossible and
the possibility of reform will suffer.

A second more optimistic scenario is
sustaining the current situation indefi-

nitely, oscillating periodically between
declining economic and human devel-
opment trends and recovery. This
scenario would be characterized by
some isolated improvements as well
as limited reforms mainly sponsored
by donors. The government would
take a leading role in all decisions,
and the essential problems demand-
ing solution would not be tackled. In
this scenario, there would not be any
serious political reform, albeit a few
restricted partisan agreements leading
to cosmetic changes. Social tension will
remain, with short, sporadic, localized
conflicts in certain sectors controlled
by a substantive degree of force. A
structural resolution of limited social
demands would be delayed. In the
medium and long terms, neither of
these two scenarios is highly desir-
able, as both lead towards less good
governance and human development.

The third and more appropriate per-
spective scenario for the Republic of
Moldova would be to move the pro-
cess of transition into a different stage,
characterized mainly by a gradual but
steady progress in both governance
and human development indicators.
In this scenario the quality and de-
gree of transparency of public admin-
istration would improve, gradually but
progressively. There would be politi-
cal will for an orderly and sequential
reform, in coordination with active
civil society groups. The reform of the
governance system and institutions
would be given explicit priority, re-
sources and time. The party system
would be committed to a new style
of political leadership, emphasizing less
corruptive structures and the realiza-
tion of electoral promises. The collec-
tive capabilities of managing conflict
in the government and in society
would be strengthened. And, there
would be cooperation between the
state and society in different areas and
at different levels.

There is no doubt that the third sce-
nario represents the most likely op-
tion for the Republic of Moldova. It
would involve a comprehensive strat-
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egy and a collaborative effort by the
state, civil society and external actors.
Based on the analysis in the chapters
and sections above, such a strategy must
include at least five key policy areas:

¢ Accelerating institutional reforms,
including further improvement of
the legal framework, clarification of
the rules, and regulatory frame-
works. Of course improving the le-
gal system alone will not guarantee
a better business and investment
climate. Thus another key institu-
tional reform would be effective law
enforcement. At the same time,
wider participation of the public in
social, economic, and political life
must be promoted. However, public
participation will only be effective
if it is organized in an open, equi-
table and transparent manner. Thus
a priority must be to accelerate pub-
lic administration reform and to
implement grassroots democracy.

¢ Furthering economic restructuring,
to increase the levels of efficiency
and competitiveness of the whole
economy. In parallel the financial
sector in the Republic of Moldova
requires profound reform. An inte-
gral part of theEconomic restruc-
turing measures must be presented
in the eventual action plan for Eu-
ropean integration.

¢ Further reforming education and
training, to nourish a new produc-
tive structure and reinforce human
development strategies. As in other
sectors, clearly defining the roles
and responsibilities of governmen-
tal and non-governmental actors
must be an integral part of the re-
form. The government must define
a clear set of national service stan-
dards for basic education that can
be guaranteed to every pupil and
specify a minimum performance
level for each school. Moreover, the
basic education curriculum could
be further modernized by moving
away from static learning methodo-
logies into a more modern dynamic
and flexible education system that

encourages creative and innovative
thinking and makes use of the lat-
est information technologies.

¢ Expanding and improving public
services, with the state evolving into
a facilitator rather than a direct pro-
vider of services. Education and health
services as well as in-service train-
ing, supervision and quality assur-
ance mechanisms must be enhanced
both at the national and munici-
pality local levels. More precise in-
formation on the health and edu-
cational status of the population,
particularly on disparities between the
village, commune, town, and munici-
pality should be made available. Go-
vernment spending on education,
health and social protection must
be increased. Efforts should also be
made to improve the effectiveness
and efficiency of intra-sectoral al-
locations, with a focus on more dis-
advantaged and isolated regions.

¢ Promoting rural development, to
boost agricultural production as
well as promote diversification and
non-farm business activities. This
would be essential for ensuring food
security, increasing incomes and re-
ducing people vulnerability in ru-
ral areas.

Without strengthening and deepening
the reform process, both good gover-
nance and human development will
continue to suffer and the Republic
of Moldova’s aspirations for the fu-
ture might not be realized. There are
three distinct perspective scenarios for
the future of the Republic of Moldova.
Not explicitly choosing the most ap-
propriate one as a goal might put at
risk the small but important accom-
plishments of the last decade. Transi-
tions are difficult processes, and steer-
ing a transition process to favor good
governance and human development
appears even more challenging. But
developing and implementing reforms
that would contribute to a new more
dynamic production pattern, as well
as to human development, is an op-
portunity that cannot be denied.

Without strengthening and
deepening the reform process,
both good governance and hu-
man development will conti-
nue to suffer and the Republic
of Moldova's aspirations for the
future might not be realized
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The Human Development Index and
Other Human Development Measures

Since it first appeared in the first Human Development Report in 1990, the Hu-
man Development Index (HDI) has been rather successful in serving as an
alternative measure of development, supplementing economic indicators. This
index measures a country’s achievements in three aspects of human develop-
ment: longevity, knowledge, and a decent standard of living. Longevity is
measured by life expectancy at birth; knowledge is measured by a combina-
tion of the adult literacy rate and the combined gross primary, secondary, and
tertiary enrolment ratio; and standard of living, as measured by Gross Domes-
tic Product (GDP) per capita (in US$ Purchasing Power Parity-PPP). All three
are used to construct an index between 0 (low) and 1 (high), and on which
annual country rankings are based on.

In general, it is considered that HDI is not able to capture all country-specific
realities and short-term impact with regard to newly implemented policies.
This has led international and national analysts to attempt to refine the con-
cept and its measurement tools by further research and the incorporation of
different perspectives. As part of these efforts, during the last decade global
HDR and many NHDRs have introduced several additional indices that go
beyond the uniform composite measure of longevity, educational attainment,
and standard of living variables. For example:

o The Gender-related Development Index (GDI), which was formulated in the
mid-1990s to factor gender inequality in life expectancy, educational attain-
ment, and standard of living into an index.

e The Gender Empowerment Measure (GEM), as a measure of the relative
participation of women and men in political and economic activities.

e The Human Poverty Index (HPI) to measure deprivation in longevity, knowl-
edge, and a decent standard of living.

Monitoring human development is important for assessment, policymaking
and enhancing opportunities for people. The HDI and other human develop-
ment indicators can be considered useful tools to measure and compare hu-
man development progress and setbacks across countries. These indicators
also have potential to promote and encourage policy change. The need to
continue to refine their methodology, statistical sophistication and disaggrega-
tion, to better monitor changes within countries, has been recognized by the
majority of the members of the global human development community.

Calculating Human Development Indicators
for the Republic of Moldova

The Republic of Moldova disposes of current data that can be used to calcu-
late the HDIL, GDI and GEM at the national level. In this Report for the first
time there was an attempt to calculated the GDI and GEM for 1999, 2000, 2001
and 2002, using for this purpose the UNDP methodology presented in the
Global Human Development Report for 2002. Due to a lack of statistical data,
at present it is not possible to calculate the HPI for the Republic of Moldova.

Calculating the Human Development Index (HDI)

The HDI is based on three indicators: longevity, educational attainment and
living standard. The longevity is measured by life expectancy at birth. The
educational attainment is the weighted arithmetic average of the adult literacy
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rate (two-thirds weight) and the average ratio at all levels of education (one-third
weight). As a measure for the living standard the HDI uses the per-capita GDP in
US dollars, calculated taking into account the purchasing power parity (PPP).

The basic inputs for the calculation of the HDI for the Republic of Moldova
are presented below. For example, the components of the HDI for the Republic
of Moldova are:

Life expectancy = 6813 years
Adult literacy rate = 964%
Combined enrolment ratio =70.7%
Per-capita GDP at the purchasing

power parily = US$2428

Each component is being compared with the following fixed minimum and
maximum values established by UNDP: 25 and 85 years respectively for life
expectancy; 0 and 100% for adult literacy rate; 0 and 100% for the combined
enrolment; US$100 to US$40,000 for GDP per capita. Before the HDI itself is
calculated, and index needs to be created for each of these dimensions. To
calculate these dimensions the minimum and maximum values are used to
calculate using the following general formula:

actual value — minimum value

Dimension Index = - —
maximum value — minimum value

Using the formula, the following results are attained:

Life expectancy index:

(6813 — 25) / (85 - 25) = 0719;

Adult literacy index:
(964 — 00) / (1000 — 00) = 0964.

Combined gross enrolment index:

(707 — 00) / (1000 — 00) = 0.707.

Educational attainment index, calculated on the basis of two previous indices:

(2x0964 +0707) / 3 = 0878.

The GDP per capita index is calculated using adjusted GDP per capita (PPP
US$). In the HDI income serves as a surrogate of al the dimensions of human
development not reflected in a long and healthy life and in knowledge. Income
is adjusted because achieving a respectable level of human development does
not require unlimited income. Accordingly the logarithm of income is used.

CDP per capita index:
(log 2428 - log 100) / (log 40000 - log 100) = 0532.

The Human Development Index, calculated as an average of the three main
indices with equal weight, is as follows:

(0.719 + 0878 + 0532) / 3 = 0.710.
Calculating the Gender-related Development Index (GDI)

The gender-related development index (GDI) uses the same basic elements as
the HDI but adjusts indices of life expectancy, educational attainment and
income to reflect the inequalities between male and female population.

The calculation of the GDI involves three steps.

First, female and male indices in each dimension are calculated according to
this general formula:
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actual value — minimum value

Dimension Index = - —
maximum value — minimum value

Second, the female and male indices in each dimension are combined in a way
that penalizes differences in achievement between men and women. The re-
sulting index, referred to as the Equally distributedindex, is calculated according
to this general formula:

Equally distributed index = {[female population share (female index'™)]
+[male population share (male index'®)]}V""¢,

where € measures the aversion to inequality. In the GDI € =2 (the average of
values for men and women). Thus, the equally distributed index becomes:

Equally distributed index = {{female population share (female index™)]
+[male population share (male index™ )]}"%

Third, the GDI is calculated by combining the three equally distributed indi-
ces in an unweighed average.

Below are the relevant calculations for the Republic of Moldova.

Calculating the Equally distributed life expectancy index:

FEMALE MALE
Lifeexpectancy: 71.77 years Lifeexpectancy: 64.4 years
LEI = (71.71-27.5) /( 87.5-27,5) = 0.738 LEI = (64.40-22.5) / (82.5-22.5) = 0.698

Next, the female and male indices are combined to create the equally distrib-
uted life expectancy index, using the general formula for equally distributed
indices:

FEMALE MALE
Population share: 0.521 Population share: 0.479
LEI: 0.738 LEI: 0.698

Equally distributed life expectancy index:
{{0.521 (0.7387)] + [0.479 (0.698 )]}" = 0.718.

Calculating the Equally distributed education index:

FEMALE MALE

Adult literacy rate: 94.5% Adult literacy rate: 98.6%

Adult literacy index: 0.945 Adult literacy index: 0.986
Grossenrolment ratio: 72.2% Grossenrolment ratio: 67.6%
Grossenrolment index: 0.722 Grossenrolment index: 0.676
Education index: Educationindex:

2/3(0,945) + 1/3 (0,722) = 0.871 2/3 (0.986) + 1/3 (0.676) = 0.883
Population share: 0.521 Population share: 0.479

Equally distributed education index:
{{0.521 (0.8717")] + [0.479 (0.8837")]}"' = 0.877.

Calculating the Equally distributedincomeindex is rather complex. The values of
GDP per capita in PPP US dollars are calculated taking into account the
female and male earned income. These incomes in their turn are estimated by
using the ratio of the female wage to the male wage and the female and male
percentage shares of the economically active population. Where data on the
wage ratio are not available, a standard value of 75% is used. The female and
male per capita income (PPP US dollars) is calculated similarly to the HDI and
used to calculate the equally distributed income index.

Total GDP (PPP US dollars) is calculated by multiplying the total population
by GDP per capita (PPP US dollars).
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Total population: 3623 (thousand)

GDP per capita(PPPUSdollars): 2428

Total GDP (PPPUS dallars) (Y): 3623 x 2428 = 8796644 (thousand)
Ratio of femaleto male non-agricultural wage (Wf /Wm) = 75%

Femal e percentage share of economically active population (EAf): 50.76%
Male percentage share of economically active population (EAm): 49.24%

Female share of the wage bill (S

Sy W./W (EA) B 0.75(50.76) 0436
©) = [W,/W (EAJFEA, — [0755076)+4924

Female and male GDP (PPP US dollars):

Female share of wagehill (5)=0.436
Total GDP(PPPUSdollars) (Y) = 8796644 (thousand)
Female population (Nf ) = 1888 (thousand)

Estimated female GDP (PPP USdollars)
(YF) =S (Y)/N, = 0,436 (8796644) / 1888 = 2031

Male population (Nm) = 1735 (thousand)
Estimated male GDP (PPP USdollars)
(Ym)=[Y-S (V)] /N, =[8796644 — 0,436 (8796644)] / 1735 = 2860

Calculating the income the same way as the HDI, the Equally distributed income
index for female is:

(log 2031 — log 100) / (log 40000 — log 100) = 0.503.

Equally distributed income index for male is:

(log 2860 — log 100) / (log 40000 — log 100) = 0.560.

Income equally distributed index:
{{female population share X (estimated female earned income (PPP US dollars)]

+ [male population share (estimated male earned income (PPP US dollars) '] ' =
={[0.521 (0.5037)] + [0.479 (0.560~")]}"' = 0.529.

Gender-related Development Index (GDI) is calculated as a sum of the three
component indices: the equally distributed life expectancy index, the equally
distributed education index and the equally distributed income index:

1/3 (0.718 + 0.877 + 0.529) = 0.708.

Calculating the Gender Empowerment Measure (GEM)

The Gender Empowerment Measure (or in other words the women’s participa-
tion index) focuses on women’s opportunities rather than their capabilities. The
GEM captures gender inequality between men and women in three key areas:

e Dolitical participation and decision-making power, as measured by women’s
and men’s percentage shares of parliamentary seats;

e Economic participation and decision-making power, as measured by women’s
and men’s percentage shares of positions as senior officials and managers and
women ’s and men ’s percentage shares of professional and technical positions;

e Power over economic resources, as measured by women’s and men’s esti-

mated earned income (PPP USS$).

For the first two dimensions, the methodology of population-weighted average
is used (1 — €) in order to get “an equally distributed equivalent percentage”
(EDEP) for male and female together. Each variable is then indexed by divid-
ing the EDEP by 50%.

The value of income variable (power over economic resources) is calculated similarly
to the GDI the only difference being that the unadjusted value of GDP is used.
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Those three indices - political and economic participation and decision-mak-
ing and control over economic resources are added in order to calculate the

final value of the GEM.
Below are the relevant calculations for the Republic of Moldova.

The Share of the political participation (parliamentary representation) is calcu-
lated using the female and male percentage shares (15.8% female and 84.2%
male) of parliamentary representation. The calculation leads to the following
values:

{{0.521 (158 ] + [0479 (84.2 M)} ~' = 25.86 (EDEP %).
Index of political decision-making: 2586 / 50 = 0517.

The Index of decision-making power in economic field is calculated on the basis of
women’s and men’s percentage shares of senior officials and managers posi-
tions (40.2% women and 59.8% men) and another for women’s and men’s
percentage shares of professional and technical positions (60.3% women and
39.7% men). The two variables were calculated as follows:

Indexed EDEP for positions as senior officials and managers:
{{0.521 (40.2%] + [0479 (59.8Y)]}' = 47.69;
4769 / 50 = 0.954.

Indexed EDEP for specialists with scientific and intellectual professions:
{{0.521 (60.3%)] + [0.479 (39.7H]' = 4830
4830 / 50 = 0.966.

Index of decision-making in the economy: (0.954 + 0.966) / 2 = 0960 .

Index of earnedincome is calculated using female percentage in the total popu-
lation (521%), the economically active population (50.76%), ratio of the female
non-agricultural wage to the male non-agricultural wage (75%) and the unad-
justed GDP per capita (US$ PPP 2428). Using the same formula as for calcu-
lation of the GDI the result is as follows:

GDP per capitafor women (PPP USdollars) = 2031;
GDP per capitafor men (PPPUSdollars) = 2860.

These two variables are used for calculation of specific indices: GDP per
capita for women and men (PPP).

Index of GDP per capitafor women (PPP): (2031 - 100) / (40000 - 100) = 0.048;
Index of GDP per capitafor men (PPP): (2860 - 100) / (40000 - 100) = 0.069.

The Equally distributed income index is calculated as follows:
{[0.521 (0.048")] + [0.479 (0.069)]' = 0.056.

The Gender Empowerment Index is calculated as an average of the three
indices: political participation, economic participation and equally distributed
income:

(0517 + 0.960 + 0.056) / 3 = 0511.

Selected Definitions of Some Human
Development Indicators

Total consumer expenditure of households includes amounts spent on food and
consumable industrial products, on services and the equivalent of human
consumption of food and industrial products from households own resources.

Householdis a group of two or more persons that dwell together in a usual
way, are, generally, relatives and manage the house together. Persons that live
and run the house alone are considered to be one-person household.
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Adult population literacy rate is the share of persons of 15 and more years of age
that attended or finished school or can write and read not having finished
school, out of the total population of 15 and more years of age.

Education coverage rate is the number of students enrolled at an educational
level, without regard to whether they belong or not to the age group that
corresponds to the level, as a percent of total population of the respective age
group (education level I corresponds to the age group of 7-10 years, II to 11-17
years and IIl to 18-22 years). As a whole, all three levels correspond to the age
group of 7-22 years.

Conjectural fertility rate is the average number of children that a woman during
the fertile period would give birth to, if the current fertility pattern were to
continue.

Preschool education is the first stage of training organized in education, correspond-
ing to the level 0 of International Standard Classification of Education (ISCE).

Primary education is 1st level education (ISCE 1), which main function is to
ensure baseline elements of education.

Secondary education is 2nd level education that includes stage 1 - gymnasium
(ISCE 2), based on at least 4 years of training and stage 2 (ISCE 3) that ensures
general or specific education.

Higher education is 3rd level education (ISCE 56,7), in which the condition for

admittance is the completion of secondary education.

Dwelling is a construction unit formed of one or more rooms meant for living,
usually, with dependences or other areas, independent from the functional
point of view, with a separate entrance and used, usually, by a sole household.

Active population from the economic point of view are persons able to work that
constitute the labor force available for the production of goods and services in
the national economy (during the respective period). It consists of the active
employed population and the unemployed.

Employed population are persons of 15 and more years of age that undertake an
economic or social activity of goods or services production, for at least an
hour during the respective period, with a goal of receiving revenue in the form
of wage, remuneration in kind or other benefits.

Inactive population from the economic point of view are persons, regardless of age,
who do not undertake a social or economic activity and are found in one of
the following situations: are students, pensioners, housekeepers, supported by
the state or maintain themselves due to the revenue other than those from
work (lease, rent, etc.).

Gross domestic product (GDP) is the main synthetic indicator of the National
Account System that compares the final results of activity undertaken by
resident units of production of goods and services.

GDP per capita calculated at the purchasing power parity - utilization of official ex-
change rates of conversion of national currency into US dollars cannot mea-
sure relative internal purchasing power of currencies. Thus, the United Nations
Project of International Measurements suggested a calculation of the real GDP
on a comparable scale at the international level, using as a factor of compari-
son purchasing power parity. The Republic of Moldova participated at the
multilateral works of comparison for 1993 and 1996 within the framework of
the Programme of European Comparison (project implemented by DSAS to-
gether with, Eurostat; National Committee for Statistics of Romania and Cen-
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tral Office for Statistics of Austria). On the basis of the results of those works,
calculation was made of GDP per capita at PPP over 1993-1999. For 1993-1995
PPP was recomputed due to the methodology changes introduced in 1996.

Correlation of demographic dependence is the correlation between the population
determined as dependent (under 15 and over 65 years of age) and population
of working age (between 15 and 64 years).

Correlation of economic dependence is the inactive and unemployed population
per 1,000 persons actively employed.

Labor forcerenewalrate is the population under 15 years correlated to one third
of population between 15 and 59 years of age.

Infantmortalifyrate is the number of deceased under 1 year per 1,000 live births.

Maternal mortalityrate is the number of women deceased while giving birth per
100,000 newborns.

Unemployment rate is the correlation between number of unemployed and
active population (the unemployed plus population employed).

Life expectancy at birth represents the number of years a newborn could live if
current mortality rate lingers.

Natural increase is the number of live births minus the number of deceased.

Registered unemployed are persons able to work, of working age, who have no
workplace, no other legal income and are registered at employment agencies
as persons in search of jobs and who prove their wish to work.

Dole beneficiaries are persons inscribed at employment agencies (registered
unemployed), beneficiaries of public funds (dole or welfare recipients).

Unemployed according to the ILO classification (ILO) are persons over 15 years of
age, who during the respective period meet the following conditions: do not
have a job and do not undertake any for-profit activity; are in search of a job,
having used for the last 4 weeks different methods of finding it; and are able
to begin work in the next 15 days, if they could immediately find a job.

Participation in labor forcerate of the population of working age (15-64 years) is
the correlation between the active population of working age and the total
population of working age.

Underemployed persons are persons that have a job (are employed), but have
worked independently of their will less than a usual working term and search
for a full-time activity or a supplementary activity or are available in the next
15 days for such activity.

Discouraged persons are inactive persons, able to work in the next 15 days, who
have declared that they are in search of a job, but undertook nothing regard-
ing this goal for the period of 4 weeks or do not search for a job due to the
following reasons: they believed there were no vacant jobs or did not know
where to search; they do not consider themselves to be prepared from the
professional point of view; and they believe they will not find any job due to
their age or have failed in finding it.

Avadilable revenue of household includes all pecuniary and in-kind revenue ob-
tained from different types of activity.

Consumer expenditure corresponds to pecuniary and in-kind expenditure on
consumer necessities of a household: food, clothes, dwelling, health, culture and
recreation, etc.
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Selected Indices of Human Development
for the Republic of Moldova

The information represents data without the left bank of the Nistru River and
city of Bender, unless specified otherwise.

Table A.1. Human
Development Index (HDI)

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Gross domestic product
(GDP) per capitain:

- lei, current prices 505 1313 1798 2167 2441 2498 3379 4402 5247 6227
- USdollarsat purchasing
power parity* 2935 2975 2105 2100 2188 2020 1955 2112 2296 2428
Adult population literacy
degree (%) 96.4 96.4 96.4 96.4 96.4 96.4 96.4 96.4 96.4 96.4
Education coverage gross
degree (%) 717 70.2 711 71.8 73.0 732 717 70.3 70.4 70.7
Life expectance at birth
(years) 67.5 66.1 65.8 66.7 66.6 67.8 67.4 67.6 68.2 68.1
Index of:
-grossdomestic product 0.564 0.566 0.508 0.508 0.515 0.502 0.496 0.509 0.523 0.532
-education 0.881 0.877 0.880 0.882 0.886 0.887 0.880 0.878 0.877 0.878
-lifeexpectance 0.708 0.685 0.680 0.695 0.693 0.713 0.707 0.710 0.720 0.719
Human Development
Index (HDI) 0.718 0.709 0.689 0.695 0.698 0.701 0.694 0.699 0.707 0.710

Estimated on the basis of the European Comparing Program results of 1996.
" Age of 7-22 years.

Table A.2. Gender-related
Development Index (GDI)

1999 2000 2001 2002
Lifeexpectancy 67.4 67.6 68.2 68.1
- Women 71.0 71.2 717 7177
-Men 63.7 63.9 64.5 64.4
Adult population literacy
degree (%) 96.4 9.4 9.4 96.4
- Women 94.5 94.5 94.5 94.5
-Men 98.6 98.6 98.6 98.6
Education coverage gross
degree (%) 712 70.7 70.4 70.7
- Women 724 72.1 72.4 72.2
-Men 70.1 68.9 68.5 67.6
Gross domestic product per
capitain US$ PPP 1955 2112 2296 2428
- Women 1646 1734 1895 2031
-Men 2455 2523 2733 2860
Gender-related Devel opment
Index (GDI) 0.694 0.697 0.705 0.708
Table A.3. Gender
Empowerment Indicators in the
Republic of Moldova
1999 2000 2001 2002
Parliamentary participation (%) 7.9 79 12.9 15.8
Leaders and senior officialsin public adminis-
tration and economic and socia units (%) 36.6 33.2 375 40.2
Intellectua and scientific jobs 61.3 63.1 62.4 60.3
Percentage of women inthetotal population 52.1 52.1 52.1 52.1
Percentage of womeninthetotal of active
population 49.3 49.96 50.11 50.76
GDP per capitain US$ PPP 1955 2112 2296 2428
-Women 1646 1734 1895 2031
-Men 2455 2523 2733 2860

Index of women'’sparticipation in social life 0.428 0.414 0.473 0.511
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Table A.4. Demographic
Profile
1995 1996 1997 1998 1999 2000 2001 2002

Total population as of 1 January (thou
persons) 4347.9 4334.4 4320.0 4304.7 4293.0 4281.5 4264.3 4247.7
Population without Transnistriaand city of
Bender (thou persons) 3678.4 3671.8 3663.7 3655.0 3649.3 3643.5 3634.5 3627.2
Annua natality rate (%) -0.1 -0.3 -0.3 -0.3 -0.3 -0.3 -04 -04
Birth-rate (per 1000 inhabitants) 13.0 12.0 125 11.3 10.6 10.2 10.0 9.9
Mortality rate (per 1000inhabitants) 12.2 115 11.8 10.9 1.3 11.3 11.0 11.6
Natality rate (per 1000 inhabitants) 0.8 0.5 0.7 0.4 -0.7 -11 -1.0 -1.7
Lifeexpectanceat birth (years) 65.8 66.7 66.6 67.8 67.4 67.6 68.2 68.1
Nuptiality rate (per 1000 inhabitants) 75 6.0 6.1 6.0 6.5 6.0 5.8 6.0
Divorce rate (per 1000 inhabitants) 34 31 2.8 2.8 24 27 30 35
Infant mortality rate (per 1000 live-born) 21.2 20.2 19.8 17:5 18.2 18.3 16.3 14.7
Mortality:

- infant (per 1000 live births) 21.2 20.2 19.8 175 18.2 18.3 16.3 14.7

- 0-4 years (per 1000 live births) 27.4 26.2 25.9 22.9 23.9 233 20.3 18.2

- maternal (per 10000 births) 40.8 40.2 48.3 36.3 28.6 271 43.9 28.0
Shareof live births (%) 6.1 6.1 6.3 6.4 7.2 6.6 5.4 4.4
Conjunctural fertility rate 1.76 1.60 1.66 1.49 1.37 1.29 1.25 1.22
Abortionsrate per onelive-born 1.0 0.9 0.7 0.7 0.6 0.7 0.4 0.4
Share of population of 0-15 years (%) 28.6 28.1 27.6 27.4 26.7 25.7 24.8 23.8
Share of population of 65 yearsand
more (%) 9.0 9.0 9.1 9.3 9.4 9.4 9.6 9.6
Demographic dependence correlation (%) 60.1 59.1 57.9 58.0 56.3 54.1 52.1 50.2
Number of immigrants (thou persons) 54 4.7 55 4.8 6.3 9.1 6.4 6.6

Table A.5. Health

1995 1996 1997 1998 1999 2000 2001 2002
Mortality rate (per 1000 inhabitants) by
causes:
- circulatory system 568.62 576.56 612.43 575.63 623.41 631.99 618.14 654.78
- malignant cancers 131.81 134.0 130.9 131.89 127.36 126.55 129.94 134.72
- respiratory system diseases 78.3 70.37 7291 65.93 71.17 69.44 64.61 74.37
Infant mortality rate (per 1000 live births) 21.2 20.2 19.8 175 18.2 18.3 16.3 14.7
Maternal mortality rate (per 1000 births) 40.8 40.2 48.3 36.3 28.6 27.1 439 28.0
New casesof activetuberculosis (per 100
thou inhabitants) 54.5 58.8 58.9 67.9 61.8 59.9 83.1 83.6
AIDS cases (per 100 thou inhabitants) 0.05 0.02 0.2 0.1 0.1 0.1 0.2 0.5
Population per doctor 252 250 261 263 273 281 282 282
Population per sanitary institution 96 100 102 105 119 124 131 131
Hospital beds (per 1000 inhabitants) 12.2 12.1 11.6 1.2 8.2 7.6 6.9 6.8
Public expenditures on health and social
assistance,
- total expendituresin GDP, % 6.4 74 111 8.3 6.7 6.8 515) 6.5
- current expendituresin GDP, % 7.4 7.6 6.4 5.0 3.3 3.2 3.2 4.1
Personsplaced in hospitals:
- total, thou 939 858 831 786 647 585 533 586
- per 100 places 216 19.8 19.3 18.3 151 13.7 14.7 16.2
Visitsto doctor:
- total 35 36 36 36 25 23 23 25
- per oneinhabitant 8.2 8.3 8.4 8.3 5.9 518 6.2 6.8
Number of private sanitary institution:
- medical institutions of ambulatory or
out-patients’ clinictypethat offer
medical help to the population 30 13 11 10 216 310 350 365
- hospitals - - 1 4 5 8 10 10
- institutions of medical attendants 1 4 7 12 9 16 23 18
- drug-stores 18 344 371 431 423 553 612 588

For year 2002 data do not include Transnistria and city of Bender.
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Table A.6. Education

1995/ 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/

1996 1997 1998 1999 2000 2001 2002 2003
Institutions (total) 1674 1696 1706 1737 1746 1760 1780 1778
Population of school age, thou 766.5 778.0 786.5 788.1 770.9 753.0 746.7 738.1
Teachers, thou 57.1 5556 55.2 53.6 53.1 51.9 52.2 51.1
Schools, gymnasiums, lyceums
Day-time schools, gymnasiums, lyceums 1515 1530 1536 1549 1558 1566 1577 1580
Pupils, thou 642.8 649.5 652.7 650.7 643.1 629.3 618.4 603.4
Teachers, thou 46.5 44.8 45.0 44.8 43.2 42.3 42.5 41.6
Evening schools 11 10 9 7 7 7 7 7
Pupils, thou 31 2.9 2.7 25 21 19 19 1.8
Teachers, thou 0.2 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Secondary professional education
institutions
Number of educational institutions 78 81 80 87 81 80 82 83
Pupils, thou 348 34.0 327 325 230 22.8 23.0 22.7
Teachers, thou 35 34 32 1.6 25 2.3 2.3 2.2
Colleges
Number of colleges 50 51 53 56 57 60 67 63
Students, thou 31.0 333 32.8 29.7 25.4 19.9 17.0 15.2
Teachers, thou 2.6 25 2.3 24 2.2 19 2.0 1.7
Higher university education institutions
Number of higher university education
institutions 20 24 28 38 43 47 a7 45
Students, thou 54.8 58.3 65.6 72.7 77.3 79.1 86.4 95.0
Teachers, thou 4.3 4.4 4.6 4.7 51 58 58 515
Accounted for 10000 inhabitants
Pupilsin schools 1794 1813 1796 1790 1770 1737 1710 1670
Pupilsin secondary professional education
ingtitutions 97 94 89 89 63 63 63 63
Studentsin colleges 86 93 90 81 70 55) 47 42
Studentsin higher university education
institutions 152 162 180 199 212 217 238 262
Education coveragegrossrate (%) in:
e primary education 98 99 99 97 96 101 96 99.5
e gymnasium education 94 93 90 88 90 90 89 922
o secondary education (cyclell) 46 47 48 49 42 41 44 47.1
o higher education 37 39 40 42 42 39 41 40.7
Shareof public expenditurefor education
o total expenditurein GDP, % 8.9 10.3 10.0 7.0 4.7 4.5 4.9 5.6
o current expenditurein GDP, % 9.3 111 10.4 7.8 6.1 54 54 5.6
o inthegeneral consolidated budget, % 24.2 28.3 24.7 21.2 16.4 16.8 21.4 239
Table A.7. Culture
1995 1996 1997 1998 1999 2000 2001 2002
Number of book and brochuretitles 1016 921 1104 1200 1174 1300 1715 1890
- per 1,000 inhabitants 28.2 25.6 30.2 329 32.2 35.8 47.3 52.2
Number of readersregisteredin libraries,
thou 1174.9 11131 1104.2 1112.5 1043.6 1045.8 1331.7 1456.6
- per 1,000 inhabitants 326.0 309.3 302.2 304.6 286.2 287.4 367.1 402.6
Books and magazines given out, thou 22540.6 214615 21740.8 22169.3 21080.8 212369 21623.1  22839.1
- per 1,000 inhabitants 6254.9 5963.4 5950.4 6070.2 5781.3 5835.9 5955.4 6304.9
Museumvisitors, thou 663.7 686.8 752.0 628.1 557.3 510.5 537.4 655.8
- per 1,000 inhabitants 184.2 190.8 205.8 172.0 152.8 140.3 148.0 181.0
Moviesat cinemas 55674 29257 20290 11308 4032 6743 8505 9545
- per 1,000 inhabitants 155 8.1 5.6 31 11 19 2.3 2.6
Cinema-goers, thou 981.0 576.4 292.9 162.3 57.3 22.2 16.7 14.89
- per 1,000 inhabitants 272.2 160.2 80.2 44.4 15.7 6.1 46 41
Showsor concerts (theater, philharmonic
society, independent collectives) 2301 2236 1985 1823 1438 1490 1614 1926
- per 1,000 inhabitants 0.6 0.6 0.5 0.5 0.4 0.4 0.4 0.5
Theater or concert goers (theater,
philharmonic society, independent
collectives), thou 548.9 559.7 436.1 404.8 279.8 288.0 286.3 426.1
- per 1,000 inhabitants 152.3 1555 119.4 110.8 76.7 79.1 78.9 117.6

” In addition to this, 522.6 thousand cinema-goers were registered at 4 non-state cinemas
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Table A.8. Violence
and Criminality
1995 1996 1997 1998 1999 2000 2001 2002
Persons condemned definitively:
- total * 14599 13532 13895 13754 14606 15968 17138 18837
- per 100,000 inhabitants 397 369 380 377 401 439 472 520
Shareintotal condemned persons (%) of
-women 10 10 9 9 8 8 ..
- minors 12 12 11 12 11 11 11 11
- previously condemned 24 10 8 10 9 9
Persons serving sentencein penitentiary
institutions:
- total 6693 6790 6398 6743 6421 6402 7061 7525
- per 100,000 inhabitants 182 185 175 185 176 176 194 208
Number of crimes (per 100,000 inhabitants) 999 908 1042 945 1037 1050 1042 1002
Robberiesand plunders (per 100,000
inhabitants) 80 72 89 77 88 81 71 65
Larceny (per 100,000 inhabitants) 622 538 594 543 582 587 571 509
Number of rapes (per 100,000 women) 12 14 12 12 13 11 10 6
Years 1995-2000 — condemned definitely; years 2001-2002 — condemned by courts of first instance.
Table A.9. Employment
1999 2000 2001 2002
Population employed, thou persons 1495 1515 1499 1505
- of whichwomen 755 767 762 774
Share of employed in private sector, % 66.8 69.9 71.1 71.6
Share of employed (%) in:
- agriculture, total 489 50.6 51.0 49.6
of which private sector 90.7 93.2 96.2 98.4
- industry, total 10.7 10.6 11.0 11.4
of which private sector 49.8 50.0 53.7 55.6
- construction, total 2.9 2.9 29 3.1
of which private sector 55.7 64.8 69.1 75.8
- services, total 37.6 35.2 35.1 35.9
of which private sector 33.8 38.7 40.1 41.4
Share of employedin public services, %in
- hedlth-care 54 4.9 4.7 4.8
- education 9.2 6.7 6.7 7.0
- public administration S 4.2 44 4.4
Number of employees, thou persons 932 951 899 892
Employees' shareof employed, % 62.3 62.8 60.0 59.3
Share of employeesin private sector in
population employed in this sector, % 48.7 45.6 43.7 43.7
Share of women among employees, % 49.8 49.9 50.0 51.2
Correlation of economic dependency, % 1443 1408 1428 1413
Employment rate (15 yearsand older), % 54.5 54.8 53.7 53.3
Labor forcerenewal rate”, % 120.0 113.8 107.5 101.2

Beginning of the year.

Source: Labor Force Survey Questionnaires.
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Table A.10. Enrollment
in Labor Force

Active population’s share of total
population, %
- women

Enrollment rate of population of working age

(15-60years), %

-women
Enrollment rate of the young people
(15-24 years), %

-women
Enrollment rate of elderly people
(over 50years). %

-women
Structure of the active population by
professional status”, %

- total
of which:

- employees

- patrons

- self-employed

- family workerswithout wage

890

46.1
43.6

69.0
65.5

42.2
37.8

39.2
32.1

100.0

66.8
0.5
22.6
6.0

2000

45.4
435

66.7
64.2

36.4
33.2

424
35.8

100.0

63.2
0.5
27.1
6.6

2001

44.4
427

64.4
62.6

333
30.7

433
36.1

100.0

60.2
0.5
29.1
7.3

Classification of the unemployed was done by professional status at the last workplace.

Source: Labor Force Survey Questionnaires.

Table A.11. Unemployment
Registered unemployed

Number of unemployed (persons)
Unemployment rate (%)

Share of dole beneficiariesamong total
registered unemployed (%)

Correlation between the average doleand
average wage (%)

Number of the unemployedinscribedin
retraining programs

ILO unemployed ™

Number of unemployed
Unemployment rate (%)
- total
-mae
-femae

1995
24543
1.4

37.9

2139

Youth unemployment rate (%) (15-24 years)

Incidence of long-term unemployment
(shareof total number) (%):
- 6 monthsand more
men
women
- 12 monthsand more
men
women
- 24 months and more
men
women
Shareof personsunderemployedin
active population (%)
-women
Shareof discouraged personsin active
population (%)
-women

1996
23426
15

29.8

34.2

3356

1999
187231

111
133
8.9

22.3
17.8
17.3
18.6
33.1
32.9
33.3
41.1
41.9
3919

0.4
0.5

5.0
4.7

1997
27973
i1
26.7
37.3

3506

1998
32021
1.9

25.2
317

4244

2000
140085

85
9.7
7.2

15.8
14.3
13.8
151
22.0
215
21.2
38.4
41.0
34.9

55
51

515
62

Unemployed registered at the Labor Force Offices, at the end of the year.
According to the criteria of the International Labor Organization.

Source: Labor Force Survey Questionnaires.

1999
34918
23

32.6
33.2
2640

2001
117701

7.3
8.7
519

16.3
15.7
14.9
16.8

17.4
21.8
38.8
40.5
36.4

515
5.2

51y
6.1

28873

2002

44.5
43.3

63.2
62.4

31.6
30.2

45.6
38.2

100.0

59.2
0.7
30.5
7.l

2001
27646
2.2

e
24.6

1482

2002
109850

6.8
8.1
55

15.2
11.6
11.2
12.2

18.2
21.9
38.8
40.1
8519

59
5.0

4.8
4.7

2002
24019
2.1
14.6
19.1

3470



o
Table A.12. Human
Potential of Women
1995 1996 1997 1998 1999 2000 2001 2002
Life expectancy at birth (years) 69.7 70.4 70.3 71.4 71.0 71.2 717 7171
Year 1994 = 100% 99.9 100.9 100.7 102.3 101.7 102.0 102.6 102.8
Conjunctural fertility indicator 18 1.6 17 15 14 13 12 12
Year 1994 = 100% 92.3 82.1 87.2 76.9 71.8 66.2 64.1 62.1
Maternal mortality rate (per 100,000 born) 40.8 40.2 48.3 36.3 28.6 27.1 43.9 28.0
Education coverage grossrate (%):
- primary 97 99 98.8 100.0 100.1 99.4 99.5 99.5
- secondary * 7 76 74.4 74.3 72.6 72.1 73.0 74.3
Dynamicsof education coverage grossrate,
year 1994 = 100(%):
~primary 99 101 101 102 102 101 101 97
- secondary * 101 99 97 97 95 94 96 95
Female students per 100,000 inhabitants™:
- number 2381 2547 2692 2804 2817 2723 2851 3047
- year 1994 = 100% 105 112 119 124 124 120 126 135
General secondary education (gymnasiums, lyceums, secondary schools) and vocational education.
" Short-term (colleges) and universities.
Table A.13. Female —
Male Disparity
1995 1996 1997 1998 1999 2000 2001 2002
Lifeexpectancy at birth (years), 65.8 66.7 66.6 67.8 67.4 67.6 68.2 68.13
-women 69.7 70.4 70.3 71.4 71.0 71.2 717 7177
-men 61.8 62.9 62.9 64.0 63.7 63.9 64.5 64.4
Secondary education coverage grossrate
(cyclell) (%)~
-women 44 45 a7 47 42 43 46 50
-men 48 49 49 50 41 40 42 45
Higher education coverage grossrate (%) ™
-women 42 43 46 48 48 a4 46 49
-men 33 34 35 36 36 34 34 36

*

gymnasiums not included (16-18 years)

™ short-term (colleges) and universities (19-22 years)
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Table A.14. Structure of
Revenue and Expenditure
of Households

Availablerevenue
Wagerevenue
Revenuefrom agricultural activity
Revenuefromindividua activity
Public services
Other revenues

Consumer expenditure
Food and beverages
Clothesand shoes
Dwelling and commodities
Medication and medical care
Transport and communications
Education
Recreational activity
Hotels, restaurants, canteensetc.

Other expenditures

Table A.15. The Structure of
Consumption Expenditure
of Households, by quintiles
of consumption expenditures

Consumer expenditure

of which:
- food and beverages

- clothesand shoes

- dwelling and commodities

- medication and medical care

- transportation and communications
- education

- recreational activity

- hotels. restaurants, canteens, etc.

- other expenditure

Year

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

2001
2002

Year

2001
2002

2001
2002
2001
2002
2001
2002
2001
2002
2001
2002
2001
2002
2001
2002
2001
2002
2001
2002

100
100

85.1
81.9
18
25
8.3
9.7
LB
16
1.5
1.9
0.1
0.2
0.5
0.6
0.0
0.0
1.0
1.6

Household,
total

100
100

37.8
37.0

31.9
29.9

2.7
2.6

11.8
14.4

15.8
16.1

100
100

64.2
62.0

7.6
8.2

135
14.8

3.9
4.0

51
4.9

0.5

2.3
17
0.7
0.8
22
2.7

Household from:

urban localities
100
100

60.9
59.8

&
3.7

4.2
4.1

10.7
12.7

20.4
19.7

100
100

E515
53.0

85
9.0

16.3
17.2

4.0
4.2

6.5
6.8

0.8

4.0
2.7
15
15
3.0
4.0

rural localities
100
100

19.3
18.5

54.3
51.2

17
14

12.7
15.8

12.0
13.1

100
100

70.8
69.2

7.0
[25;

11.4
12.9

3.8
3.8

4.1
3!5

0.3

1.0
0.8

0.1
0.1

15
18

Householdssituated in quintile:

I
100
100

82.0
78.4
31
34
8.9
10.6
16
24
22
2.7
0.1
0.2
0.8
0.5
0.1
0.1
ALl
17

11
100
100

77.3
73.7
4.7
4.6
10.0
12.2
22
2.6
3.0
3.6
0.2
0.3
1.0
12
0.1
0.1
1L
17

v
100
100

71.4
66.2
6.4
7.2
11.8
13.6
3.0
4.0
4.0
4.8
0.2
0.4
11
12
0.3
0.4

1.9
22

100
100

49.3
48.5
111
12.0
17.3
18.2
518
B2
7.6
6.5
0.9
18
819
25
13
1.4

2.9
819

Annexes

%

Y%



Table A.16. Consumer
Expenditure of Households,
by location
Monthly average per one person, lei Compared to the national averagelevel (%)
1998 1999 2000 2001 2002 1998 1999 2000 2001 2002
National average 1255 140.5 192.1 248.8 325.8 1.000 1.000 1.000 1.000 1.000
Householdsfrom:
- urban areas 157.4 183.9 239.8 294.3 395.1 1.254 1.309 1.248 1.183 1.213
- rural areas 107.3 114.7 163.2 222.9 285.5 0.855 0.816 0.849 0.896 0.876
Table A.17. The Structure
of Consumer Expenditure
of Households, by quintiles of
consumer expenditures in
rural and urban areas %
Urban area Rural area
Year Quintilel QuintileV Quintilel QuintileV
Consumer expenditure 2001 100 100 100 100
2002 100 100 100 100
of which:
- food and beverages 2001 83.2 445 86.0 55.1
2002 76.1 43.3 83.7 55.5
- clothesand shoes 2001 16 11.8 19 10.3
2002 21 12.2 2.6 11.8
- dwelling and commodities 2001 9.6 17.6 7.8 16.8
2002 131 18.1 8.6 18.3
- medication and medical care 2001 14 51 1.6 6.6
2002 15 5.0 1.7 55
- transport and communications 2001 22 8.0 12 7.0
2002 3.8 8.0 13 45
- education 2001 0.2 11 0.0 0.7
2002 0.3 23 0.1 0.9
- recreational activity 2001 0.5 6.0 0.5 13
2002 0.8 37 0.6 0.9
- hotels, restaurants, canteensetc. 2001 0.0 22 0.0 0.1
2002 0.0 23 0.0 0.3
- other expenditure 2001 13 3.6 0.9 20
2002 2.3 51 14 2.3
Table A.18. Distribution
of Consumption Expenditure
of the Population, by quintiles
of consumption expenditures %
Share of food and nonalcoholic beveragesin
Total total consumer expenditure
1998 1999 2000 2001 2002 1998 1999 2000 2001 2002
Consumer
expenditure - total 100 100 100 100 100 65.7 64.7 64.0 60.4 58.4
By quintiles
| 59 6.2 6.7 6.6 6.8 86.8 85.6 84.0 80.9 77.6
1l 10.6 10.6 11.1 10.9 111 813 815 80.2 77.2 738
11 15.2 14.9 15.3 15.1 15.6 77.4 77.0 76.7 72.9 69.4
\Y 22.1 21.3 215 215 22.2 715 70.8 69.4 67.1 62.4
\% 46.2 46.9 454 46.0 44.3 52.8 51.4 50.2 46.2 45.7
Table A.19. Evaluation of
minimal level of living in
2002 (monthly average,
per capita, lei
Quarter | Quarter |1 Quarter 111 Quarter 1V 2002
Total 571.8 566.7 452.3 495.8 538.4
Urban 677.8 641.4 500.7 560.6 614.8
Rural 498.5 515.1 418.9 450.9 485.6



Table A.20. Weight of persons
below the minimal level of

existence in 2002 %
Disadvantaged per sonsin thetotal number of households 80.9
of whichin:
- urban areas 73.4
- rural areas 85.2
Disadvantaged per sonsin thetotal number of total households 80.9
of which:
farmers 88.5
agricultural sector employees 89.1
non-agricultural sector employees 68.6
entrepreneurs 65.4
pensioners 87.7
others 79.8
Disadvantaged personsin thetotal number of households 80.9
of whichwith:
higher or higher incompl ete education 54.7
secondary education 73.6
secondary general education 81.9
secondary incomplete education 88.1
primary education 85.7
primary incomplete and without education 854
Disadvantaged per sonsin thetotal number of households 80.9
of which of agegroup:
0-10 84.0
11-24 80.5
25-34 775
35-54 77.8
55-59 76.1
60 and more 86.5

Table A.21. Distribution of
persons below the minimal

level of existence in 2002 %
Disadvantaged per sons- total 100.0
of which:
- urban 334
-rural 66.6
Disadvantaged per sons- total 100.0
of which:
farmers 22.7
agricultural sector employees 16.1
non-agricultural sector employees 28.9
entrepreneurs 1.8
pensioners 28.3
others 21
Disadvantaged per sons 100.0
of whichwith:
higher or higher incompl ete education 5.8
secondary education 11.6
secondary general education 27.1
secondary incomplete education 211
primary education 16.6
primary incomplete and without education 17.7
Disadvantaged per sonsin households 100.0
of which of agegroup:
0-10 13.8
11-24 20.8
25-34 10.5
35-54 29.1
55-59 3.7

60 and more 22.1



Table A.22. Weight of persons
below the minimal level of

existence in 2002 %
Disadvantaged householdsin total households 79.1
of which from area:
- urban 72.1
- rural 83.7
Disadvantaged householdsin total households 79.1
of which fromregion:
- Center 60.7
- South 85.7
- North 83.7
Disadvantaged householdsin total households 79.1
of which:
farmers 86.3
agricultural sector employees 88.0
non-agricultural sector employees 63.3
entrepreneurs 60.3
pensioners 87.6
others 76.7
Disadvantaged householdsin total households 79.1
of which head of thefamily has:
higher of higher incomplete education 53.2
secondary professional education 73.8
secondary general education 80.4
secondary incomplete education 88.3
primary education 88.0
primary incomplete or without education 92.8
Disadvantaged householdsin total households 79.1
of whichwith:
1 person 77.6
2 persons 76.6
3 persons 76.5
4 persons 82.8
5 persons 88.7
6 and more persons 93.9
Disadvantaged householdsin total households 79.1
of whichwith children younger than 18 years:
1child 78.6
2children 83.2
3children 91.2
4.and morechildren 93.9
without children 77.2
Disadvantaged householdsin total households 79.1
of which with employed members:
1 persons 725
2 persons 75.2
3and more persons 84.0

no employees 87.1



Table A.23. Distribution of
persons below the minimal

level of existence in 2002 %
Disadvantaged householdsin total households 100.0
of which from area:
- urban 36.4
-rural 63.6
Disadvantaged householdsin total households 100.0
of which fromregion:
- Center 16.7
- South 19.8
- North 63.6
Disadvantaged householdsin total households 100.0
of which:
farmers 185
agricultural sector employees 125
non-agricultural sector employees 24.9
entrepreneurs 14
pensioners 40.2
others 25
Disadvantaged householdsin total households 100.0
of which head of thefamily has:
higher of higher incompl ete education 8.0
secondary professional education 16.4
secondary general education 35.1
secondary incomplete education 233
primary education 11.4
primary incomplete or without education 5.8
Disadvantaged householdsin total households 100.0
of whichwith:
1 person 26.1
2 persons 28.0
3 persons 18.8
4 persons 16.9
5 persons 7.1
6 and more persons 32
Disadvantaged householdsin total households 100.0
of whichwith children younger than 18 years:
1child 21.6
2 children 15.6
3children 4.3
4 and more children 1.2
without children 57.3
Disadvantaged householdsin total households 100.0
of which with employed members:
1 persons 24.8
2 persons 30.8
3and more persons 8.4

no employees 36.0



Table A.24. Sources and
Utilization of Gross
Domestic Product
1995 1996 1997 1998 1999 2000 2001 2002
Gross domestic product (minlei, current
prices) 6480 7798 8917 9122 12322 16020 19052 22556
Share of Gross Domestic Product in gross
added value (%) in:
- agriculture, forestry, fishing 29.3 275 26.0 25.8 24.9 25.4 224 21.0
- industry and construction 285 26.9 25.0 19.9 20.3 19.0 218 20.2
- sarvices 30.9 33.2 35.0 39.0 44.1 43.1 43.9 46.1
Sharein grossdomestic product (%):
Final consumption (total) 82.9 94.3 97.4 100.9 90.0 103.1 101.1 103.3
- of households 55.8 67.2 67.5 75.4 74.2 87.6 86.0 82.0
- of public administration 259 26.0 28.8 24.7 15.3 14.7 14.4 20.3
- of private administration 12 11 11 0.8 0.5 0.8 0.7 1.0
Grossformation of fixed capital 16.0 19.8 19.9 22.1 18.4 15.4 16.7 16.3
Export 60.1 55.3 53.2 45.0 52.3 49.6 50.1 525
Import 67.9 739 74.4 71.8 65.2 76.6 74.5 77.4
Grosssavingsmin. lei 1206 1031 930 513 2385 2106 3224 3617
Total revenue of consolidated budget,
min.lei 2002 2074 2942 2722 3100 4102 4325 5194
State budget expenditure, min. lei 1409 1472 2725 2322 2853 3364 2938 3556
Shareof private sector in grossdomestic
product 56 58 56 53 56 60 57 50.7
Table A.25. Revenue,
Consumption and Social
Expenditure
1995 1996 1997 1998 1999 2000 2001 2002
Gross domestic product per inhabitant in:
- lei, current prices 1798 2167 2441 2498 3379 4402 5247 6227
- USdollars, at the purchasing power parity 2105 2100 2188 2020 1955 2112 2296 2428
Shareof availablegrossrevenueof households
in GDP (%), 69 70 69 65 67 74 77 83
Average monthly nominal wage, lei 143.2 187.1 219.8 250.4 304.6 407.9 543.7 691.5
- Public property 150.3 203.0 234.4 263.9 297.6 380.3 506.2 663.8
- Private property 122.4 151.0 174.3 194.4 256.6 374.1 467.0 585.3
- Mixed property (publicand private) 207.8 280.9 354.8 432.7 525.1 692.0 817.6 993.8
- Property of enterpriseswith foreign
investments 238.2 342.7 361.3 572.7 763.4 864.8 1061.6 1295.4
Index of real wage:
- (year 1994 = 100%) 101.5 108 113 119 104 106 129 156
- comparing to the previousyear 101.5 106 105 106 88 102 121 121
Minimal wage (l€i) 18 18 18 18 18 18 100 100
Shareof expenditureof law-enforcement bodies
- total expendituresin GDP, % 3.6 4.8 515 4.7 4.3 4.1 4.0 4.7
- current expendituresin GDP, % 6.7 5.8 7.0 5.9 54 59 5.9 9.6
-ingeneral consolidated budget, % 9.8 13.2 13.6 14.2 15.0 15.5 17.6 17.8
Share of public expenditure on education
- total expendituresin GDP, % 8.9 10.3 10.0 7.0 4.7 45 49 515
- current expendituresin GDP, % 9.3 11.1 10.4 7.8 6.1 5.4 5.6 6.8
- ingeneral consolidated budget, % 24.2 28.3 24.7 21.2 16.4 16.8 214 21.0
Shareof public expenditureon health-care
and social assistance 74 1.1 8.3 6.7 6.8 55 6.4
- total expendituresin GDP, % 6.4 7.6 6.4 5.0 3.3 3.2 3.2 52
- current expendituresin GDP, % 7.4 20.3 27.5 24.9 23.6 25.4 24.2 24.3
-ingeneral consolidated budget, % 17.6
Averageannua consumption per inhabitant (kg)
- meat and meat productsrecal culated in meat
(including lard and meat productsin kind) 23.0 253 25.0 26.7 245 23.6 24.0 25.6
- milk anddairy-products(recaculatedinmilk) ~ 165.2 161.4 154.5 155.4 145.0 152.8 154.6 167.3
- eggs (units) 107.2 116.0 121.1 121.9 132.3 132.7 138.8 158.1
- sugar 21.0 225 21.2
- bakery (bread and flour pastesrecal culated
inflour, flour, cerealsand legumes 135.0 126.9 134.9 133.9 133.1 133.9 139.4 140.6
- potatoes 67.8 71.0 68.8 65.1 61.5 53.4 65.4 67.7
- vegetablesand legumes 86.3 64.8 69.0 1125 109.0 83.1 103.5 99.4
- fruits, berriesand grapes (without processing
intowine) 59.7 59.3 77.5 47.7 27.2 31.8 33.0 38.0



Table A.26. Evolution
of economic results

1995 1996 1997 1998 1999 2000 2001 2002
Gross Domestic Product annual growth
rate (%) 98.6 94.1 101.6 935 96.6 102.1 106.1 107.8
Gross Domestic Product annual growth
rate per capita (%) 98.8 94.2 100.1 935 96.8 102.3 106.3 108.1
Averageannual inflation rate (%) 30 24 12 8 39 31 10 5
Export (%) in GDP 60.1 55.3 53.2 45.0 52.3 49.6 50.1 52.5
Total revenue (%) in GDP 30.9 26.6 33.0 29.8 25.2 25.6 22.7 23.0
Excess/ deficit of budget (%) in GDP 5.8 97 75 34 32 -1.0 0.0 -05
Table A.27. Revenue
and Expenditure of
Consolidated Budget
1995 1996 1997 1998 1999 2000 2001 2002
Revenue- total (mln. lei) 2002.0 2074.2 2941.7 2721.9 3100.3 4102.4 4324.8 5084.4
Share of total revenue (%): 100 100 100 100 100 100 100 100
4 tax on entrepreneurial activity income e 173 8.3 6.6 [25; 6.7 8.1 8.4
1incometax 10.1 10.6 9.6 8.2 7.1 6.4 8.0 9.2
1land tax 4.6 5.6 4.3 31 45 39 38 37
- real estatetax 0.6 0.7 1.0 0.8 0.8 0.7 0.6 0.6
- excisetaxes 28.8 29.6 323 41.3 30.3 32.7 34.6 40.0
- added valuetax 9.5 9.5 13.6 138 14.3 16.0 15.7 12.9
- foreign economic activity income 26 4.6 4.3 4.0 74 5.6 54 6.6
- other taxes, levy and receipt 239 221 26.6 222 28.1 28.9 238 18.6
Share of total revenuesin GDP (%) 30.9 26.6 33.0 29.8 25.2 25.6 22.7 225
Expenditure- total (mIn. lei) 2376.0 2827.0 3608.4 3027.1 3495.3 4268.8 4325.8 5194.1
Share of total expenditure (%) 100 100 100 100 100 100 100 100
Economic expenditure 6.8 8.7 8.1 9.3 8.8 8.6 74 8.0
Expenditure on foreign economic activity 4.7 11 12 1.6 1.6 1.8 1.9
Social expenditure—total 47.6 54.9 55.4 48.8 425 44.2 47.7 54.2
of which:
- education 24.2 28.3 24.7 21.2 16.4 16.8 21.3 239
- hedlth-care 158 18.4 14.9 13.0 10.2 111 125 (5%
- social assistance 18 1.9 12.6 11.9 133 14.4 11.7 12.4
Onmaintenanceof law-enforcement bodies,
authorities and state administration 9.6 12.4 13.6 14.2 15.0 155 17.6 20.4
Capital investments 59 53 6.5 6.8 3.2 43 4.8 5.0
Other measures 254 18.7 153 19.7 28.9 25.8 20.7 10.5
Share of total expenditurein GDP (%) 36.7 36.2 40.5 33.2 28.6 26.6 22.7 23.0
Excess(+), deficit (-) (mln. lei) -374.0 -752.8 -666.7 -305.2 -395.0 -166.4 -1.0 -109.7
- in % compared with GDP -58 -9.6 =75 -33 -32 -1.0 -0.0 -0.5
Table A.28. Revenue
and Expenditure of Social
Insurance State Budget
1995 1996 1997 1998 1999 2000 2001 2002
Revenues- total (min. lei) 662.2 764.7 1323.2 920.5 907.8 1343.3 1604.3 2015.1
Share of thefollowing revenueintotal
revenue (%):
- social insurance 81.0 92.1 27.0 84.7 86.1 74.8 81.0 80.9
- budget allocations 6.7 31 23.1 14.9 137 24.9 18.7 184
Share of total revenuein GDP (%) 10.2 9.8 14.8 10.1 74 84 84 9.1
Expenditure- total (min. lei) 651.1 766.2 1317.3 911.9 888.6 1342.4 1373.3 1899.6
Shareof thefollowing expenditurein total
expenditure (%):
- payment of pensions 78.7 77.0 64.1 71.7 81.2 67.3 67.9 69.5
including for pension age 75.3 59.6 40.3 31.6 54.3 62.1 62.2 62.1
- payment of rewardsand compensations 15.9 13.9 9.4 19.8 13.7 18.4 25.6 235
including for temporary work incapacity 7.7 73 4.4 6.3 6.3 45 5.0 45
- payment of dole 0.8 0.5 0.4 0.5 0.9 15 1.2 0.4
Share of total expenditurein GDP (%) 10.0 9.8 14.8 10.0 7.3 84 7.2 84
Excess(+), deficit (-), min. lei +11.1 -1.5 +5.9 +8.6 +19.2 +0.9 +231 +115.5

Excess/ deficit of budget (%) in GDP +0.17 -0.02 +0.07 +0.09 +0.16 +0.006 +1.21 +0.51



Table A.29. Foreign Trade
of Goods
1995 1996 1997 1998 1999 2000 2001 2002
Rate of coverage of imports by exports (%) 88.7 74.1 74.6 61.7 79.0 60.7 63.6 62.0
Share of exportsin GDP (%) 517 47.0 45.3 36.6 40.1 36.6 38.6 39.8
Shareof commercia balancedeficitin GDP (%) 6.6 16.4 15.4 231 10.5 23.7 22.2 24.4
Commercial balance, min. USdollars -95.2 -277.3 -297.2 -391.8 -123.0 -304.9 -326.5 -394.7
1995-1999 2000-2001 2001-2002
Average annual rate of export increase (%) -12 +11.1 +16.9
Average annual rate of import increase (%) +1.8 +23.7 +15.7
Table A.30. Urbanization
1995 1996 1997 1998 1999 2000 2001 2002
Share of urban population (%) 46.4 46.2 46.2 46.2 46.0 46.0 45.4 45.3
Urban popul ation growth rate (%) -0.2 -0.6 -0.4 -0.4 -05 -0.4 -1.8 -0.4
Thelargest city: Chisinau
- number of population (thou persons) 661.5 661.9 664.7 663.2 663.6 663.4 662.0 662.0
- growth rate (%) 0 +0.1 +0.4 -0.2 +0.1 0 -0.2 0
1960 1995 2000 2001 2002
Share of urban population (%) 23.2 46.4 46.0 454 45.3
1960-1995 1995-2000 1995-2001 1995-2002
Urban population’saverageannua growth rate (%) 3.0 -0.48 -0.81 -0.76
1970-1995 1995-2000 1995-2001 1995-2005
Population’s average annual growth rate (%)
Municipality of Chisinau 25 0.05 0.01 0.01



Table A.31. Rural - Urban

Disparity
1995 1996 1997 1998 1999 2000 2001 2002
Share of rural population, inthe entire
Republic (%) 53.6 53.8 53.8 53.8 54.0 54.0 54.6 54.7
Share of rural population (%) without
Transnistriaand city of Bender 57.8 57.9 58.0 58.0 58.7 58.6
Lifeexpectancy at birth (years)
- total 65.8 66.7 66.6 67.8 67.4 67.6 68.2 68.1
- rural 64.6 66.0 65.9 67.3 66.8 66.8 67.3 67.1
- urban 67.3 67.5 67.6 68.4 68.4 68.8 69.6 69.7
Share of population of 0-15 years age (%)
- rura 305 30.1 29.6 29.4 28.6 27.8 26.7 25.8
- urban 26.3 25.7 25.1 24.7 23.9 22.9 22.0 21.0
Share of population over 65 years (%)
-rural 10.7 10.7 10.8 10.9 11.0 11.0 111 11.0
- urban 7.0 7.0 7.1 7.0 7.1 7.1 7.6 75
Correlation of demographic dependence (%)
- rural 70.1 69.1 68.0 67.6 65.6 63.3 60.5 58.3
- urban 49.9 48.7 47.4 46.4 44.8 42.9 41.4 39.9
Natality rate
- total (%) 13.0 12.0 125 11.3 10.6 10.2 10.0 9.9
- rura 14.9 13.8 14.2 12.8 11.9 11.4 11.2 10.8
- urban 10.8 9.8 10.1 9.3 8.7 8.4 84 85
Fertility rate
- total (%) 1.8 1.6 1.7 15 14 1.3 1.2 1.2
-rural 22 20 21 1.8 1.6 15 14 1.3
- urban 13 12 12 11 1.0 1.0 1.0 1.0
Infant mortality rate
- total (%) 21.2 20.2 19.8 175 18.2 18.3 16.3 14.7
- rural 22.3 211 213 16.0 16.9 17.8 16.0 14.4
- urban 19.5 18.7 16.8 20.5 20.7 19.3 16.9 15.1
Total average area per inhabitant (m?)
- total 19.9 20.1 20.0 204 20.7 20.8 20.9 210
- rura 16.9 17.0 17.3 17.7 18.2 18.8 18.9 19.0
- urban 222 224 22.0 22.4 22.4 22.3 22.3 22.5
Average total area per inhabitant (m?) as of
31st December
- total 14.0 14.1 14.0 14.3 14.5 145 14.6 14.7
- rural 10.9 11.0 11.2 114 11.8 12.2 12.3 12.3
- urban 16.4 16.5 16.1 16.3 16.3 16.3 16.2 16.4
Unemployment rate
- total 11.1 85 7.3 6.8
- rura 19.1 15.7 13.8 121
- urban 54 34 2.7 3.0
Table A.32. Energy
Consumption
1995 1996 1997 1998 1999 2000 2001 2002
Primary resources of hydroel ectric energy
(thoutonsc.c.) 28 28 28 27 30 19 24 39
Energy consumption (thoutonsc.c.)
of which consumption of population 5085 5045 4725 4218 3320 2647 2479 2701
Annual average consumption of energy per
inhabitant (kg c.c.) 528 713 808 697 610 602 610 681
GDP(lei, current prices) per onekgc.c.
consumed 1411 1402 1314 1155 910 727 683 746
Share of import in energy consumption (%) 1.27 1.55 1.89 2.16 3.68 6.05 7.69 8.16
Annual average consumption of electric 100.5 93.6 100.7 088 93.1 95.8 96.6 94.4
energy per inhabitant (KWh) 579 652 516 307 178 156 579 619

GDP (lei, current prices) per one KWh
consumed 3.10 3.32 481 8.13 18.99 28.27 9.07 9.83



Table A.33. Natural Resources,
as of 1 January
1995 1996 1997 1998 1999 2000 2001 2002 2003
Total area (thou ha) 3385.1 3385.3 3384.5 3384.4 3384.4 3384.4 3384.2 3384.3 3384.4
Share of forest area (%) * (%) 12.6 12.6 12.5 12.5 12.5 125 12.5 12.5 12.6
Share of arable area (%) 52.0 52.4 52.7 53.1 5815 53.6 53.8 54.4 54.4
Share of arableareaarranged
forirrigationin arable area (%) 153 153 15.2 151 15.0 14.9 15.0 14.1 14.1
Share of public owned area (%) 431 321 328 333 335 344 36.6 448 44.9
Forests, plantations of bushes, protective forest plantations
Table A.34. Environment
1995 1996 1997 1998 1999 2000 2001 2002
Use of pesticideson agricultural lands (kg/ha) 15 13 14 13 11 11 11 1.0
Total expenditure on environment protection
(min. lel, current prices) 92 103 94 112 136 158 158
Table A.35. Impact of Economic
Activity on Environment and
Natural Resources
1995 1996 1997 1998 1999 2000 2001 2002
Volume of water received from water
resources (min.me) 2005 1891 1513 1263 999 918 874 866
Water consumption (min.m?) 1889 1766 1412 1176 920 849 797 792
Consumption of water in systems of closed
and consecutivecircuit (mln.m?) 558 502 510 453 396 369 367 368
Volume of polluted residual water
elimination (min.m?) 15 12 11 12 10 9 13 19
Including into Nistru River (mln.m?) 10 8 8 10 3 3 11 18
Emissionsof harmful substancesinto
air - total (thou tons) 279 138 250 205 130 134 138 148
of which
- by stationary impurification sources 41 37 34 31 20 15 15 17
- by auto transport 238 100 216 174 110 119 123 131
Forest cutting (principal cutsand regarding
forestsrenewa) (tho.m?) 128 117 189 197 198 202 192 234
Table A.36. Progress
Towards of Millennium
Development Goals
Goal 1. Eradicate extreme poverty and hunger
1997 1998 1999 2000 2001 2002
Proportion of population with revenue
below $2.15 per day (PPP), % 59.7 70.3 64.5 52.4 39.8
Goal 2. Achieveuniversal primary education
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Net enrolment ratio in primary
education 87.0 87.0 86.8 83.9
Literacy rate of 15-24 year old
(According to 1989 census) 99.7 99.7 99.7 99.7 99.7 99.7 99.7 99.7 99.7 99.7 99.7 99.7
1994 1995 1996 1997 1998 1999 2000 2001 2002
Employeesin research and devel opment activities*:
- Total number of employees 10879 8688 8238 8217 7515 6543 5889 5356 5102
- Researchersand technicians 7356 5837 5718 5591 5290 4477 4101 3586 3216
- Researchers and technicians per 1000 inhabitants 2.04 1.62 1.59 1.53 1.45 1.23 1.13 0.99 0.89
7-15 year old not-enrolled children (%) 5 4 4 7 8 7 6 8 9

Main jobs (technical-scientific)
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Goal 3. Promotegender equality and empower women

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Ratio of girlsto boysin primary,
secondary and tertiary education
(%) 99.3 1004 100.3 101.7 102.4
Ratio of illiteratefemalesto males
of 15-24 year olds, %
(According to 1989 census) 92.9 92.9 92.9 92.9 92.9 92.9 92.9 92.9 92.9 92.9 92.9
Shareof womeninwage
employmentinthe
non-agricultural sector (%) 52.9 52.8 52.7
Proportion of seatsheld by women
in national parliament 5 5 5 5 9 8 8 13
Goal 4. Reduce child mortality
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Under-fivemortality rate
(0-4 year per 1000 live births) 252 250 245 276 288 274 262 259 229 239 233 203
Infant mortality rate (per 1000
livebirths) 190 198 184 215 226 212 202 198 175 182 183 163
Proportion of 1 year old children*
immunized against measles (%) 938 27 918 920 95.0 980 984 989 992 988 992 994
until 2 year old
Goal 5. Improve maternal health
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Maternal mortality ratio (per
100000 born children) 532 484 513 518 258 408 402 483 363 286 271 439
Proportion of birthsattended by
skilled health personnel (%) 100 100 100 100 100 100 100 98 98 98 99
Goal 6. Combat HIV/AIDS, malariaand other diseases
1994 1995 1996 1997 1998 1999 2000 2001
Number of new casesof HIV/AIDS 3 7 55| 407 413 157 176 134
Prevalence and death rates associated with tuberculosis
(deceased per 100000 i nhabitants) 10.48 977 1222 112 1213 1495 1693 1501
Goal 7. Ensureenvironmental sustainability
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Proportion of land area
covered by forest, thousand
ha (beginning of theyear) 3329 3739 3734 3737 3712 379.8 3699 3714 3735 371.8 3723 3737
GDP (lei, current prices) per
onekg of consumed c.f.
(conventional fuel) 1.27 1.55 1.89 2.16 3.68 6.05 7.69 8.16
Carbon oxide emissions (per
capita, from stationary and
mobile sources), kg per
capita 95 55 & 27 46 22 42 36 22 23 25 26
Goal 8. Develop a Global Partner ship for Development
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Unemployment rate of 15-24
year olds 223 15.8 16.3
Number of telephone postsin the
public network or with accessto
it, per 100 people 13.2 135 13.7 14.3 14.5 15.2 16.0 15.7 15.8 16.6 18.1

Note: 1991 - 1997 — including Transnistria.
1998 - 2002 — without Transnistria.
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Selected Indices of Human Development in the
Republic of Moldova at the Local Level

Table B.1. Employment of
unemployed registered at the
Labor Force Offices of the
Republic of Moldova as
of 1 January 2003

Number of unemployed persons ~ Of hichinscribedin
retraining programs

total of which women
Total 24019 12262 3470
Mun. Chisinau 3418 2187 750
Didtricts:
Balti 3048 1802 330
Cahul 1566 739 250
Chisinau 3398 1462 503
Edinet 1599 688 205
Lapusna 1784 968 369
Orhei 1486 681 271
Soroca 1984 893 217
Taraclia 173 123 67
Tighina 2634 1354 170
Ungheni 1957 783 154
TAU Gagauzia 972 582 184

Table B.2. Health

WelyE e Mortality rate dueto

h medical causes
mI (;]rft?ilnitty theageof mortality (per 100000
rate (per O-4years, rate(per inhabitants)
1000 alive (per 1000 100000 _
b alive alive circulatory malignant
newborns)  awhor ns) newborns)  System ST
diseases
Total 14.7 18.2 33.6 654.78 134.72
Mun. Chisinau 125 15.0 - 421.46 136.81
Districts:
Balti 15.9 18.1 21.0 672.58 140.89
Cahul 15.6 18.6 - 585.28 128.90
Chisinau 15.3 19.7 24.3 666.14 140.13
Edinet 135 16.4 - 1029.96 155.85
Lapusna 16.8 20.7 135.7 603.90 112.76
Orhei 12.3 17.4 32.3 701.11 121.95
Soroca 15.2 19.9 156.0 865.65 141.25
Taraclia 19.1 24.0 - 839.34 148.63
Tighina 17.7 20.4 - 741.88 139.40
Ungheni 154 21.1 - 657.84 112.84
TAU Gagauzia 12.2 14.6 60.7 607.98 136.44

Table B.3. Social instability

phenomenon
Number Number Newbornsborn
of suicides of divorces out of wedlock
per 100000 per 100 per 100
inhabitants marriages newborns
Total 16.09 58.6 22.9
Mun. Chisinau 12.71 72.8 21.3
Didtricts:
Balti 15.15 57.6 22.2
Cahul 22.53 54.2 29.8
Chisinau 16.47 40.2 20.0
Edinet 17.12 50.9 215
Lapusna 22.05 45.6 25.1
Orhel 11.96 53.0 27.9
Soroca 19.97 56.9 275
Taraclia 13.11 48.5 18.2
Tighina 18.3 48.0 17.8
Ungheni 15.74 56.4 24.4

TAU Gagauzia 14.46 78.2 15.4



Table B.4. Demographic
profile

Annual Mortality Infant
Population population Birthrate rate mortality
(thousand growthrate (per 1000 (per 1000 (per 1000

persons) (%) inhabi- inhabi- alive
1999-2002 tants) tants) newborns)
Entire Republic,
asof 01.01.2003  3617.7 -0.20 9.9 11.6 14.7
Mun. Chisinau 779.4 -0.05 8.4 8.1 125
Districts:
Balti 500.9 -0.25 9.5 11.9 15.9
Cahul 190.8 0.0 11.0 10.9 15.6
Chisinau 382.4 0.0 10.8 11.7 518!
Edinet 279.1 -0.70 8.7 16.2 135
Lapusna 276.3 -0.50 10.7 114 16.8
Orhei 300.4 -0.30 10.3 124 12.3
Soroca 274.6 -0.45 9.3 13.9 15.2
Taraclia 45.6 -0.45 9.1 13.9 19.1
Tighina 169.0 -0.10 11.0 12.6 17.7
Ungheni 260.3 0.15 11.5 11.8 154
TAU Gagauzia 158.9 -0.35 10.4 11.6 12.2

Table B.5. Total number
of educational institutions

2002/2003
Institu-
Schools, Gymnasiums,  tions of Higher
Lyceums secondary  Colleges  education
Day Evening professional institutions
time time education
Total 1580* 7 83 63 45
Mun. Chisinau 191 4 26 35 39
Digtricts:
Balti 213 1 13 7 3
Cahul 103 - 3 g 2
Chisinau 164 - 5 = -
Edinet 140 - 7 6 -
Lapusna 137 - 5 1 -
Orhel 172 - 4 3 -
Soroca 162 2 9 3 -
Taraclia 21 - 1 - -
Tighina 74 - 4 2 -
Ungheni 143 - 3 - -
TAU Gagauzia 56 - 3 3 1

Including 4 schools on the left bank of the Nistru financed from the state
budget of the Republic of Moldova.
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Table B.6. Provision
the population with
medical-sanitary specialists
and medical assistance beds
in 2002 per territories

per 10000 inhabitants

Doctorsof Medical Hospital .
allprofiles attendants beds doctors Medicdl peqq
attendants
Total 12822 27519 24443 35.4 76.1 67.6
Total Ministry of
Health 11224 25384 22194 310 70.2 61.3
Mun. Chisinau 2682 4440 2979 344 57.0 38.2
Districts:
Balti 1189 3222 2257 237 64.3 45.0
Cahul 303 1172 912 15.9 61.4 47.8
Chisinau 569 1552 700 14.9 40.6 18.3
Edinet 631 1873 1055 22.6 67.1 37.8
Lapusna 387 1318 1105 14.0 47.7 40.0
Orhei 499 1646 1090 16.6 54.8 36.3
Soroca 595 1683 1285 21.7 61.3 46.8
Taraclia 86 285 279 189 62.5 61.2
Tighina 288 1118 810 17.0 66.2 47.9
Ungheni 428 1396 1009 16.4 53.6 38.8
TAU Gagauzia 363 1192 895 228 75.0 56.3
Republican level
ingtitutions 3204 4487 7818 X X X
Other ministries
and departments 1598 2135 2249 X X X
Table B.7. Public libraries,
cultural institutions in 2002
per territories
Number of seats Libraries
in reading rooms Number of resources (books
Nymbe_r of  and concert halls cultural and journals)
libraries Total, Average s TEEL Average
thousands ; P e thousands . P&’ Y
inhabitants inhabitants
Total 1372 18284.8 505 1245 364.1 101
Mun. Chisinau 47 3976.2 510 38 104 13
Districts:
Balti 212 2525.9 504 191 53.2 106
Cahul 90 1017.1 533 89 26.1 137
Chisinau 156 1654.6 433 131 44.8 117
Edinet 131 1650.1 591 133 43.6 156
Lapusna 152 1528.8 553 118 34.6 125
Orhei 170 1465.3 4388 167 44.4 148
Soroca 133 1553.0 566 143 38.9 142
Taraclia 23 225.7 495 23 74 161
Tighina 84 728.9 431 63 184 109
Ungheni 128 1307.8 502 122 29.8 115
TAU Gagauzia 46 651.4 410 27 125 79
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Table B.8. Natural resources
as of 1 January 2003°

Total
Mun. Chisinau
Didtricts:
Balti
Cahul
Chisinau
Edinet
Lapusna
Orhei
Soroca
Taraclia
Tighina
Ungheni
TAU Gagauzia
Territoriesonthe
left bank of the
Nistru

Total
Mun. Chisinau
Didtricts:
Balti
Cahul
Chisinau
Edinet
Lapusna
Orhei
Soroca
Taraclia
Tighina
Ungheni
TAU Gagauzia
Territoriesonthe
left bank of the
Nistru

Total surface,
ha Inprivate Agricultural
property lands
3384357 55.1 74.9
56350 44.2 57.6
414594 59.6 78.0
241314 64.6 76.2
340364 55.9 67.0
314610 66.4 79.4
344078 57.6 72.0
316295 58.0 70.1
295341 69.0 81.3
67369 74.8 82.6
240806 67.3 78.8
232069 48.5 62.8
184845 67.6 80.2
336322 - 78.6
% from agricultural lands
Arable Perennial
lands fields Of which
Orchards  Vineyards
727 11.9 54 6.0
65.5 233 9.9 129
71.6 6.8 4.6 15
70.9 154 Sl 12.0
69.7 173 6.8 10.1
78.8 6.6 6.3 0.2
63.9 17.0 4.7 11.6
727 10.6 5.6 4.6
79.1 6.2 53 0.7
70.3 16.1 2.6 12.9
75.4 121 5.0 6.7
59.1 19.0 79 10.8
71.8 145 32 11.2
82.3 915 7 2

The entire Republic of Moldova

% from thetotal surface

Forest
areas
12.6
14.7

9.6
11.6
18.8

9.7
17.6
16.9

6.8

6.8

N
21.2

8.4

85

Grasslands
and hay
fields

A3,
104

20.8
135
12.7
14.3
19.1
16.0
14.3
13.6
12.3
21.7
133

8.3
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