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MOLDOVA - RESULTS AND THE WORLD BANK 
MONITORING CAS  R ESULTS  

 
 
1. This Annex takes stock of the results achieved to date during implementation of 
the CAS for Moldova for the period FY05 through FY08.  It focuses on (a) progress 
made in meeting the CAS high-case triggers and intermediate indicators; (b) progress 
made towards achieving the stated final CAS outcomes; and (c) the response of the Bank 
to emerging issues or insights gained from new analytical work.  It has benefited from (a) 
the recently completed EGPRSP AER and the  JSAN; (b) analysis and background 
documentation prepared for the Country Portfolio Review held in Chisinau in June 2006; 
(c) the strengthening of the PBA methodology for IDA allocations since the CAS was 
prepared; (d) the documentation prepared for the proposed PRSC program; and (e) AAA 
work concluded and in progress as well as implementation completion reports on projects 
recently completed.  This Annex also sets the basis for future monitoring of progress 
towards results.  Following this introductory section, a deeper analysis is provided on 
results in each of the three CAS pillars.  Annex B-9 highlights the IDA and other 
interventions in each area.  Finally, although IDA allocations continue to be driven by the 
PBA, Table 1 summarizes progress made on the CAS high-case triggers. 
 
2. Moldova’s performance on the CAS high-case triggers and on the criteria 
that drive IDA performance-based allocations demonstrate significant progress 
under this CAS.  The high-case triggers proved to be an effective instrument to signal 
priorities and achieve key results.  Strong progress was made in most areas , especially in 
governance (public administration and civil service reform, public procurement, lower 
costs of doing business, and trade facilitation) as we ll as in improved macro-economic 
management and lower external debt.  Aggregate CPIA ratings increased from 3.2 in 
2003 to 3.5 in 2005, with higher ratings recorded in 7 out 16 criteria, and no downgrades. 
Together with improved portfolio performance (currently no problem project or project at 
risk), this has increased IDA allocations.  The JSAN on the EGPRSP AER provided a 
positive assessment of progress made, while noting the areas where further work is 
needed. 
 
3. Progress in reaching the CAS intermediate indicators has been satisfactory 
overall, if somewhat uneven.   Progress was superior  in areas where a project or intense 
dialogue provided support (e.g., trade and transport, health, education) In agriculture 
progress on reforms was weaker. Bank dialogue and project interventions help maintain 
the Land Code, but interventions in the cereal and oilseed markets continued and 
subsidies increased. Additionally, the results framework was broad, it did not always 
include the assistance required to reach desired results.  In telecommunications , 
privatization transparency, youth related outcomes, demand for legal services and 
information, and local development, more limited progress was made on CAS outcomes.  
Delays in achieving results signal the need to develop better estimates of the time and 
resources needed to achieve them.  
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4. Progress made in individual projects or in meeting CAS intermediate 
indicators has not always meant progress towards long-term development goals .  
Project implementation was good in agriculture and the social sectors, but did not always 
deliver desired country- level outcomes.  The supply response of the real sectors is low 
(especially in agriculture), poverty reduction has stalled, and access to and the quality of 
social services remain a challenge.  IDA and other development partners need to improve 
their understanding of the linkages between CAS interventions and long-term 
development objectives.  This in turn will improve the design of the next CAS, which 
will be results-based. 
 
5. The proposed PRSC fills a gap in IDA interventions that can more effectively 
support results.  Preparation of the PRSC provided an opportunity to take stock of the 
progress made, and articulate a program to address structural reforms where progress has 
been slow, while adapting to emerging challenges and supporting the government in 
areas where there is now consensus on actions needed.  The PRSC program would 
therefore fill a vacuum in the dialogue between the Bank and the government on policy 
issues.  Additionally, it is necessary to secure broader impact from project work by 
scaling up their results through policy actions and the composition of the budget.  In this 
regard, work on integrating sector strategies with budgetary allocations in the context of 
the MTEF becomes a priority. 
 
6. CAS implementation has shown flexib ility in adjusting to evolving 
circumstances.  Energy price increases brought to light weakness and opportunities in 
the economy, which Bank analytical work has helped to better understand and respond to .  
There is now a renewed emphasis on agriculture and increasing the supply response of 
the economy.  Poverty reduction has come into sharper focus.  There is greater awareness 
of the limitations of deteriorating infrastructure on competitiveness, reflected in the 
proposal to add a roads project to the lending pipeline. 
 
7. Positive results come when ownership and commitment of the authorities is 
high, the Bank responds promptly, and interventions are supported by solid 
analytical work.  High government commitment and rapid Bank and donor responses 
have combined to help  reduce the regulatory burden on business, safeguard the quality of 
the macroeconomic environment, reduce the burden of debt, and move ahead on public 
administration and civil service reform.  Progress has been slower when consensus could 
not be found between the proposed strategy of the government and what donors could  
support.  This calls for renewed efforts to develop common strategies in areas like 
agriculture, energy, roads, and the social sectors. 
 
8. Donor coordination is stronger now and has contributed to positive 
outcomes.  Donor coordination improved during the CAS period.  The Bank worked with 
other donors both in the production of analytical work and in individual investment 
operations.  Cooperation was particularly notable in the preparation of the proposed 
PRSC and the Public Finance Review.  Coordination in AIDS and the preparation of 
social assistance pilots can also be noted.  The consistency of the economic and social 
development priorities in both the EGPRSP and the EMAP, and the willingness of other 
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donors to work under these frameworks, has facilitated coordination on the ground.  The 
quality of harmonization and coordination is expected to improve following the signing 
of the Deve lopment Partnership Framework in May 2006. 
 
9. Bank analytical work has been critical to program achievements.  The AAA 
work contributed to a better understanding of the causal linkages between the EGPRSP 
objectives supported by the CAS and the required policy actions and institutional 
reforms.  For instance, the Poverty Update (2006) showed that the recent stagnation in 
poverty reduction is related to the low rate of economic growth in agriculture and to 
poorly targeted social assistance.  These findings led to a rethinking of the priority areas 
of engagement to reduce poverty, with emphasis on reviving agriculture, better targeting 
social assistance, and improved access to health and education.  In turn, priority actions 
in agriculture have gained from the insights derived from the series of Agriculture Notes, 
which in turn is built on the CEM.  Similarly, pilots underway to evaluate options about 
how to better target social assistance to the poor provide insights on how to increase the 
effectiveness of social assistance.  
 
10. Monitoring results in the future .  The quality of the CAS implementation would 
benefit from a system of continuous monitoring of results that allows tracking progress, 
taking corrective actions and undertaking a fruitful dialogue with the government and 
other stakeholders.  For the remainder of the current CAS period, and in preparing for the 
next CAS, it is intended to monitor annual outcomes/results jointly with government and, 
as far as possible with other donors.  In doing so, linkages to the EGPRSP AER, EMAP 
progress reports, and the IDA PBA system would be fully exploited.  Results would be 
made public to enhance commitment and accountability.  The revised EGPRSP policy 
action matrix would provide an integrative framework based on measurable targets to 
prioritize the reform efforts.  Within the Bank program, the PRSC will help integrating 
the policy dialogue with the content of technical assistance and investment efforts. Lastly 
proper attention will be given to planning and gathering baseline data to improve the 
design of the results framework of the next CAS. 
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Table 1.  Moldova: Status of Implementation of CAS High-case Triggers 

CAS High Case Benchmark Implementation 
1. Meeting the benchmarks spelled 

out in the EGPRSP’s annual 
implementation plan.  

Partially Accomplished 
Completed first annual EGPRSP Progress Report in April 2006 which 
provided a candid assessment of the accomplishments and shortcomings 
in implementing the EGPRSP action plan. 

2. Maintaining a stable 
macroeconomic framework and 
fiscal discipline. 

 

Fully Accomplished 
New IMF PRGF program (May 5, 2006); Primary Fiscal Surplus of 2.7 
and 3.0 percent of GDP achieved in 2004 and 2005; Paris Club debt 
restructuring agreement achieved (May 12, 2006). 

3. Public Sector reform and 
Governance 
(a) Civil Service Reform 
(b) Public Financial Management 
(c) Public Procurement 

 

Substantially Accomplished 
(a) Superseding the CAS trigger, the Government has embarked on a 
more ambitious Public Administration Reform effort - incorporating the 
civil service reform agenda - adopting a draft strategy and 
implementation plan.  A Bank administered multi-donor Trust Fund is 
providing technical assistance to this reform effort. 
(b) Cash availability statements are issued by the Treasury on a monthly 
basis. 
(c) CAS triggers on single source procurement and open tendering have 
been fully satisfied.  A satisfactory draft public procurement law has 
been prepared.  

4. Improving the business 
environment 
(a)  Reduce licensing and 
inspection costs and number of 
inspections; 
(b)  Reduce import clearance time 
at inland terminal of Chisinau. 

Fully Accomplished 
(a)  CAS triggers on licensing and inspection costs fully satisfied as is the 
trigger on the number of inspections; 
(b)  CAS trigger on import clearance time at the inland terminal of 
Chisinau has been fully satisfied; 

5. Improving Social Protection:  
Pension reform 

 
 
 

Substantially Accomplished 
(a) No new types of pension privileges have been introduced; 
(b) Database to record collection of pension contributions nearing 
completio n.  Approval of amendments to pension law will enable 
pension payments according to actual individual contributions. 

6. Agriculture  
 
 

Partially Accomplished 
Current land code maintained; requirement to export via the Universal 
Commodities Exchange abrogated; no direct administration of crop 
production; However, wasteful agriculture subsidies have increased. 
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CAS Pillar I: Promoting Competitive Market Environment, Stability and Pro-poor 
Growth: 
 
11. A more stable macroeconomic environment, a lower debt burden, and a better 
business environment are all positive achievements during this CAS period  to which 
Bank assistance contributed.  However, growth has been driven mostly by consumption 
deriving from high remittances and wage increases.  The main concern, as pointed out by 
the AER of the EGPRSP, is the limited supply response of the economy.  The AER noted 
that the expected restructuring of the economy has not taken place.  In addition, wages 
measured in foreign currency have been growing faster than labor productivity, 
increasing unit labor costs.  A key question is whether progress made in stabilizing the 
macroeconomic situation and reducing barriers to business and trade are sufficient to 
trigger a supply response or whether it is necessary to accelerate the pace of reform.  It is 
planned to track a basic set of competitiveness indicators linked to the EGPRSP and to 
continue to improve the understanding of the casual links between policy actions and 
competitiveness outcomes. 
 
12. The quality of the macroeconomic environment has improved.  Remarkable 
progress was made in improving the quality of macro-economic environment.  The fiscal 
primary surplus exceeded CAS targets.  The priority going forward is to bring inflation to 
single digits.  The IMF PRGF and the Bank PRSC will support the government in this 
effort. 
 
13. Moldova made substantial progress in reducing the burden of external debt. 
The CAS noted that the high level of external debt posed a high risk for macro-economic 
stability.  Arrears with bilateral lenders caused delays to the approval of the EGPRSP, 
and thus the finalization of the CAS.  Rapid economic growth—on average 7 percent 
over the last 6 years—and a prudent fiscal policy have reduced the relative size of the 
external debt from 106 percent of GDP in 2001 to 55 percent in 2005.  Today, Moldova’s 
debt indicators are overall below the level considered critical for IDA countries.  
Agreement was reached on rescheduling external debt arrears at a recent Paris Club 
meeting, which is expected to reduce debt service during the period of the IMF-supported 
program (2006-2008) from US$149.9 million to US$60.8 million.  The Bank supported 
the government’s efforts, and provided advice on debt management. 
 
14. The level of subsidies has  increased, contrary to what was expected under the 
CAS.  The Bank’s CEM advised the authorities to focus on improving the quality of 
taxation and customs rather than on increasing the level of revenues.  However, rising 
imports together with solid economic growth led to buoyant tax revenues, which allowed 
the government to expand expenditures while maintaining a tight fiscal position.  The  
government allocated more funds to the social sectors, pension privileges, and to 
agriculture sector subsidies.  Preliminary results from the Public Finance Review suggest 
that the government needs to create fiscal space to accommodate greater levels of public 
investment.  The proposed PRSC would support this effort, both in pensions and 
agriculture. 
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15. Progress made in pension reform has been mixed.  The CAS targeted 
completion of the pension reform agenda approved in 1998, and provided support 
through the Social Protection Project.1  The pension triggers for the high-case were 
partially met.  To date, about 75 percent of the individual pension records have been 
entered into the contributors database.2   While no new privileged categories of 
pensioners have been introduced, expenditures for the benefit of privileged pensioners 
continue to increase.  The government adopted in 2004 a strategy for reforming pensions 
in the agricultural sector in line with a CAS intermediate indicator.  However, 
implementation has been slow. 
 
16. Work done in preparing the proposed PRSC has strengthened the dialogue on 
pensions, supporting: (i) the establishment of the individual accounts for 100 percent of 
all pension contributors; (ii) implementation of the pension reform strategy to unify the 
pension system for all types of pensioners (non-agricultural, agricultural and privileged); 
and (iii) making progress in linking benefits to contributions.  The Public Finance Review 
(PER) provides background analysis to evaluate the financial sustainability of the pension 
system.   
 
17. The business environment has improved, and barriers to trade have been 
reduced.  Significant progress was made to improve the business environment and 
facilitate trade.  All CAS intermediate benchmarks, including high-case triggers, on the 
cost of doing business (reduction in time and costs to obtain licenses, reduced inspection 
costs, and fewer inspections conducted) have been surpassed, with one exception.  In 
2005, it took US$303 to obtain a license, compared to the US$550 under the CAS high-
case trigger and intermediate indicator.  Average inspection costs amounted to US$99, 
and the average annual number of inspections was 11.4 against US$1,000 and 12 
inspections respectively in the CAS high-case triggers.  The time for clearing customs 
continues to decline, although it has yet to meet the CAS target. 
 
18. Early government commitment and prompt support from the Bank and other 
donors contributed to these results.  The government approved the “Concept of 
Regulatory Reform” in 2004, and, soon thereafter, the “Guillotine” Law and the National 
Regulatory Reform Strategy, which seek to improve the quality of law-making by 
playing close attention to regulatory impact.  The Bank supported these efforts with 
analytical work, including the Investment Climate Assessment (2004), the CEM (2005), 
and the Trade Study (2004). 
 
19. Implementation of the Trade and Transport Facilitation in South East Europe 
(TTFSE) project contributed to reducing non-tariff costs,  simplifying clearance 
procedures, addressing inefficiencies at border crossings and customs at large , and 
supporting the harmonization of customs ’ regulations with EU standards.  Recent 

                                                 
1  Co-financed with DFD. 
2   The high-case target was implementation of the individual account system.  On the other hand, the 

CAS intermediate indicator was 50 percent.  The Social Protection Project foresaw that the system 
would be operational from January 2005.  This is now estimated to happen in early 2007. 
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progress has also been made in establishing the Automated System for Customs Data 
(ASYCUDA) risk-based clearance system.  There has been a reduction in customs 
clearance time.  Business and other surveys confirm, however, that there remains much 
work to do. 
 
20. The Bank plans to continue to assist the government’s priorities through the 
proposed PRSC, investment lending and analytical work (including surveys ).  The 
Competitiveness Enhancement project, approved at the end of 2005, supports further 
streamlining of the administrative barriers to reduce compliance costs and modernization 
of the quality systems and to increase the capacity to produce goods that meet standards 
in export markets like the EU.  It also supports the introduction of regulatory impact 
assessments, along the lines of EU practices, to maintain the gains made in deregulation 
over the long-term.  The PRSC will monitor indicators on business environment and trade 
facilitation. 
 
21. Progress in modernizing the institutions in the transportation sector has been 
slow, although awareness of the constraints to competitiveness has increased.   The 
CAS noted that the road network, while extensive, was deteriorating.  The EGPRPS AER 
highlights the impact poor roads have on transport costs and competitiveness.  The CEM 
and the on-going PFR confirm this.  The low level of public investment—around 2 
percent of GDP—and limited possibilities to engage the private sector through 
public/private partnerships, as noted by the JSAN on the AER, are significant constraints. 
 
22. The CAS provided only limited support for roads under the trade and transport 
project, and progress towards the CAS intermediate indicators is weak.  The proposed 
PRSC program will support the EGPRSP objective of adopting and implementing a 
strategy for the road sector, which would include the reform of road financing and 
emphasize rehabilitation.  A planned road network recovery project would assist with 
scaling up the resources needed to overhaul transportation infrastructure and create 
institutions to that facilitate road maintenance through tolls and users’ participation.  This 
assistance should help move faster towards the CAS outcomes. 
 
23. Hikes in energy prices have brought renewed attention to incomplete energy 
sector reforms.   In the past, the Bank was an active supporter of energy sector reforms . 
These started in the 1990s and successfully established an independent regulator, 
unbundled electricity generation, transmission and distribution, introduced competitive 
trading rules and cost recovery through tariff adjustment, put a leash on subsidies, and 
partially addressing the historical debt burden of the electricity sector.  World Bank 
Group support came through investment lending, policy dialogue in the context of 
adjustment operations, technical assistance, guarantees (MIGA), and capital investment 
(IFC).  The World Bank Group has been the largest provider of external assistance to the 
sector.3 
 

                                                 
3  Other donors are EBRD (rehabilitation of the Chisinau district heating network), USAID, the 

Netherlands, and Swedish International Development Agency (SIDA) (technical assistance supporting 
the IDA financed Energy I and II projects). 
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24. The CAS gave limited attention to energy issues, focusing mostly on 
improvements in energy efficiency in pilot communities and public buildings.  These 
CAS intermediate targets have been met.  The Energy II project has led to significant 
savings through new efficient technologies and has increased the availability of heating 
throughout the year in the pilot areas.  It also addresses physical investment needs in 
transmission and provides technical assistance to improve the debt situation. 
 
25. The recent increases in the price of energy underscore Moldova’s vulnerability as 
it imports most of its energy needs.  The Bank moved promptly to assist the government 
with an analysis of the macroeconomic and distributional impact of higher energy prices.  
The analysis showed that Moldova’s economy is highly energy inefficient (with energy 
use coefficients much higher than those of countries with similar incomes and more 
industrialized), and that Moldova is not in a position to profit from its strategic location 
as a potential transit for energy between East and  West. 
 
26. The proposed PRSC will support improvements in energy efficiency through 
encouraging tariffs that reflect economic costs, maintaining financial discipline in the gas 
and electricity sectors, and bringing discipline to the heat sector.  The proposed PRSC 
also encourages the government to harmonize with European norms to develop 
Moldova’s capacity to serve as an energy transportation corridor between the 
Commonwealth of Independent States (CIS) and the EU energy ma rkets, opening 
opportunities for investment.  It likewise addresses the social impact of the price 
increases, through a poverty and social impact assessment and through better targeting of 
the existing energy price compensation subsidy. 
 
27. Agriculture and Rural Development.  When the CAS was prepared, the Bank 
had concerns on aspects of the government’s agriculture policy, specifically the proposed 
emphasis on large farms and the mandatory organization of small farms into 
cooperatives.  The CAS set as a high-case trigger compliance with the Memorandum of 
Understanding (MOU) on agriculture policies signed between the Government and the 
Bank in 2001.  Overall compliance with the MOU has been partially satisfactory.  The 
feared reversals  of progress on land reform through revision or revocation of the Land 
Code did not materialize.  However, the government continued to intervene in cereal and 
oilseed markets. Preferential subsidies to large farms have put small farmers at a 
disadvantage. The subsidies provided by the government have gone mostly to finance 
recurrent production cost. The incentives for large farms to restructure have not increased 
stalling the development of the sector.  
 
28. Investment operations  in agriculture have performed satisfactorily, in line with 
their development objectives and the CAS intermediate indicators.  The First Cadastre 
Project supported the registration of 75 percent of rural properties, thus strengthening 
security of tenure and ownership rights, providing farmers with collateral with which to 
access financing.  However, as pointed in the Agriculture Notes prepared by the Bank, a 
large percentage of the land remains under state property and under large-scale and less 
efficient economic exploitation. 
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29. The first Rural Investment and Services Project (RISP I), working with both 
formal banking sector and microfinance institutions, contributed to increased access to 
finance and outreach services in rural areas.  The portfolio of the banking sector 
increased by 144 percent in agriculture and 120 percent in agro-industry between 2002 
and 2004, in line with expected CAS outcomes.  Around 300,000 farmers have been 
reached by 540,000 extension activities through a network of 35 private service providers 
and over 400 local consultants/advisers.  These numbers exceed the CAS intermediate 
indicators.  RISP II (approved in FY06) will continue to provide advisory services, but 
will concentrate on institution-building, seeking to mainstream activities into the budget 
programs of the government and building the capacity of the Ministry of Agriculture to 
manage and monitor them. 
 
30. Although the legal framework supporting land consolidation is already in place, 
as called for the CAS intermediate indicators, the process of land consolidation on a 
voluntary basis has proceeded at a pace slower than expected by the government.  RISP II 
will finance a series of small pilots to determine whether the current law requires changes 
and the role of the government in encouraging these transactions.  The Bank is also 
working with the government towards the design of a strategy for risk/hazard mitigation 
through Economic and Sector Work (ESW). 
 
31. Despite these successful interventions, the performance of agriculture under-
performed overall economic growth.  This contributed, as the Poverty Update (2006) 
points out, to increasing poverty in the rural areas since 2003.  Bank analytical work 
carried out under the Agricultural Sector Notes identified factors that lower the 
profitability of the agriculture sector: low producer prices at the farm gate stalled farm 
restructuring,, low productivity, underdeveloped and excessively regulated markets, and 
lack of a dynamic agro- industry.   Many of these issues are not addressed through the 
investment operations. 
 
32. The proposed PRSC plans to help the government address the constraints that 
lower the profitability of agriculture by emphasizing deregulation of markets (exports, 
seeds, etc.) and making public expenditure in agriculture more effective and less distorted 
in favor of large, corporate farms.  Should the farm gate prices fail to increase, the PRSC 
calls for further efforts down the line. It is also planned that an additional investment 
operation will provide support to farms in increasing their competitiveness and access to 
export markets, or reducing their vulnerability to natural hazards, 
 
33. It is too early to evaluate the full impact of Bank assistance in the 
development of the financial sector.   The Bank and the IMF updated the Financial 
Sector Assessment Program (FSAP) and produced an Action Plan.  Compliance with the 
FSAP Update can only be assessed by the end of the CAS.  The Bank provided, or will 
provide, assistance to the development of the financial sector through RISP and the 
competitiveness project. As noted already, the RISP targets on increasing credit to the 
rural areas have been met.  The Competitiveness Enhancement Project (CEP) addresses 
the main impediments to access to finance on the part of businesses – poor collateral and 
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inefficient credit information system - by establishing a system of credit history tracking 
and building capacity for managing credit guarantee schemes. 
 
34. The limited assistance provided by the Bank is leveraged by three small activities  
financed by the FIRST (Financial Sector Reform and Strengthening) Initiative in 
insurance sector, corporate governance, and accounting and auditing reform.  Moldova is 
aligning its accounting and auditing system with international standards.  The EGPRSP 
AER points out that while the financial sector is sound, it plays only a very limited role in 
financing investment.  It attributes high rates of intermediation to lack of competition.  
During the rest of the CAS, the Bank, working with the IMF, will increase its 
engagement in the financial sector. 
 
35. Targeted privatization outcomes are not supported by the IDA-financed 
program.  At the time the CAS was prepared, the government took a negative attitude 
towards to further privatization, preferring to focus on the transparency of previous 
operations.  As a consequence the Structural Adjustment Credit 3 (SAC-3) was cancelled.  
Today, however the IMF’s PRGF includes specific measures on privatization, including 
in the banking sector. 
 
36. Targeted telecommunications  outcomes are not supported by the IDA-
financed program.  The CAS called for the development of the legal and regulatory 
framework for e-commerce.  The EGPSP reports some progress with the help of the 
United Nations Development Programme (UNDP).  The PRSC does not propose to 
monitor progress in telecommunications, even as the CAS calls for progress in internet 
penetration and e-commerce.  The Bank will raise with other donors their possible 
support in these areas.  
 
CAS Pillar II: Minimize  Social and Environmental Risks, Build Human Capital and 
Promote Social Inclusion 
 
37. The Bank has had a long-term involvement in the social sectors.  The CAS sought 
to consolidate past gains in health and education, and support new initiatives such as 
improvements in the delivery of potable water.  No social outcomes were included in the 
high-case triggers. 4  Progress towards CAS intermediate indicators was satisfactory 
overall, but the likelihood of reaching the proposed CAS outcomes is uncertain.  Recent 
analytical work has pointed to severe inefficiencies in the delivery of socia l services, 
despite the fact that they now absorb two thirds of the public budget.  No major 
improvements were made in the social dimensions of poverty, with increased disparities 
in access to education and public health services.  Limited progress was made in targeting 
social assistance to the poor.  The EGPRSP AER shares this assessment.  
 
38. Renewed effort will be made during the second half of the CAS by (a) seeking 
greater consensus among stakeholders and donors around the EGPRSP objectives and the 
sector strategies; (b) advancing the restructuring of sector programs and budgetary 
allocations ; and (c) fine-tuning monitoring mechanisms to track results.  The proposed 
                                                 
4   Pensions were included, but the perspective was fiscal discipline rather than social welfare.  
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PRSC series plans to monitor progress made on efficiency in the use of resources.  
Planned investment operations will be aligned with EGPRSP objectives.   
 
39. Progress towards better targeting of social assistance has been limited.  The 
CAS focused attention on increasing the effectiveness of social assistance in reaching the 
poor.  Progress was made in reaching the CAS intermediate indicators by developing a 
social assistance strategy and developing pilots for evaluating alternative ways of 
targeting social assistance.  However, no progress was made towards the CAS outcome 
of targeting social assistance to the poor.  A recent study prepared by UK Department for 
International Development (DFID) and the Bank showed that only 23 percent of social 
assistance payments went to the poorest 40 percent of the population in 2004, while more 
than half went to the richest 40 percent.  The recent Poverty Update concludes that weak 
targeting of social assistance has contributed to the slowdown in poverty reduction. 
 
40. The proposed PRSC plans to monitor progress in increasing the effectiveness of 
social assistance expenditures in reaching the poor.  The social assistance component of a 
planned new investment operation will provide technical assistance, based on pilots 
underway, to better target social assistance.  The current agenda places emphasis on the 
development of a common database of beneficiaries and examines the adequacy of 
targeting based on income, given that a sizeable percentage of the population derives 
non-cash incomes.  It is unclear whether the CAS objective of targeting 85 percent of 
socia l assistance to the poor will be met. 
 
41. The Bank’s attention has broadened beyond rural education.  The CAS 
prioritized support to rural education as part of a strategy to provide assistance to those 
areas where service delivery was the weakest.  The Quality Education in Rural Areas  
project (FY06) help s the rural education reform strategy foreseen in the CAS.  Given the 
recent deterioration in the education indicators for rural areas, however, it is unclear 
whether CAS targets in coverage and quality of education can be achieved. 
 
42. Implementation, analytical work undertaken to support the preparation of the 
education sector strategy and background work to the PFR revealed that Moldova lags 
behind its neighbors in educational outcomes.  The current system exhibits significant 
inequalities, partly because the low coverage of pre-primary education services.  In 
addition, the analytical basis for moving ahead with sector-wide reform is still weak, in 
particular, as regards linking plans under the EGPRSP and the Education-for-All 
initiative within the medium term expenditure framework. 
 
43. Work on a broader agenda has commenced with Bank assistance.  In October 
2005, the government consolidated various plans into a single strategy document, which 
supported a successful application for funding under the Education- for-All Fast Track 
Initiative, providing US$13 million for early childhood development over the next three 
years.  Various sub-sector strategies have been developed building on progress already 
made with reform of education, much of it associated with the completed Bank- financed 
General Education Project. 
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44.  Further progress can only be achieved through a more efficient utilization of the 
current budget allocations to education, which amounts to 6.8 percent of GDP.  This 
requires developing a consensus around the education sector strategy, implementing it 
within the MTEF framework, and bringing all donors on board.  The proposed PRSC 
series will monitor progress in reducing inefficiencies. 
 
45. Slow progress in consolidating health reform.  Moldova reformed its health 
sector rapidly in the 1990s.  In 2004, it introduced a health insurance system, which has 
increased significantly the resources available for health, now amounting to 4.7 percent 
of GDP.  The completed Health Investment Fund supported the introduction of the health 
insurance, efforts to improve access to health, and  to scale down old infrastructure.  An 
AIDS Control project is assisting the government implement its Tuberculosis (TB) and 
HIV/AIDS program.  A group of donors has pooled resources to provide complementary 
financing—Global Fund for AIDS, Tuberculosis and Malaria (GFATM ), the United 
Nations (UN) agencies, the World Health Organization (WHO), the Soros 
Foundation/Open Society Institute, the Royal Netherlands Tuberculosis Association 
(KNCV), SIDA-Sweden, the United States Agency for International Development 
(USAID), and the Japanese Government. 
 
46. As expected under the CAS more than 35  percent of health expenditure now goes 
to primary health care and public services provide basic packages for the vulnerable. A 
Health Sector note sets the basis for hospital restructuring in the future.  Sustainable state 
funding of TB and AIDS control programs is in place.  Good progress was made towards 
reaching the results expected under the CAS.  The health indicators tracked under the 
EGPRSP (maternal and child mortality) have improved, and the fight on AIDS shows 
signs of success. 
 
47. As pointed out in a recent Health Policy Note and acknowledged by the EGPRSP 
AER, reforms remain incomplete and much needs to be done to increase coverage of the 
health insurance, efficiency of health expenditures, and quality of the primary health care. 
The Bank will continue to assist the government with health reform through the proposed 
PRSC and a planned project supporting health.  The proposed PRSC will target improved 
use of resources and strengthening of the primary health care system.  The planned 
investment operation should help enhance donor harmonization around the sector strategy 
and consolidate the reforms around the MTEF in line with the PRSC. 
 
48. A good start was made in increasing access to potable water, but Moldova 
will still find it difficult to meet the MDGs in this area.  The CAS initiated Bank 
support to improve access to potable water and the financial performance of the water 
delivery companies.  The Water Supply and Sanitation Project is financing a series of 
small-scale pilot projects in selected locations, while simultaneously helping build 
institutional capacity to implement the national Water Action Plan.   Implementation of 
the project is on track.  The increases in access and coverage expected under the CAS and 
the project have been met.  However, less progress has been made in improving the 
financial performance of the utilities, even if the collection rates have improved in the 
pilot areas.  The government has asked the Bank to help coordinate the work of donors in 
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the delivery of potable water and thus mobilize additional resources.  Achieving the CAS 
results requires not only successful implementation through the pilot project, but impact 
at the broader sector level, including the careful monitoring of the quality of water. 
 
49. Failure to secure parliamentary ratification of the Youth project in 2004 
affected the proposed development of the youth agenda.  Most of the targeted CAS 
results are therefore not likely to be met.  The main instrument in place to support youth-
related activities is the Youth Voices Group (YVG) dialogue.  Several Bank- financed 
projects--HIV/AIDS, Social Investment Fund (SIF), General Education, JSDF Grant for 
Transnistria and RISP—also included youth components. 
 
50.  Progress in carrying out the proposed environmental agenda has been 
satisfactory at the project level.  The Emissions Repurchase Agreement (ERPA) under 
the Community Development Carbon Fund (CDCF) Energy Conservation project was 
signed within the framework of the Kyoto Protocol. The pilot utilization of biomass from 
agro-waste as an energy source was undertaken with the support of the Renewable 
Energy from Agricultural Wastes (Biomass) Project.  The Water Supply and Sanitation 
project and the GEF Agricultural Pollution Control project address health risks from 
ground water.  The GEF Sustainable Persistent Organic Pollutants (POPs) Stockpiles 
Management operation supports the safe storage and destruction of persistent organic 
pollutants, and the development of laws and regulations for POPs management, increased 
capacity, and awareness.  The Prototype Carbon Fund (PCF) Soil Conservation Project 
aids with aforestation.  The Community Forest Development aids with ecological 
restoration and reforestation.  The prospects for achieving desired CAS outcomes are 
good; indeed, the CAS may yield higher than previously expected results, given the broad 
range of interventions.  The EGPRSP AER does not report on progress in the 
environment agenda, however.  Also, it is not clear if the projects are having an impact at 
a broader national level helping develop sustainable institutional outcomes. 
 
CAS Pillar III: Combating corruption and improving public sector governance  
 
51. When it assumed office, the current government voiced its intention to tackle 
corrupt practices, which it claimed had plagued previous administrations.  The CAS 
assigned a high priority to improve governance.  The high-case triggers included 
governance related indicators in procurement, civil service and public administration 
reform, and deregulation.  Most of these indicators have been met fully, and the others 
partially.  Despite progress, much of the governance agenda remains in the 
implementation stage and there are concerns of the use of political power to influence 
economic outcomes. 
 
52. The government has made good progress in initiating an ambitious public 
administration and civil service reform.  The Government has placed public 
administration reform among its top priorities and actions to date exceed expected CAS 
intermediate benchmarks.  In 2005, the government embarked on a comprehensive public 
administration reform aimed at (a) improving the capacity of government to make policy 
decisions, (b) streamlining the government organizational structure, (c) establishing a 
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professional civil service, and (d) reaching a better alignment between the budgetary 
allocations and strategic priorities of the country.  As a result, with donor support, the 
Government prepared the Strategy of Reform of the Central Public Administration and 
Implementation Plan, which was endorsed by the Cabinet of Ministers on December 28, 
2005.  Progress on civil service reform includes approval of the strategy paper on 
competitive recruitment of civil servants and launching the remuneration reform in the 
civil service. 
 
53. The proposed PRSC program will monitor progress towards the CAS outcomes 
expected under the high case---competitive recruitment and payment reform.  Technical 
assistance will be provided through a US$7 million multi-donor trust-fund that the Bank 
administers.5  The resources of the fund will help the government advance the 
institutional reorganization of the state, the development of strategic thinking and policy-
making capacity, enhancing managerial controls and accountability and the ability to 
manage change, and creating a merit-based professional civil service. 
 
54. Progress has been made in strengthening the MTEF, but it has yet to fully 
reflect the priorities set under the EGPRSP.  The Country Financial Accountability 
Assessment (CFAA) and the Country Procurement Assessment Report (CPAR) 
completed in 2003 and followed by a PEFA and now a PRF have provided the analytical 
basis for the Bank’s assistance to improve public expenditure management.  Specifically, 
the CAS foresaw the institutionalization of the MTEF process as a mechanism to help 
improve (a) the alignment between the priorities of the EGPRSP and the budgetary 
allocations; (b) the development of sector programs based on prioritized resource 
allocations; and (c) the capacity to track and monitor impact.  The CAS intermediate 
indicators have been met. The authorities have (a) taken steps to tighten the link between 
the MTEF and the budget process; (b) relied on more realistic revenue projections; (c) 
launched pilot MTEF exercises with the local governments; (d) expanded pilot program 
budgeting; and (e) undertaken expenditure analysis based on performance indicators for 
the annual budget execution report.  The government is also developing sector strategies 
(education, health, social assistance and soon agriculture) to ground expenditure 
allocations on clear strategies and be able to track impact. 
 
55. The CAS goal to develop a consistency between EGPRSP priorities, MTEF 
allocations, and budget  allocations, is highly ambitious and probably will be fully met 
only in the long-term.6  To aid the process, the proposed PRSC emphasizes presentation 
of the MTEF to parliament prior to the consideration of the budget, the inclusion of 
capital spending in the MTEF, and improved selection of investment projects.  The PFM 
project will further help improve budget preparation and execution, support development 

                                                 
5  The trust fund pools resources provided by DFID, SIDA, and the Netherlands, with preparatory 

activities supported by UNDP.  The Grant will be administered by the World Bank and executed by the 
Public Administration Reform unit in the Government Office.  

6  As noted by the AER of the EGPRSP, the MTEF does not fully reflect the priorities of the EGPRSP. 
Also, the efforts at linking sector strategies with budgetary allocations and then outcomes are work in 
progress. 
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of a new financial management information system, complete treasury reform, and 
improve the system of internal control and audit. 
 
56. There is a need to increase the fiscal space for public investment through 
greater effectiveness of current budget allocations.   The PFR suggests creating fiscal 
space for investment through greater efficiency of current budgetary allocations rather 
than through increasing revenues.  There is therefore a need to enhance policy making 
capacity, strategy formulation, and the effective monitoring of outcomes. While the 
development of several sector strategies is a welcome first step, much more is needed. To 
help in this effort, technical assistance or investment operations would target intervention 
at a broad sector level through restructuring of the budgetary allocations.  A priority 
should therefore be to ensure that the lessons of the pilot interventions are incorporated in 
the broad sector policy design and that interventions are harmonized with those of other 
donors around the sector strategies. 
 
57. Moldova has made good progress in improving public procurement 
practices.  The CAS included procurement targets as high-case triggers.  The CAS 
implemented the agenda developed under the CPAR (2003) with the support of a 
capacity building IDF grant, which led to approval of a new modern public procurement 
law and significant improvements on the ground.  Sole-source procurement (a reduction 
in which was a CAS outcome) was reduced from 51 percent to 45 percent by value of 
contracts (including utilities), and use of open tendering increased from 28 percent to 40 
percent of the value of awarded contracts.  The more ambitious CAS outcome is still to 
be fully achieved.  The proposed PRSC will continue to monitor progress in procurement 
reform, setting performance targets on single source procurement and open tender more 
ambitious than initially envisaged under the CAS. 
 
58. Slow progress in assisting reform of the judiciary. The CAS assigned 
importance to improving the access of the poor to judicial services.  It foresaw an active 
dialogue on judicial sector reform based on the results of the Judicial Sector Assessment 
completed before the end of the previous CAS and delivered to the government in June 
2005.  A small Courts Reform technical assistance IDF grant has just become effective to 
enhance court performance with a special focus on the commercial jurisdiction.  The 
Legal Empowerment technical assistance (the Japanese Social Development Fund (JSDF) 
grant) foreseen in the CAS to help improve access to the poor has not yet materialized. 
There is therefore a relatively low likelihood that the outcomes defined in the CAS 
(improved provision of legal information and services among the poor in rural and semi-
rural areas, and enhanced public discussions on legal welfare) will be achieved.  During 
the second half of the CAS, the Bank will review how more active support to the 
judiciary can be developed. 
 
59. Support for local development has been weaker than expected.  The CEM 
emphasized the role that local government can have in improving governance and service 
delivery. However, an active agenda to support local development by building on past 
experience remains to be developed. 


