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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX

of the Commission Implementing Decision on the

second Individual Measure in favour of the Republic of Moldova for 2021

Action Document for EU4Recovery and Resilience

ANNUAL MEASURE

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial Regula-
tion, and action plans and measures in the sense of Article 23(3) of NDICI Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

1. Title
CRIS/OPSYS
Basic Act

EU4Recovery and Resilience

Annual Measure in favour of the Republic of Moldova for 2021

CRIS number: NDICI-GEO-NEAR/2021/43052 — OPSYS ACT-60722 linked to
JAD.956852

Financed under the Neighbourhood, Development and International Cooperation In-
strument (NDICI)

2. Team Europe Ini-
tiative

No

3. Zone benefiting
from the action

The action shall be carried out in the Republic of Moldova

4. Programming
document

Multi-annual Indicative Programme (MIP) 2021-2027 for the Republic of Moldova!

5. Link with rele-
vant MIP(s) objec-
tives/expected re-
sults

Priority 1: Resilient, sustainable and integrated economy
Priority 3: Environmental and climate resilience
Priority 5: Resilient, fair and inclusive societies

PRIORITY AREAS AND SECTOR INFORMATION

6. Priority Area(s),
sectors

Industry (321), Trade Policies & Regulations (331), General Environment Protection
(410)

7. Sustainable De-
velopment Goals
(SDGs)

Main SDG:

SDG 8: Promote sustained, inclusive and sustainable economic growth, full and pro-
ductive employment and decent work for all

! To be adopted first half 2022
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Other significant SDGs (up to 9) and where appropriate, targets:
SGD 1: End poverty in all its forms
SDG 5: Achieve Gender Equality and Empower Women

SDG 9: Build resilient infrastructure, promote inclusive and sustainable industrialisa-
tion and foster innovation

SDG 3: Good health and well-being

SDG 7: Affordable and clean energy

SDG 11: Sustainable cities and communities

SDG 12: Responsible Consumption and Production

SDG 13: Take urgent action to combat climate change and its impacts

SDG16: Promote peaceful and inclusive societies for sustainable development, pro-
vide access to justice for all and build effective, accountable and inclusive institu-
tions at all levels

SDG 17: Strengthen the means of implementation and revitalize the global partner-
ship for sustainable development (i.e. technology, trade)

8 a) DAC code(s)

Main DAC code — sector- percentage

32130 - Small and medium-sized enterprises (SME) development 27 %
Sub-code 2 — sector-percentage

33110 - Trade Policy and Administrative Management 10 %

Sub-code 3 — sector-percentage

15110 - Public sector policy and administrative management 12 %
Sub-code 4 — sector-percentage

41010 - Environmental policy and administrative management 51 %

8 b) Main Delivery
Channel

42000 - European Commission

9. Targets
0 Migration
Climate
[J Social inclusion and Human Development?
Gender
O Biodiversity
[0 Human Rights, Democracy and Governance
10. Markers General policy objective Not targeted | Significant ob- | Principal ob-
(from DAC form) jective jective
Participation development/good O O
governance
Aid to environment O O
Gender equality and women’s O O
and girl’s empowerment

2 For the Neighbourhood, activities related to education shall be marked as part of the “Social Inclusion and Human Development” target, in line
with the NDICI-GE programming guidelines.
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Trade development O O
Reproductive, maternal, new- O O
born and child health
Disaster Risk Reduction O O
Inclusion of persons with 0 0
Disabilities
Nutrition O O
R10O Convention markers Not targeted | Significant ob- | Principal ob-
jective jective
Biological diversity O (]
Combat desertification O O
Climate change mitigation O O
Climate change adaptation O O
11. Internal mark- | policy objectives Not targeted | Significant ob- | Principal ob-
ers jective jective
Digitalisation | O
Tags: digital connectivity 0
digital governance [
fjlglta| ethrepreneurshlp 0
job creation
digital skills/literacy digi- -
tal services O
Connectivity O O
Tags: transport 0 ]
people2people O =
energy
.. - | O
digital connectivity
O O
Migration O O
Reduction of Inequalities O O
Covid-19 O O

BUDGET INFORMATION

12. Amounts con-
cerned

Budget line: 14.020111 — Eastern Neighbourhood
Total estimated cost: EUR 25 000 000
Total amount of EU budget contribution EUR 25 000 000

MANAGEMENT AND IMPLEMENTATION

13. Implementation
modalities (type of

Project Modality
Direct management through:
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financing and man- | - Grants
agement mode) - Twinnings
- Procurement

Indirect management with the entity(ies) to be selected in accordance with the cri-
teria set out in section 4.3.3.

1.2. Summary of the action

This action will contribute to resilient, sustainable and inclusive economic development in the Republic of
Moldova (hereinafter ‘Moldova’) and will pave the way for a fully-fledged green transition for the Republic
of Moldova.

Proposed actions will provide support for the implementation of the following two priorities, established in
the European Union — Republic of Moldova Multiannual Indicative Programme 2021-2027°.

Priority A: ‘Resilient, sustainable and integrated economy’:

- Support SMEs, particularly in rural areas and women-owned, and ensure better access to finance for
them. This will be achieved through the financial contribution to the relevant national SME support
programmes and to the Neighbourhood Investment Platform (NIP).

- Improve the business climate through trade facilitation, supporting the accession of the Republic of
Moldova to the Common Transit Convention based on the New Computerised Transit System
(NCTS) phase 5 software.

- Increase national capacities for residues monitoring in agri-food products, which will lead to in-
creased food safety, market demand and access, with positive effects on the national economy.

Priority B: ‘Environmental and climate resilience’:

- Support a Transformative Green Agenda for the Republic of Moldova, building on the European
Green Deal*, to deliver a sound framework for a green and sustainable economy development. The
action will scale up previous successful green initiatives with the view of delivering key enabling
conditions, as well as raising awareness and increase capacity on circular economy, energy and cli-
mate change.

- Support the implementation of green initiatives and eco-innovative projects also with the view of
attracting private investments. This action will also facilitate partnerships and possibly pilot new
business models along the circular economy approach to value chains and eco-innovative green
technologies.

- Support to build up capacity of public institutions in the implementation of the legislation under the
Environment Chapter of the EU-Moldova Association Agreement (AA), demonstrating several co-
benefits of addressing pollution.

The action is aligned with national policies and targets as defined in key documents, such as the National
Development Strategy “Moldova 2030”°, and the draft of a new policy document on Air Quality Manage-
ment.

3 To be adopted in the first half 2022
4 COM(2019)640 of 11.12.2019
> Republic of Moldova GD. No. 377/2020
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These efforts are in line with the Association Agenda 2021-2027 (to be adopted), the Economic Recovery
Plan for Moldova, and the 2 July 2021 Joint Staff Working Document on post-2020 Eastern Partnership
priorities® with its Economic and Investment Plan and five Flagship initiatives for Moldova.

2. RATIONALE
2.1. Context

Macro-economic situation: The COVID-19 pandemic, as well as a prolonged draught in summer 2020, had
a significant negative impact on the Moldovan economy. According to preliminary statistical data, in 2020
the gross domestic product (GDP) decreased by 7% compared to 20197 (y/y), while most of the recent eco-
nomic forecasts project a recession between -6% and -7%. The economic downturn was driven primarily by
reduction in household consumption which fell by 7% (y/y) with a comparable decrease in investment by
2.1% (yly). On the supply side the most significant contribution to the decline of GDP came from retail-trade
(-2.1%), agriculture (-2.7%) and industry (-0.6%).

To mitigate the effects of the crisis the Moldovan authorities introduced a number of economic policy
measures, including an increase in social spending, temporary tax deferrals and monetary easing. However,
the overall level of support remains moderate, accounting for about 1% of GDP (compared to 5% of GDP on
average across the neighbouring countries). The forecast for 2021 projects the GDP to grow up to 3.5%. How-
ever, much of it depends on the future epidemiological situation, including the vaccine roll-out, as well as
support from the international partners.

The 2020 pandemic-induced recession has been particularly severe for the small and medium size enterprises
(SMEs) due to several factors. It includes, among others, the low level of competitiveness and preparedness
of the private sector to face such crises, lack or insufficiency of spare financial resources, limited access to
finance, poor diversification of markets and, most importantly, low technology utilisation and low productiv-
ity. In addition, the authorities’ support for the business community proved to be rather low. According to
World Bank surveys conducted in 2020, only 5.9% of the surveyed companies received financial support,
while 22% did not qualify for it, and 31% remained unaware of such opportunities. In effect, in Q2 private
investment saw the steepest decline in years, at -17.5% yl/y.

Poor performance by several sectors of the Moldovan economy, including construction and industry, had fur-
ther impact on employment. In 2020 the number of the employed population decreased by 5.7 %. The infor-
mally employed population was most affected by the recession. The number of informal employees decreased
at a rate several times faster (17.7% y/y) than the number of formally employed persons (-4.4% y/y). Moreo-
ver, the 2020 crisis widened the gap between the employment rate of men and women, which in 2020 increased
to 4.2 % (from 2.6% in 2019).

The level of remittances noticed only a slight decline in 2020, by 0.4% y/y, with very low effect on the overall
performance of the Moldovan economy. After the initial shock, the growth of remittances stabilised at a level
comparable to previous years (15% of GDP). In addition, it has been noted that remittances through official
bank transfers increased significantly in 2020. In December 2020 alone, the volume of remittances through
banks in favour of individuals went up by over 30% in comparison to an equivalent period in 2019.

The 12-month rolling current account deficit, which was at 9% of GDP in 2019, dropped to 7% of GDP in
2020 because of the crisis-induced decline in demand and lower energy prices. Moreover, a sharp but similar
decrease of both imports and exports during the COVID-19 pandemic led to a decrease of the trade deficit. In
particular, in the first half of 2020, a contraction in imports by 15.8% compensated the decline in exports (-

6 SWD(2021) 186 final
7 https://statistica.gov.md/newsview.php?l=en&id=6940&idc=168
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11.7%) and in remittances (-4.6%). A small decrease of international reserves due to interventions in the for-
eign exchange markets was noted at the beginning of the crisis, but the level has since stabilised at USD 3.5
billion. Total external debt has increased in 2020, reaching 70% of GDP, up from 61% of GDP at the end of
20109.

In line with the global downward trend, Foreign Direct Investment (FDI) to Moldova has been decreasing
throughout 2020, falling to a low level of 0.5% of GDP in Q3 2020 (12-month rolling), compared to a 4% of
GDP at the end of 2019.

The 2021 Budget Law projects a deficit of 6.5% of GDP, with revenues amounting to MDL 41.4 billion
(+11.3%) and expenditures to MDL 55.4 billion (+4.1%). Over half of the budget (nearly 58%) is to be fi-
nanced with the support from International Financial Institutions (IFIs), including the International Monetary
Fund (IMF), EU and World Bank. However, there remains a lot of uncertainty over the availability of external
financing in 2021 due to recent worrying political developments in Moldova such as: 1) slow progress on
achieving the IMF prior-actions; ii) some of the controversial laws passed by the Moldovan Parliament in
December 2020, which could hinder the reform progress achieved since the bank fraud crisis in 2014 (partic-
ularly with regard to financial stability and central bank independence).

The epidemiological situation in Moldova has been challenging, despite various measures taken by the gov-
ernment, including lockdown restrictions. COVID-19 has also had a disproportionate effect on women in
terms of loss of access to income and intensified economic insecurity, increased burden of domestic and care
work, women making over 80% of healthcare professionals with increased risk of exposure to virus, and
higher risks of domestic violence due to increased level of stress and the need to stay at home because of strict
containment measures.

In October 2021, Moldova experienced a gas crisis as a result of the signature of a new five-year contract
which has greatly increased the price. Energy poverty will increase, as will the number of vulnerable custom-
ers. The situation highlighted the structural vulnerabilities in Moldova’s energy landscape. The Moldovan
government has adopted a National Energy Crisis Plan to support vulnerable customers. To assist its roll out
the Commission made available the EUR 60 million budget support programme which was disbursed at the
end of 2021 (First Individual Measure for Moldova 2021).

Political framework: The EU, its Member States and the Republic of Moldova signed an Association Agree-
ment, including a Deep and Comprehensive Free Trade Area in 20148 and fully applied it from 2016 after its
ratification. An Association Agenda sets out a list of priorities for joint work on implementing the Association
Agreement. The revised joint document covering the period 2021-2027 (to be adopted) guides EU-Moldova
bilateral relations, and together with the five policy objectives of the Joint Communication on Eastern Part-
nership policy beyond 2020° as agreed by EU and Eastern Partnership leaders on 18 June 2020 will frame
financial assistance under the Multiannual Financial Framework for the programming period 2021-2027.

Current EU cooperation with Moldova aims at supporting the adoption and implementation of democratic
reforms and at improving citizens’ lives, with a focus on the Moldovan regions. Since March 2020, a substan-
tial amount of EU support was reoriented towards the mitigation of the consequences of the COVID-19 pan-
demic and socio-economic recovery. It draws on contributions from all EU institutions and combines them

8 Association Agreement between the European Union and the European Atomic Energy Community and their Member States, of
the one part, and the Republic of Moldova, of the other part

OJ L 260, 30.8.2014, p. 4-738

® JOIN(2020) 7 final
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with the resources mobilised by EU Member States and financial institutions, to address the humanitarian,
health, and other consequences of the pandemic.

In June 2021, the European Commission announced an Economic Recovery Plan'® for Moldova which will
mobilise up to EUR 600 million in macro-financial assistance, grants and investments, supported by blending
and financial guarantees. The action will contribute to the implementation of one of the priorities of the Eco-
nomic Recovery Plan:

- Supporting an innovative, circular and competitive economy, trade and SMEs;

The main strategic planning document of the country, which serves as a basis for this action document, is the
National Development Strategy "Moldova 2030" (NDS), 10 1. The main objectives are embedded in ten pri-
orities at national level.

In the COVID-19 context, the government developed a national plan for response and socio-economic recov-
ery, which aims at reducing the country's vulnerability to the pandemic, allowing a transparent and efficient
recovery process, by respecting human rights and gender mainstreaming. In the meantime, the Secretariat of
the Economic Council to the Prime Minister of the Republic of Moldova, with participation of companies and
business associations from most economic sectors of the country developed a Policy matrix for economic
recovery under COVID-19 conditions. The Policy matrix includes immediate and short-term actions and is a
continuation of efforts already undertaken by the Government, to be carried out within the limits of available
capacities and resources, as well as upon availability of additional financial means subject to negotiations with
the development partners. The Government should also address the differentiated impact of the COVID-19
pandemic on women. Additionally, the Ministry of Economy and Infrastructure (MEI) developed the Strategy
for an Inclusive, Sustainable and Digital Economy by 2030 which will ensure the correlation between NDS
Moldova 2030 and medium-term programs.

The implementation of the Association Agreement and the priorities of the Eastern Partnership remains a
strong driver of democratic reforms. The EU assistance remains based on the principle of strict conditionality
and linked to the satisfactory progress in reforms and the respect for the rule of law, effective democratic
mechanisms, gender equality and human rights. The EU will continue to engage with the Moldovan authori-
ties, but also prioritises the provision of support to drivers of change — civil society, media, local authorities
and the private sector — bringing tangible benefits to the people of Moldova. For ensuring resilience, it is
important to provide to these partners as broadly as possible direct access to EU assistance, thus supporting
pluralism in the society. The EU has established intensive strategic communication that shall contribute to
correct and broad-based information about the EU, EU-Moldova relations and EU assistance.

In spite of some progress in several areas, in particular the second half of 2020 saw increasing concerns as
regards backsliding in the rule of law standards and in the justice sector, considering in particular the lack of
progress and negative developments in the fight against corruption and money laundering, including the in-
vestigation of the 2014 banking fraud.

Although some progress has been made, deep-rooted gender inequalities persist and progress is needed in key
areas such as health, education, employment, entrepreneurship, overcoming gender stereotypes and violence
against women.

The main objectives of the partner's policy that is to be supported by the intervention and its relation to the
SDGs:

10 https://ec.europa.eu/neighbourhood-enlargement/news/european-commission-announces-economic-recovery-plan-republic-mol-
dova-2021-06-02_en

1 GD. No. 377/2020
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Priority A “Economic recovery and resilience” is defined in the National Development Strategy “Moldova
2030 and more concretely in the first of its four pillars of sustainable development of the Republic of Mol-
dova: sustainable and inclusive economic development. Additionally, following the outbreak of the COVID-
19 pandemic, the Economic Council under the Prime Minister developed an “Indicative Economic Recovery
Plan in the context of COVID-19”. The Plan is subject to regular revision and updates. It also includes a Policy
matrix with measures in four main areas of intervention, the third area notably being to “Provide state aid for
the development of private sector affected by the pandemic”. Furthermore, the Ministry of Economy (ME)
developed an “Action Plan for the implementation of the 2020-2021 Economic Measures Program in the con-
text of COVID-19”. The procedure of its formal endorsement by the Government was postponed due to the
political crisis. The action plan envisages a series of concrete measures under three objectives: i) mitigation
of the socio-economic impact of the COVID-19 pandemic; ii) economic recovery of Moldovan companies
and iii) transition to a more resilient economy and economic adaptation. The ME has developed an overarching
Strategy for an Inclusive, Sustainable and Digital Economy by 2030 which ensures the link between the NDS
Moldova 2030 and the medium-term programmes to be developed as operational tools. The current 2013-
2020 SME support strategy will be replaced by a new SME support programme. Apart from the existing
sectoral SME support programmes, it is envisaged to develop and initiate already several new programmes. It
is important that such SME support programmes have a specific focus on women, as women are underrepre-
sented among the entrepreneurs in the Republic of Moldova (women make up a share of 33.9% of all entre-
preneurs) and youth. In this, the government can capitalize on its previous Pilot Programme “Women in Busi-
ness”*2,

The priorities in agriculture and rural development established in the National Agriculture and Rural Devel-
opment Strategy (NARDs) 2014-2020 are: i) Increase competitiveness of the agri-food sector through mod-
ernisation and market integration; ii) Ensure sustainable management of natural resources in agriculture; iii)
Improve standards of living in rural areas. Especially relevant for this action is the Specific objective 1.1:
Upgrading the agro-food chain to comply with EU food safety requirements and quality requirements. The
new agriculture and rural development strategy 2020+ is currently under formulation.

With regard to Priority B “Environmental and climate resilience”, the main objectives of the partner's
policy are related to the transition to a greener development as framed by the National Development Strategy
“Moldova 2030”. It indicates the priority areas and directions of intervention for the long-term sustainable
development of the Republic of Moldova and represents the strategic reference document for all policy docu-
ments at national, regional and local level. The most relevant SDGs are SDG 12: Ensure sustainable consump-
tion and production patterns and SDG 13: Take urgent action to combat climate change and its impacts.

The Republic of Moldova is highly exposed to the adverse impacts of climate change due to temperature
increases, changes in precipitation regimes and increased climate aridity, which are associated also with the
frequency and intensity amplification of extreme weather events. The country counts on a recently updated
Nationally Determined Contribution (NDC), a Climate Change Adaptation Strategy (a new one is also under
development with EU support) and the Action Plan for its implementation as well as its Fourth National Com-
munication to the United Nations Framework Convention on Climate Change (UNFCCC).

In terms of adaptation, the country has comprehensive and ambitious objectives to mainstream climate change
adaptation into sectoral planning; set-up and operationalise the cross-sectorial climate change adaptation co-
ordination mechanisms and implementation of priority adaptation actions in agriculture, health, forestry, water
and other sectors. The implementation of the progress is to be monitored via a dedicated monitoring and
evaluation system while climate relevant expenditures will be monitored and tracked via climate budget tag-
ging under the framework of the cross-sectorial climate change adaptation coordination mechanism. In this
process, it is also important to duly consider a gender dimension.

12 \Women in Business, https://gov.md/sites/default/files/document/attachments/intrl0_79.pdf
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With regard to mitigation, in its updated Nationally Determined Contribution (NDC), Moldova intends to
achieve more ambitious targets than in its first NDC. The country’s new economy-wide unconditional target
is to reduce its greenhouse gases (GHG) emissions by 70% below its 1990 level in 2030, instead of 64-67%
as committed to in the first NDC, which could be further decreased to 88%, if international low cost financial
resources, technology transfer, and technical cooperation are ensured. Moldova further reports that GHG in-
tensity (“CO2 emissions per GDP”) indices have considerably decreased over the 1990-2016 period, from
4.43 t0 1.99 kg CO2 per real GDP 2010 USD, or by 55.1 per cent. Noting that these values are still among the
highest among economies in transition (EITs) in Central and Eastern Europe, the country highlights “a high
mitigation potential to reach its GHG emission reduction targets.”

In order to reach the conditional target of up to 88% reduction of its GHG emissions by 2030 as compared to
1990 levels, the NDC explains that appropriate international financial support equal to about USD 5 billion,
or about USD 500 million per year until 2030, is needed. The support needed includes finance, in addition to
domestic allocations, to cover required abatement costs, as well as assistance in the form of technology transfer
and capacity building. This support will allow adjusting the development pathway of the Republic of Moldova
towards a low-carbon economy, thus moving towards progressive decoupling of carbon emissions from eco-
nomic growth and ensuring a decent level of real GDP per capita, equalling UDS 4,072 per capita in 2030. It
is also critical that women and men are enabled to equally contribute to and benefit from these processes.

The main sectors linked to Moldova’s mitigation efforts and the respective GHG emission reduction targets
are: energy — 81%, transport — 52%, buildings — 74%, industry — 27%, agriculture — 44%, land use, land-use
change, and forestry (LULUCF) — 10% and waste — 14%. There have been identified as well mitigation co-
benefits linked to adaptation interventions in the areas of agriculture, water resources, forestry, human health,
energy, transport and inter-sectorial priorities.

2.2. Problem Analysis

Short problem analysis:

PRIORITY A “Resilient, sustainable and integrated economy”

Support to SMEs, including to seize new opportunities in high growth potential areas such as agricul-
ture, innovative industrial production, greening of the economy and digital markets, and improved ac-
cess to finance

According to the SME Policy Index: Eastern Partner Countries — 2020 report!, since 2016, the Republic of
Moldova has made moderate progress in further developing a conducive business environment for SMEs.
Moldova has advanced in the implementation of the SME Development Strategy 2012-2020 with substantial
progress in the reduction of burdensome regulations, the implementation of regulatory impact analysis and
the provision of business development services for SMEs. Noteworthy reforms also include reinforced policy
framework for entrepreneurial learning, start-up support for young entrepreneurs, women in business support
programmes and expansion of the credit guarantee scheme, broadened e-government services and a formalised
public-private dialogue platform. However, considerable work remains to be done to promote entrepreneurial
learning, including meeting the specific skills requirements of SMEs. The limited internationalisation of Mol-
dovan SMEs is a long-term challenge, and more emphasis must be placed on making better use of Moldova’s
Deep and Comprehensive Free Trade Area (DCFTA) with the EU. In addition, Moldova must further support
the innovation activities of SMEs and their transition to the green economy.

13 https://www.oecd.org/publications/sme-policy-index-eastern-partner-countries-2020-8b456 14b-en.htm
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Access to finance is recognised as a major obstacle for SMEs across the whole Eastern Partnership region.
The lending environment remains difficult and financial inclusion remains low, particularly in countries that
have suffered from difficulties in their banking sectors. While the Moldovan banking sector benefits at present
from a good liquidity, the loans to SMEs are perceived as too risky and consequently the collateral require-
ments are very high, which is not affordable for the majority of SMEs, especially the micro- and small ones
and the young and innovative SMEs. The situation has been aggravated by the COVID-19 crisis. Local SMEs
that can still access credit face higher than normal risk premium and collateral requirements.

Another issue is a gender segregation in business sectors. Because of gender-biased selection of business
niches, women’s businesses are generally smaller than men’s in terms of turnover, assets, income and number
of employees. Men significantly outbalance women in terms of share of entrepreneurs who run business in
sectors such as industry (11.3% vs. 6.2%) and construction (7.2% vs. 2.3%) and transport and storage (6.0%
vs. 4.1%)%,

The Moldovan Government is committed to the development of the SME sector. A number of programmes
are currently implemented by the Organisation for Small and Medium Enterprises Sector Development
(ODIMM). New programmes are envisaged to be launched in short term. However, the available financial
resources are limited, especially given the COVID-19 crisis, which has had a very negative impact on the
sector. Thus, the outreach of the programmes will be limited without donors support. The EU has been sup-
porting since 2018 the implementation of the National PARE 1+1 and the Women in Business programmes,
and the SMEs digitalisation support tool through a EUR four million direct grant to ODIMM. The last Results
Oriented Monitoring (ROM) mission assessed the project as very successful, and the Delegation was advised
to explore the opportunity to extend the financial support to ODIMM with a follow up direct grant to increase
the coverage of the three programmes (including the digitalisation instrument). It was recommended also to
keep the focus on SME support in rural areas. It is therefore envisaged to provide a new direct grant to an
experienced organisation to top up the following national programmes:
1. The existing and or upgraded national programmes - PARE 1+1, Women in Business, Start-up for
youth, the SMEs greening programme and the SMEs Digitalisation programme.
2. The upcoming SMEs Rural Tourism Start-up programme (for HoReCa activities), the SMEs Re-tech-
nology programme, the SMEs Second Chance programme, the Clusters support programme and the
Innovation Hub creation.

Special attention will be given to the support of the digital transformation of the economy with focus on SMEs,
in line with the new EU Eastern Partnership policy. The Digitisation Support Tool was among the first reac-
tions to the crisis, which aims to support the transfer of technology and digital development of SMEs (with a
focus on women-owned SMES) to harness their innovative potential, including facilitating the access to inter-
nal and external markets. It offers business vouchers for accessing consulting services and mentoring of
SME’s, in order to develop personal web pages, social pages or online profiles. This is coupled with non-
reimbursable grants for the purchase of equipment and software, for the purpose of innovation and introducing
digital technologies. Based on the experience and the lessons learnt, a new programme on SMEs digitalisation
is being developed with the support of the EU-funded technical assistance project.

Trade facilitation

Establishing free trade relations with the European Union and ensuring compliance with the EU rules is one
of the key priorities of Moldova’s economic policy. Improvement of transit procedures and in particular the
preparations for Moldova’s accession to the Common Transit Convention, to facilitate trade between the EU

14 National Bureau of Statistics Republic of Moldova. Main results of the survey on "Business Environment Development”, 2020, p.10,
https://unctad.org/system/files/non-official-document/20201012_WebinarGender_cojocari_moldova_en.pdf https://statistica.gov.md/pub-
lic/files/ComPresa/Antreprenoriat_feminin/Antreprenoriat femei_barbati 2018.pdf
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and Moldova, is part of the commitments of the Republic of Moldova under the AA/DCFTA. It is very im-
portant from the point of view of trade facilitation, but also as a tool for preventing fraud related to transit,
export and import operations. In the period 2017-2019 the Republic of Moldova was supported through a
twinning project to prepare for the accession, but a new software in replacement of NCTS - phase 4 is now
being introduced by the Convention signatories — NCTS phase 5. Moldova is planning to join the Convention
at the earliest convenience. However, the country needs support to acquire the new software, especially in the
current COVID-19 crisis. The Moldovan Customs Service will be therefore supported to develop the new
software in the existing Customs Management System ASYCUDA World (AW), with the possibility to be
used separately from AW, as well as to put it into operation, initially for national transit. The Moldovan Cus-
toms Service has analysed Georgia's experience on EU-funded development of IT application for NCTS Phase
5 in the AW by the United Nations Conference on Trade and Development (UNCTAD), and has decided to
pursue the same path.

Subject to the Commission’s approval of the system, the country will be invited to join the Common Transit
Convention. The action is in line with the priorities defined by the Moldovan Government. The NCTS will
produce benefits for the economy of Moldova, and ultimately, for the population. The operational capacity of
the Moldovan Customs service will be strengthened. The Government will be able to better protect the finan-
cial and economic interests of Moldova, while increasing the comparative advantage of the Moldovan business
sector via improving national transit capacity. The Trade Community (holders of transit procedure, carriers,
economic operators) will benefit from the introduction of modern, faster, and more transparent transit proce-
dures by the use of the NCTS, reducing administrative burdens and costs for traders, while increasing the
competitiveness of Moldovan transport and export sectors. Also, it is necessary to analyse the gender segre-
gation in terms of exporters and take action to bridge it so that women’s and men’s-owned businesses can
equally contribute to Moldova’s foreign and domestic trade.

Additionally, with a view to fully capitalise on the above twinning project, Moldova will also need support
for the implementation of a Customs Single Window (SW), in accordance with the concept approved by the
Customs Service. The SW, interfaced with a Customs Decision System, whereby all types of application for
customs decisions and their decision-taking process are handled through a single electronic environment, will
provide faster customs clearance times, more transparent and predictable procedures and less bureaucracy,
and reduced corruption due to fewer opportunities for physical interaction. A feasibility study needs to be
commissioned that will also look into the above issues before the practical implementation of the SW system
takes place.

The main institutional stakeholders in the above two areas are:
- The Ministry of Economy (ME) (new entity created after reorganization of the Ministry of Economy
and Infrastructure in early autumn of 2021) ),which is the policy maker in terms of economic devel-
opment in general and concretely with regards to SMEs policy formulation, monitoring and trade;

- The Organisation for Small and Medium Enterprises Sector Development (ODIMM), established
in 2007 under the ME, which is the implementing agency for the national SME support programmes;

- The Ministry of Finance, which is the policy maker and control body in terms of Public Finance
Management, including Domestic Revenue Mobilisation, thus being responsible for the oversight of
the Customs service of Moldova;

- The Moldovan Customs service, which is responsible for authorising all export, import and transit
operations in the Republic of Moldova and for enforcing the customs legislation, as well as important
part of the tax legislation. Fight against fraud and smuggling are among its main tasks;

- The target group are the Moldovan SMEs and economic operators in general for some of the activ-
ities (e.g. for activities targeting trade facilitation).
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Strengthening national food safety institutions

By signing the AA/DCFTA with the EU in 2014, the Republic of Moldova has opened additional opportuni-
ties to increase agri-food exports (at 45% in 2019). Agriculture remains a central pillar of Moldova’s economy:
agricultural lands cover 74 %of the country’s territory (2.48 million ha). The country has favourable agro-
ecological conditions and rich soils suitable for the production of high valuable crops.

The agricultural sector employs over 21 percent of the country’s labour force, on 902,214 registered agricul-
tural holdings (2011 General agricultural Census), but agricultural production accounts only to around 12%t
of Moldova’s GDP or 16% including the agri-food processing industry. Women are underrepresented in agro-
business with only 3% of agro companies being women-owned (compared to 6.5% men-owned)™°.

Increasing the competitiveness of agriculture has become a priority for the country. It is part of the first Gen-
eral Objective of the National Agriculture and Rural development Strategy (NARDS), which refers to Increas-
ing competitiveness of the agri-food sector through modernisation and market integration. Nevertheless, com-
pliance with food safety, quality standards and consumer demands remains a challenge, especially for SMEs
in the agri-food sector and to access high value market segments.

Although the alignment of national legislation with the Union acquis regulating quality policy and marketing
standards for the agri-food sector has been overall positive with 87% of legal acts transposed, operational
capacities for example in food safety official controls lag behind.

Moldova has the authorisation to export and transit products of animal origin to the European Union only for
caviar and honey. In April 2021, the Republic of Moldova was included in Column C of Annex | to Commis-
sion Regulation (EU) No 605/2010 for imports of dairy products into the EU*®. Following a positive assess-
ment of DG SANTE, on 25 November 2021, the European Commission included Moldova in the TRACES
system and authorized first Moldovan diary production company to export to the EU raw milk, dairy products,
colostrum and colostrum-based products (ice-cream). Previously, in January 2021, order number 5
(13/01/2021) was issued approving the list of pharmacologically active substances authorised for food-pro-
ducing animals, establishing maximum residues limits to avoid placing food products of animal origin that
exceed the maximum residue limits on the market. The National Programme for surveillance and monitoring
of residues and other contaminants in live animals and products and by-products of animal origin is being
rolled-out (increasing the number of samples and the test spectrum of the active substances) and technical
capacities, especially at regional food safety sub-divisions, need to be increased accordingly. In 2020 samples
taken for residue limits of cereals were non-compliant, exceeding the established maximum levels signifi-
cantly.

As the implementation of the Annual National Food Safety Residue Monitoring Plans is financed from the
state budget and several laboratory tests (as residues of veterinary drugs in products of animal origin or polar
pesticides) are carried out in foreign laboratories contracted out by the National Food Safety Agency (ANSA)
annually, further contracting out of testing capacities would have a significant budgetary impact.

More importantly, the availability of national test capacities would reduce the time for transport and testing
of samples and availability of test results. This would not only make official controls and finally consumer
protection more efficient, but also allow food business operators to perform (less costly and more timely) self-
controls on residue monitoring along their supply chains eliminating contamination risks and meeting quality
standards (especially relevant to the 152 companies registered for ecological production in 2019). Further-
more, strengthened inspection and control capacities would increase transparency and build trust along the

15 National Bureau of Statistics Republic of Moldova. Main results of the Survey on Business Development in Moldova, 2020, p.10, https://sta-
tistica.gov.md/public/files/ComPresa/Antreprenoriat_feminin/Antreprenoriat femei_barbati_2018.pdf

16 EUR-Lex - 32021R0645 - RO - EUR-Lex (europa.eu)

Page 12 of 40


https://statistica.gov.md/public/files/ComPresa/Antreprenoriat_feminin/Antreprenoriat_femei_barbati_2018.pdf
https://statistica.gov.md/public/files/ComPresa/Antreprenoriat_feminin/Antreprenoriat_femei_barbati_2018.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32021R0645

agri-food value chains, thereby increasing market demand (including domestic/opportunities for import sub-
stitution) and access with positive effects on the national economy.

The main institutional stakeholders are:
- The Ministry of Agriculture and Food Industry is accountable for the policies in the sectors of
agriculture (food production and security, livestock, food safety), and rural development.

- The National Food Safety Agency (ANSA) was created in 2013. Its strategic objective is to ensure
the implementation of national policies in the areas of control aimed to guarantee food safety and the
quality of food products, including animal health and plant protection, the safety of raw materials,
and consumer protection. Its monitoring system covers the entire food chain from production to the
final consumer to ensure access to safe and healthy products. ANSA has 23 Territorial divisions and 7
border inspection posts with 3 national reference laboratories (Food safety laboratory, Animal health
laboratory, Phytosanitary laboratory).

- Food business operators interested in exploring further market opportunities for their products, in-
cluding in the European Union, as well as consumers of food products to access safe, healthy and
nutritious foods.

PRIORITY B “Environmental and climate resilience”:

Increased awareness and capacity of the stakeholders to implement a Transformative Green Agenda
also delivering key green, energy and resource efficient and eco-innovative projects as well as improved
monitoring system for air quality and the environment

The potential for biogas power plants in the Republic of Moldova is about 134 MW in terms of installed
capacity and in terms of electricity produced — 805 GWh per year, which is equivalent to ~20% of the annual
national energy demand. Electricity volumes that can be generated are limited by availability of raw materials
for biogas production. At the moment in the Republic of Moldova there are 5 biogas cogeneration stations
with a cumulative installed capacity of 5.6 MW electricity. Existing facilities produce biogas from animal
(livestock) manure, agricultural residues, sugar industry residues (sugar beet) and solid municipal waste (land-
fill).

Waste management generally is identified as a major environmental and development priority in Moldova. It
is also contributing with 10.7%to the total country’s GHG emission (2016). Moldova has historically utilised
various forms of waste disposal on land, including substandard landfills, open burning, and indiscriminate
dumping of mixed domestic, industrial and hazardous waste. This has resulted in significant environmental
release and legacy impacts, as well as lost opportunities to divert waste from landfill into productive use. In
response, over the last number of years the country has embarked on a process of systematically transforming
its approach to waste management generally, in view of maximising diversion of waste from land disposal to
productive use and the appropriate treatment/disposal of priority wastes, including chemicals. This has in-
volved the adoption of an overall national environmental strategy for the period 2014-2023, national waste
management strategy (2013-2027), and the Waste Management Law (2016) which has established the overall
policy and legal framework, all modelled on and consistent with, the approaches and directives now being
widely implemented in the EU and OECD countries generally. Directly related to reduction in land disposal
and diversion, the country is in the process of implementing regulations based on mandatory extended pro-
ducer responsibility (EPR) on a priority sector basis. Currently regulations covering E-waste/Waste Electrical
and Electronic Equipment (WEEE) and batteries have been approved, while a packaging waste implementing
act is in advanced stage of negotiations — again all based on EU directives implementing circular economy
principles and approaches.
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Previous initiatives and studies, including the EU funded programme "Greening Economies in the European
Union's Eastern Neighbourhood™" (EaP GREEN), clearly demonstrated that for the Republic of Moldova de-
coupling economic growth from environmental degradation shall result in higher productivity and competi-
tiveness, better natural capital management, enhanced environmental quality of life, and more resilient econ-
omy. A number of sectoral strategies and planning documents have been developed as well as the remaining
legislation approximating the EU acquis on industrial emissions prevention and air quality management are
currently being discussed by the Parliament.

Also, the green growth concept has been gradually (although slowly) promoted in the country as alternative
development model for more sustainable economic growth, improved human well-being and social equity. It
is worth noting that a report based on green growth indicators (GGI) is produced annually to monitor the
performance and qualitative changes in the promotion of the green economy. Progress has been acknowledged
for the past decade mainly in drinking water supply and sanitation, reduction of GHG emissions, improving
energy efficiency and the use of renewables in public buildings.

Those initiatives represent a sectorial approach which certainly will address major bottlenecks and help solv-
ing sectorial hurdles; however, a truly systemic approach is missing. Therefore, a lot remains to be done and
in spite of recent positive developments, the persisting challenge is to set up right “enabling conditions” which
are also instrumental for sustainable green economy investments, but imply a real mind-shift in the country’s
planning and budgeting system. By way of example targeted subsidies or incentives in support of green sectors
(e.g. direct payments, tax exemptions or access to low-cost capital) can play a powerful role in leveraging
private finance, but subsidising has to be based on clear criteria and transparent procedures. Bridging the gaps
between Strategic planning, sectorial policies and the several initiatives, mostly funded by the EU (e.g.
EU4Environment, EU4Climate, EU4Energy, etc.) and other donors, seem still unexplored in spite of the evi-
dent gains in terms of leverage, efficiency and effectiveness.

Women and men may experience the adverse impacts of climate change and environmental degradation dif-
ferently, therefore gender inequalities (which in Moldova encompass economic disparities, differences in ac-
cess to productive resources, different levels of environment sensitivity) may also affect their abilities to suc-
cessfully profit from a green transformation. Women, especially in rural areas, normally spend more time at
their households because of a larger share of domestic and care responsibilities and therefore are more exposed
to environmental stress amplified by climate change such as water pollution or droughts. Empowering
women’s informal decision-making at the local and national levels may definitely contribute to increase own-
ership and ensure the necessary push from civil society towards a green transition.

With regard to possible initiative on air quality and environmental monitoring:

According to an OECD assessment, reducing air pollution will be beneficial to improve health of the citizens
as well as have positive implications on economic development. Currently, welfare costs associated with air
pollution by fine particles (PM2.5) represent about 6.5% of GDP equivalent in Moldova, compared to 3.8%
on average in the EU. The mean exposure to PM2.5 by Moldova’s population largely exceeds the WHO
guideline (17 vs 10 pg/m3). One of the main sources of air pollution is transport.

In addition, under the EU-Moldova Association Agreement, Moldova has to transpose into its national legis-
lation several air related directives, among them the EU framework Directive on ambient air quality and
cleaner air for Europe!’, the, Directive relating to arsenic, cadmium, mercury, nickel and polycyclic aromatic
hydrocarbons (PAHCs) in ambient air'® and the Directive laying down the rules concerning reference methods,
data validation and location of sampling points for the assessment of ambient air quality'® , which specifies
the thematic strategy of European Union for improvement of ambient air quality. Additionally, in light of the

17.2008/50/EC
18 2004/107/EC
19 2015/1480/EC
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dynamic approximation process, it is relevant to consider also the National Emissions reduction Commitments
(NEC)? entered into force on 31 December 2016. Replacing earlier legislation?!, the new NEC Directive sets
2020 and 2030 emission reduction commitments for five main air pollutants.

In particular, the EU-Directive 2008/50/EC defines the basic principles of a common, harmonised strategy:
- establish objectives for ambient air quality to avoid, prevent or reduce air pollution;
- assess the ambient air quality in Member States on the basis of common methods;
- obtain appropriate information on air quality and make it available to the public;
- maintain ambient air quality where it is good and improve it in other cases.

A draft policy document on Air Quality Management for Moldova, according to related EU-Directives, as
well as a draft Law on air quality were developed with the support of the German International Cooperation
(GIZ). The law was approved by Parliament in the first reading on 18.03.2021. It is therefore necessary to
increase the capacity of relevant stakeholders as well as important to implement at least the first mobile auto-
matic stations as part of the network for monitoring air quality which will allow obtaining reliable data in
different pollution areas

Key stakeholders are:

- The Ministry of Environment is accountable for the policies in the sectors of environment and climate
change.

- The Environmental Agency has several tasks on environmental monitoring and implementation of
policies.

- The Ministry of Infrastructure and Regional Development is the national authority responsible for the
policies in the area of energy and regional development. It is responsible for promoting multifunctional
industrial platforms and related environmental programmes.

- The Energy Efficiency Agency is responsible for implementation of the policies in the area of energy
efficiency and renewables. It is responsible for promoting multifunctional industrial platforms and
business environmental programmes.

- The European Business Association is a non-government organisation aimed at delivering business
support services and alignment of the national economy and business legislation to the EU acquis.

Gender equality, human rights, environment and climate change, and innovation are the main cross-cutting
issues.

3. DESCRIPTION OF THE ACTION
3.1. Objectives and Expected Outputs

The Overall Objective (Impact) of this action is to contribute to resilient, sustainable and inclusive economic
development, as well as pave the way to a fully-fledged green transition for the Republic of Moldova.

It will also enhance Moldova’s resilience to respond to urgent needs by the Moldovan central and local au-
thorities as well as the population that are resulting or could result from the war situation following the Russian
aggression against Ukraine.

The Specific(s) Objective(s) (Outcomes) of this action are to
1. Improve investment climate, trade opportunities, employability and conducive business environ-
ment for SMEs;

20 Directive (2016/2284/EU)
2L (Directive 2001/81/EC)
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2. Increase awareness and capacity of the stakeholders to implement a Transformative Green Agenda,
also delivering key green, energy and resource efficient and eco-innovative projects, as well as
improved monitoring system for air quality and the environment.

Given the unfolding and unforeseeable consequences of the war initiated by Russia in Ukraine, the specific

Objective (Outcomes) of this action are also

3. To address the immediate needs of population affected by the war in Ukraine:

building resilience of Moldova to deal with crisis situations such as large influx of ref-
ugees, as a result of the war in Ukraine, by developing infrastructures for sanitation,
food, shelter, and to allow for orderly transit for those people wishing to leave Moldova;
addressing the needs of victims of the armed conflict in Ukraine who are temporarily
settled in Moldova, to benefit from a minimum of socio-economic standards;

tackling irregular migration and forced displacement caused by the armed conflict.

4. To strengthen resilience and build capacities to respond to war-generated impacts:

enhancing capacities to respond to cyber-security and information security and hybrid
threats by contributing to a resilient digital environment in line with human rights stand-
ards and principles;

strengthening economic resilience and supporting individuals, communities, institu-
tions, and countries to quickly recover from the shocks of the armed conflict;
enhancing societal resilience including support to fight against disinformation and by
promoting an enabling environment for media, civil society and the support to inter-
nally displaced people and refugees;

contributing to the enhancement of the country’s energy resilience by restoring and
strengthening its production capacity, including by enhancing energy security and di-
versification of energy sources;

enhancing the resilience of institutions at national and local level, and promoting inter-
national cooperation, including support to European integration.

The Outputs to be delivered by this action contributing to the corresponding Specific Objectives (Outcomes)

are

1.1 SMEs are supported in a gender-sensitive way, including in seizing new opportunities in high
growth potential areas such as agriculture (on adaptation to consequences of climate change, sus-
tainable agriculture and nature-based solutions in land use), industrial production, greening of the
economy and digital markets, and to have improved access to finance;

1.2 Trade facilitation capacities of the Moldovan Customs service improved and preparatory work for
the implementation of the Customs Single Window (SW) is supported;

1.3 National capacities for residues monitoring in agri-food products increased;

2.1 The necessary enabling socio-economic framework for a Green transition with the view of a green
transition for Moldova is in place;

2.2 Deployment of pilot green projects on energy and eco-innovation with the view of attracting private

investments;

2.3 Increased capacity of public institutions in the implementation of legislation under the Environ-
ment Chapter of the EU-Moldova Association Agreement (AA).
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3.2. Indicative Activities

With regard to Priority A - Resilient, sustainable and integrated economy

Under Output 1.1 SMEs are supported in a gender-sensitive way, including to seize new opportunities
in high growth potential areas such as agriculture, industrial production, greening of the economy and
digital markets, and to have improved access to finance.

- Co-finance the gender-sensitive National sectoral SMEs support programmes the organisation is im-
plementing;

- Policy dialogue with MEI and financial support for the implementation of the Strategy for an Inclusive,
Sustainable and Digital Economy by 2030 and the related SME support programme.

- Financial support to selected beneficiaries under the National programmes, following competitive pro-
cedures, thus improving access to finance, with a focus on women entrepreneurs in sectors where they
are underrepresented,;

- Tailor-made trainings will be provided to the beneficiaries of the grants by the implementing partner,
with a focus on women entrepreneurs in sectors where they are underrepresented.

This action will contribute to EIP flagship 1: ‘Supporting a sustainable, innovative, green and competitive
economy’

Under Output 1.2 Trade facilitation capacities of the Moldovan Customs service improved and prepar-
atory work for the implementation of the Customs Single Window (SW) is supported
- Development of the National Transit System (NTS) compatible with NCTS;
- Trainings to the Customs officers to prepare them to work with the system and maintain it after the
guarantee period,;
- The NTS will be tested during one year. After the testing period, the Commission will assess it for
NCTS compliance and will certify the country can accede to the CTC based on the new system.;
- Feasibility study on the Customs Single Window will be launched.

This action will contribute to EIP flagship 2 ‘Boosting EU-Moldova trade’

Under Output 1.3 National capacities for residues monitoring in agri-food products increased

- Procurement of laboratory equipment (ANSA Central reference laboratories of Food safety, Phytosan-
itary, Veterinary Animal Health);

- Training of staff involved in testing / implementation of methods (laboratory, inspectors);

- Validation and accreditation of methods.

- Elaboration of the maintenance procedure of the purchased equipment, management of consumables,
continuous training of the laboratory staff;

- Elaboration/revision of Annual residues monitoring plans;

- Communication and sensitisation of Food business operators also in light of the EU Farm to Fork
Strategy?2.

This action will contribute to EIP flagship 1: ‘Supporting a sustainable, innovative, green and competitive
economy’

2 COM(2020) 381 final
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With regard to priority B “Environment and climate resilience”

Under Output 2.1 The necessary enabling socio-economic framework for a green transition for Moldova

Possible activities:

Creation of Stakeholders’ platforms to enable a green transition also with the view of establishing
pipelines of projects (i.e. Stakeholder Platforms on Energy and Resource efficiency, Circular Econ-
omy, Renewables, Climate Change and Bio-economy);

Creation of an institutional multilevel coordination mechanism on economic, business and environ-
mental policies (i.e. Alliance for a Green transition).);

Provide technical support to complete the enabling framework to facilitate the introduction of market-
based incentives that will successfully reduce pollution, GHG emissions and that will generate tax
revenues for furthering green investments.;

Provide technical support to promote sustainability and greening activities (e.g. Eco-Management and
Audit Scheme (EMAS) to improve environmental and sustainable development performance of the
organisations and public institutions, eco-labelling system or green public procurement);

Awareness raising on the green transformative agenda and sustainable development and need of adap-
tation to consequences to climate change (including inaction) for decision-makers, academia, private
sector, media and citizens, with a great focus on gender aspects as well as including children and
youth.; to develop sustainable consumption behaviours / sensitise around issue of climate change, car-
bon footprint and consumer choices

Networking activities and technical support to deliver an enabling environment for green partnerships
and green jobs where sustainability, innovation, digitalisation, environmental and social justice are the
key cornerstones.;

Create capacities at the national, sectorial and private sector level to advocate for and advance the
green development agenda in Moldova.

Developing climate adaptation awareness, possibly some pilot projects on adaptation in cities/ some
analysis of climate resilience of existing and planned infrastructure.

Financing participation of Moldova in EU knowledge sharing platforms / programmes related to cli-
mate change / health nexus.

This action will contribute to EIP flagship 3: ‘Increasing energy efficiency’

Under Output 2.2 - Deployment of pilot green projects on energy and eco-innovation with the view of
attracting private investments

Implementation of the most relevant projects stemming from the pipelines developed under the stakeholders’
platforms will be supported. The preferred approach will be to facilitate Public-Private partnerships (PPPs)
with the view of attracting private investments and at the same time address key environmental challenges.

Possible activities:

Creation of PPPs to expand the use of renewable energy technologies and systems in the key areas of
the country with the view to contribute to GHG emissions reduction. ;

Demonstration of sanitation innovative approaches to reduce pollution in the mostly exposed districts;
Set up new business models along the circular economy value chain and in line with the clean and
resource efficient production approach, making sure to integrate also a gender dimension;

Implement the most relevant projects stemming from the pipeline also with the view of attracting pri-
vate investments ;

Deliver the first pilot stations of the Moldovan Air quality monitoring system as well as support the
implementation of innovative technologies/equipment to reduce the air pollution.
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This action will contribute to EIP flagship 3: ‘Increasing energy efficiency’

Under Output 2.3 - Increased capacity of public institutions in the implementation of legislation under
the Environment Chapter of the EU-MD Association Agreement (AA).

With regard to the air quality and environment, necessary support will be provided to increase the capacity of
the relevant stakeholders, as well as contribute to setting up the first automatic stations of the network for
monitoring of the air quality.

Possible activities:
- Capacity building of operators, private sectors and civil servants in the application and implementation
of the principles and requirements of environmental legislation;
- Capacity building activities for relevant stakeholders and public authorities are implemented, making
sure that a gender equality is also addressed.

3.3. Mainstreaming

Outcome of the Climate Risk Assessment (CRA) screening (relevant for projects and/or specific interven-
tions within a project).

The CRA screening concluded that this action is no or low risk (no need for further assessment). Environment
aspects will be addressed during the design of the projects.

Gender Equality and empowerment of women and girls.
As per OECD Gender DAC codes identified in section 1.1, this action is labelled as G1. This implies that the
principles of gender equality and women empowerment are significant objectives to this action.

The principle of gender equality will be embedded in the activities related to SME support. A minimum share
of female beneficiaries will be fixed in the indicators targets to be achieved. Women make 33.9 % of entre-
preneurs in Moldova (2018). It translates into gender professional segregation at the labour market.

The action will hence have a direct impact on women as main final beneficiaries. The implementation of this
action will be guided by the principles and objectives of the EU Gender Action Plan 111%. The outputs and
outcomes of the action will be disaggregated along gender lines. Specifically, all the data that relate to persons
will be collected with sex disaggregation, and impact of the action on the status of men and women will be
analysed.

Human Rights
In the implementation of the programme the human rights based approach will be applied and it will be based
on the principles of good governance, equality and the inclusion of socially or economically deprived groups.

Disability
As per OECD Disability DAC codes identified in section 1.1, this action is labelled as D1. This implies that
the inclusion of persons with disabilities is a significant objective to this action.

Democracy

The capacity building aspects of this programme will focus on supporting and strengthening the commitment
of the Moldovan Government to the principles of public administration developed by the European Commis-
sion in close cooperation with the OECD/SIGMA.

2 The EU Gender Action Plan (GAP) Il is a Joint Communication of the European Commission and the High Representative
JOIN(2020) 17 final
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Conflict sensitivity, peace and resilience
Conflict sensitivity of the action will be ensured by allocating part of the budget to activities allowing the
Transnistria region to benefit from the support of this action applying the EU confidence building measures

approach.

Disaster Risk Reduction
Disaster Risk Reduction will be addressed under the Priority B from the perspective of adaptation to climate
change in line with the Sendai Framework. The capacity building activities will also incorporate Disaster Risk
Reduction as part of the systemic green transformation.

Other considerations if relevant
Innovation will be encouraged. A participative approach should be used as much as possible to embed final
beneficiaries in the modernisation process. Innovation will also be encouraged in the implementation of the
concrete activities of this action (e.g. innovative business models, including digitisation, innovative products

and services, new sales markets, innovative teaching methods, etc.).

3.4. Risks and Lessons Learned

Category Risks Likeli- Impact | Mitigating measures
hood (High/
(High/ Me-
Medium/ | dium/
Low) Low)
1-Related to ex- | General political insta- H H Reorientation of assistance. Intensified
ternal  environ- | bility) has an impact policy dialogue with the Government
ment on the government's and local stakeholders following (and
ability and commit- within) the frameworks of the AA and
ment to implement DCFTA.
provisions of the
AA/DCFTA, and to
adopt needed eco-
nomic  development
strategy and  pro-
grammes
4-Related to le- | Insufficient results in M M Sustained policy dialogue with the key
gality and regu- | areas of increased stakeholders on the importance to con-
larity aspects (critical) relevance to tinue the reforms in the rule of law/jus-
economic  develop- tice and anti-corruption area.
ment objectives, such
as the rule of law / jus-
tice reform and the
fight against corrup-
tion
3-Related to peo- | Limited institutional M M Capacity building and training sessions,

ple and organisa-

tions

and human resource
capacities within the
stakeholder Ministries
to formulate, manage
and monitor the imple-

including on gender equality, for staff
within relevant institutions. Two Tech-
nical Assistance projects help improve
the public administration reform (PAR)
strategic framework, as well as the con-
ditions of public employees.
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mentation of their re-
spective gender-sensi-
tive sector policies

3-Related to peo-
ple and organisa-
tions

Frequent change in the
composition of the
Government and / or
the governance pro-
gram (priorities); lack
of agreement at the
level of political forces
in the legislature on
the country's develop-
ment prospects and / or
legislative and budget-
ary priorities.

Continuous policy dialogue with all
stakeholders on the reform agenda to
reach national consensus.

1-Related to ex-
ternal  environ-
ment

Natural disasters and
pandemics

Discussions with the relevant stake-
holders about the possibilities to switch
to tele-working and use simple and ac-
cessible online platforms such as for
swift communication, collaboration,
and face-to-face exchanges.

3-Related to peo-
ple and organisa-
tions

Limited institutional
and human resource
capacities in ODIMM
to implement success-
fully the SME pro-
grammes to be co-
funded and encourage
women to become en-
trepreneurs

Support through the current technical
assistance project ODIMM’s reorgani-
sation, the formulation of its new strate-
gic development strategy and capacity
building of its staff. Dedicated efforts
and focus on women entrepreneurs and
potential entrepreneurs.

2-Related to
planning process

Duplication of the EU
initiatives by other do-
nors

Support to strengthening of the existing
coordination mechanism.

3-Related to peo-
ple and organisa-
tions

Difficulties to imple-
mentation of the sector
actions plans and to
mobilise the resources
(financial and human)
for supporting the
modernisation of the
sector

Policy dialogue and support to the im-
plementation of the sectors’ action
plans.

3-Related to peo-
ple and organisa-
tions

Reluctance of stake-
holders of SME, and
environment sectors to
mainstream  gender
into programming and
activities

Building capacity and sensitivity on
gender for the representatives of the
central and local public authorities,
businesses, media outlets and other
stakeholders of these sectors.

Lessons Learned:
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The experience from the implementation of previous programmes targeting economic development, trade and
food safety and environment, and their final evaluations, have brought the following main lessons learnt:

- development of the programmes and activities must be based on strong recent sector analysis endorsed
by the beneficiaries country and the international community (e.g. Final Evaluation of the Budget
Support Programmes: ‘Economic Stimulation in the Rural Areas’ & ‘Deep & Comprehensive Free
Trade Area Sector Reform Contract’);

- establishing genuine policy dialogue fora, use or strengthened existing government policy dialogue
mechanisms to make these fora more inclusive of other key stakeholders;

- ensuring that the beneficiary puts in place mechanisms to establish and maintain an effective institu-
tional memory;

- channelling the donors support through local entities with due sectoral experience and sound financial
management can increase efficiency of the interventions and their impact and sustainability;

- additional efforts are needed from ODIMM’s side to customize the training and consultancy support
based on the level of background/preparation of the beneficiaries to meet better their individual needs;

- participatory involvement of stakeholders at all stages of the intervention, from the identification phase
to implementation, which endure ownership building and accountability for project results, and guar-
antee sustainable impact of the EU assistance after the end of the project;

- gender mainstreaming helps improve results of the programming by better reflecting the needs of target
groups, existing imbalances and barriers, and making sure that women, men and vulnerable groups
equally benefit from and contribute to the programmes;

- concrete, tangible initiatives and delivering results early in the project, in order to ensure positive mo-
mentum, leverage and a genuine and continued support to the modernisation process;

- small-scale pilots of green transformative solutions have proved high feasibility and replicability po-
tential;

- Selection of implementing partners should be based on comparative advantage and demonstrated suc-
cess and capacity.

3.5. Intervention Logic
The underlying intervention logic for this action is as follows:

Impact: To contribute to resilient, sustainable, and inclusive economic development, as well as pave the way
to a fully-fledged green transition for the Republic of Moldova.

Assumptions
The following external necessary and positive conditions must hold in order for the result chain to be valid:

Assumptions under Outcome 1:
- There is political will to improve business climate, implement the AA/DCFTA and continue support
to the SME sector.
- Assumptions under Outputs 1.1, 1.2 and 1.3 :
- Relevant national SMEs support programmes are in place;
- Willingness and available capacity of the Customs Service to implement the NCTS compatible
NTS;
- Customs Service collaborates with the TA provided on the Customs Single Window drafting;
- Laboratory financial and human resources are increased accordingly to ensure testing capacities
(esp. for newly accredited methods, equipment procured).

Assumptions under Outcome 2:
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- There is political will to embrace a green transformative agenda for the Republic of Moldova,;
- Relevant line ministries and institutions are cooperative and open to support the changes.
Specific assumptions under Qutputs 2.1 and 2.2:

- Key stakeholders are open to receive awareness and capacity;

- There are no hidden obstacles against inter-institutional coordination mechanisms.
Specific assumptions under Qutputs 2.3:

- The Ministry for Environment is committed as well as the relevant local institutions.

The underlying intervention logic for this action is that the action will contribute to the impact because the
following three Outcomes will materialise as a result of its successful implementation:

Outcome 1: Improved investment climate, trade opportunities, employability and conducive business
environment for SMEs

The Outcome 1 will be realised through the achievement of the following four outputs:

Output 1.1 SMEs are supported in a gender sensitive way, including to seize new opportunities in high
growth potential areas such as agriculture, industrial production, greening of the economy and digital
markets and to have better access to finance

Output 1.1.will be achieved through the financial support to the National SMESs support Programmes as de-
scribed in section 2.2 above. At least 600 SMEs, including at least 250 women-owned SMEs, will receive
support through grants following competitive procedures. At least 50 % of them will be able to seize new
opportunities in high growth potential sectors. SMEs greening, digitalisation and internationalisation will be
supported, together with innovation. Companies with problems resulting from the COVID-19 crisis will be
supported through the SME Second Chance Programme. Re-industrialisation will be supported through the
Re-tech programme. Migrants’ productive investments will be further encouraged under the continuation of
the PARE 1+ 1 Programme. Women entrepreneurship will be further boosted under the Women in Business
Programme, with a focus on IT, STEM, industry and other business niches where women are underrepre-
sented. Rural tourism development will be supported under the upcoming Eco tourism Programme, paying
special attention to the promotion of sustainable economic model that entails protection of natural resources.
The EU support will result in at least EUR 15 million new investments in different sectors of economy (as-
suming that EUR five million will be allocated to this output (leverage 1:3). The beneficiaries of the grants
will also have access to the needed consulting services and mentoring. The support provided will be reflected
in the progress in the innovation policy dimension of the SMEs policy index, as well as in the internationali-
sation and access to finance dimensions.

Output 1.2 Trade facilitation capacities of the Moldovan Customs service improved and preparatory work for
the implementation of the Customs Single Window (SW) is supported.

Output 1.2 will be achieved through the establishment of National Transit System (NTS) compatible with the
NCTS. The Republic of Moldova has plans to join the Common Transit Convention (CTC) at the earliest
opportunity. This is also envisaged under the AA/DCFTA. A previous EU Twinning project has prepared the
draft legal framework for the implementation of the NCTS and for joining the CTC. It is now necessary to
create the software based on the new NCTS — phase 5 specification. The NTS will be integrated into the
existing Customs Management System ASYCUDA World (AW), with the possibility to be used separately
from it. The IT application will be developed based on the following minimum conditions:

0. The NCTS P5 module should be developed so that it could be used separately from AW, therefore it

should not be developed on the SoClass platform;
1. The module should be "open source”, so that its functionality is not conditioned by any licenses;
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2. Developers should train experts from Customs Service IT Division to be able to provide maintenance
of the NCTS P5 module in the future, on their own.

It is expected that the system will be developed and tested in a period of 24 months. If funding is available by
the end of 2021 and some preparatory work is done in the meantime, Moldova can have an operational NTS
(NCTS compatible) in 2023 and join the CTC in 2024 .The benefits of it are numerous both for Moldova and
the EU, to mention just the much better possibilities to counter fraud and smuggling, as well trade facilitation.

Furthermore, a feasibility study on the implementation of the Customs Single Window will be commissioned,
to inform about its practical implementation.

Output 1.3 National capacities for residues monitoring in agri-food products increased

Domestic laboratory testing capacities (food safety, phytosanitary and veterinary/animal health) shall be ex-
panded to fully implement the national Residue Monitoring Plans to ensure compliance of agro-food products
with maximum permissible limit of pesticides and veterinary drugs. Strengthened national capacities will al-
low to extend the range of residues and sample quantities (number of samples) by accredited reference meth-
ods in the national laboratory, while reducing the time for obtaining the results of samples tested (compliance
testing), but also a possibility to generate access for the food business operators to a modern laboratory net-
work allowing performing self-controls and residue monitoring programs of suppliers and along value chains.
Increased capacities of the National Food safety agency and its decentralised structures will not only contribute
to national consumer safety and access to safe, healthy and nutritious foods, but prepare for the access of new
markets for these products, including the authorisation to transit and export additional products to the Euro-
pean Union.

The project shall include procurement of the necessary equipment and training of staff involved (Laboratory
and inspection). Selected activities to strengthen the linkage between the public authorities and private entities
(incl. SMEs) will be integrated. Quality control procedures and validation practices of all residue-testing meth-
ods shall be aligned with the relevant requirements of the EU, including the Farm to Fork Strategy.

Outcome 2: Increased awareness and capacity of the stakeholders to implement a Transformative
Green Agenda also delivering key green and eco-innovative projects as well as improved monitoring
system for air quality

The Outcome 2 will be realised through the achievement of the following three outputs:

Output 2.1: The necessary enabling socio-economic framework for a Green transition with the view of
a green transition for Moldova is in place

A Transformative Green Agenda aims at delivering the “enabling conditions” and build the foundation for a
Green Deal in the Republic of Moldova to unleash long lasting and sustainable economic development. The
Transformative Green Agenda, in line with the European Green Deal, will be framed around the following
pillars:

I.  Circular economy and Energy and Resource efficiency: with a specific focus on business mod-
els, practices and eco-technologies along the circular value chain so to deliver the enabling
conditions in the areas of waste management, industrial and food production, processing and
marketing, circular use of natural resources but also construction and buildings, mobility sec-
tors and eco-innovation, also making sure that a gender dimension is duly considered. In par-
ticular, efficient management of natural resources, including water, and innovative ways of
keeping raw and secondary materials into economically meaningful value chains could be
strong driving forces for the Moldovan economy.
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Il.  Climate Change: Addressing climate change with both mitigation and adaptation actions. The
focus will be on Smart Regional and Territorial development and citizens empowering, includ-
ing use of information and communications technology (ICT) for improved spatial planning
and monitoring systems and possibly enhance data-driven provision of local public services,
with specific focus on Climate Change Adaptation and Mitigation.

1. Eco-innovation and Bio-economy: with a specific focus on green energy, eco-innovation and
the potential for bio-based economy/bio-technology, ideally defining a Strategy for Moldova.
This might also include integrated and participatory land use and spatial planning to support
informed decision making process, also taking in due consideration a gender dimension,

The enabling framework for Inclusive Green Economy, aimed by the Transformative Green Agenda, aims to
ensuring coherence between economic and environment policies across relevant areas such as the business
environment, finance and investments, employment. The Transformative Agenda will build in the existing
gaps between sectoral or national policies and strategies, and work beyond to specific projects’ pipeline, look-
ing at strategic interventions, linked to regulatory measures and financial incentives.

The Transformative Agenda will serve, among others, to:
- Improve institutional coordination on economic, business and environmental policies.
- Increase awareness and capacities of policy makers and stakeholders on inclusive green economy.
- Increase stakeholders participation in green economy policy development
- Facilitate the transition towards sustainable production and consumption models
- Facilitate the setup of pipeline of green and eco-innovative projects (some of which will be imple-
mented under the Output 3.2 below)

The Transformative Green Agenda for Moldova will create the umbrella for the several existing but yet scat-
tered initiatives and develop the framework for a successful transition towards a greener economic develop-
ment. Once in place, the enabling framework might allow also the introduction of further market-based incen-
tives for reducing pollution while simultaneously generating funds as well as targeting subsidies and/or incen-
tives for crowding in of private investments.

Output 2.2 Deployment of pilot green projects on energy and eco-innovation with the view of attract-
ing private investments

Innovation is an essential element of a green transition and business opportunity for the private sector to in-
crease their efficiency while reducing the environmental footprint. It is also underpinning the achievement of
key objectives of the European Green Deal, such as zero pollution and carbon neutrality. In Moldova the
energy sector has the greatest potential for mitigation policies, therefore implementation of sustainable energy
solutions in various sector of the economy provides an opportunity not to only reduce the GHG emissions but
to create sustainable partnerships empowered to deliver new energy technologies and systems. Waste is an-
other top ranking GHG emitter and also a major polluter along with the industrial processes but which at the
same time can generate new streams of secondary materials and new economic opportunities related to that.

The green energy and eco-innovative projects could be designed around the same pillars described under the
Output 3.1, by way of example:
Low-carbon energy technologies and systems: with specific focus on renewables and their poten-
tial to address the energy security and poverty while contributing to climate change mitigation.

Il. Circular economy: with specific focus on investing into redesigning of the current business models
and practices of production and consumption as well as supporting the emerging business oppor-
tunities that eco-innovation and circular economy has to offer to be more resource efficient, cleaner
and environment-friendly.
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1. Environmental monitoring, also by using digital technologies, with a view to increasing efficiency
and reducing pollution. As an example, the first pilot of the air quality monitoring stations will be
synergistic with the twinning described below.

The pipeline of projects delivered under the Output 3.1 will help preparing a number of green eco-innovative
projects aimed at delivering new and/or significantly improved solutions that optimizes the use of resource,
avoid or reduce environmental harmful emissions and minimise material and energy flow. The green and eco-
innovative projects will also support:

- adoption of leading-edge technologies in the key economic sectors to achieve a resource-efficient
growth;

- private sector embankment onto the green transformative agenda and leverage of private and public
funds channelled towards climate and environmental issues, making sure that a gender dimension is
properly represented in this process;

- stimulate demand, investment and awareness on eco-innovative approaches among public and private
sectors and of the environmental entrepreneurship with a specific focus on women-led businesses.

The green and eco-innovative projects will lay a foundation for further adoption of low-carbon, energy and
resource efficient practices and pave the way for further investments in a future Moldovan Green Deal.

Output 2.3 Increased capacity of public institutions in the implementation of legislation under the En-
vironment Chapter of the EU-MD Association Agreement (AA).

With regard to air quality and environmental legislation the necessary support will be provided to increase
the capacity of relevant stakeholders as well as contribute to put in operation the first automatic stations, de-

scribed under output 2.2 among the possible eco-innovative projects, as part of the network for monitoring
air quality.

3.6. Indicative Logical Framework Matrix

PROJECT MODALITY (3 levels of results / indicators / Source of Data / Assumptions - no activities
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Results Results chain (): Indicators (): Baselines Targets Sources of data
Main expected results (at least one indicator per | (valuesand | (values and
(maximum 10) expected result) years) years)
1.Global  Competitiveness Global Competive-
To contribute to resilient, | ranking of the Republic of ness Report of the
sustainable, and inclusive | Moldova World  Economic
economic development as | 2.Global  Competitiveness 86 (2019) 70 (2024) Forum
Impact well as pave the way to a | score of the Republic of Mol-
fully-fledged Green Deal | dova Report of the Re-
for the Republic of Moldova 56,7 (2019) | 61 (2024) public of
3.Carbon productivity 53 <3 Moldova under the
(tCO2eq per unit of GDP) tCOzeq/GDP thzeq/GDP UNFCCC
(2019) (2024)
1.1 GDP growth -7,2% (2020) | 3,6 %(2024)
1. Improved investment cli-
e e s
Outcome 1 mployabrity, . 1.2 Employment rate by sex | 37 % - | 40% - women | National Statistics
cive business environment
(%, 15+) women (2024)
for SMEs (2019)%

Assumptions

There is political will
to improve business
climate, implement
the AA/DCFTA and
continue support to
the SME sector
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24 https://statbank.statistica.md/PxWeb/pxweb/ro/30%20Statistica%20sociala/30%20Statistica%20sociala_ 03%20FM__ 03%20MUN2019 MUNO010/MUN110200.px/table/tableViewLay-
outl/?rxid=b2ff27d7-0096-43c9-934b-42e1a2a9a774
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2.1 Adoption of the National There is political will
2. Increased awareness and | Energy and Climate public NECP is in to embrace a green
capacity of the stakeholders | policy document No NECP lace (2024) | OECD transformative
to implement a Transform- (2021) P GGKP agenda for the Re-
ative Green Agenda also de- | 2.2 Number of high level pol- ?JbHC of Moldova
Outcome 2 livering key green, energy | icy events on the green 3(2024) P
and resource efficient and | agenda organised by key | 0(2021) Proiect reports Relevant line minis-
eco-innovative projects as | stakeholders J P tries and institutions
\_/vell as |mproved_mon|tqr— . . 30 mEUR are cooperative and
ing system for air quality | 2.3 Volume of investments in | 0(2021) (2024) open to support the
and the environment the green economy changes
1.1.1 Progress in the interna-
tionalisation dimension of | 2,74 (2020) | 3,00 (2024)
the SME policy index
1.1.2 Progress in the innova- | 2,99 (2020) | 3,3 (2024)
tion policy dimension of the
1.1 SMEs are supported in a | SME policy index
gender-sensitive way, in- 0(2020) 5 m EUR L
cluding to seize new oppor- | 1.1.3 Volume of grants pro- (2024) rSe'\rfl(l)Ert Policy index
Output 1 tunities in high growth po- | vided to SMEs, by sex of SME Relevant  national
tential areas such as agri- | owner 0(2020) 15mEUR
related to Out- . . SMEs support Pro-
come 1 c_ulture, |nQUstr|aI produc- _ (2024) grammes are in place
tion, greening of the econ- | 1.1.4 Volume of new invest-
omy and digital markets and | ments by SMEs supported Proiect reports
to have better access to fi- | with the EU grants, by sex of | 0(2020) 50% (2024) J P
nance SME owner
1.1.5 Share of grants benefi-
ciaries which seized new op-
portunities in high growth
potential areas, by sex of | 0(2020) 600 (2024)
SME owner 0(2020) 250(2024)
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1.1.6 Total number of SMEs

supported, by sex of SME | 0(2020) 200 (2024)
owner, out of which women-
led
3,61 (2020) | 4,00 (2024)
1.1.7 Number of SMEs which
went digital with EU support,
by sex of SMEs owner
1.1.9 Progress in the access
to finance dimension of the
SMEs policy index, by sex of
SMEs owner
NCTS com- | The NTS | DG TAXUD as- | Willingness of the
patible NTS | compatible sessment of Mol- | Customs service to
not available | with NCTS is | dova’s readiness to | implement the NCTS
(2020) implemented, | join the Convention | compatible NTS
1.2.1 National Transit Sys- tested and
I tem (NTS) compatible with positively as-
1.2 Trade facilitation ca- | o TS estalished sessed (2023-
pacities of the Moldovan o
Customs Service improved Feasibility 2024) .
Output 2 related | and preparatory work for stuo_ly n_ot I Project report .
to Outcome 1 the implementation of the available in FeaS|b|I|ty_ Customs Sgrwce col-
Customs  Single Window o 2020 study ave_ula- Iabor_ateswnh the TA
(SW) is supported _1.2.2 Fea3|b|_I|ty study on th_e ble by mid - provided
implementation of the SW is 2023

drafted
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1.3.1 Number of additional
laboratory testing methods at
National reference laborato-
ries validated/accredited
with EU support

ANSA National res-

Laboratory financial
and human resources

. . : .| 0(2020) 2 (2024) . o are increased accord-
Output 3 related 1.3' Natlonal_capacmes fo_r 1.3.2 Percentage increase in 0(2020) 2006 (2024) |due§ monitoring ingly to ensure test-
residues monitoring in agri- | test samples for selected res- plan; . ol
to Outcome 1 : . 0(2020) 50% (2024) ing capacities (esp.
food products increased idues ANSA/Laborato- :
. L 0(2020) >30 (2024) . for newly accredited
1.3.3 Time reduction in ob- ries Annual report methods. equioment
taining test results for se- focure d’) quip
lected residues P '
1.3.4 Number of laboratory
staff and inspectors trained
Output 1 related | 2.1 The necessary enabling | 2.1.1 Number of meetings for 0 (2021) 30 (2024) Project  Progress | Key stakeholders are
to Outcome 2 socio-economic framework | policy dialogue under the Reports open to receive
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for a Green transition with
the view of a green transi-
tion for Moldova is in place

Stakeholder Platforms sup-
ported by the project

2.1.2 Public policy document
on green policies (e.g. Draft
Strategy on Bio economy)
produced by stakeholders in
place

2.1.3 Institutional multilevel
coordination mechanism on
economic, business and envi-
ronmental policies estab-
lished with project support
and number of actors en-
gaged in these mechanisms
(disaggregated by sex)

2.1.4 Inclusive Green Econ-
omy policy instruments de-
veloped

2.1.5 Number of public offi-
cials, and other stakeholders
equipped with skills,
knowledge, and competen-
cies necessary for the green
transition, disaggregated by
sex

3 (2024)

12 (2024)

3 (2024)

100 (2024)

awareness and capac-
ity

There are no hidden
obstacles against in-
ter-institutional coro-
nations mechanisms

Output 2 related
to Outcome 2

.2 Deployment of pilot
green projects on energy
and eco-innovation with the
view of attracting private in-
vestments

2.2.1 Amount of additional
private investments attracted
on green and eco-innovative
projects

0

(2021)

1.000.000
EUR (2024)

5 (2024)

Project
Reports

Progress

Key stakeholders are
open to receive
awareness and capac-

ity
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2.2.2 Number of green and
eco-innovative projects

There are no hidden
obstacles against in-

launched ter-institutional coro-
4 (2024) nations mechanisms
2.2.3 Number of air quality
automatic monitoring sta-
tions in place
2.3 _I n_cregsed_ capacity of The Ministry for En-
public institutions in the im- . . .
Output 3 related | plementation of legislation 2'3.'1 Number of sta_keholdgrs 0 (2021) Project  Progress vironment Is commit-
: trained by the project , dis- 50 (2024) ted as well as the rel-
to Outcome 2 under the Environment Reports

Chapter of the EU-MD As-
sociation Agreement (AA)

aggregated by sex

evant local institu-

tions
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4. IMPLEMENTATION ARRANGEMENTS
4.1. Financing Agreement

In order to implement this action, it is envisaged to conclude a financing agreement with the Government of
the Republic of Moldova.

4.2. Indicative Implementation Period

The indicative operational implementation period of this action, during which the activities described in sec-
tion 3 will be carried out and the corresponding contracts and agreements implemented, is 72 months from the
date of entry into force of the financing agreement.

Extensions of the implementation period may be agreed by the Commission’s responsible authorising officer
by amending this Financing Decision and the relevant contracts and agreements.

4.3. Implementation Modalities

The Commission will ensure that the EU appropriate rules and procedures for providing financing to third
parties are respected, including review procedures, where appropriate, and compliance of the action with EU
restrictive measures?>.

4.3.1. Direct Management (Grants)

4.3.1.1 Grants: (direct management)

(a) Purpose of the grant(s)

The grant will contribute to the achievement of Specific Objective (Outcome) 1: Improved investment climate,
trade opportunities, employability and conducive business environment for SMEs and concretely of Output
1.1 - SMEs are supported in a gender-sensitive way, including to seize new opportunities in high growth
potential areas such as agriculture, industrial production, greening of the economy and digital markets and to
have better access to finance.

Grants may be awarded for the purpose of implementing activities contributing to the achievement of any of
the cross-cutting specific objectives. Such grants may be considered as complementing and integrating any of
the activities already under implementation under any of the components of the present action.

(b) Type of applicants targeted

Targeted applicant will be a public body with proven experience and sufficient operational capacities to im-
plement complex SMEs support Programmes.

(c) Justification of a direct grant

Under the responsibility of the Commission’s authorising officer responsible, the grant may be awarded with-
out a call for proposals to the Organisation for Small and Medium Enterprises Sector Development (ODIMM).

2 www.sanctionsmap.eu Please note that the sanctions map is an IT tool for identifying the sanctions regimes. The source of the sanctions stems
from legal acts published in the Official Journal (OJ). In case of discrepancy between the published legal acts and the updates on the website it is
the OJ version that prevails.
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The envisaged entity has been selected using the following criteria:
- the nature of the action
- operational capacity
- value added

Under the responsibility of the Commission’s authorising officer responsible, the recourse to an award of a
grant without a call for proposals is justified because of the beneficiary’s technical competence and speciali-
sation, in particular its unique experience in implementing national SMEs support programmes and excep-
tional operational capacities (cf. Financial Regulation 2018, art. 195(f)).

4.3.1.2 Twinnings (Direct management)
(a) Purpose of the Twinning(s)

The Twinning will contribute to the achievement of Specific Objective (Outcome) 2 - Increased awareness
and capacity of the stakeholders to implement a Transformative Green Agenda also delivering key green ,
energy and resource efficient and eco-innovative projects as well as improved monitoring system for air qual-
ity and the environment and concretely of Output 2.3 - Increased capacity of public institutions in the imple-
mentation of legislation under the Environment Chapter of the EU-MD Association Agreement.

(b) Type of applicants targeted
Applicants will be EU Member State administrations or their mandated bodies.

4.3.2. Direct Management (Procurement)

The procurement will contribute to the achievement of Specific Objective 1 - Improved investment climate,
trade opportunities, employability, and conducive business environment for SMEs and concretely of Output
1.2 Trade facilitation capacities of the Moldovan Customs service improved and preparatory work for the
implementation of the Customs Single Window (SW) is supported.

4.3.3. Indirect Management with Pillar Assessed entities?®

4.3.3.1 A part of this action will be implemented in indirect management with the international organisation
UNCTAD. This implementation entails the contribution to the achievement of Specific Objective (Outcome) 1
- Improved investment climate, trade opportunities, employability, and conducive business environment for
SMEs and concretely of Output 1.2 Trade facilitation capacities of the Moldovan Customs service improved
and preparatory work for the implementation of the Customs Single Window (SW) is supported.

The envisaged entity has been selected using the following criteria:
- the nature of the action which aims at achieving trade facilitation.
- operational capacity and experience required to implement the National Transit System software in
line with the New Computerized Transit System.
- value added in terms of large previous experience in the Republic of Moldova and record of excellent
collaboration with the Customs Service.

The United Nations Conference on Trade and Development (UNCTAD) has been selected because the organ-
isation meets the selection criteria. Output 1.2 will be achieved through the establishment of National Transit

%6 The signature of a contribution agreement with the chosen entity/ies is subject to the completion of the necessary pillar assessments
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System (NTS) compatible with the NCTS. The NTS must be able to function with the existing Customs man-
agement system — ASYCUDA World developed by UNCTAD. Recently it was upgraded with UNCTAD’s
support which is a proof of their capacity to deal with complex IT systems. The development of the new
system requires thorough knowledge of ASYCUDA World and full access to it, to which UNCTAD responds
ideally. Besides, UNCTAD is implementing practically the same project in Georgia. Experience gained with
it can provide a value added and namely shorter period of implementation and, potentially, lower costs. The
established very good working relations between UNCTAD experts and the Customs service of the Republic
of Moldova are an additional value added.

If negotiations with the above-mentioned entity fail, that part of this action may be implemented in direct
management in accordance with the implementation modalities identified in section 4.3.2.

4.3.3.2 A part of this action may be implemented in indirect management with an entity(ies), which will be
selected by the Commission’s services using the following criteria:

- proven knowledge and expertise in the agricultural area,

- operational and technical capacities required to efficiently deliver trainings and supplies,
- value added,

- transparency,

- absence of conflict of interest

The implementation by this(ese) entity(ies) entails strengthening the national capacities for residues monitor-
ing in agri-food products (Output 1.3) and also the achievement of Specific Objective (Outcome 1) Improved
investment climate, trade opportunities, employability and conducive business environment for SMEs.

The implementation entails provision of capacity building, training and coaching activities to local public
authorities and entrepreneurs, communication and sensitisation activities, accreditation of laboratory methods
and procurement of supplies.

If negotiations with the above-mentioned entity fail, that part of this action may be implemented in direct
management in accordance with the implementation modalities identified in section 4.3.2.

4.3.3.3 A part of this action may be implemented in indirect management with an entity(ies), which will be
selected by the Commission’s services using the following criteria:
- operational capacity, especially in terms of outreach and interacting with local stakeholders
- value added in terms of thematic expertise on circular economy, climate change adaptation and miti-
gation and low-carbon eco-innovation

The implementation by this(ese) entity(ies) entails improving the necessary enabling socio-economic frame-
work for a Green transition with the view of a Green Deal for Moldova (Output 2.1) and the deployment of
pilot green projects on energy and eco-innovation with the view of attracting private investments(Output 2.2).
It will also contribute to the achievement of Specific Objective (Outcome 2) Increased awareness and capacity
of the stakeholders to implement a Transformative Green Agenda also delivering key green, energy and re-
source efficient and eco-innovative projects as well as improved monitoring system for air quality and the
environment.
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4.3.4. Changes from indirect to direct management (and vice versa) mode due to exceptional

circumstances (one alternative second option)

The preferred implementation modality under section 4.3.3.1 and 4.3.3.2 is indirect management with inter-
national organisations. In the event that no agreement can be reached with the related international organisa-

tion, direct management (procurement) will be used as per section 4.3.2

4.4. Scope of geographical eligibility for procurement and grants

The geographical eligibility in terms of place of establishment for participating in procurement and grant
award procedures and in terms of origin of supplies purchased as established in the basic act and set out in the
relevant contractual documents shall apply subject to the following provisions.

The Commission’s authorising officer responsible may extend the geographical eligibility on the basis of ur-
gency or of unavailability of services in the markets of the countries or territories concerned, or in other duly
substantiated cases where application of the eligibility rules would make the realisation of this action impos-
sible or exceedingly difficult (Article 28(10) NDICI-Global Europe Regulation).

4.5. Indicative Budget

Indicative budget components

EU contribution (amount in EUR)

Output 1.1 — Support for SMEs, composed of

Audit — section 5.3

Grants (direct management) - section 4.3.1.1 N/A
Output 1.2 - Trade facilitation, composed of

Procurement — section 4.3.2 N/A
Indirect management with UNCTAD - section 4.3.3.1 1200 000
Output 1.3 - National capacities for residues monitoring in agri-

food products, composed of

Indirect management with an international organisation - section 1 500 000
4.3.3.2

Output 2.1 - Socio-economic framework for a green transition,

composed of

Indirect management with an entrusted entity — section 4.3.3.4 3000 000
Output 2.2 - Deployment of pilot green projects on energy and

eco-innovation, composed of

Indirect management with an entrusted entity — section 4.3.3.4 7 000 000
Output 2.3 — Air quality and environment, composed of

Grants (direct management) — cf. section 4.3.1.2 N/A
Total grants — section 4.3.1 12 000 000
Total procurement — section 4.3.2 200 000
Evaluation — section 5.2 100 000
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Communication and visibility — section 6 N/A

Totals 25 000 000

4.6. Organisational Set-up and Responsibilities

The Delegation of the European Union to the Republic of Moldova, represented by the relevant programme
officers from the Delegation’s Cooperation section, will be responsible for supervising the implementation of
the projects.

The implementing entities will be responsible for the day-to-day management of the projects and mobilisation
of all needed resources. The implementing entities will assist the project beneficiaries in establishing the Pro-
ject Steering Committees to guide the project implementation. The Project Steering Committees will oversee
and validate the overall direction and policy of the project (or other responsibilities to be specified). The
implementing entity will report regularly to the Project Steering Committee, which will review the project
progress and give guidance on key issues. The Project Steering Committees shall meet on a regular basis,
indicatively once or twice a year. Ad-hoc meetings can be convened in case of need. The Project Steering
Committee shall be made up of representatives of key stakeholders. As part of its prerogative of budget im-
plementation and to safeguard the financial interests of the Union, the EU Delegation may participate in the
above governance structures set up for governing the implementation of the action.

As part of its prerogative of budget implementation and to safeguard the financial interests of the Union, the
Commission may participate in the above governance structures set up for governing the implementation of
the action.

5. PERFORMANCE MEASUREMENT
5.1. Monitoring and Reporting

The day-to-day technical and financial monitoring of the implementation of this action will be a continuous
process, and part of the implementing partner’s responsibilities. To this aim, the implementing partner shall
establish a permanent internal, technical and financial monitoring system for the action and elaborate regular
progress reports (not less than annual) and final reports. Every report shall provide an accurate account of
implementation of the action, difficulties encountered, changes introduced, as well as the degree of achieve-
ment of its results (Outputs and direct Outcomes) as measured by corresponding indicators, sex-disaggregated
as relevant, using as reference the logframe matrix.

The Commission may undertake additional project monitoring visits both through its own staff and through
independent consultants recruited directly by the Commission for independent monitoring reviews (or re-
cruited by the responsible agent contracted by the Commission for implementing such reviews).

Roles and responsibilities for data collection, analysis and monitoring:

- Baselines setting: Baselines, targets and sources of data have been defined in the logframe. These will
be reconfirmed or amended if necessary at the time of the contracting. If needed, additional studies
will be commissioned.

- Data collection and reporting: Data collection and reporting will be under the responsibility of the
implementing partners.

- Monitoring & Evaluation (M&E) Capacities: M&E capacities of the partner country are strengthened
through a dedicated intervention. While this action doesn’t foresee specific support on M&E, it will
certainly require active involvement of the country M&E system.

- Active and meaningful participation of stakeholders: This action has been designed based on consul-
tations with a large group of stakeholders, including the Government, the business sector and the civil
society. It is in line with many of the priorities identified as a result of the consultation and with Gov-
ernment strategies and programmes. Its successful implementation will be meaningful contribution to
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a resilient, sustainable and inclusive economic development of the Republic of Moldova. It will also
pave the way to a fully-fledged green transition. It is thus expected that a large number of stakeholders
will benefit from it and will be actively supporting it. Due care will be taken to raise awareness about
the action and its benefits to ensure active stakeholders’ participation.

5.2. Evaluation

Having regard to the importance of the action, a mid-term and final evaluation(s) will be carried out for this
action or its components via independent consultants contracted by the Commission.

The mid-term evaluation will be carried out for problem solving, learning purposes, in particular with respect
to the level of achievement of the outcomes.

The final evaluation will be carried out for accountability and learning purposes at various levels (including
for policy revision), taking into account in particular the fact that follow up actions may be launched under
some of the priorities.

The Commission shall inform the implementing partner at least 30 days in advance of the dates envisaged for
the evaluation missions. The implementing partner shall collaborate efficiently and effectively with the eval-
uation experts, and inter alia provide them with all necessary information and documentation, as well as access
to the project premises and activities.

The evaluation reports shall be shared with the partner country and other key stakeholders following the best
practice of evaluation dissemination The implementing partner and the Commission shall analyse the conclu-
sions and recommendations of the evaluations and, where appropriate, in agreement with the partner country,
jointly decide on the follow-up actions to be taken and any adjustments necessary, including, if indicated, the
reorientation of the project.

Evaluation services may be contracted under a framework contract.

5.3. Audit and Verifications

Without prejudice to the obligations applicable to contracts concluded for the implementation of this action,
the Commission may, on the basis of a risk assessment, contract independent audit or verification assignments
for one or several contracts or agreements.

6. COMMUNICATION AND VISIBILITY

Communication and visibility is a contractual obligation for all entities implementing EU-funded external
actions to advertise the European Union’s support for their work to the relevant audiences.

To that end they must comply with the instructions given in the Communication and Visibility Requirements
of 2018 (as updated by the communication and visibility requirements in force under the current programming
period 2021 - 2027), notably with regard to the use of the EU emblem and the elaboration of a dedicated
communication and visibility plan, to be completed for every action at the start of implementation.

These obligations apply equally, regardless of whether the actions concerned are implemented by the Com-
mission, the partner country (for instance, concerning the reforms supported through budget support), con-
tractors, grant beneficiaries or entrusted entities. In each case, a reference to the relevant contractual obliga-
tions must be included in the respective financing agreement, procurement and grant contracts, and delegation
agreements.

Communication and visibility measures may be funded from the amounts allocated to the action. For the
purpose of enhancing the visibility of the EU and its contribution to this action, the Commission may sign or
enter into joint declarations or statements, as part of its prerogative of budget implementation and to safeguard
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the financial interests of the Union. Visibility and communication measures should also promote transparency
and accountability on the use of funds.

Effectiveness of communication activities on awareness about the action and its objectives as well as on EU
funding of the action should be measured.

Implementing partners shall keep the Commission and concerned EU Delegation/Office fully informed of the
planning and implementation of specific visibility and communication activities before work starts. Imple-
menting partners will ensure adequate visibility of EU financing and will report on visibility and communica-
tion actions as well as the results of the overall action to the relevant monitoring committees.
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