Docusign Envelope ID: C9944277-0D69-47B2-B747-F695385C1162

UNITED NATIONS DEVELOPMENT PROGRAMME

PROJECT DOCUMENT
Republic of Moldova

Project Title: Resilient, Inclusive Markets in Moldova (PRIM), 2"d phase
Project Number: 01004263

Implementing Partner: UNDP Moldova

Start Date: 01 May 2025 End Date: 30 April 2029

PAC Meeting date: 16 December 2024

Brief Description

Moldova has experienced sustained economic growth over the past two decades, making significant strides
in poverty reduction. This progress has been largely driven by a growth model centered around remittance-
fuelled consumption, which has delivered relatively high growth rates and improved living standards.
However, recent global challenges, including the pandemic, the energy crisis, and the humanitarian impact
of the war in Ukraine, have highlighted areas where Moldova's economy can further strengthen its
resilience. As a small, energy-dependent, landlocked country with strong ties to both, West and East,
Moldova is now presented with an opportunity to adapt and diversify its economy, ensuring sustainable
growth and diversified economic future.

UNDP-SDC previous and ongoing efforts to harness the positive impact of migration and engage migrants
in local socio-economic development, have successfully a well-functioning model delivering results, which
created a supportive environment for further progress. Through the piloting of local economic developments
models and partnerships, a strong foundation has been laid for expanding these efforts. In 2023-2024
UNDP Moldova successfully implemented the first phase of Resilient and Inclusive Markets in Moldova
(PRIM) Project which led to measurable progress in advancing the local economic development agenda in
three micro-regions, setting the stage for continued growth and resilience.

The first phase aimed to establish and strengthen specialized economic systems at the territorial level,
focusing on enhancing competitiveness and generating, improving, and retaining jobs. To achieve this, the
project conceptualized an innovative micro-cluster development approach piloted in three key sectors: rural
tourism, horticulture, and livestock. These micro-clusters were aligned with Moldova's economic priorities
and designed to build “forward-looking” productive capacities improving their competitive positioning on
both national and international markets.

The project has achieved significant positive outcomes, improved the quality of life and increased resilience
and social cohesion in the three selected (micro)-regions. Key factors contributing to these outcomes
include enhanced productivity and revenue generation, increased competitiveness and resilience of the
local economies, and successful retention of human capital at both local and (micro)-regional levels. More
specifically, the results of the first phase of the project are:

e Enhanced and inclusive economic development, with over 55 companies in three key micro-
regions, of which 40 projected to achieve by end-2024 a cumulative turnover increase of more than
35%, positively impacting the creation, retention or improvement of over 360 jobs, significantly
boosting regional economic stability and resilience to external shocks, including the war in Ukraine.
In addition, 300 jobs were created, retained or improved at the local level via support skills matching
programme targeting individuals and businesses, including returned migrants in the 3 value chains.

e improved productivity and competitiveness across three value chains, due to improved efficiency
of business processes (enhanced business operations, marketing, and sales through integrated
digital transformation solutions for over 55 SMESs);

e greater community engagement and participation due to strengthened collaboration among 25
communities, 24 local governments, and over 90 private sector actors, thus fostering a more
inclusive and participatory regional development environment;

e greater regional attractiveness due to the clearly defined economic profiles of the three micro-
regions, enhancing their appeal to potential investors, tourists, and other stakeholders, and
elevating their prominence on the regional and national stage.

To facilitate the business and investment climate, five packages of legislative changes (deregulation
packages) were submitted for approval by the Economic Council under the Prime Minister, supported by
the PRIM project. As result, system changes were produced which are expected to facilitate the business
operating environment, benefiting the regions as well where project is working. According to experts'
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estimates, the promoted legal changes are expected to generate benefits for the business community worth
of at least 854 million lei annually.

Going further, the proposed second phase of the project (2025 — 2029) draws upon the results and lessons
learnt of the first phase (2023-2024), with the strategic goal to enhance the national inclusive,
competitive, sustainable and resilient economic development, and promote equal access to decent
work at the local and (micro)-regional levels. This is to be achieved by improving regulatory
frameworks and business support services, as well as leveraging enhanced multi-stakeholder
business cooperation, targeting local population and returning migrants and refugees. The Project
targets two interrelated Outcomes.

As part of Outcome 1, policy and legal frameworks will be strengthened to create an enabling
environment that fosters inclusive and sustainable economic growth, SMEs development, decent
employment and a vocational education system that responds to the needs of the labour market.

The Outcome 2 envisions that Moldovan economic actor, including small farmers are able to keep or
enhance their production despite various shocks, including the consequences of the war in Ukraine or of
climate change. The Project is designed in a holistic and innovative manner, aiming to leveraging the impact
of national policies at local level, as well as scale up the results of the efforts from the local to the micro-
regional level. It focuses on enhancing the SMART specialization of the selected micro-clusters,
developing their value chains, attracting investment and creating, sustaining or improving jobs at the local
level. The Project is intended to sustain and further amplify the results of previous SDC-supported projects
implemented by UNDP.

Contributing to UNDP CPD and UNSCDF 2023-2027:
Outcome 3: By 2027, all people of Moldova, especially the most Total
vulnerable, benefit from inclusive, competitive and sustainable resources 38,621,334 USD
economic development and equal access to decent work and required:
productive employment. Total UNDP 34,181,33
Indicative Outputs with gender marker: resources | CPD: 4 USD
Output 1.1 (marker: GEN2); allocated: | o, 6,;14[1)0,000
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1 Development Challenge

Moldova’s challenging transition to a market-based and inclusive economic growth has yielded
mixed results. On the positive side, the incidence of poverty dropped significantly from over 70% in
the late 1990s to around 24.5% in 2021'. The economy has rebounded from the severe recession
of the 1990s, when the GDP contracted by an average of - 6.8% annually, to an average growth
rate of 3.75% between 2000 and 2023. Moldova'’s per capita income rose steadily from USD 373 in
1993 to USD 6,6507 in 2022, leading the country to transition from the World Bank’s low-income
category to the lower-middle-income group. Additionally, Moldova has improved its Human
Development Index to 0.763 in 2022, ranking 86 out of 189 countries (compared to 0.7 in 2017). In
2023, Moldova achieved the status of an EU candidate country, with accession negotiations
beginning on 25 June 2024.

On the other hand, despite notable progress, Moldova continues to face a host of development
challenges. Persistent vulnerabilities and incomplete structural and institutional reforms have
resulted in volatile and jobless economic growth that is increasingly concentrated in urban areas.
The number of wage earners in the economy has dropped dramatically, from about 1.2 million
persons?® in 1997 to just 0.7 million in 2021, with little change since*. In 2022, Moldova’s GDP
contracted by approximately 5% due to the war in Ukraine and a severe drought, with a slight
improvement in 2023 of 0.7%, and the Ministry for Digitalization and Economic Development
projects only modest growth of around 2.5%? for 2024. Furthermore, the impact of poverty reduction
gains achieved between 2010 and 2021 was to a large extend lowered due to declining incomes
and rising inflation in 2022-2023, with the poverty rate increasing from 24.5% in 2021 to 31.6% in
2023, mainly due to the energy poverty.

Official statistical data on territorial distribution of jobs and wages reveal a striking concentration of
economic activity in Moldova’s to main urban areas — Chisinau and Balti. In the early 2000’s, these
cities generated around 40% of the country’s GDP; by 2021, their combined contribution had risen
to approximately 70%, with Chisinau municipality alone accounting for roughly 60% of the national
GDP. This geographically uneven growth underscores the disparities in both economic opportunities
and outcomes. When the HDI is adjusted for income inequality, it drops to 0.672, a loss of 10.4%
due to unequal distribution of wealth and resources.

As a result, rural-to-urban migration and outmigration, particularly among the youth, have become
dominant demographic trends in Moldova. While migration offers individuals an escape route from
the lack of decent jobs and economic opportunities in their home communities, it simultaneously
erodes the human capital of those left behind, diminishes the labour supply, and undermines the
overall competitiveness of these areas. The number of Moldovans working permanently abroad is
estimated at around 850 thousand. This high net migration rate, coupled with a declining fertility
rate, has caused the population with usual residence to shrink from 2.9 million in 2014 to 2.4 million
in 2024¢. This equates to a net outflow of roughly 100 people per day’, making Moldova one of the
countries with the highest emigration rates globally, further complicating economic recovery efforts.

If current trends continue, Moldova is could lose up to one-fifth of its population by 2050, with the
remaining population aging significantly — those aged 65 and older already constitute 16% of the
population and are projected to comprise about 25-30% by 2050. Although migration has led to an
influx of remittances, among the largest in Europe in relative terms, these resources offer only short-
term relief and cannot sustain long-term growthe. A side-effect of this migration and the resulting
dependence on remittances is an employment rate that has fallen to internationally low levels (40%
in 2019 compared to the EU average of 53%). Although the employment has slightly increased to

1 Measured against the national poverty lines. The figures are not directly comparable due to significant methodological
changes adopted by the National Bureau of Statistics in measuring poverty indicators and underlying population.

2 Expressed in current US dollars. Source: https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=MD

3 Statistical Yearbook of the Republic of Moldova 1996, Department of Statistics of the Republic of Moldova, Chisinau,
1997.

4 Statistical Yearbook of the Republic of Moldova 2021, National Bureau of Statistics of the Republic of Moldova, 2022.
5 https://mded.gov.md/indicatori-economici/prognozare-macro-economica/.

6 Statistical Databank of the National Bureau of Statistics of the Republic of Moldova accessed 18 of May 2022.

7 National Bureau of Statistics/ https://statistica.gov.md/newsview.php?l=ro&id=6695&idc=168.

8 World Bank, Moldova Country Economic Memorandum, 2019.
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an average of 43% in 2023, it remains very low compared to regional standards. Low employment
rates are closely tied to the high incidence of youth, women, or seniors remaining out of the labour
force. Nearly one-quarter of the Moldovan youth aged 15-29 years are classified as NEET (Not in
Education, Employment, or Training)®, a phenomenon particularly pronounced among rural women
in this age group.

A major driver of outward migration and the reluctance to return is the lack of sufficient domestic
economic opportunities, particularly in small and peripheral rural communities and towns. This
underscores the strong link between migration and development at the local and regional level.
Despite efforts to leverage remittances — which amounted to $1.5 billion in net terms in 2023,
representing 9% of GDP, compared to 14% in 2019 — these initiatives have been limited in scale
and effectiveness.

However, the human and financial capital accumulated by Moldovan citizens abroad holds
significant development potential that could substantially benefit their communities of origin — if these
migrants choose to return and invest their life-long savings back home.

The series of crises that Moldova has faced since 2019 — including economic and public-health
challenges posed by the COVID-19 pandemic, the surge in energy and food prices, drought, and
the economic and humanitarian fallout from the war in Ukraine — has exacerbated the country’s
vulnerabilities as it is struggles to modernize its economy and secure more profitable niches for its
goods and services in the Western markets. Research shows that other the past two decades,
Moldova’s economic growth potential has been declining. The initial drivers of growth — such as the
reallocation of resources to labour-intensive but low-productive sectors, cost advantages, existing
productive capacities and market-seeking foreign investment — are losing momentum?2,

The development challenges become particularly intricate when transitioning from national to
regional and local levels. Despite significant progress in stabilizing the macroeconomic situation and
improving the business environment, the capacity of LPAs to promote regional and local economic
development still requires substantial strengthening and adaptation to the current new context. This
necessitates systemic support from the Moldovan Government and development partners to
develop and scale up functional LED models and to foster more proactive engagement by local
stakeholders.

The challenges encountered by LPAs are evident in the fact that locally derived budgetary revenues
from 2016 to 2023 accounted for only 28% of total local budgetary revenues, with the remaining
72% coming from Government transfers. Due to these persistent public sector constraints, private
actors, particularly SMEs, must take on more significant roles in driving local economic development,
including through clusters, local action groups, cooperatives or other forms of collective actions.

The war in Ukraine has escalated long-term risks for the country, making investors more cautious
about the prospects of their investments in Moldova. As a result, retaining existing investments and
consolidating current value chains have become almost as challenging as attracting new projects.
At the same time, the war in Ukraine has caused significant disruptions to many regional supply
chains and export channels. Overcoming these disruptions will require substantial coordinated
efforts at both national and local levels. This challenge is especially dauting for rural employers who
are structurally dependent on the Russian market, such as apple and plum producers. Despite these
difficulties, there are some optimistic trends regarding the diversification and reorientation of trade
flows. For example, in 2023, more than 80% of the Moldova plums were exported to EU markets,
highlighting a shift towards more stable and profitable trade partnerships.

UNDP-SDC past and ongoing efforts to harness the positive impact of migration and actively engage
migrants in local socio-economic development, alongside the design and piloting of local economic
developments models and partnerships, have created a favourable environment for expanding and
elevating this work. Despite domestic economic difficulties and recurring external shocks, Moldova
retains several key advantages that can be leveraged to accelerate growth, extend its reach, and
make it socially equitable and inclusive. These advantages include its geographic location, rich
agricultural resources, trade integration with the EU, emerging local and regional specializations,
specific competences, an increasingly active Moldovan diaspora, more accessible and effective

9 ILO/ Labour market transitions of young women and men in the Republic of Moldova/ 2016.
10 United Nations Economic Commission for Europe, “Innovation for Sustainable Development: Review of Moldova”, UN,
Geneva, 2021.
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digital technologies and solutions, and a growing number of skilled returning migrants. When
effectively utilized, these factors can help reduce socioeconomic disparities in Moldova’s less
privileged communities and regions.

The role of the SMEs is vital from many perspectives. Unlike many of its Central and Eastern
European peers, Moldova’s SMEs account for an unusually high share in both value-added and
employment. In the rural areas, where economic, social, and geographic condition differ significantly
and large employers, such as collective agricultural organizations have dissolved, SMEs often
represent the only viable means for reducing poverty sustainably and promoting economic inclusion
of vulnerable groups.

However, the development of SMEs, particularly of those in remote rural and semi-urban areas,
faces significant challenges. Key constraints include limited access to essential production inputs
like finance, labour, knowledge, and technology, as well as difficulties in finding profitable market
niches, inadequate cooperation within broader clusters, and a lack of product and supplier
diversification. These challenges lead to low productivity, insufficient innovation, high economic
vulnerability, and jobs fragility. Business demographic data highlights issues starkly, with the two-
year survival rate of SMEs in more peripheral regions standing at around 36%, compared to 44%
nationwide.

Since the bank crisis of 2013-2015, the Republic of Moldova has made some progress in creating a
more favourable business environment for SMEs. Notable progress includes the reduction of
burdensome regulations, the implementation of regulatory impact assessments, and the provision
of business development services tailored to SMEs?2. Reforms have also strengthened the policy
framework for entrepreneurial learning, provided startup support for young entrepreneurs, expanded
the credit guarantee scheme, and broadened e-government services. In 2023, the Ministry of
Economic Development and Digitalization launched a comprehensive effort to digitalize business
processes within key public institutions that interact with SMESs, which is expected to lead to greater
efficiency and reduced time in public-private interactions.

Despite these advancements, the impact on Moldova’s peripheral regions has been minimal. At the
policy level, Moldova still needs to accelerate efforts to create a level playing field for SMEs by
enhancing competition policy and ensuring a fully transparent, independent, and trustable judiciary.
At the community and firm level, significant work remains in promoting and assimilating
entrepreneurial learning, particularly in meeting the specific skills needs of SMEs, fostering
cooperation and leveraging existing and potential local and regional supply chains. The low degree
of internationalization among Moldovan SMEs continues to be a long-term challenge, limiting their
access to more stable and profitable global markets. More attention must be given to capitalizing on
the opportunities presented by Moldova’s status as EU accession negotiations. Additionally,
Moldova should further support SMEs innovation activities, their transition to a green economy, and
their technological upgrades.

The war in Ukraine and the resulting market access challenges serve as both a warning and a
catalyst for consolidating value chains. One promising area for action is the consolidation and
diversification of value and supply chains at the community and micro-regional levels. SMEs operate
within broader networks of suppliers, competitors, trade schools, local authorities, and other
stakeholders. These networks often extend beyond individual communities to encompass wider
geographical areas, or micro-regions. These micro-regions, typically comprising several
economically interlinked communities with shared resources, geographic particularities, and cultural
ties, offer fertile ground for enhancing economic resilience. SMEs within these micro-regions,
despite playing diverse and sometimes competing roles, have a shared interest in bolstering the
economic resilience of their region. This shared interest presents a promising for UNDP Moldova to
continue supporting long-term, job creating economic growth on Moldovan communities.

Gender context analysis

In Moldova, fewer women take part in the workforce compared to men. In 2022, about 46% of men
were working or looking for work, while only 38% of women were doing the same. The gap is even
bigger for young women who have small children, many of whom stay home to take care of their

11 Based on the National Bureau of Statistics of the Republic of Moldova, “Business demography in 2020”, 22 of
December 2021.

12 OECD, “SME Policy Index: Eastern Partner Countries 2020: Assessing the implementation of the Small Business Act
for Europe”, 2021.
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families. In 2021, 22% of women were not working because of family duties, compared to just 1.2%
of men. For young people aged 15 to 24, about 20% of women were not working, studying, or
training, compared to 14% of young men. This happens even though women usually have higher
education than men.

One important reason why fewer women work is the lack of good childcare options. Only 15% of
children under 3 years old go to early education programs. While the number of kindergartens has
grown — from 1,382 in 2010 to 1,485 in 2020 — public childcare is only offered starting from age 2.
For younger children, there are almost no formal services, and private options like nannies are not
well documented.

When it comes to business, only one out of three entrepreneurs in Moldova is a woman. Just 7.5%
of businesses that sell goods or services abroad are led by women. More women than men run very
small businesses (90% of women compared to 82% of men), but fewer women own small or
medium-sized companies. Businesses owned by women also tend to earn less — they make 2.6
times less profit, half the revenue, and are 17.5% less productive than those owned by men. These
businesses also have a harder time surviving long-term.

Women in business say they face many problems, including not being able to get loans easily, too
much paperwork and taxes, trouble finding skilled workers, slow use of nhew technology, weak skills
in online sales and marketing, and not knowing how to enter foreign markets.

There is also a big difference in how much men and women are paid. In some regions — such as
Chisinau, Leova, Rezina, Drochia, and Donduseni — women earn 10% to 20% less than men. In
other regions — like Calarasi, laloveni, Nisporeni, Gagauzia, and Soroca — the difference is smaller
or doesn't exist. A law was passed in 2022 to fix this problem, but it is still hard to make sure everyone
gets equal pay for equal work.
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2 Strategy

2.1. Context

Project’s intervention strategy and Theory of Change are fully aligned with the principles of the
results-based management cycle (RBMC) adopted by UNDP. The RBMC builds on local context,
resources and knowledge. By relying on thorough situational analysis, the RBMC approach
prioritizes development interventions in strategically most logical way. Nonetheless, RBCM requires
strategy being blended with certain flexibility in implementation.

The new phase of the project reflects the decade-long strategic partnership between UNDP Moldova
with the Swiss Government. This initiative aims to build on and enhance sustainability of results from
their previous efforts, adapting them to new political and socio-economic developments. By
promoting relevant national policies to improve the business climate and create, retain and improve
jobs, including green jobs, supporting community-driven innovations, and ensuring the engagement
of all relevant stakeholders in designing and implementing local and micro-regional development
solutions, the project will contribute to building more responsive institutions, a more inclusive
economy, and more resilient communities.

The project adopts a holistic and innovative approach aiming to expand its geographic scope from
the initial three micro-regional clusters from the first phase to six clusters, by adding three micro-
clusters. The project will further enhance the SMART specialization of both the existing and new
micro-clusters, advancing their development along value chains. The focus with three new micro-
clusters will be on their institutionalization and technological advancement along the value-chain
and strengthen the connection and cooperation within cluster and throughout the length of the value-
chain. The existing micro-cluster will concentrate their efforts on enhancing the value chain and
capitalize on the investments received in previous stage, innovate and increase the revenue of the
cluster and its members. Additionally, the existing cluster may increase their geographical area to
become more competitive and productive. This way, the project will sustain, further multiply and
improve the results of the first phase. Between 2025-2029, the project will continue to build the
capacities of relevant local, regional and national stakeholders, directing resources to overcome the
most pressing constraints to local economic development (LED) and catalysing processes that have
a systemic impact. Simultaneously, the PRIM project will further scale up its successfully tested
innovative approaches, with a strong emphasis on creating sustainable and productive jobs and
fostering of more vibrant SMEs, with increased access to finance, as well as the development of
local and regional economies and markets.

The project is expected to achieve several key results at policy level that will drive economic growth
and improve employment opportunities at the local level, including for refugees. System policy
changes will be supported through enhancing the regulatory framework, leading to the improvement
of the business environment, creating a level playing field for the SMEs development. Additionally,
by adapting public finance programmes to support cluster-based initiatives, the project will improve
access to finance, ensure the financial sustainability of this collaborative and innovation type of
business association, driving long-term economic development. Institutional strengthening of the
National Employment Agency, including fortifying the cooperation with international labour networks
will further enhance job-matching services and increase labour mobility across borders, benefiting
both job seekers and employers. Access to employment information will be facilitated in the targeted
regions and employability of refugees — enhanced. Between 2025-2029, the project will continue to
promote integrated approaches to inclusive and sustainable local economic development and
employment creation. In cooperation with FAO and SDC, the project will target both local residents,
as well as returning migrants and refugees. UNDP Moldova will further advance successful LED
interventions tested at (micro)-regional level, while simultaneously enhancing revenue generation,
strengthening business support services and improving value chains to boost the competitiveness
of the local economy, retain human capital, and facilitate local socio-economic development.
Reflecting the synergy of UNDP-FAO interventions, at least one of the forthcoming micro-regional
clusters is expected to focus on either the livestock sector or vegetables growing sector.

Due to the ongoing war in Ukraine and uncertain post-conflict prospects, the regional security
environment is likely to remain turbulent, even under the most optimistic mid-term scenarios. With
refugees’ inflows expected to continue, though at reduced rates compared to 2022, the project will
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continue to make a valuable contribution to the triple humanitarian-development-peace nexus at the
local and regional levels.

The results of the PRIM Project in phase one prove valid the projects’s Theory of Change and

remains relevant for the Project continuation during 2025-2029. Based on the integrated approach

to the LED process and on the key role SMEs and quality jobs play in this process, the overall Theory

of Change underlying the Project during 2025-2029 postulates that:

if

= regulatory and institutional frameworks are further strengthened to foster inclusive and
sustainable economic growth in selected key economic sectors nationwide and in the targeted
micro-regions;

= thereis an enabling environment positively influencing the SMEs development and their capacity
to create, retain and improve jobs, streamlined and adapted to the needs of local and regional
actors; and

= the development of local and regional value chains and regional specialization is supported with
financial means adequately blending grant-support with intrinsic motivations and own resources
of local and regional stakeholders; and

= Jocal labour force in selected value chains is available and has developed the required skills;
and

* Jocal and regional public authorities have the SKATE® to create a favourable ecosystem for
sustainable economic opportunities through inter-community cooperation;

then

= national, regional and local socio-economic development, particularly targeting selected key
economic sectors, will be enhanced through more resilient institutions and more efficient,
competitive and inclusive local markets and communities; and

» the local and regional fragilities'* will be addressed though more solid economic structures and
enhanced regional cooperation frameworks promoting innovative approaches; and

= |ocal population, as well as returning migrants and refugees, will have access to more decent
jobs and income generating opportunities in target regions and local communities.

because

= central authorities, with increased capacities to design and implement adequate policies, will
enhance the business climate and foster job creation, retention or improvement, leading to a
more conducive environment for sustainable economic growth and employment opportunities;
and

= communities, both individually and as part of micro-regions, will be able to attract an increased
number of investments and preserve and develop their human capital; and

= private sector representatives and jobseekers, including migrants and refugees, will benefit from
enhanced business support and income-generating opportunities at the local and regional level.

2.2.Lessons learnt

Relevant lessons for the second phase of the PRIM Project are derived not only from its first phase,
but also from previous UNDP-Swiss interventions, as well as other UNDP projects, focused on
integrated and inclusive local economic development in Moldova. Since 2015, within the framework
of the Swiss-funded “Migration and Local Development” (MiDL) Project, UNDP Moldova has
successfully conceptualized, piloted, and expanded innovative models for proactively engaging
migrants in the development of their native communities. This has significantly contributed to the
socio-economic development of the Republic of Moldova, as well as to the post-COVID recovery.

A key lesson from the MIDL phases is that interventions in local economic development often require
approaches and tools with impact and scope that extend beyond the boundaries of individual
communities. Many local SMEs serve markets covering a few of adjacent communities, and labour
is drawn from an increasing geographic area. With advancements in telecommunications and
transport infrastructure, the operating area of the SMEs likely to expand, a factor that should be

13 SKATE - Skills, Knowledge, Attitude, Training and Experience

14 In the context of this concept, the term “fragility” is used as delineated by the OECD in its States of Fragility Report
(2020), available at: https://www.oecd.org/dac/states-of-fragility-fa5a6770-en.htm, specifically: “the combination of
exposure to risk and insufficient coping capacity of the state, systems and/or communities to manage, absorb or mitigate
those risks”.
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considered in local development policies and projects. This lesson has been internalized and
effectively implemented in the first phase of the PRIM project, which itself also offers valuable
insights. It demonstrated significant interest from Moldovan communities and private sector in the
micro-regional clustering approach. This interest was evident from the 33 initial proposals received
during the micro-region selection process, which involved approximately 400 private sector
representatives from 220 local communities and 27 districts, encompassing an estimated population
of over 800,000 people. Although the Project did not have the resources to fully address this demand
in its first phase, the strong interest highlights the need for scaling up the approach and program.

The first phase of the project also highlighted the critical importance of objective value chain
assessment, which are essential for defining interventions and capacity building efforts based on
empirical evidence. By analysing and decomposing value chain(s), local stakeholders gain a clearer
understanding of their own strengths and weaknesses, as well as the potential impacts of
cooperation opportunities and partnerships. This process empowers them to make more informed
decisions and strategically address their challenges and opportunities.

One of the key insights from the first phase of the PRIM project is the importance of balancing
flexibility with objective eligibility criteria when selecting clusters, value-chains, communities, and
micro-regions should strike the right balance between flexibility and objective eligibility criteria. This
approach ensures that the project can effectively respond to rapidly changing economic, financial,
humanitarian, and security conditions while maintaining even geographic representation across
selected regions. By adopting this strategy, the project can efficiently add three new micro-clusters
to the existing three. The clusters selected in the first project phase - Cimislia-Basarabeasca focused
on sheep and goats raising, Criuleni-Dubasari - on rural tourism and Nisporeni-Ungheni-Hancesti-
Straseni - on medical plants - will be receive support at a more advanced level, while the new
clusters will largely follow a similar approach to that used in the first phase. These new micro-clusters
are expected to focus on relatively labour-intensive niche services and goods. At least one micro-
cluster will be selected in the agriculture sector, aiming to improve food security and resilience in
the target micro-region, with a preference for livestock and vegetable farming, also to ensure
synergy with FAO SDC funded interventions.

The results achieved in the three micro-regional clusters demonstrate that increasing local
production capacity for input materials at the micro-regional level creates new economic
opportunities for micro- and small agricultural producers and substitutes imports with locally
produced materials, thus enhancing their resilience. This shift has significant direct and indirect jobs-
creation effects, which should be carefully measured and actively promoted in the second and
subsequent phases of the project. By reducing transportation and production costs, the substitution
of imported goods with local alternatives is also likely to lower the environmental footprint of the local
economies. This strategy fosters a more sustainable and resilient local economy, enhancing its
ability to withstand various disruptions.

However, realizing these benefits requires enhanced synergies among local economic actors,
including input providers, industrial processors, and service providers. Building the trust needed for
long-term cooperation within the micro-regions is also essential to achieving these outcomes.

While the design of the phase one of Project primarily focused on formally structured
entrepreneurship training and support, the more informal peer-to-peer and benchmarking visits
proved to be more effective for local economic development initiatives. These visits enabled a more
fruitful exchange of best practices, innovative ideas, and successful strategies between regions.
They inspired stakeholders, fostered collaboration, and motivated local participants by showcasing
tangible achievements. Additionally, these visits facilitated networking, optimized resources, and
encouraged continuous improvement through performance evaluation, all of which contributed to
the project's long-term impact. From a trust-building perspective, these interactions were particularly
valuable in supporting the institutionalization of cooperation mechanisms.

International benchmarking visits also play a crucial role in stimulating international cooperation
between local enterprises and economic agents from abroad. A proven example of such cooperation
within PRIM project is the business relationship established by a micro cluster member during an
international benchmarking visit to Romania and Poland, which led to the export of the first batch of
local products to a specialized company in Poland.

Women’ and youth’s entrepreneurial education remains a key focus for the project in advancing an
entrepreneurial culture. In the upcoming phase, the project will design more targeted activities to
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foster self-reliance, unlock potential, and promote sustainable socio-economic growth within the
partner communities.

In summary, building on the successes of two phases of the MiDL project and on the first phase of
the PRIM project, the UNDP Moldova proposes to further scale up and promote innovative
approaches to proactive community engagement for local and regional development. This continued
effort aims to contribute to the economic recovery and resilience of local and regional markets, while
also enhancing social cohesion in the Republic of Moldova.

2.3. Implementation approaches

The second phase of the Project will draw on and further develop the implementation approaches
established in the previous Swiss-UNDP, and other UNDP initiatives in the area of local economic
development. The Project continues to rely on strategic and management approaches that have
been successfully tested in previous phase and align with key directions of systemic change within
the context of the 2030 Agenda and beyond.

The Project implementation strategy and operational arrangements will build on the following

principles:

= Working with national and local public authorities and the private sector to shape the country’s
sustainable development and facilitate its structural transformation, including green,
inclusive, and digital transitions through enhanced policy and institutional frameworks.

= Advancing green transformation by emphasizing the usage of renewable energy sources, the
more responsible consumption of natural resources and the provision of environmentally
sustainable services; in this regard, ‘localization’ of input supplies and development of local
value chains and clusters are important contributions of the PRIM project to the green
transformation of the Moldovan economy.

= Applying the Human Rights Based approach as key normative and conceptual basis, the
Project will meaningfully involve beneficiaries and will address challenges of those facing
multiple and intersecting forms of discrimination, enhancing participation, and building social
cohesion.

= The “Leave No One Behind” principle needs to be applied to ensure that the choices and
opportunities provided by the Project are available to as large as possible number of as diverse
as possible beneficiaries, including local community, migrants, refugees, women, youth, people
with special needs and other vulnerable groups, in order to participate in and benefit from
development progress.

= Mainstreaming gender in the development processes by ensuring a meaningful participation
of women and men in all Project’s activities and by securing an equitable gender distribution of
Project’s results.

= Building and enhancing systemic resilience by strengthening institutions and individuals’
capacity to prevent, mitigate and respond to socio-economic shocks and crises, including to
climate change, epidemics, and other unforeseeable risks. In this regard, the emphasis of the
Project on developing the underlying policy, regulatory and institutional frameworks affecting
micro-regional clusters is an essential ingredient fostering systemic resilience.

= Applying the Market System Development (MSD) approach as one of its main implementation
logic. Compared to MIDL phases, this principle is relatively new as it was adopted in the phase
one of the PRIM Project. In line with the MSD approach, the Project will focus on inclusive and
participatory dialogue and skill development techniques, facilitating civic engagement and peer-
to-peer learning. The Project’s facilitative role will further be enforced via seed investment
instruments (grants), looking to generate at least 15% local co-investment.

= Further testing and implementing innovative approaches and tools for local economic
development and jobs creation, retention and improvement, where all local stakeholders are
part of planning and development, and are empowered to provide expertise, skills and know-
how and contribute financially, including through crowdfunding/ co-financing platforms, and
other similar instruments. Innovation shall also be reflected in the employment service
modernization efforts, adjusted to the needs of men and women beneficiaries, including the
most vulnerable. Ultimately, the very idea of scaling up the geographical (as well as sector-
wise) scope of the Project is in line with the core principle of innovation process “from testing to
prototyping to scaling up”.

12



Docusign Envelope ID: C9944277-0D69-47B2-B747-F695385C1162

2.4. Project Outcomes

The strategic goal of the proposed Project is to enhance the national inclusive, competitive, and
sustainable economic development, and promote equal access to decent work at the local
and (micro)-regional levels. This is to be achieved by improving regulatory frameworks and
business support services, as well as leveraging enhanced multi-stakeholder business cooperation,
targeting local population and returning migrants and refugees.

Extending the scope and depth of the phase one — as number of clusters, as geographic coverage
and as targeted economic value chains - represents a significant strategic extension of the previous
achievements.

The Project will pursue two interdependent development strategic Outcomes.

Outcome 1: Moldovan institutions endorse policy and legal frameworks which create an enabling
environment for inclusive and sustainable economic growth, SMEs development, decent
employment and a vocational education system that responds to the needs of the labour market.

Outcome 2: Moldovan economic actors, including small farmers who are hit by various shocks,
including the consequences of the war in Ukraine or of climate change, are able to keep or enhance
their production.

Each Outcome derives from dedicated theories of change, which are consistent with the overall
Project’s Theory of Change.

Theory of change for Outcome 1:

(1) Moldovan institutions endorse policy and legal frameworks which create an enabling
environment for inclusive and sustainable economic growth, SMEs development, decent
employment and a vocational education system that responds to the needs of the labour market:

if

= regulatory bottlenecks and gaps that hinder economic growth and SME development in the
identified value chains and clusters are systematically identified and addressed through policy
advice, advocacy and support services;

= appropriate incentives encourage entrepreneurial potential within the established and emerging
value chains are piloted, evaluated and implemented; and

= the capacities of key local and national stakeholders (such as territorial offices of the National
Employment Agency) are further strengthened to support the implementation of a national
program for (re)integration of returning migrants and refugees;

then the benefits of the economic growth will be shared among broader social groups, men and
women, including vulnerable people, such as youth, returning migrants and refugees;

because the enhanced regulatory and institutional environment will accelerate the economic growth
and will create an enabling environment for SMEs development, will diversify local economies and
facilitate the labour market re(insertion) of the vulnerable groups in selected micro-regions and
beyond.

By prioritizing activities related to national policy advocacy, the project’s first Outcome aims to
secure lasting impact at the community and micro-region levels. These interventions will focus on
improving policy areas that directly affect entrepreneurial engagement, formal skills development,
business regulation and SMEs management. In the first phase, the project addressed issues such
as enhancing the business climate, improving access to subsidies and other support programs.
Moving forward, the Project will further contribute to the internationalization of the Moldovan SMEs,
helping them to overcome the long-standing challenge of limited access to more stable and
profitable global markets.

A stronger and more advantageous integration of the Moldovan SMEs into international supply
chains is anticipated to improve their financial predictability and economic stability. This, in turn, will
ensure the resilience of the jobs they create thereby supporting long-term sustainable economic
growth.

In this context, Outcome 1 will emphasize the importance of Moldovan SMEs capitalizing on new
opportunities arising from Moldova’s status as candidate country for EU membership and the start
of EU accession negotiations. Additionally, the policy framework should further support SME
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innovation activities, facilitate their transition to a green economy, and promote technological
upgrades. These efforts will be crucial in aligning Moldovan SMEs with EU standards and enhancing
their competitiveness in both local and international markets.

Theory of change for Outcome 2:

Moldovan economic actors, including small farmers who are hit by various shocks, including the

consequences of the war in Ukraine or of climate change, are able to keep or enhance their

production:

if

= Jocal stakeholders, including Local Public Authorities (LPAS), private sector representatives,
CSOs, returning migrants and refugees receive support, training and institutionalized leadership
to establish and formalize clusters, facilitating cooperation to access finance, labour, markets,
innovative technologies, and marketing tools;

= the economic potential and value chains within micro-regions are thoroughly established,
mapped, assessed for their effective and potential impact on SDGs, and are harnessed in
economically viable ways based on Market Development Systems; and

= Jocal and micro-regions priorities and investment opportunities are coherently articulated and
framed as part of more attractive investment offers;

then the economic growth, diversification and job creation process within value chains in the
beneficiary communities and micro-regions will be enhanced;

because strengthened entrepreneurial skills, enhanced production capacities and a widely shared
culture of cooperation and joint engagement, and adequately assessed potential for SMART
specialization will improve the capacities of communities to retain and attract jobs-creating, retaining
and improving investments from both local and external sources.

This theory of change is rooted in the development paradigm, which emphasizes the sustainable
reduction of poverty and vulnerability through broader and more equitable inclusion of vulnerable
groups in existing and potential value-chains at local and micro-regional levels. The value chains-
based development approach seeks to map and strengthen local and regional value chains,
enhancing their productivity competitiveness, both domestically and internationally, to foster more
sustainable and inclusive economic growth.

Assistance under Outcome 2 will prioritize the growth and competitive enhancement of local
employers, particularly SMEs, at various stages of development and maturity, contributing to the
creation, retention and improvement of decent jobs. This approach aims to integrate small suppliers
into existing or new value chains on more advantageous terms, thereby strengthening the resilience
of local and regional economy. By doing so, it will increase sales and production, manage
operational costs more efficiently, access hew market outlets, better utilize local production factors,
and adopt more effective management of customers, costs, and inventories.

The value chains prioritized during the project’s implementation should meet several development
criteria, including but not limited to: 1) potential for job creation, retention and improvement; 2)
market growth potential; 3) socio-economic impact, with a particular focus on alleviating poverty and
vulnerability at the local and micro-regional levels; 4) company leadership (inclusion of women,
youth, migrant, refugee or other vulnerable group); 5) vulnerability or resilience to climate change;
6) contribution to sustainable transition, particularly through technological innovation, localization’ of
the supply chain and digitization potential.

2.4 Policy advocacy

By building on the lessons from the phase one, the Project aims to further leverage its dual track
approach to influence and enhance SMEs and LED policies. The Project will directly impact local
and national policies by conducting a thorough analysis factors affecting SMEs and jobs growth at
the local and regional levels. Additionally, it will promote strategic changes to address significant
legal, regulatory, and fiscal challenges, thereby fostering a more vibrant local economic
development environment. Continuing along this path, in the first phase, the Project proposed three
packages of regulatory amendments tailored to each of the micro-regional cluster. Similar
amendment packages will be developed for the three additional micro-regions. In this regard, policy
work will primarily be conducted at the national level. Key partners in this pillar are the Ministry of
Economic Development and Digitalization (MDED), the Ministry of Labor and Social Protection

14



Docusign Envelope ID: C9944277-0D69-47B2-B747-F695385C1162

(MLSP), the Ministry of Agriculture and Food Industry (MAFI), the Economic Council to the Prime
Minister, the National Employment Agency (NEA), Invest Moldova Agency (IMA) and the
Organization for Entrepreneurship Development (ODA). Employment-related policies will be
promoted in partnership with complementary SDC-financed interventions, drawing on each partner’s
institutional advantages.

The Project is also expected to indirectly promote policies, by integrating its outputs and results into
relevant national mechanisms. Specifically, the Project will enhance the operational conditions for
SMEs by advocating for the broader use of the innovative tools and measures developed for value-
chains assessments and by facilitating their successful integration into national SMEs support
mechanisms. In the first stage of the project, through this approach, support was provided for the
development of the Industrialization Program and technical amendments to ODA programs were
proposed, ensuring that clusters, in addition to individual firms, become eligible within ODA
programs, and thus facilitating their access to finance. During 2025-2029, the project aims to provide
support in operationalizing these changes within ODA regulations and operational procedures. The
value-chains toolkit developed during the Project first phase can be seen as experimental policy
work, offering potential to further revamp the business models of Moldovan SMEs. This could
enhance their productive capacities, strengthen market links, accelerate digital adaptation/
transformation, improve financial, managerial and production skills and foster stronger relationships
between lead companies and their suppliers/ customers within identified clusters and micro-regions.
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3 Results and Partnerships

3.1. Expected results

The Project will leverage multi-stakeholder partnerships to expand and upscale the piloted local
economic development interventions, by:

= Strategic level: Expanding geographic coverage to include three new micro-regional clusters in
addition to the existing ones;

= QOperational level: enhancing SMART® specialization, micro-cluster, and value chain
development approaches across all six areas, encompassing at least 39 local communities.

At the strategic level, the project will build on the strong foundation of community cooperation and
diaspora engagement framework established in previous interventions. It will continue investing at
both individual and regional levels to support local communities in advancing entrepreneurial culture
and attract investments — whether local, regional, national and/or foreign. The project will maintain
its focus on integrating the economic contributions of migrants into local development, with the goal
of generating sustainable businesses and creating decent employment opportunities. The
geographical scope of the project will be double, expanding from the current three micro-regions to
SiX.

Additionally, the project will focus on advancing productive employment, with a strong emphasis on
the inclusion of women and youth, as well as foresight of future skills needed to drive (green and
digital) structural transformation. The project will also support the sustainable (re)integration of
migrants and refugees, ensuring they contribute meaningfully to the local economy.

The project’s direct beneficiaries will include relevant line ministries and agencies, local public
authorities, community associations, innovation-oriented businesses, as well as migrants (including
diaspora members, returnees, and refugees) and their native/host communities. The Project will
contribute to the acceleration of progress under multiple SDGs and associated nationalized targets,
primarily 8.2, 8.3, 10.7, and 11.a (with multiplier effect and co-benefits on 4.4, 5.5, 10.2, and 13.3).

The Project stems from UNDP Moldova’s Country Programme Document (CPD) for 2023-2027 and
supports the achievement of SDC’s economic development and employment-related strategic
objectives in Moldova'®. The Project is part of a programmatic approach on local development and
employment, in partnership with FAO, and contributes to the realization of the UNSDCF (for the
period 2023-2027) in support of the UNDS Reform. It will complement and synergize with several
ongoing initiatives (including led by UN and/or SDC-funded) focused on local governance, economic
development, and productive employment.

At operational level the Project will ensure that:

= Four new sets of regulatory amendments contributing to improved economic opportunities at the
local level are proposed and promoted through the Economic Council under the Prime-Minister
of the Republic of Moldova;

= Relevant government programs are adapted to ensure eligibility of clusters-based initiatives for
public funding, thus ensuring their sustainability;

= 130 people, including returning migrants, refugees and NEET youth from the target communities
have enhanced their employment opportunities via professional trainings and/or provided labour-
enhancing equipment;

= 15 communities from the Republic of Moldova improved their local business support services and
are offered more complex and adapted revenue opportunities via regional development initiatives
engaging the private sector and community members, including diaspora and refugees;

= Three of the regional micro-regional clusters established during the previous project and three
additional micro-regional clusters upgrade / develop fully-fledged investment attraction packages
and implement innovative business development initiatives (such as SMART specialization,
structural transformation, and value chain upgrade);

= Institutional and advocacy capacities of the three new cluster-management organizations (CMO)
are strengthened and three existing CMO are further consolidated,;

15 SMART specialization/ definition available at: https://www.oecd.org/sti/inno/smartspecialisation.htm
16 2018-2021-cooperation-strategy-moldova_EN.pdf (admin.ch)
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= Atleast 110 LPA representatives and private sector stakeholders benefit from improved SKATE
on integrated local development, regional specialization, access to finance, and local investment
attraction;

= At least 100 jobs are created, improved or retained to the benefit of Moldovan citizens and
residents (of which at least 40% women, 30% youth and 25% returning migrants);

= At least 30 companies are provided support to increase their competitiveness, resulting in
increased turnover on both domestic and external markets.

Project Outputs and indicative activities

Following the thorough analysis of the conditions influencing LED and the mapping out of the
existing commitments and engagements of Moldova’s international development partners in 2022-
2024, the Project identifies two priority Outcomes. Each Outcome is further decomposed in a
relevant Outputs and activities (which pertain and are numbered according) to the SDC Economic
Development Programme’s Results Framework.

OUTCOME 1: Moldovan institutions endorse policy and legal frameworks which create an enabling
environment for inclusive and sustainable economic growth, SMEs development, decent
employment and a vocational education system that responds to the needs of the labour market.

Output 1: Enabling environment for inclusive, environmentally sustainable and accelerated
economic growth in key sectors, with a focus on SMEs and small-scale farmers in the selected
micro-regions.

Complementing its local interventions, the Project will continue its work at strategic level on
identifying and solving the major legal and regulatory issues, as to improve the local/ regional
business environment.

These interventions will have a vertical approach, deriving from the LED support provided in the
Project’'s second Outcome, and whenever the case shall be coordinated with the FAO prior to
institutional stakeholders’ engagement — to ensure the required co-benefits and synergy of
expertise/ scope within the SDC Programme. A distinct emphasis will be put on facilitation of local
income generation (in target micro-regions) for returning migrants and/or refugees, particularly
relevant in the context of the military aggression in the neighbouring Ukraine.

Planned interventions under Output 1:

Activity 1.1. Support the development, in partnership with the main public institutions, of feasible
mechanisms for clusters’ SME-members to facilitate the access to finance and diaspora financial
engagement in national/local economic development.

In the phase one, the Project provided the Ministry of Digitalization and Economic Development with
the support to design and inter-agency promotion of the Industrialization Program for the period
2024-2029. In particular, the Project presented ex-ante assessment of the fiscal and economic
impact of the Industrialization Program and advised the MDED to reduce the threshold for receiving
investment subsidies from 1 million euro to 0.5 million euro in order to ensure wider access of the
SMEs to the state aid envisaged by the Program.

The Project will continue providing support in operationalization of measures envisaged by the
Industrial Program referring to clusters access to public financing. The Project will provide necessary
expertise for designing amendments and updates to the Government Programs (inclusion of
eligibility criteria for clusters-based initiatives) and operational manuals addressing the work with
cluster.

The National Programme for Stimulation of Return and Facilitation of (Re)integration of Citizens of
the Republic of Moldova for 2023-2027 sets ambitious development objectives, including
strengthening the institutional and policy framework, ensuring social rights, increasing economic
opportunities, and promoting public participation for returning migrants and their families. The
programme aims to ensure access to education, health, and public services for at least 80% of
returnees, increase economic opportunities by 10%, and facilitate effective mechanisms for
information and participation. Key targets include informing 50% of town halls, a 5% annual increase
in employment among returnees, and a 10% annual growth in migrant investments and new
businesses. The Project will directly support these goals by providing ODA with support to develop
the concept of the PARE 1+3 program and will engage with the MDED and Economic Council in
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advocating for official approval of the PARE 1+3 Program. Other required support may include
updating of ex-ante impact of the PARE 1+3 program, review of the initial conceptual aspects,
developing the draft Governmental Decision.

In addition, the project will organize comprehensive training programs for returning citizens to
enhance their skills in writing and managing projects, developing business plans, and attracting
financial resources for business initiation. Special emphasis will be placed on fostering
entrepreneurial capacities among young and women. Concurrently, the project will launch
information and awareness campaigns at both central and local levels to highlight successful return
stories and available support measures. These initiatives aim to empower returning citizens,
promote successful reintegration, and foster a supportive community environment for
entrepreneurial endeavours.

Two specific actions are thus planned as part of this activity:

a) Provide support for the conceptualization of feasible mechanisms for clusters-based initiatives
to access public financing.

b) Support the implementation of the National Programme for Stimulation of Return and
Facilitation of (Re)integration of Citizens of Republic of Moldova involved in migration processes
for 2023 — 2027.

Activity 1.2. Identify and support addressing, in partnership with public institutions, sectoral
regulatory gaps related to the targeted value chains, through advisory support and expertise
(particularly in the field of SME development and informal employment), following the MSD
approach.

MSD is an international body of knowledge, guidance, good practices, and lessons learned from the
experience of delivering aid and implementing development activities. MSD seeks to develop market
systems so that they function more effectively, sustainably, and beneficially for poor people, building
their capacities and offering them the opportunity to enhance their lives. The Project’'s MSD-based
approach to the SMEs regulatory gaps and bottlenecks is defined by the key features of the MSD.
These features include the following*’:

= Adopting the systems perspective: MSD recognizes that market actors such as businesses,
functions such as policies and regulations, and rules such as cultural norms do not operate in
isolation of each other but are part of an interacting system. The Project will need to understand
and respond to such systems in concrete communities and micro-regions for its results to be
effective and lasting.

= Pursuing large scale/ systemic change: throughout an MSD program, the focus is on the
markets surrounding the poor that have potential to improve the lives of many. MSD programs
aim to develop a strategic set of interventions that change the way industries and whole sectors
of the economy work for the poor. While the Project expect that some interventions will start small,
grounded in market issues and targeting specific market actors, they nonetheless will be part of
a broader strategy to make markets work better for a large number of poor or vulnerable people
in the beneficiary communities.

= Sustainability: in line with the MSD prescriptions, the Project focus is on the continuation of
market services to the poor or ensuring their access to the market rather than just the
sustainability of individual market actors within that market system.

= Facilitation: rather than targeting the traditional direct delivery as response to market failures,
the MSD aims to facilitate change that improves the way markets work for the poor. More
specifically, the MSD-based measures aim to stimulate change in the market system without
becoming part of it and thus without interfering with the market mechanisms.

= Adaptive Management: market systems are complex and do not always respond as expected.
MSD programs monitor their interventions closely and measure results frequently. Based on the
concrete findings at the level of beneficiary communities, the Project will refine and adapt its
vision for market system change, will improve the strategic approach and adjust the interventions.
The aim is to be pragmatic, building on what works and changing what does not so that the Project
maximizes long term results with the time and money available.

17 Based on Australian Government, Department of Foreign Affairs and Trade “Market Systems Development.
Operational Guidance Note”, June 2017.
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Following this approach, the Project will:

a) ldentify major sectoral regulatory gaps and bottlenecks in the targeted value chains pertaining
to the additional three micro-regional clusters.

b) Provide support (advisory and expertise) to the GoM in addressing the identified sectoral gaps
and bottlenecks via amendments to the regulatory framework and SME support schemes.

Output 2: Enhanced economic (re)integration opportunities in the selected micro-regions.

The Project will focus on enhancing the capacities of the territorial offices of the National
Employment Agency to increase the accessibility and visibility of their services to individuals and
the private sector, as well as will seek to enable the reintegration of skilled migrants within the
targeted value chains, through local interventions. This will be achieved through targeted
interventions in the micro-regions, delivered via the Agency’s territorial offices and interventions for
providing skilled workforce for the prioritized value chains. The project will emphasize expanding the
reach of NEA services to include returning migrants, refugees, and local jobseekers, supporting their
reintegration into the local economy. By fostering stronger collaboration between LPAs, the business
community and territorial employment offices, the project will contribute to more effective skills
matching and job retention within the targeted micro-regions, thereby promoting sustainable local
economic development.

The project will ensure synergy with ongoing ILO interventions focused on the decent work agenda,
tackling undeclared work and informality in specific sectors. Close coordination will be maintained
to avoid overlaps and consider the specific geographical areas where each initiative is active. The
same approach applies to the OPTIM project, an economic development initiative aimed at creating
employment and income through improved market systems in selected sectors, as well as other
SDC-financed projects.

Planned interventions under Output 2:

Activity 2.1. Scale up mechanisms for boosting employment potential of the private sector in the
value chains selected from three additional micro-regions (particularly of women, returning migrants
and refugees, NEET from target communities).

Jobs can be in short supply either due to market failure or to governmental policy failure. Facilitation
mechanisms can thus involve either strengthening positive incentives for the employers and
employees to enter labour relationships or elimination of the policy barriers undermining the
relationship. The Project will build on the lessons of the first phase and assess both factors by
adopting a targeted approach aimed to support skills matching in the selected value chains and
each vulnerable group. The design of incentives for the employment of the targeted groups will
carefully take into account the motivations and constraints facing the local SMEs that are expected
to participate.

The Project plans for the following specific actions:

a) Deliver employment-related business support and professional services for newly created and
existing firms in the selected value chains (non-cash support); and

b) Implement incentive system for purchasing labour productivity-enhancing equipment and
transitioning from informal/semi-formal to formal economic activity.

Activity 2.2. Enhance the capacities of the National Employment Agency to increase the
accessibility and visibility of their services to individuals and private sector at the local level (in the
targeted micro-regions, via its territorial offices), including to returning migrants and refugees.

Continuing the activities from the phase one, the National Employment Agency services should be
further improved and expanded. Services need to be evaluated against the needs of the users, in
order to be customs-tailored and cost-effective. Their geographical and online reach needs to be
expanded to allow more women, youth, migrants, and refugees to be served— as well as employers
(including informal employers). The project will further capacitate the National Employment Agency
to deliver job-search services which included information, counselling, referral, mediation services
on the labour market, as well referral to skilling and re-skilling opportunities for refugees from
Ukraine.

In addition, the portfolio of services of the National Employment Agency has to be stirred towards
establishing proactively partnerships with employers rather than merely posting vacancies
announcements online. Therefore, the Project adopts a partnership approach to closely engage with
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National Employment Agency, employers, employees, including refugees and VET schools to help
the entire ecosystem better identify and articulate its needs.

Actions to be implemented as part of this broader activity are the following:

a) Provide support to the National Employment Agency in increasing the professional capacities
of the representatives of their territorial offices (from the target micro-regions) to provide better
services to local jobseekers, including returnees and refugees.

OUTCOME 2: Moldovan economic actors, including small farmers who are hit by various shocks,
including the consequences of the war in Ukraine or of climate change, are able to keep or enhance
their production

Output 3. Advanced community engagement and strengthened entrepreneurial culture and capacity
across the micro-regions, with a focus on women and young people.

A widespread belief in the Republic of Moldova is that the entrepreneurial competence is innate
rather than a learnable competence. Consequently, many communities attribute their low economic
performances to an “insufficient local entrepreneurial spirit”, viewed as “historical and unchangeable
feature of the local mentality”.

When behaviour is attributed to “mentality” rather than to the structure of systems, the
management’s focus shifts towards scapegoating and blame rather than designing of organizations
and processes that empower ordinary people to achieve extraordinary results.

Such an approach is motivating the self-perpetuation of passivity, discouragement, inactiveness,
and is seriously undermining the Local Economic Development (LED) support interventions of
development partners. In this regard, the Project will, inter alia, develop and promote an adapted
yet comprehensive LED and Entrepreneurship capacity development package for awareness-
raising and empowerment of local stakeholders to embrace a more proactive approach towards
understanding, evaluating, and improving their competencies in LED, clustering, value chain
development, and in investment pitching and promaotion.

The first (pilot) phase of the Project confirmed that developing entrepreneurial capacities among
local stakeholders, with careful customization to the specific context of each micro-region,
significantly enhances the overall efficiency of interventions in cluster and value chain development.
This tailored approach is crucial for achieving successful outcomes in these areas. These efforts
should commence at the project's outset and consistently foster a proactive, growth-oriented
mindset among stakeholders who currently prioritize survival and may be passive in leveraging
existing opportunities.

Planned interventions under Output 3:
Activity 3.1. Support the targeted communities to enhance their LED capacities.

The LED and entrepreneurship capacity-building intervention will utilize tailored, systemic packages
designed to address the needs of the private and public sector, as well as catalysing the partnership
among local stakeholders (private-public, public-private, and public-public). To achieve systemic
and impactful results, the intervention will begin with an action-oriented evaluation of the most
pressing gaps, needs, and bottlenecks among local stakeholders.

Drawing on insights from the first (pilot) Project phase and considering the learning preferences of
local rural stakeholders, capacity-building activities will emphasize learning-by-doing, learning-by-
experiencing, and learning-by-seeing. This approach will integrate collective and individual trainings,
practical workshops, coaching, mentorship, and other tools.

Consistent with the first (pilot) phase of the Project, entrepreneurship and LED capacity-building
interventions will closely align with the EU EntreComp Framework. This framework will guide initial
assessments, intervention prioritization, and the road mapping of the entrepreneurial learning
process.

The first phase of the Project has shown a broad diversity of priority topics for local communities
(finance, investment, structural transition). There is thus no common recipe for peer learning and
experience exchange. The peer-to-peer learning and exchange of experience is not expected to
take place in similar fashion in all communities/ micro-regions. However, for the newly selected
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micro-regions the Project will ensure that common conceptual stages are yet respected and involved
in the peer learning processes.

Concrete actions to be implemented as part of this activity include:

a) Development and implementation of a customized capacity building activities on LED and
Entrepreneurship for Local and Regional Public Authorities and private sector
representatives from the six targeted micro-regions, with a focus on women and young
people;

b) Conduct internal and external benchmarking study visits for the representatives of the private
and public sectors on value chain, cluster development and LED.

Output 4. Enhanced SMART specialization and competitiveness of value chains in micro-regions
through a clustering approach, including through promotion of the adoption of sustainable practices
among smallholder and household producers of staple crops, vegetables, and livestock.

The second phase of the Project will adopt the refined approach from its first (pilot) stage. Its primary
objective is to select and support three micro-regions in the Republic of Moldova to enhance their
smart specialization agendas through the creation and development of growth-oriented micro-
clusters. These clusters aim to foster local economic development and enhance the competitiveness
of local businesses. By upgrading their position within value chains, these interventions seek to
catalyse sustainable local economic growth and ultimately improve the quality of life for the local
population in the targeted micro-regions.

The intervention will encompass diverse geographic regions across the Republic of Moldova.
Moreover, it will actively seek synergy with other UNDP projects (such as Resilient Communities
through Women Empowerment Project?8, Enabling an Inclusive Green Transition in the Republic of
Moldova Projectt?) and ongoing SDC-financed projects, such as those implemented by UNDP
(Strengthen social cohesion through inclusive participation and empowered citizens Project), FAO
(enhancing the agri-food sector), GIZ (enhancing dual education and investment attraction), and the
Skat Foundation (improving local public services and basic utility infrastructure). This collaborative
approach aims to maximize the impact and effectiveness of the donor’s support and financial
assistance.

In the first phase, the Project successfully established and advanced three pilot micro-clusters.
These clusters were initially created by the end of 2023 and underwent significant strengthening and
development throughout the year 2024. PRIM's success in establishing a livestock cluster has
demonstrated the effectiveness of a clustered approach in the agriculture sector. Building on this,
PRIM plans to establish at least one additional agricultural cluster in the next phase.

Additionally, the Project will support the management entities in establishing strategic partnerships
with local, regional, and national authorities. This proactive engagement extends to participation in
national sectoral associations, fostering collaboration and advocacy efforts.

Considering that the clusters are still in the early stages of their activity and a fledgling management
entity, ensuring their sustainability and fostering further growth is crucial. Therefore, throughout the
four-year lifespan of the second phase of the Project, continuous basic support will be provided.

As part of the first phase of the Project, all 3 clusters have developed clusters development
roadmaps. During its second phase, the Project commits to continue providing support for the
implementation of critical actions, ensuring that clusters achieve a critical mass of members,
enhance its productivity, visibility and publicity.

All clusters established in the agricultural sector will benefit from FAO's Farmer Field Schools (FFS),
which are designed to empower farmers through hands-on learning experiences and community
engagement. By aligning PRIM's cluster development approach with FAO's support mechanisms
such as the application of conservation agriculture and climate-smart practices, the projects can
amplify their impacts. These clusters, supported by both PRIM and FAO, would serve as models of
sustainable development, showcasing the benefits of integrated and cooperative approaches to
agricultural challenges.

18 https://www.undp.org/moldova/projects/resilient-communities-through-women-empowerment-phase-2

19 https://www.undp.org/moldova/projects/enabling-inclusive-green-transition-republic-moldova

20 https://www.undp.org/moldova/projects/strengthen-social-cohesion-through-inclusive-participation-and-empowered-
citizens
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Planned interventions under Output 4:

Activity 4.1. Support the institutionalization of the targeted three micro-clusters and elaborate the
cluster development roadmap.

In the second phase of the PRIM project, the methodology on cluster and value chain development
will be updated, replicated, and scaled up in three additional micro-regions to foster business
clustering. Building on lessons learned from the pilot phase, the methodology will undergo
improvements and updates aimed at better aligning with desired outcomes, enhancing effectiveness
and efficiency, and addressing the needs and goals of local communities in Moldova.

Prior the competition, an analysis will be done to identify the priority economic sectors according to
the national programmes and strategies, as well as alignment with the project’s micro-cluster model,
which will be incorporated in the selection methodology as sectors deemed for project interventions
at the local level. The selection methodology will be consulted and endorsed by the project steering
committee before launching the national competition. However, the key evaluation criteria will
remain the same as during the first stage:

o Existence of a committed partnership between local stakeholders from micro-regions to
pursue a cluster development initiative.

o Existence of a clear and feasible business development vision in relation to the targeted
value chain.

e Presence of a critical mass of private entities representing the targeted value chain.

e Existence of committed and motivated local leadership for championing the cluster initiative
and related improvements of the targeted value chain.

e Micro-region's potential for further job enhancement in the targeted value chain.

In addition, opportunities to work with cluster with potential for green, climate-smart activities and
green job creation will be assessed at the evaluation stage.

Within the evaluation process, the Project will conduct dedicated field fact-checking missions for the
short-listed applicants. This will help the Project better mitigate risks and ensure a full and
comprehensive understanding of the hidden development aspects within the evaluation process.

To ensure a maximum competition base, the Project will widely advertise the competition via social
networks, sectoral organizations, the Congress of Local Public Authorities, and research-
development-education networks. Additionally, the Project will organize dedicated Info-Sessions in
all Moldovan regions to ensure that all potential applicants are well informed about the opportunity
and the application procedure.

Aiming for synergy with the SDC-financed FAO Project “Strengthening the competitiveness and
resilience to climate risks of Moldovan smallholder farmers in the context of the socio-economic
crisis,” at least one selected cluster will focus on livestock or vegetable value chain.

Applications that promote social cohesion in the regions of Moldova will be given special
consideration. Projects that foster collaboration among diverse stakeholders, including those from
regions with special status, and enhance trust and cooperation between local and business
communities will be prioritized.

The cluster development initiatives will begin by supporting local stakeholders (private and public)
from each beneficiary micro-region in setting up and organizing a joint Working Group with clear
roles, responsibilities, and intrinsic leadership. These groups will have the mandate to conduct all
the preparatory work necessary for establishing the clusters and advancing a collective value chain
development agenda.

Considering that the project aims to contribute to advancing green transformation through
localization of input supplies and development of local value chains and clusters, UNDP will
capacitate clusters’s representatives to assist entrepreneurs in greening their businesses and
implementing adaptive measures to climate change, including through study visits, and facilitating
the integration of green and resilient practices for the businesses — members of the supported micro-
clusters.

The activities of the Cluster Development Working Groups will be supported and facilitated by
dedicated PRIM regional facilitators, in strict accordance with the PRIM clustering methodological
approach. The Working Group's activities will primarily focus on: (i) conducting a detailed
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Stakeholder Analysis, (ii)mapping and diagnosing the value chain, (iii) developing a collective 4-year
cluster development roadmap.

Value-chains analysis will be applied as strategic tool for assessing various aspects affecting in
long-term the SMEs development and resilience, including its most crucial component - customers’
perceived value. Adopting the customers perspective is essential because the competitive
advantage for an SME means not just surpassing what competitors can do, but also discovering
what domestic and foreign customers want and profitably meeting their expectations. This is also a
key prerequisite for jobs and productivity continuous growth. While classical value-chains analysis
targets firm level, including core business and support activities, the Project will adopt a wider and
more comprehensive approach to the value chain, and concentrate on the whole-community/ micro-
region rather than individual company. Essentially, this approach will allow identifying the factors of
local/ regional competitiveness from an economically sound perspective, their policy implications,
and consequences for local/ regional/ national policy. The results will take the form of local/ regional
competitiveness development maps. Cluster development roadmaps are visionary yet applicable
strategies that will provide opportunities to look at complementary supply chains (e.g. raw materials,
semi-products) from the perspective of formalization opportunities and future phase programming
of the cluster, building the resilience of local communities and local markets.

Similar to its first (pilot) phase, the Project will pursue the institutionalization of the cluster initiatives
by formalizing cluster cooperations based on the EU "Four Clover" approach (the standard “Triple
Helix” approach, adapted to the developing economies), which involves the collaboration of the
private sector, public sector, and innovative suppliers related to the targeted value chain.

The cluster institutionalization approach will include signing the Cluster Establishment
Memorandum, electing the cluster leadership (chairman and administrative board), and determining
the management entity (a legally established organization with a non-profit and non-governmental
status).

Regarding the "management entity," the Project will allow cluster members to select the
organization, which could be a newly established non-government organization (NGO) or an existing
organization with economic specialization, Business Support Organization, Local Action Group, or
other forms in accordance with the methodology.

The cluster institutionalization will be formalized during the General Cluster Assembly Meetings with
the participation of all founding members. However, the cluster will remain open to co-opt new
members as it expands and growth in the future.

In terms of operational actions, the Project will:

a) Carry out a nationwide selection process to select three beneficiary micro-regions
(comprising a minimum of 15 communities in total) for implementing the cluster
development approach;

b) Support to conduct a comprehensive stakeholder analysis and value chain mapping
exercise for the targeted value chain;

c) Support the institutionalization of business clusters in the target micro-regions.

Activity 4.2. Support the three targeted micro-clusters in implementing their collective development
roadmaps.

This activity involves providing technical and financial assistance through the LVGA modality to the
management entities and other NGOs designated by each cluster of the three established micro-
clusters in implementing the priority measures derived from the approved Cluster Development
Roadmaps.

Project regional facilitators will guide the cluster leadership to ensure a smooth and efficient
implementation of the action plans, focusing on both non-financial and financial interventions. They
will work to achieve the first 'quick wins' as soon as possible to boost motivation and engagement
among all local stakeholders.

The experience of the first phase of the PRIM Project indicates that the success, sustainability, and
efficiency of a cluster initiative largely depend on the effectiveness of its 'cluster management entity'.
These entities play a crucial role in coordinating partnerships, driving value chain development, and
expanding the cluster. In fact, the viability of cluster initiatives is greatly derived from the engagement
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and efficiency of their management entities. The Project therefore will provide from early stages
resources necessary for consolidation of capacities of the cluster management entity to coordinate,
facilitate, convene, and advocate in the name of the clusters’ members. Rather than creating brand
new organizations, the Project will encourage the clusters members to look for an existing
organization (ideally, a local competent and experienced NGO) to act as entity managing the cluster.

Consolidation of the cluster management entities is of strategic importance also when looking from
financing access angle. One of the Project aims is to advocate for eligibility of clusters — represented
by clusters management entities — to the ODA Programs, thus enhancing their access to finance. If
this change is successful, harnessing the new opportunities will require the clusters management
entities having the capacities to coagulate interests of the individual members into collective action
agendas and credible projects submitted to ODA.

Regarding the implementation of financial interventions (primarily capital investments in hard
infrastructure), the Project will provide co-financing to amplify the structural, managerial, and
technological upgrading of the value chain as a whole and its individual links. The Project will provide
financial support for each beneficiary micro-cluster to co-finance the implementation of the Cluster
Development Roadmap, including for projects that promote energy efficiency and enhance climate
adaptation.

The financial support, similar to the Project's first (pilot) phase, will be provided to the management
entities through a 'closed' competition among management entities and other NGOs designated by
each cluster in accordance with endorsed methodology. All beneficiary clusters will be invited to
prepare and submit project proposals. The evaluation and selection methodology will be developed
and endorsed by the Project Steering Committee during the process.

More specifically, this activity involves:

a) Technical assistance for the implementation of the endorsed Cluster Development
Roadmaps;

b) Support the capacity building and the technical endowment of the newly established cluster
management entities;

¢) Financial support for the implementation of the Cluster Development Roadmaps;

d) Support the certification of the newly established cluster management entities by the
European Union Cluster Secretariat, including the provision of assistance in complying with
the minimum certification criteria).

Activity 4.3. Support the previously established targeted three micro-clusters to advance the
implementation of their collective value chain development roadmaps.

Each of the three clusters benefited of PRIM Project support to develop roadmaps of collective
actions for the development of their value chain. The Project committed to continue supporting the
implementation of the roadmaps, prioritizing the most impactful actions, conditional upon
mobilization of their own resources and upon additional fundraising support from the part of the
cluster management entity. Recognizing the critical role of local SMEs in enhancing economic and
environmental resilience, UNDP will strengthen the capacities of the three clusters' management
entities to assist entrepreneurs in adopting green business practices and implementing climate-
resilient strategies. This includes facilitating the integration of eco-friendly technologies, reducing
resource consumption, promoting energy efficiency, and advancing low-carbon innovations, thereby
supporting the transition to a greener and more resilient local economy.

The Project aims to strengthen the management entities so they can effectively coordinate clusters
and promote growth within the value chains. Additionally, the Project will support the management
entities in establishing strategic partnerships with local, regional, and national authorities. This
proactive engagement extends to participation in national sectoral associations, fostering
collaboration and advocacy efforts.

In this context, the Project plans to support each beneficiary micro-cluster through LVGA modality
for the implementation of their Cluster Development Roadmaps. Similar to the initial financial
assistance provided to the newly selected clusters, this support will be distributed through a 'closed’
competition for the three clusters established within the previous project phase. All 3 beneficiary
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clusters will be invited to prepare and submit project proposals, with the evaluation and selection
methodology developed and endorsed by the Project Steering Committee during the process.

Under this activity the Project will pursue the following actions:

a) Technical support for strengthening the capacities of the targeted cluster management
entities to act as micro-regional value chain coordinators and for the implementation of the
Cluster Development Roadmaps;

b) Financial support to three cluster management entities (NGOSs) for the implementation of the
Cluster Development Roadmaps

Activity 4.4. Support the long-term self-sustainability capacity of the targeted three micro-clusters.

Ensuring the long-term sustainability of the clusters initiated during the first stage and strengthened
in the second phase is of paramount importance. After the completion of the second Project phase,
these three micro-clusters should achieve financial and organizational self-sustainability and
operational efficiency. They are intended to serve as viable models for replicating and scaling up
cluster development policies across Moldova.

To achieve this goal, the Project will focus special attention on building the post-project long-term
sustainability of these clusters. This includes implementing measures to strengthen their
management structures, enhance operational capabilities, and foster strategic partnerships with
local stakeholders and authorities. The aim is to ensure that these clusters continue to thrive
independently beyond the Project's support, contributing to sustainable economic development in
their respective regions.

Achieving self-sustainability for clusters involves reaching a critical mass of members at various
stages of the value chains, diversification of the marketed goods and services, emergence of
providers of critical inputs (such as fodder, adapted fertilizers and other inputs). During the second
phase of implementation, the Project aims to implement the following types of support:

Further development of the cluster promotion packages;

Support for improvement of relations and communication along the value chains;
Consolidation of the relations with education and RD organizations;

Develop partnership relations with similar national and external clusters;
Development partnership relations with Invest Moldova Agency.

Under this activity, the Project will pursue the following actions:

a) Support the clusters' internationalization (active engagement into the regional and pan-
European cluster cooperation networks, bi-lateral cooperation with advanced similar
international clusters)

b) Updating the Clusters' Development Roadmap, including the development of financial self-
sustainability model and penetration of national retail chains and external markets

3.2 Resources required

The total required funding from SDC for activities proposed under this Project Document amounts
to 4,440,000 USD.

The Project's scope and ambition require a robust management structure with adequate human
resources to effectively oversee and execute operational delivery. Effective cooperation with a
diverse range of partners will also require dedicated attention from Project staff, particularly at local
level. For these reasons, besides the Project team expertise, additional national and local experts
(and specific contractual services) will be embedded to achieve set results.

UNDP will use structures already in place, as Moldova Country Office and its Procurement and
Finance Units, for the implementation of the project, while the current structure of the Project team
is designed to cover intervention areas under all two Outcomes.

To support all Project activities office rent and utility costs, office furniture, equipment, software,
maintenance, repair, communication, and internet services will be required.

For cost effectiveness, UNDP will build upon and synergize (wherever possible) with ongoing
initiatives (including led by UN and/or SDC-funded) focused on local governance, economic
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development, and productive employment, while also leveraging in-house resources for conflict
resolution and community development.

3.3 Risks and assumptions

Key risks that might preclude or significantly alter the implementation of the Project include the
following:

1. Divergent views concerning local development priorities amid the political circumstances
determined by the parliamentary election in 2025;

2. Worsening of the local economic conditions (as a consequence of protracted war in neighbouring
Ukraine and energy crisis) to the point impeding the mobilization of local resources/
contributions;

3. Further territorial extension and intensification of the war in Ukraine, leading to an increased
number of refugees, beyond the management capacities of the Moldovan local and national
authorities;

4. A significant reshuffle of the domestic political conditions following accumulation of social
dissatisfaction caused by rising prices and falling real income of the population.

At the same time, given that the proposed intervention will further build on current local initiatives
and lessons learnt, the project will consider the specific political context at the moment of
implementation, and will plan activities with caution, including timing, feasibility, and local political
sensibilities. Finally, the proposed intervention will envisage a cautious planning of the selection
process of target communities and micro-regions and will avoid interfering with the political process
caused by election to take place in 2025.

Throughout the implementation period, the project shall also maintain an apolitical focus, to ensure
the possibility of continuing the operation and interaction with all the stakeholders during and after
the politically charged elections period.

The Project Risk Log shall be maintained throughout the Project implementation to capture potential
risks to the Project and associated mitigation measures. The detailed Project Risk Matrix is included
in Annex 3.

Assumptions underpinning the current Project are largely aligned with those that previous SDC-
supported projects relied upon. However, new assumptions have been included to account for the
increasingly concerning economic and security situation. These additions ensure that the Project
remains adaptive and responsive to the evolving challenges, particularly in the context of heightened
regional instability and economic uncertainty.

The Project assumptions including the following:

1. Political and economic context is stable in Moldova and enables Project’s interventions
throughout Project cycle;

2. The Government of Moldova stays committed to develop and support the enforcement of a
new/upgraded institutional, policy and regulatory framework on SMEs development and jobs
creation;

3. The national and local commitment to help and sustain Ukrainian refugees demonstrated in
the initial stage of war remains unabated,;

4. The national legal framework encouraging local governments to engage migrants in local
development (based on SDC tested local model) remains favourable;

5. Central public authorities develop and maintain a constructive and transparent cooperation
with LPAS;

6. LPAs are open and fully engaged in Project implementation and committed to improve their
institutional and service provision capacity and to create a favourable environment for
migrants’ engagement in local development (based on previous SDC interventions), for
streamlining SMESs regulatory aspects and for generation of more productive local jobs;

7. Engagement of diaspora in community development initiatives remains strong despite more
difficult economic conditions in the host countries;

8. The level of public trust in local public authorities remains high, including from the part of
migrants and entrepreneurs;
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9. Previous SDC funded interventions at local level provide positive practices of migrants’
engagement in local development, determining Diaspora and LPAs to further test the model
and implement joint local development initiatives.

3.4 Stakeholder engagement

Ministry of Economic Development and Digitalization (MDED) is a strategic partner for the
Project, with significant influence over SMEs' policy frameworks and the adoption of innovative
clustering approaches. As the principal authority responsible for economic policy and digital
transformation, MDED has a direct stake in ensuring the success of the Project’s outputs. MDED's
interest is driven by its mandate to strengthen the SME sector, enhance competitiveness, and
integrate Moldova into regional and global value chains. Its prior collaboration with the Project during
Phase 1 on the Industrialization Program has demonstrated its commitment to these goals.
Moreover, MDED’s role is critical in shaping and endorsing SMEs' economic policy
recommendations and ensuring the integration of public financing mechanisms for clusters into
national economic programmes. As the primary policymaker, MDED holds substantial influence in
mobilizing political support for the promotion of clustering approaches, institutionalizing these
models, and embedding them into Moldova’s broader economic policy framework.

The Ministry of Agriculture and Food Industry (MAFI) is an important stakeholder in the Project
due to its oversight of many economic sectors represented in both existing and future clusters. MAFI
aligns with the Project’s vision of fostering cooperation and coordinated action among agricultural
producers to strengthen the competitiveness of Moldova's agricultural sector. The Ministry has a
strategic interest in the Project, as its results directly support MAFI’s strategic objectives, including
enhancing productivity, competitiveness, safety, and resilience in the agri-food sector. MAFI is
expected to leverage the Project's outputs to achieve its quantitative targets and implement policies
that advance these goals, particularly through clustering initiatives. Notably, the dairy cluster
established during Phase 1 has demonstrated the potential for sectoral transformation, while
forthcoming clusters in livestock or vegetables are poised to further showcase the benefits of
clustering. As Moldova progresses in its European accession negotiations, MAFI’s role in aligning
agricultural practices with EU standards and fostering innovation becomes even more critical. The
Project’s alignment with these priorities underscores the Ministry’s strategic interest in its success.

Ministry of Labour and Social Protection (MLSP) is an important stakeholder in the Project due
to its role in promoting employment and social inclusion at the national and regional levels. The
Project will support job creation in Moldova’s regions, aligning with MLSP's objectives to improve
labour market opportunities and integration, particularly for vulnerable groups. The MLSP is
expected to benefit from the adoption of relevant international practices, evidence-based analysis,
and improved policy frameworks for regional job creation and labour market development.

State Chancellery (SC) is an important stakeholder, as it is mandated with the promotion,
coordination, and oversight of the implementation of the National Program for the (Re)integration of
Migrants. In this capacity, the SC plays a central role in ensuring the effective alignment of Project
activities with the program's objectives, particularly in fostering sustainable reintegration pathways
for migrants, including at local level. Its leadership in monitoring and guiding the programme’s
implementation reinforces its strategic influence and strategic interest in the Project's success.

Diaspora Relations Bureau (BRD) - while part of the SC, the BRD is seen in the Project as a
distinct stakeholder overseeing the diaspora, migration, and development policy coordination in the
country. The BRD relevance for the Project Outputs stems from its institutional mandate, as well as
from its fact that many of the MiDL models tested previously still require further methodological
guidance and support. The previous MIDL projects benefited of good cooperation with BRD,
ensuring and contributing to a strong synergy between SDC-funded interventions at both, local and
national levels. The relationship is expected to continue and strengthen as part of the proposed
Project, considering BRD stakes concerning the National Program for (re)integration of the migrants,
in which it plays a central implementing role.

Organization for Entrepreneurship Development (ODA) is the policy implementation arm of the
MDED in the area of SMEs, focusing on financing and capacities building. ODA is expected to
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demonstrate interest and readiness to contribute to piloting new financing, capacity building and
extension mechanisms and to gain insights from this process to enhance its own SMEs development
programmes. Additionally, it is anticipated that ODA will actively cooperate during the amendment
of its programmes to ensure the eligibility of clusters for public financing, aligning with the Project’s
objectives and supporting the sustainable development of cluster initiatives.

National Employment Agency (NEA) is a long-standing partner of UNDP and serves as the
governmental body responsible for employment service delivery to end users across all geographic
areas of the country. Within the framework of this Project, the focus will be on supporting the
territorial offices of NEA to strengthen their capacity for delivering employment services at the local
level. The Project will contribute to updating work methodologies, improving business processes
and facilities, and enhancing the continuous professional development of staff within these offices.
These efforts will ensure that NEA’s territorial offices are better equipped to address local
employment challenges and foster job creation and retention at the community level. Capacity-
building initiatives will be tailored to the needs of these offices to maximize their impact and ensure
their effective contribution to labour market integration and the implementation of employment
policies.

Invest Moldova Agency (IMA) areas of focus include promoting the country brand, supporting and
protecting investments, export promotion and strengthening economic diplomacy. These strategic
priorities position IMA as a highly relevant partner for the Project, particularly in activities related to
the identification of local investment needs and the promotion of investment opportunities and
exports. By leveraging IMA's expertise and network, the Project can align its initiatives with national
investment promotion strategies, ensuring greater visibility and attractiveness of Moldova'’s regions
and clusters to potential investors. Additionally, IMA’s involvement will strengthen the connection
between local economic development initiatives and international investment flows, amplifying the
impact of the Project.

SMEs, private sector representatives and business associations (entrepreneurs). The Project
will produce tangible results benefiting the entrepreneurs both from targeted communities and from
the rest of the country. Locally, the entrepreneurs will be among the main Project beneficiaries, due
to training and capacity building activities, as well as following the development of the value chains
they are part of. The nation-wide impact on entrepreneurs of the Project will stem from its policy-
related components which will be designed to bring systemic and lasting changes in the business
climate.

Local Public Authorities from target communities and micro-regions (LPAs) are important
institutional stakeholders, given their central role in local governance and previous engagement in
SDC-supported initiatives. LPAs possess the necessary resources and local influence to drive the
successful implementation of local interventions. Moreover, their involvement is crucial for identifying
and strengthening local and regional value chains. However, LPAs may also act as restrainers of
change due to several reasons. Firstly, limited financial and human resources often constrain their
ability to fully engage in or prioritize new initiatives. Secondly, some LPAs may perceive the Project
as an additional administrative burden or be hesitant to adopt new approaches that challenge
traditional methods or require significant adaptation. Lastly, a lack of alignment between the
Project's goals and the immediate priorities of LPAs—such as addressing pressing local issues like
infrastructure—may lead to resistance or reluctance to fully commit. To address these challenges,
the Project will need to invest in building trust and strengthening the capacity of LPAs to actively
participate. Clear communication about the benefits of the interventions and efforts to align Project
activities with the pressing priorities of LPAs will be essential for overcoming resistance and ensuring
their full engagement.

Food and Agriculture Organization (FAO) is a key Project implementing partner, with its primary
focus on supporting household producers and smallholder farmers. FAO’s expertise and initiatives
align with the Project’s objectives, especially in fostering agricultural development and resilience at
the grassroots level. Close coordination with FAO will be critical to ensuring co-benefits and synergy
within the broader SDC Programme. This collaboration will leverage FAQ's technical knowledge,
resources, and network to strengthen the impact of the Project, aligning efforts in areas such as
capacity building, sustainable agricultural practices, and inclusive value chain development.
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International Labour Organisation (ILO). The Project will ensure further close coordination and
communication with the ILO prior to institutional stakeholders’ engagement during the
implementation of labour support activities which require co-benefits and synergy of expertise/
scope.

3.5 South-South and Triangular Cooperation

SSC/TrC in the Project shall manifest by ensuring transfer of best available knowledge and
experience to relevant recipients and by communicating about and inspire other interested
countries/entities to take over the Moldovan experience gained as part of this Project. SSC/TrC shall
be particularly indispensable for promotion of results achieved as part of the humanitarian-
development-peace nexus. In this regard, SCC/TrC shall be used to showcase to the international
community, during various international fora, conferences, seminars, to spread knowledge and
information about the flagship examples and practices to be accumulated as part of this Project.

On the Project receiving end, the SSC/TrC shall take forms best suited for achieving the desired
results, here including peer-to-peer support, adoption of best international practices, study visits,
peer-reviews, and access to top-level expertise to support the jobs creation and SMEs development
within the beneficiary micro-regions and clusters. As the Project aims to further support
(re)integration of migrants and war refugees, the SSC/TrC shall be used to inspire and trigger a
proactive attitude among local stakeholders to engage migrants and refugees in local development
processes.

3.6 Knowledge

The Project will allocate resources to the development and dissemination of knowledge products,
which will be essential for replication and national scaling up during and beyond the project
timespan. A range of knowledge products will be produced as part of the project: including guidelines
on assessment of value chains, mapping of local investment needs and potential, and design of
investment promotion packages. These products will serve as valuable tools for sharing best
practices, lessons learned, and innovative approaches, thereby supporting broader adoption and
long-term impact across various regions and sectors.

Additionally, the analytical results from value chain assessments and identification of regional
competitiveness factors for SMART specialization will yield high level expertise and actionable
findings. These will include and policy recommendations aimed at enhancing economic growth and
development.

The Project also plans to conduct quantitative impact evaluations using statistical designs for
baseline and follow-up studies or surveys in the targeted communities and a comparator group. The
insights gained from these evaluations on effective interventions under various circumstances will
serve as valuable knowledge products. These findings will inform subsequent phases of the project,
and influence the interventions of other development partners and public policy efforts.

3.7 Sustainability and scaling up

The process initiated by the Project is anticipated to generate significant implications at national
regional and local levels, impacting policy, legislation, coordination, institutional frameworks and
service provision channels. Local public authorities, SMEs, CSOs, community leaders and members
will be directly and fully engaged in the project activities, including the development of the program
and participation in training and capacity building initiatives. This involvement will ensure strong local
ownership of the project outputs.

This sustainability vision aligns with the EU’s cluster development sustainability
recommendations from the 2024 EU-Moldova Conference on Clusters in Chisinau (first of such
organized by EU in a non-member state), emphasizing robust, self-sustaining cluster ecosystems
as drivers of growth and integration. By operationalizing these recommendations along with the
"European Moldova 2030" National Strategy and the EU-Moldova Integration roadmap, the Project
pursues the advancement of a scalable framework that strengthens clusters across all regions and
priority sectors. This approach maximizes their impact, aligns Moldova with EU standards, and
increases its capacity to absorb EU support for sustainable growth.
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These stakeholders will develop the SKATE, crucial for the long-term and sustainable, resilient and
inclusive economic development at local and micro-regional levels. The skills, knowledge and tools
provided will be designed to be further consolidated, scaled up and potentially transferred by the
project beneficiaries to other stakeholders, both within and beyond targeted micro-regions and
clusters.

Planning for sustainability from the outset allows the project to address potential challenges, secure
long-term resources, and build capacities that will enable clusters to become self-sustaining, resilient
entities that contribute to Moldova’s economic development.

Ensuring financial sustainability is essential, and one of the primary strategies will be to enhance
clusters’ access to public financing. The project will provide the necessary expertise to support
the Government of Moldova in updating its programmes, incorporating eligibility criteria specifically
for cluster-based initiatives. This will include amendments to government operational manuals and
regulations, ensuring clusters have access to public funding. By embedding clusters into national
funding mechanisms, the project guarantees that cluster activities will continue to receive support,
fostering their long-term development and financial resilience.

Business associations will play an important role in the project implementation architecture by
expanding their internal capacities to support the clustering approach. The project will assist BAs in
developing additional business support services tailored to the needs of cluster initiatives,
including advisory, mentorship, and networking services. By strengthening their operational
frameworks and fostering their active engagement in project activities, BAs will act as intermediaries
to facilitate collaboration among SMEs, promote cluster-based innovation, and contribute to scaling
up cluster models across Moldova. Their enhanced capacity will ensure that Moldovan businesses
are better equipped to capitalize on opportunities within national and international value chains.

Beyond 2029, it is crucial for the established clusters to continue prospering and be eligible for
further support from international bodies such as the European Commission. The project will equip
clusters with the necessary capacities to seek funding from initiatives like Euroclusters and the
European Clusters Collaboration Platform. By aligning with European standards and building
their eligibility, Moldovan clusters will gain access to essential resources, enhancing their ability to
innovate, grow, and integrate into European and global value chains, securing a sustainable future.

Additionally, the project will explore the establishment of a Moldova National Cluster
Association to provide institutional support for clusters. This umbrella organization would represent
Moldovan clusters, advocating for their needs and facilitating their engagement in regional and
interregional value chains, especially within the Danube and Black Sea regions. By fostering
collaboration among clusters and promoting their integration into international markets, the
association will play an important role in ensuring the long-term success and sustainability of cluster
initiatives across Moldova.

End of Project Vision

The long-term, strategic vision of the programme is to establish a robust, sustainable, and self-reliant
cluster ecosystem in Moldova that drives resilient and inclusive economic development. By the end
of Phase 2, the programme aims to ensure that clusters are fully institutionalized and embedded
into national and regional economic frameworks, with a clear pathway for their growth and
integration into European and global value chains.

The ultimate goal is for Moldovan clusters to act as innovation hubs that foster collaboration,
entrepreneurship, and knowledge-sharing among SMEs, public authorities, CSOs, and other
stakeholders.

The sustainability of the intervention will be demonstrated through the establishment of mechanisms
such as access to public and international funding, enhanced capacities of local actors and business
associations, and the operationalization of the Moldova National Cluster Association. These
mechanisms will ensure that clusters are capable of adapting to emerging challenges, securing
resources, and continuously contributing to Moldova’s economic and social resilience.

After 2029, the Moldova National Cluster Association will need to be capacitated to act as a central
coordinating body and advocate for the cluster ecosystem, ensuring the alignment of clusters with
national and international development priorities. It will provide strategic guidance, promote
knowledge exchange, and support clusters in accessing funding opportunities and establishing
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partnerships across regional and global value chains. By fostering cross-sectoral collaboration and
representing Moldovan clusters in international platforms, the association will play an important role
in sustaining the impact of the project and driving long-term economic growth and innovation.

The project’s intervention lies in its ability to transform Moldova's economic landscape by embedding
a culture of innovation, cooperation, and resilience within local ecosystems. Beyond operational
sustainability, the project aims to create a paradigm shift in how businesses, local authorities, and
civil society collaborate to drive development. By fostering a systemic change in policymaking,
institutional practices, and private-sector engagement, the intervention will leave behind a dynamic
and adaptive cluster model that serves as a blueprint for future economic strategies. This
transformation will ensure that Moldova continues to benefit from the project’s outcomes, including
increased competitiveness, stronger economic networks, and an enhanced ability to respond to
emerging global challenges, thereby securing its position as an integral part of European and global
value chains.
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4 Project Management

4.1.

The proposed strategy is expected to deliver maximum results while making the best use of available
resources. The Project team will look for synergies with other projects that might allow for joint
activities and for cost-sharing of the activities to achieve higher value for money, as well as involve
the cost-saving Long-Term Agreements with certain categories of service/goods providers available
to the UN Moldova Country Team Agencies due to existing arrangements within the UNDP Moldova
Country Office.

Cost Efficiency and Effectiveness

The Project will be under implemented following UNDP Direct Implementation Modality (DIM) in
accordance with UNDP rules and regulations.

UNDP CO will ensure Project accountability, transparency, effectiveness, and efficiency in
implementation. UNDP will provide support in administrative and financial matters as described
below:

Support Services Schedule for the | Cost to UNDP Amount and
provision of the of providing method of
Support such Support reimbursement
Services Services of UNDP
Payments, disbursement, and other financial As agreed in the | Cost-recovery | Periodic billing
transactions, including direct payments, budget | Annual based on based on actual
revisions, etc. Workplan (AWP) | UNDP staff costs and
Recruitment of staff, Project personnel and from the Universal agreed
consultants, including creation of vendors, inception to Price Listand | percentage
selection and recruitment of expertise, closure of the Local Price
Project List

personnel management services and banking
administration, etc.

Procurement of services and goods, including
evaluation, proceeding through CAP,
contracting, disposal and/or transfer of
equipment and assets, customs clearance, etc.

Travel support, including travel arrangements
and authorization, ticket, visa and booking
requests, F10 settlement, etc.

Organization of conferences, workshops, and
trainings, etc.

Communication support, etc.

The project audit will be conducted accordance with the UNDP’s audit policy to manage financial
risks.
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5 Results Framework

The Results Framework is developed in full compliance with the information described in this
Project Document and is attached separately to this document (Annex 1).

6 Monitoring and Evaluation

The implementation and monitoring of the Project activities will be carried out by UNDP in
accordance with its applicable regulations, rules, directives, and procedures. The regular monitoring
of the Project will be undertaken based on the Monitoring, Evaluation and Learning (MEL) framework
developed for this specific Project, in line with UNDP and SDC requirements.

Its main goal would be to ensure regular feedback on implementation, early identification of potential

problems to facilitate timely adjustments to on-going activities. This framework will include M&E
arrangements at different stages of implementation and different levels of intervention, aimed at
ensuring more comprehensive evidence of activities planned and results delivered, based on
specific qualitative and quantitative data.

Also, the monitoring efforts, with emphasis on systematic assessment at the Project level, will
provide the basis for making decisions and taking actions, and shall provide indispensable
information and data for evaluations. Both quantitative and qualitative data will be collected in order
to track implementation progress. The data shall elaborate on people’s perception of access to
services, information, and participation in local governance. Such data will be extracted from Project
reports, surveys (a baseline and end-line opinion polls to be conducted at the beginning and
repeated at the end of the Project), in-depth interviews with Project stakeholders and beneficiaries,
training assessment results, central and local governments’ records, and other.

The MEL framework shall disaggregate data for gender, youth, unemployed, people with disabilities,
diaspora, labour migrants and returnees, geographic areas (in line with the specifics of each Project
component) to assess the impact of the Project. This information shall be used to enhance focus on
vulnerable groups and ensure that each of them are contributing to and benefiting from the Project
interventions.

A final Project Evaluation shall be performed at the end of the Project by an independent team of
evaluators to be contracted by SDC to measure results against targets set, positive changes
embraced by the Project stakeholders, and evaluate the prospects of durability of results and
formulate support exit strategies.

The M&E framework shall be complemented by a Learning monitoring compartment. The Project
will use it to analyze evidence from program implementation and act on learnt lessons to inform
program management.

The Project strategy involves creating learning opportunities for all its beneficiaries, as part of all
Project Outcomes, through:

= Organizing regular thematic meetings, networking events and exchange of best practices,
throughout the implementation cycle;

= engaging private and public stakeholders with a palpable record of achievements in mentoring
and coaching their peers;

= disseminating of knowledge and learning materials, and

= assessing learning progress achieved by beneficiaries of all capacity building activities.

The MEL will fall under the direct responsibility of the Project Manager, who will be responsible for
the overall data collection and verification process, establishing templates and procedures for
accurate documentation and data collection process. Project Officers shall be responsible for
component related data sub-sets on Project activities.

At the same time, Quality Assurance through regular and thorough monitoring of Project progress
shall be performed by UNDP Moldova’s Inclusive Growth Programme Specialist (Cluster Lead),
Officer and Associate.

Audit: The Project will be audited in compliance with the UN internal policy on audit.
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6.1. Monitoring Plan
Monitoring .
Activity Purpose Frequency Expected Action
Progress data against the results
indicators in the Results Framework
Track results | will be collected and analyzed to o Slower thar_}lebxpecétoelzd g
progress assess the progress of the Projectin | Quarterly Erogress ‘t"" ea reSfe
achieving the agreed Outputs. y Froject management.
Identify specific risks that may
threaten achievement of intended
results. Identify and monitor risk Risks are identified by
management actions using a risk log. Project management and
Monitor and This includes monitoring measures actions are taken to
Manage Risk and plans that may have been Quarterly manage risk. The risk log is
9 required as per UNDP’s Social and actively maintained to keep
Environmental Standards. Audits will track of identified risks and
be conducted in accordance with actions taken.
UNDP’s audit policy to manage
financial risk.
Knowledge, good practices, and Relevant lessons are
lessons will be captured regularly, as .
Learn well as actively sourced from other Annually ,[C:;r?fnd dbljlséh detsriﬁjl‘ec})?;]
projects and partners and integrated management decisions
back into the Project. g '
The quality of the Project will be Areas of strength and
Annual assessed against UNDP’s quality weakness will be reviewed
Project standards to identify Project strengths Annuall by Project management
Quality and weaknesses and to inform y and used to inform
Assurance management decision making to decisions to improve
improve the project. Project performance.
Performance data, risks,
Review and Internal review of data and evidence I;ziﬁgiég%d ?ﬁglg):ov_\gl(lztbe
Make Course | from all monitoring actions to inform Annually Steerin Co?;mittee )
Corrections decision making. and usged to make course
corrections.
A Progress Report will be presented
to the Project Steering Committee
and key stakeholders, consisting of
. Annually,
progress data showing the results and at the
. achieved against pre-defined annual
Project end of the
targets at the output level, the annual .
Report . ) X Project
Project quality rating summary, an (Final
updated risk long with mitigation Report)

measures, and any evaluation or
review reports prepared over the
period.
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The Project’s governance mechanism
(Project Steering Committee) will hold
regular Project reviews to assess the
performance of the Project and review
the Multi-Year Work Plan to ensure

Any quality concerns or
slower than expected

Erec\)/Ji?a(\:/\s realistic budgeting over the life of the progress should be
Proiect project. At least dlscu_ssed by thg Project
(Steejring In the Project’s final year, the Project | annually Steering Committee and
Committee) Steering Committee shall hold an management actions
end-of Project review to capture agreed to address the
lessons learned and discuss issues identified.
opportunities for scaling up and to
socialize Project results and lessons
learned with relevant audiences.
6.2. Evaluation Plan
_ Relate(_j Planned _ Cost and
Evall_Jat|on P_ar_tn_ers Strategic | UNSDCF/CPD Completion Key Evaluation Source
Title (if joint) Plan Outcome Stakeholders of
Output Date Funding
Local and
Final Output 31 vt Project
ina utpu authorities rojec
Evaluation na 1.2 Outcome 3 December Private Sector Budjget
2028 .
Representatives
Civil Society

7 Multi-Year Work Plan

The Multi-Year Work Plan is developed in full compliance with the information described in this
Project Document and is attached separately to this document (Annex 2).
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8 Governance and Management Arrangements

The Project will be carried out under a Direct Implementation Modality (DIM). UNDP Country Office
in Moldova (UNDP CO) will be the Implementing Partner of this project and will be responsible for
producing outputs and use of resources. UNDP CO will ensure Project accountability, transparency,
effectiveness, and efficiency in the implementation of the project.

Project Steering Committee

Project Assurance Senior Supplier
UNDP Country Office UNDP
Portfolio Manager SDC

Programme Associate

Project Manager |

Policy Component
Manager

Local Development
Officer

Communication
Analvst

Project Support Team

Finance Associate

Project Assistant Driver/Clerk

Project Steering Committee (PSC) role will be to oversee the implementation of the project,
providing overall guidance and directions will be responsible for making consensus-based decisions,
in particular when guidance is required by the Project Manager (PM).

The PSC will be responsible for providing strategic guidance to the Project, overseeing progress,
reviewing, and approving of the Annual Reports, Work Plans, as well as the final Report. The PSC
will be joint for both UNDP and FAO components of PRIM project.

The PSC will be convened at least once per year and will be comprised of the representatives of
Swiss Agency for Development and Cooperation, UNDP, FAO, ILO, Ministry of Economy and
Digitalization, Ministry of Agriculture and Food Industry, SC, and Federation of Farmers— as PSC
Members. Representatives of other organizations / agencies relevant for the projects can be invited
to the PSC meetings to share information and participate in the discussions, whenever necessary.
The UNDP and FAO shall co-chair the PSC meetings and, accordingly, ensure the secretarial
support of the PSC on rotation basis, by preparing the agenda and all necessary information and
materials, invite the participants, prepare minutes and provide other logistical support as requested
(i.e. ensure the availability of necessary equipment, etc.).

The effective and efficient implementation of all activities will be ensured through a Project Support
Team (PST) that will be staffed in line with the UNDP rules and regulations.

The PST will include:
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= One Project Manager, who (for cost-efficiency purposes) will cumulate the functions of the Local
Development Component Manager (Outcome 2);

= One Policy Component Manager (Outcomes 1);

= Two Project Officers (titled as Local Development Officer and Communication Analyst), who will
provide substantive support in areas such as capacity building, private sector support, local
services, communication, and outreach;

= One Finance Associate, one Project Assistant and one Driver/Clerk, who will provide financial,
administrative, and technical support to the whole implementation team.

The PST will ensure close coordination of the Project activities with other relevant programmes,
Projects, and initiatives to avoid possible duplication. The PST will ensure results-based Project
management and successful implementation of the Project, close monitoring and evaluation of
Project progress, observance of procedures, transparency and efficient use of funds, quality of
works, and the involvement of national and local stakeholders in the decision-making processes.

Operational Joint Work Group: To ensure effective coordination and oversight, an operational
joint work group will be set up with the participation of UNDP, FAO, and the Swiss Cooperation
Office in Moldova to track progress in project implementation. This work group will serve as a
platform for regular discussions on project activities, emerging challenges, and strategic
adjustments. From time to time, the ILO will also be invited to participate in meetings when the
agenda relates to employment issues.

2025-2029

Members:
SDC, UNDP, FAO, ILO, MED, MAFI, SC and Federation of Farmers

|

SDC/UNDP/FAO

The Quality Assurance role for the Project, on behalf of UNDP, will be ensured by the UNDP Country
Office through the Programme Specialist, Programme Associate, and Programme Analyst, ensuring
that risks and implementation-related issues are properly managed and monitored, and
progress/financial Reports are prepared and submitted on time, and according to standards in terms
of format and content quality, and submitted to the Project Steering Committee and the Donor.

Short-term international and local experts will be involved by the PST with the overall purpose to
provide technical advisory support to the whole Project team for ensuring effective and efficient
implementation of Project results in line with international best practices as well as relevant high-
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level policy guides. The short-term national and international specialists will have the responsibility
of specialized technical support to the Project areas required by the Project. For specific gender
issues UNDP will contract additional expertise.

9 Legal Context

This Project Document shall be the instrument referred to as such in Article 1 of the Standard Basic
Assistance Agreement between the Government of Moldova) and UNDP, signed on October 2,
1992. All references in the SBAA to “Executing Agency” shall be deemed to refer to “Implementing
Partner” as such term is defined and used in this document.

This Project will be implemented by the State Chancellery (“Implementing Partner”) in accordance
with its financial regulations, rules, practices, and procedures only to the extent that they do not
contravene the principles of the Financial Regulations and Rules of UNDP. Where the financial
governance of an Implementing Partner does not provide the required guidance to ensure best value
for money, fairness, integrity, transparency, and effective international competition, the financial
governance of UNDP shall apply.

10 Risk Management

1. UNDP as the Implementing Partner will comply with the policies, procedures and practices of the
United Nations Security Management System (UNSMS.)

2. UNDP as the Implementing Partner will undertake all reasonable efforts to ensure that none of
the PRIM project funds?! received pursuant to the Project Document are used to provide support to
individuals or entities associated with terrorism, that the recipients of any amounts provided by
UNDP hereunder do not appear on the United Nations Security Council Consolidated Sanctions
List, and that no UNDP funds received pursuant to the Project Document are used for money
laundering activities. The United Nations Security Council Consolidated Sanctions List can be
accessed via https://www.un.org/securitycouncil/content/un-sc-consolidated-list. This provision
must be included in all sub-contracts or sub-agreements entered into under this Project Document.

3. Social and environmental sustainability will be enhanced through application of the UNDP Social
and Environmental Standards (http://www.undp.org/ses) and related Accountability Mechanism
(http://www.undp.org/secu-srm).

4. UNDP as the Implementing Partner will: (a) conduct project and programme-related activities in a
manner consistent with the UNDP Social and Environmental Standards, (b) implement any management
or mitigation plan prepared for the project or programme to comply with such standards, and (c) engage
in a constructive and timely manner to address any concerns and complaints raised through the
Accountability Mechanism. UNDP will seek to ensure that communities and other project stakeholders
are informed of and have access to the Accountability Mechanism.

5. In the implementation of the activities under this Project Document, UNDP as the Implementing
Partner will handle any sexual exploitation and abuse (“SEA”) and sexual harassment (“SH”)
allegations in accordance with its regulations, rules, policies and procedures.

6.All signatories to the Project Document shall cooperate in good faith with any exercise to evaluate any
programme or project-related commitments or compliance with the UNDP Social and Environmental
Standards. This includes providing access to project sites, relevant personnel, information, and
documentation.

7. UNDP as the Implementing Partner will ensure that the following obligations are binding on each
responsible party, subcontractor, and sub-recipient:

21 To be used where UNDP is the Implementing Partner
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a. Consistent with the Article 11l of the SBAA, the responsibility for the safety and security of
each responsible party, subcontractor and sub-recipient and its personnel and property, and
of UNDP’s property in such responsible party’s, subcontractor’s and sub-recipient’s custody,
rests with such responsible party, subcontractor and sub-recipient. To this end, each
responsible party, subcontractor and sub-recipient shall:

I.put in place an appropriate security plan and maintain the security plan, taking into account
the security situation in the country where the project is being carried;

ii.assume all risks and liabilities related to such responsible party’s, subcontractor’s and sub-
recipient’s security, and the full implementation of the security plan.

b. UNDP reserves the right to verify whether such a plan is in place, and to suggest
modifications to the plan when necessary. Failure to maintain and implement an appropriate
security plan as required hereunder shall be deemed a breach of the responsible party’s,
subcontractor’s and sub-recipient’s obligations under this Project Document.

c. Each responsible party, subcontractor and sub-recipient (each a “sub-party” and together
“sub-parties”) acknowledges and agrees that UNDP will not tolerate sexual harassment and
sexual exploitation and abuse of anyone by the sub-parties, and other entities involved in
Project implementation, either as contractors or subcontractors and their personnel, and any
individuals performing services for them under the Project Document.

(a) In the implementation of the activities under this Project Document, each sub-party shall
comply with the standards of conduct set forth in the Secretary General’s Bulletin
ST/SGB/2003/13 of 9 October 2003, concerning “Special measures for protection from
sexual exploitation and sexual abuse” (“SEA”).

(b) Moreover, and without limitation to the application of other regulations, rules, policies and
procedures bearing upon the performance of the activities under this Project Document, in
the implementation of activities, each sub-party, shall not engage in any form of sexual
harassment (“SH”). SH is defined as any unwelcome conduct of a sexual nature that might
reasonably be expected or be perceived to cause offense or humiliation, when such conduct
interferes with work, is made a condition of employment or creates an intimidating, hostile or
offensive work environment. SH may occur in the workplace or in connection with work.
While typically involving a pattern of conduct, SH may take the form of a single incident. In
assessing the reasonableness of expectations or perceptions, the perspective of the person
who is the target of the conduct shall be considered.

d. In the performance of the activities under this Project Document, each sub-party shall (with
respect to its own activities), and shall require from its sub-parties (with respect to their
activities) that they, have minimum standards and procedures in place, or a plan to develop
and/or improve such standards and procedures in order to be able to take effective
preventive and investigative action. These should include: policies on sexual harassment
and sexual exploitation and abuse; policies on whistleblowing/protection against retaliation;
and complaints, disciplinary and investigative mechanisms. In line with this, sub-parties will
and will require that their respective sub-parties will take all appropriate measures to:

(i) Prevent its employees, agents or any other persons engaged to perform any services
under this Project Document, from engaging in SH or SEA;

(i) Offer employees and associated personnel training on prevention and response to SH
and SEA, where sub-parties have not put in place its own training regarding the prevention
of SH and SEA, sub-parties may use the training material available at UNDP;

(iii) Report and monitor allegations of SH and SEA of which any of the sub-parties have been
informed or have otherwise become aware, and status thereof;

(iv) Refer victims/survivors of SH and SEA to safe and confidential victim assistance; and
(v) Promptly and confidentially record and investigate any allegations credible enough to
warrant an investigation of SH or SEA. Each sub-party shall advise UNDP of any such
allegations received and investigations being conducted by itself or any of its sub-parties
with respect to their activities under the Project Document, and shall keep UNDP informed
during the investigation by it or any of such sub-parties, to the extent that such notification
(i) does not jeopardize the conduct of the investigation, including but not limited to the safety
or security of persons, and/or (ii) is not in contravention of any laws applicable to it. Following
the investigation, the relevant sub-party shall advise UNDP of any actions taken by it or any
of the other entities further to the investigation.

e. Each sub-party shall establish that it has complied with the foregoing, to the satisfaction of
UNDP, when requested by UNDP or any party acting on its behalf to provide such
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confirmation. Failure of the relevant sub-party to comply of the foregoing, as determined by
UNDP, shall be considered grounds for suspension or termination of the Project.

f. Each responsible party, subcontractor and sub-recipient will ensure that any project activities
undertaken by them will be implemented in a manner consistent with the UNDP Social and
Environmental Standards and shall ensure that any incidents or issues of non-compliance
shall be reported to UNDP in accordance with UNDP Social and Environmental Standards.

g. Each responsible party, subcontractor and sub-recipient will take appropriate steps to
prevent misuse of funds, fraud, corruption or other financial irregularities, by its officials,
consultants, subcontractors and sub-recipients in implementing the project or programme or
using the UNDP funds. It will ensure that its financial management, anti-corruption, anti-
fraud and anti money laundering and countering the financing of terrorism policies are in
place and enforced for all funding received from or through UNDP.

h. The requirements of the following documents, then in force at the time of signature of the
Project Document, apply to each responsible party, subcontractor and sub-recipient: (a)
UNDP Policy on Fraud and other Corrupt Practices (b) UNDP Anti-Money Laundering and
Countering the Financing of Terrorism Policy; and (c) UNDP Office of Audit and
Investigations Investigation Guidelines. Each responsible party, subcontractor and sub-
recipient agrees to the requirements of the above documents, which are an integral part of
this Project Document and are available online at www.undp.org.

i. In the event that an investigation is required, UNDP will conduct investigations relating to
any aspect of UNDP programmes and projects. Each responsible party, subcontractor and
sub-recipient will provide its full cooperation, including making available personnel, relevant
documentation, and granting access to its (and its consultants’, subcontractors’ and sub-
recipients’) premises, for such purposes at reasonable times and on reasonable conditions
as may be required for the purpose of an investigation. Should there be a limitation in meeting
this obligation, UNDP shall consult with it to find a solution.

j. Each responsible party, subcontractor and sub-recipient will promptly inform UNDP as the

Implementing Partner in case of any incidence of inappropriate use of funds, or credible
allegation of fraud, corruption other financial irregularities with due confidentiality.
Where it becomes aware that a UNDP project or activity, in whole or in part, is the focus of
investigation for alleged fraud/corruption, each responsible party, subcontractor and sub-
recipient will inform the UNDP Resident Representative/Head of Office, who will promptly
inform UNDP’s Office of Audit and Investigations (OAl). It will provide regular updates to the
head of UNDP in the country and OAI of the status of, and actions relating to, such
investigation.

k. Choose one of the three following options:

Option 1: UNDP will be entitled to a refund from the responsible party, subcontractor or sub-
recipient of any funds provided that have been used inappropriately, including through fraud
corruption, other financial irregularities or otherwise paid other than in accordance with the
terms and conditions of this Project Document. Such amount may be deducted by UNDP
from any payment due to the responsible party, subcontractor or sub-recipient under this or
any other agreement. Recovery of such amount by UNDP shall not diminish or curtail any
responsible party’s, subcontractor's or sub-recipient’s obligations under this Project
Document.

Where such funds have not been refunded to UNDP, the responsible party, subcontractor or
sub-recipient agrees that donors to UNDP (including the Government) whose funding is the
source, in whole or in part, of the funds for the activities under this Project Document, may
seek recourse to such responsible party, subcontractor or sub-recipient for the recovery of
any funds determined by UNDP to have been used inappropriately, including through fraud,
corruption or other financial irregularities, or otherwise paid other than in accordance with
the terms and conditions of the Project Document.

Note: The term “Project Document” as used in this clause shall be deemed to include any
relevant subsidiary agreement further to the Project Document, including those with
responsible parties, subcontractors and sub-recipients.

I.  Each contract issued by the responsible party, subcontractor or sub-recipient in connection

with this Project Document shall include a provision representing that no fees, gratuities,
rebates, gifts, commissions or other payments, other than those shown in the proposal, have
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been given, received, or promised in connection with the selection process or in contract
execution, and that the recipient of funds from it shall cooperate with any and all
investigations and post-payment audits.

m. Should UNDP refer to the relevant national authorities for appropriate legal action any
alleged wrongdoing relating to the project or programme, the Government will ensure that
the relevant national authorities shall actively investigate the same and take appropriate legal
action against all individuals found to have participated in the wrongdoing, recover and return
any recovered funds to UNDP.

n. Each responsible party, subcontractor and sub-recipient shall ensure that all of its obligations
set forth under this section entitled “Risk Management” are passed on to its subcontractors
and sub-recipients and that all the clauses under this section entitled “Risk Management
Standard Clauses” are adequately reflected, mutatis mutandis, in all its sub-contracts or sub-
agreements entered into further to this Project Document.
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11 Annexes

Joint UNDP-FAO Results Framework

Multi-Year Work Plan

Project Risk Matrix

Project Quality Assurance Report

Terms of Reference for the Project Steering Committee
ToRs for key management positions

N o g~ w NP

Social and Environmental Screening

42



	List of abbreviations
	1 Development Challenge
	2 Strategy
	2.1. Context
	2.2. Lessons learnt
	2.3. Implementation approaches
	2.4. Project Outcomes
	2.4 Policy advocacy

	3 Results and Partnerships
	3.1. Expected results
	Project Outputs and indicative activities
	3.2 Resources required
	3.3 Risks and assumptions
	3.4 Stakeholder engagement
	3.5 South-South and Triangular Cooperation
	3.6 Knowledge
	3.7 Sustainability and scaling up

	4 Project Management
	4.1. Cost Efficiency and Effectiveness

	5 Results Framework
	6 Monitoring and Evaluation
	6.1. Monitoring Plan
	6.2. Evaluation Plan

	7 Multi-Year Work Plan
	8 Governance and Management Arrangements
	9 Legal Context
	10 Risk Management
	11 Annexes

		2025-04-23T11:57:56-0700
	Digitally verifiable PDF exported from www.docusign.com




