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FOREWORD

And if you do not learn from the
past, the past will be the future.

In order not to recreate history,
we have to look at our experience.
How many generations does it take to
generate experience? In principle it
takes only one, because the young gen-
eration of today will be the leaders of
tomorrow.

This year the National Human De-
velopment Report argues that human
beings are the first priority in the de-
velopment process — economic
growth and the economy itself being
no more than a means towards achiev-
ing human development. A. Schopen-
hauer wrote, “man’s inner wealth is
more important than the objects he
owns.” However, in a post-socialist
country where several generations have
lived with the expectation of a bright-
er future, one cannot ignore an ex-
amination of economic developments
under the current conditions of tran-
sition.

The foundations of sustainable hu-
man development should be laid down

today, and many of them — such as
employment opportunities, household
income, and social protection — are
factors of an economic nature. As one
componente of human security, eco-
nomic security stresses capacity to sus-
tain life and the creativity of the each
individual, family or community. Con-
versely, the multiplication of such
problems as poverty, starvation, dis-
ease, illiteracy, crime and xenopho-
bia can have serious consequences for
human security.

1999 is the UN Year of the Elderly.
Therefore, we are paying homage to the
elderly citizens of Moldova. There is a
wealth of wisdom to be drawn from
them, a pool of resources and experi-
ences that should not be forgotten.

Moldova has been going through
some rough times, creating a new coun-
try, a new economy and a new defini-
tion of human development and secu-
rity. The present report contributes to
this process. But without a dialogue be-
tween generations, we might repeat
mistakes that should not repeated.

5@ -
Sgren Tejng
Resident Representative, UNDP, Moldova
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INTRODUCTION

This is the fifth annual National Hu-
man Development Report for the Re-
public of Moldova, prepared at the in-
itiative of the UNDP-Moldova office.
A common idea, which unites all these
reports, is that positive human devel-
opment must be sustainable. The real-
ization of this concept in all countries
in transition is marked by certain spe-
cial characteristics.

Since the beginning of the "90s the
Republic of Moldova - a new state in
south-eastern Europe - has been strug-
gling with a three-fold task: consolida-
tion of the State, transition to a market
economy and the reinforcement of civil
society. In order to accomplish this task
it has been necessary to thoroughly re-
vise the legal system, to carry out mass
privatisation, to develop entrepreneur-
ship, and to launch structural reforms
in the real sector of the economy and
in social services. The ultimate goal of
all these measures is to lead the coun-
try out of the transformational decline
it has been experiencing and to move
towards sustainable development.

Previous reports focused on differ-
ent aspects of these questions: have the
concept of sustainable human develop-
ment as applied to Moldova, consoli-
dation and integrity of the state, the
transition to a democratic society, hu-
man rights, and the role of the state in
achieving social cohesion. Each year,
starting in the mid-1990s, the Human
Development Index (HDI) and its com-
ponents - relating to the level of life of
the population, health, education, em-
ployment, the environment, etc. — have
been assessed for Moldova.

Today, after eight years of inde-
pendence, the Republic of Moldova has
come close to traditional democracies
in terms of the organization of the state,
public pluralism and individual liber-

ties. However, human beings cannot live
on spiritual liberty alone. The economic
results of reforms are, unfortunately,
very poor.

The human costs of transition
proved in many respects to be too high.
Following the crisis of 1991-1992 (with
the collapse of the centralized econo-
my, hyperinflation, unemployment, loss
of the population’s savings), the eco-
nomic depression of 1993-1996 and
weak growth in 1997, Moldova, against
most expectations, was again hit by crisis
in 1998, which put the economy on the
edge of default.

A general awareness has been grow-
ing in the country of the fact that this
latest crisis poses a real threat to hu-
man security in all its aspects — eco-
nomic, social and personal. Hence, a
fundamental aspect of the crisis of 1998
is that a real threat has emerged to the
economic security of the country. Most
indicators, both economic and social,
are at a critical level. It is already obvi-
ous that in the next few years econom-
ic insecurity will be the very factor which
may block the human development
processes in Moldova.

Given these circumstances, the 1999
Human Development Report is focused
on the questions which are at present
most crucial for Moldova: transition,
human development and human secu-
rity. The Report has the following struc-
ture and logic:

Chapter 1 - deals with the UN con-
cept of human security, with new
threats globalisation is creating, and
it examines one of the main aspects
of this problem in the context of
economies in transition.

Chapter 2 - provides an estimation
of the reforms’ results in Moldova at
the macroeconomic level and from
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the perspective of the population’s
social and economic security.

Chapter 3 - deals with the same prob-
lem, but at a micro-level, focusing
on the broadening of inequality and
on the differring situation of social
groups. Chapter 4 focuses on indi-
vidual responsibility and private ini-
tiative as a new phenomenon in self-
preservation during the transition.

Chapter 5 - indicates the main prob-
lems insuring human security: social
protection, the security of public
health, access to education, the cul-
tural environment, food security, and
ecological and personal security.

Chapter 6 - presents some elements
of a policy for future and strategies
for sustainable human development.

Conclusions and an Annex present
and record changes in human develop-
ment in Moldova in the last five years,
using the HDI and various coefficients
normally used in UNDP reports.

This year’s report was prepared by
a team formed by the Centre for Stra-
tegic Studies and Reforms (CISR).
Care was taken to preserve continuity

with the work of leading authors of
the previous reports. Thus it was possi-
ble to readily complete the present re-
port by relying on the experience of
the authors, of international consult-
ants, as well as on the research capac-
ity of CISR partners: the Academy of
Sciences, the Academy of Economic
Studies, the UNDP project “Moldo-
va-21”, and on the papers and statisti-
cal data of various government depart-
ments and agencies (the Ministry of
Labour, Social Protection and Family,
the Ministry of Economy and Reforms,
the Ministry of Health, the Ministry of
Education and Science, the Ministry
of Culture, and theDepartment of Sta-
tistical Analysis and Sociology).

The authors wish to thank Mr. Sgren
Tejng UNDP Resident Representative
and UN Resident Coordinator in
Moldova, and his colleagues for their
commitment and support in the prepa-
ration of the Report.

Anatol Gudim,

Project Coordinator
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EXECUTIVE SUMMARY

The National Human Development
Report - Moldova 1999 has been
written with regard to human security,
which has deteriorated in the country
as a result of dramatic trends that
became apparent during this period
of transition. Most economic and
social indicators in Moldova have
reached critical levels, considerably
affecting human potential and
increasing social inequality.

The National Human Development
Report detects symptoms of rising
social stress and points toward the
need to increase the responsibility

of state structures in the promotion
of social policy.

Human Security in the Context of
Sustainable Human Development

The concepts of human development
and human security are related and in-
terdependent, but not identical. The lat-
ter derives from the former, in the sense
that without security development is not
possible. Human development is a broader
notion, defined by the UNDP as “a proc-
ess of expanding human choices by ena-
bling people to enjoy long, healthy and
creative lives;” it requires a decent stand-
ard of living and acceptable education and
health care.

In conditions of human security, peo-
ple can make free choices without undue
risk, in the certainty that they will not be
deprived in the future of the possibilities
they currently enjoy. Human security as
understood by the UN has the following
components: economic security, food se-
curity, health security, ecological securi-
ty, personal security, public security and
political security.

The events of the last seven years of
reform in Moldova, and particularly those
of 1998, have shown that a standard neo-

liberal approach to reform, focused ex-
clusively on macroeconomic stability,
needs to be replaced by a new and more
balanced policy, oriented towards sustain-
able human development.

Unfortunately, in Moldova as in most
transition countries, the reforms did not
meet the expectations of the population.
Threats to human security have emerged.

In December 1998, for the first time
since the declaration of independence,
the Council for the National Security of
Moldova discussed problems of economic
and social security, as well as threats
brought about by globalisation (the re-
gional financial crisis, illegal migration,
increasing crime rate, drug-related prob-
lems, etc.) and by the impact of domestic
factors such as unemployment, uncertain
income, uncertainty of health care, cul-
tural and environmental degradation, as
well as rising personal insecurity and the
social tensions that threaten political sta-
bility.

Economic Security Profile of the
Republic of Moldova

The purpose of any reform is to real-
ize improvement. The reforms imple-
mented in the transition countries aimed
at improving the population’s standard of
living. Unfortunately, this has not yet tak-
en place. The Human Development In-
dex for the Republic of Moldova shows a
negative trend during the transition peri-
od.

The first steps of the reforms were
encouraging: monetary control, liberali-
zation of prices, trade and enterprise op-
erations, property reform, etc. led to a
substantial reduction in inflation and to
the stabilization of the national currency.
At this stage, in the spirit of the neo-
liberal model, the basic focus was on
macroeconomic and financial stability.
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Yet the expected miracle did not hap-
pen. The promises to bring economic re-
form to a swift conclusion and to create a
“popular capitalism” based on tough
measures in the financial sector, on “egal-
itarian” privatization for patrimonial
bonds, and on the system of investment
funds proved to be illusion.

It soon became clear that establish-
ing a well-functioning market economy
is not just an idea, however important,
but plays a crucial role in raising the stand-
ard of living of the population and in pro-
viding a basis for sustainable, equitable
and democratic development. In Moldo-
va, as in other transition countries, eco-
nomic stagnation followed the reforms,
and as GDP fell by half, the inequality in
the distribution of income (as measured
by the Gini coefficient) increased two-
fold.

In their response to nationwide opin-
ion polls, people indicated human inse-
curity as one of their most difficult prob-
lems, and made particular reference to
aspects such as economic security, threats
to health and personal security.

An assessment of human insecurity
in the Republic of Moldova has been
made with a dual focus: that of macr-
oeconomic indicators (economic securi-
ty of the state) and that of social param-
eters (at individual or household level).

The country’s human security situa-
tion is ultimately reflected in its indica-
tors of social health. In Moldova all such
indicators (standard of living, income dif-
ferentiation, the degree to which cultural
needs are met, respect for individual rights
and freedoms, crime rate, dynamics of
birth rate, death rate and natural growth,
life expectancy) reached and went below
minimum acceptable levels. A particularly
serious problem is that of poverty.

The value of an aggregate index of
human (socio-economic) security calcu-
lated for Moldova is approximately one-
third of what it would have been if eco-
nomic, social and political life in the

country took place under normal condi-
tions.

Rising Social Inequality

Various social groups experienced the
transition period, and the general fall in
human security that has accompanied it,
in different ways. Moldova, as other tran-
sition countries, has seen the emergence
of the so-called “new rich”, and a mid-
dle class is in the process of formation.
However, about half of the population is
considered to be poor.

An analysis of economic security at
the household level shows that incomes
of the population are affected by insta-
bility, which ultimately leads to their ero-
sion. Official statistics indicate that in 1998
the real average income per capita shrank
by 13%,; its total value was approximately
1/5 of the income available in 1990. The
deepening vulnerability of individual in-
comes is mainly caused by a substantial
reduction in the share of salaries in the
structure of income (33.8% in 1998), and
by the rising share of irregular sources of
income (currency operations, leasing
apartments, and others). Even if incomes
in the private and informal sector are
much higher than those in the public sec-
tor, the provisional nature of many jobs
exposes the employees in those sectors to
a high risk.

In 1998 the average wage in Moldo-
va covered only 52.9% of the minimal
consumption budget. The relatively low
level of salaries is due to a great extent to
the nature of economic activities, partic-
ularly the proportion of people employed
in the rural sector (39.8% in 1998).

Inflation has had a negative impact
on the value of real wages. In 1998 the
average real wage was half that of 1990.
If the wage is converted into its US$
equivalent, the Republic of Moldova ranks
seventh among the 12 CIS countries.

Incomes in kind are typical for house-
hold budgets. In fact, they predominate
since they make up 64.1% of total incomes.
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Social stratification becomes increas-
ingly more pronounced, which has a neg-
ative impact upon living standards and
fosters the expansion of poverty. On av-
erage, between 1995 and 1998 the Gini
coefficient went up by 15.4%, reaching a
value of 0.44 at the beginning of 1999.
The “new rich” category comprises en-
trepreneurs in the service sector, special-
ists in the financial-banking sector, em-
ployees of insurance institutions and en-
terprise managers. “New poor” are mainly
public sector employees (education, cul-
ture, medicine), workers in the agricul-
tural sector, young families and the un-
employed.

This polarization of living standards
is taking place against the background of
a general worsening of the social situa-
tion. Most of the population assess the
current economic system as unfair in
terms of distribution of social wealth and
feel that it favours the rise of incomes
only for the “new rich” and for crimi-
nals, while it harms the material interests
of the overwhelming majority of the pop-
ulation. The situation is also aggravated
by the fact that in these conditions of mass
poverty, when the bulk of the population
cannot maintain even the modest stand-
ards of living that they used to have not
long ago, the so-called “new rich” en-
gage in conspicuous consumption and
flaunt their wealth. This irrational behav-
iour cannot fail to cause social antago-
nism, especially if the dubious origin of
many incomes is taken into account. A
stabilizing factor that might help attenu-
ate social costs would be the creation of
a dynamic and flexible social structure,
capable of facilitating the development
and consolidation of a middle class. The
middle class could play a key role in the
stabilization of social conditions in the
Republic of Moldova.

Individual Responsibility and the
Expansion of Human Choices

When the capacity of the state to meet
the social needs of the population is limit-

ed, individual self-employment and pri-
vate entrepreneurship appear as new in-
dividual strategies for ensuring economic
security, as an instrument of self-preser-
vation in difficult times. The reform of
property and of private initiative has
modified the employment structure in
Moldova: during 1995-1998 the share of
employees in public enterprises fell from
34% to 26%, whereas the share of private
enterprises grew from 60% to 66% and
that of jointly-owned enterprises grew
from 6.4% to 8.0%.

The data in the houschold budget
surveys show that in the country as a whole
over 40% (and in rural areas over 60%),
of incomes come from self-employment,
individual activities, etc. In most cases
this means the shadow economy. In 1998,
formal wages and state payments (pen-
sions, stipends, etc.) made up about 40%
of the total income of the population. The
rest were incomes from private deals or
other activities.

Female employment constitutes an-
other important aspect of this situation.
Most women are either unemployed or
are employed in the shadow economy.
Women are income earners in single-par-
ent families or in families with many chil-
dren.

Self-employment is the main expla-
nation for the low level of recorded un-
employment. In 1998 the total number
of unemployed (defined according to ILO
standards) was about 167 thousand. Yet,
the number of formally recorded unem-
ployed was 28 thousand, as of January 1,
1998 and 32 thousand, or 2% of the eco-
nomically active population, as of Janu-
ary 1, 1999.

Although individual entrepreneurship
continues to increase in significance, it
faces a series of economic, financial, and
administrative obstacles: a heavy fiscal
burden, limited and difficult access to
foreign markets, excessively long regis-
tration procedures for enterprises, legal
uncertainty, bureaucracy, corruption and
lack of managerial experience.

11
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Official estimates place the share of
the shadow economy in GDP at 16-18%;
other estimates indicate no less than 60%.
The social impact of the shadow econo-
my manifests itself on the one hand in
the creation of jobs and additional in-
comes; on the other hand, the budget fails
to get much needed revenue. Thus it is
necessary to develop legal, economic and
administrative measures designed to re-
duce informal employment. Private ini-
tiatives must take place within the frame-
work of existing legislation.

Problems of Maintaining
Human Security

The Report analyzes the various ele-
ments necessary to human security: so-
cial security, health care, access to edu-
cation, cultural milieu, food security, en-
vironmental and personal security.

In the context of the social protec-
tion of those who are unable to work,
particular attention needs to be paid to
the security of the old. In 1998 the re-
form of the system of pensions was
launched at last. Currently the pension
system in Moldova covers about 758 thou-
sand citizens, or approximately one-fifth
of the population. Of these, 560.4 thou-
sand people receive an old-age pension
(including 150.9 thousand with privileged
pensions), 109.2 thousand receive inva-
lidity pensions, and 40.6 thousand receive
pensions for the loss of the main income
earner.

In October 1998, the Parliament of
the Republic of Moldova approved a new
law on state pensions. This law marks the
beginning of the shift from the old pen-
sion system, based on the principle of the
solidarity of generations (which is not only
inefficient but, in the current conditions,
acts as a disincentive due to excessively
high taxes), to a new system, based on
the principle of personal contributions to
one’s own future pension. The new sys-
tem presupposes to some extent the free-
dom of individuals to choose their own
type of pension, giving them the possi-

bility to join both the state pension sys-
tem through mandatory insurance, and
private pension funds by way of volun-
tary insurance, and thus to raise their
pensions substantially. The size of the
pension will depend both on individual
contributions and on the allocation of
taxes to the pension fund. In this way
the new system guarantees social equity
and at the same time contributes to en-
hancing motivation. Thus through its ef-
ficiency and fairness the new pension sys-
tem is consistent with the new principles
of the market economy.

It is necessary to increase social sup-
port for children and the disabled, be-
cause those social groups are most vul-
nerable to the negative impacts of transi-
tion. In 1998 every third family with chil-
dren was affected by poverty.

The economic insecurity of individ-
uals able to work has given rise to special
problems: lack of confidence in the fu-
ture, part-time employment, salary ar-
rears, reduced possibilities for the young
and for individuals with low qualifications
to enter the labour market.

As a consequence of increasing un-
employment, the costs of the Unemploy-
ment Fund grow every year. Yet, over
the period 1996-1998, the total volume
of the Unemployment Fund corresponds
to only 0.13-0.14% of GDP, which is far
less than in most countries with market
driven economies. Leaving aside the ar-
tificial decrease in the number of those
eligible to receive unemployment bene-
fits, the average monthly size of calculat-
ed indemnities in 1998 amounted to only
79.5 lei per individual, which does not
guarantee a minimum level of subsistence.

Some important trends can be noted
in the adaptation of the unemployed to
the market economy and in the improve-
ment of their material position, with re-
gard to training and professional improve-
ment of the able-bodied population and
to participation in public works. About
12% of registered unemployed have re-
ceived professional training in compliance
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with the guidelines of the unemployment
offices. Yet, the percentage of those who
received such training that later became
employed is insignificant: only 31.5% in
1998. The situation in relation to public
works is even worse. During 1998, only
1360 unemployed were involved in pub-
lic works, or 2.2% of the total number of
registered unemployed. It is worth men-
tioning that over 90% of the funds tar-
geted to fund public works are generated
by enterprises. The contribution of local
budgets accounts for less than 10%, and
that of the Unemployment Fund for less
than 1%.

Health constitutes a key element of
human security. The current health care
system in Moldova proved to be ineffi-
cient with respect to promoting the qual-
ity of medical services. The precarious
state of public health requires that the
health care system be restructured. A
health promotion policy should stress pri-
mary medical care rather than care at the
tertiary level. In general, the strategy of
Moldova in the field of health care should
be founded on the following pillars: re-
structuring of the network of medical serv-
ice facilities; consolidation of the network
of emergency aid; legalization of the pro-
vision of services for fees; decision as to
the set of health services to be funded
from the state budget; and institutional
reform and consolidation of the capaci-
ties of medical institutions.

An adequate education is one of the
fundamental dimensions of human de-
velopment. In a situation of limited pos-
sibilities within the public budget, the al-
ternative sphere is expanding in Moldo-
va: 163 private educational institutions of
all levels are currently operating. Educa-
tional reform has started. Efforts will fo-
cus on ensuring the quality of education-
al standards in compulsory education;
diversifying financial sources, updating
and modernizing the educational con-
tents: curricula, plans, and textbooks; re-
form of the assessment and examination
system; accreditation of public and pri-
vate educational institutions; and elimi-

nation of the monopoly over the elabo-
ration and publication of textbooks.

The cultural environment is a set of
cultural conditions and factors that to-
gether form the spiritual environment in
which the activities of the human com-
munity take place. The modern interpre-
tation of the notion of culture, in the broad
sense of the word, as “an integral formu-
la for human living”, comprises all as-
pects of human development. Political
and civic culture, consumption and mor-
al culture, ecological culture — these and
other aspects characterize the cultural
environment of the country. The report
provides an assessment of the legal frame-
work of culture, of the current situation
of culture-related infrastructure and the
possibilities of funding it from the state
budget, and of actions and initiatives
under the new conditions.

Food security in Moldova is satisfac-
tory at the national level (state reserves,
price dynamics of basic foods, etc.).
However, the situation is different at the
levels of various social groups, families
and individuals, as well as for separate
groups of foods. According to data based
on the Household Budget Survey, in 1998
less than 10% of the population (namely,
the wealthier groups) were able to main-
tain a consumption level similar to that
in 1990. At the same time, about 10% of
the population consumed less than 1500
calories, which represents, according to
FAO, the limit of malnutrition. The av-
erage consumption per capita in the Re-
public of Moldova amounted to 1980 cal-
ories, whereas the FAO-established
threshold is 2500 calories. Although it
represents an important index, the ener-
gy value of the consumed products does
not provide information about the quali-
ty of nutrition. According to FAO rec-
ommendations, the ratio of proteins, fats
and carbohydrates should be 1-1-4. In
the Republic of Moldova the ratio is 1-
1.2-5.2.

The food problem is particularly se-
vere for poor families. The Household
Budget Survey indicates that spending on
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food by the poorest 10 percent of the
population made up 88.6% of all their
spending, whereas food accounts for
46.0% of the spending of the wealthiest
10 percent of the population, the average
being 64.4% of total spending.

Ecological imbalances in the Repub-
lic of Moldova are related on the one
hand to the excessive exploitation of re-
newable natural resources, and on the
other hand to the global degradation of
environment quality. Pollution and de-
creases in the regenerating capacity of the
natural environment vitally affect human
security. The basic problems in the inter-
action between man and nature in the
Republic of Moldova are: soil erosion,
poor quality of drinking water and low
level of forestation. A new man-made
threat that has been growing relates to
wastes. The country has accumulated
about 13 thousand tons of toxic waste, or
3.3 kg per inhabitant. Only half of those
are buried. It is important to update the
role of ecologically-oriented NGOs, in
addition to legal, economic and admin-
istrative measures.

Most personal insecurity in Moldova
is caused by the weakness of the state and
by lack of economic security — insuffi-
cient protection of persons and of prop-
erty, the threat of unemployment, social
problems of the shadow economy, labour
migration, racketeering, smuggling, drugs,
and disease.

Towards Sustainable Human
Development

The main lesson of the decade of tran-
sition, learned in Moldova by both the
Government and the population at large,
is the need to shift from the tactics of
surviving towards a strategy of long-term
sustainable development that would in-
clude not only economic aspects but the
whole range of human life. In November
1998 the Government of Moldova, on the
basis of a series of discussions and pre-

liminary researches, approved the first
strategic program entitled “Strategic
Guidelines for the Social-Economic De-
velopment of the Republic of Moldova
until 2005”.

Under the aegis of the UNDP the
Project Moldova-21 “The Strategy of Sus-
tainable Development of the Republic of
Moldova” was developed. Its philosophy
is based on the UN declaration of Rio de
Janeiro (1992), and it aims at increasing
the capacity of the current generation to
meet its needs without compromising the
capacity of future generations to meet
their own needs, its main principles be-
ing environmental protection, conserva-
tion of natural resources and increasing
the living standards and quality of life of
the population.

In 1998 HDI for the Republic of
Moldova, according to the estimation of
the National Department of Statistical
Analysis and Sociology, was 0.697 (1993
index was 0.718). The main components
of HDI for Moldova today are: global
domestic product per capita at purchas-
ing power parity — US$ 2042; life ex-
pectancy at birth — 67.0 years; literacy
adult population — 94.6%. This means
that the Republic of Moldova, in spite of
the worsening of the HDI in recent years,
still remains within the group of states
with a “medium level of human devel-
opment”. Among 174 countries included
in the UN rating list (Human Develop-
ment Report 1999) Moldova is situated
in the 104" place.

The human costs of transition for the
population of Moldova have proved to
be too high. Hence, this is implies the
necessity for the state to increase its re-
sponsibility and to introduce some cor-
rections to the reform policy in order to
move towards a more secure and viable
society. The Report outlines a series of
policy measures that need to be taken in
order to reverse the decline in human
development.
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CHAPTER 1.

HUMAN SECURITY IN THE CONTEXT OF
SUSTAINABLE HUMAN DEVELOPMENT

1.1. New UNDP Concept
of Human Security

The UNDP describes human devel-
opment as the process of widening the
range of people’s choices among options
that they value. This expansion of choic-
es is based on realising people’s basic
needs, such as being healthy and well
nourished, being adequately clothed and
sheltered, being mobile, being literate and
having access to knowledge.

The concept of human development
has four essential components: equity,
which relates to equitable access to op-
portunities; sustainability, which refers to
the responsibility toward future genera-
tions which should have the same chanc-
es for development as does the current
generation; productivity, which relates to
investment in human resources and in
creating a macro-economic environment
that will enable individuals to reach their
maximum potential; and empowerment,
in the sense that people should reach a
level of individual development that will
allow them to exercise choices based on
their own will from among an enlarged
number of opportunities facing them.

The focus on human development it-
self constitutes a fundamental reorienta-
tion of principles and aims, which is at
the root of many contemporary social
reforms. Human beings and their funda-
mental needs are henceforth considered
as the corner stone as well as the highest
value of development. Conversely, ma-
terial assets, cash incomes and increased
consumption are no longer seen as self-
evident values, but rather as means to
ensure sustainable human development.

This re-assessment of the relationship
between the means and ends of human
development represents a return to fun-

damental principles that characterize
much of human culture, and particularly
European culture, but which, due to so-
cial and historical circumstances, have
been eroded or distorted at the end of
the 20™ century.

Human development cannot be real-
ized without ensuring human security.
“Human security usually implies a con-
dition in which people can exercise their
choices safely and freely, without fear that
the opportunities that they enjoy today
will be lost or taken away tomorrow. Se-
curity, in this people-centred sense, means
that the gains that people have achieved
in enlarging their opportunities and en-
hancing their capabilities are protected
by current social, economic and political
arrangements. Security relies on the wide-
spread social acceptance — based on sta-
ble institutions — of people’s entitlements
and rights. Ultimately, a person’s entitle-
ments are based on having access to pro-
ductive assets — physical, natural or hu-
man capital — either directly if the per-
son possesses the assets, or indirectly, if
it is other people, the community or the
state that possesses the assets.” (Transi-
tion 1999: Human Development Report for
Central and Eastern Europe & the CIS)

The shift in outlook of the UNDP
towards a new understanding of human
security took place in the early ’90s, after
the end of the cold war and of the ideo-
logical confrontation between the super-
powers. The threat of destruction of hu-
manity by nuclear means weakened, and
the focus of security shifted from the mil-
itary to the human domain — to human
life and dignity. If previously the notion
of security largely referred to the state,
nowadays it focuses on people. The em-
phasis has changed, from security through
arms to security through sustainable hu-
man development.
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Methodologically, the introduction of
the concept of human security is a posi-
tive development, because the new con-
cept provides an integrated framework for
bringing together parameters reflecting
both objective and subjective aspects of
the social life of human beings.

The concepts of “human develop-
ment” and “human security” are closely
inter-related, but they are not identical.
Of course, there are close links between
human development and human securi-
ty: progress in each of these areas increases
the chances of progress in the other. As
happens with other fundamental concepts
(for instance, freedom), it is much easier
to perceive the absence of human securi-
ty than its presence.

Human security has always been in the
view of the UN, starting with the Universal
Declaration of Human Rights (1948): “Eve-
ryone has the right to life, liberty and secu-
rity of person” (Art. 3). “Everyone, as a
member of society, has the right to social
security and is entitled to realization,
through national effort and international
co-operation and in accordance with the
organization and resources of each State,
of the economic, social and cultural rights
indispensable for his dignity and the free
development of his personality” (Art. 22).

The issue of human security has two
aspects: first, it means freedom from such
threats as hunger, disease, and repression;
second, it means protection against sud-

den and painful changes in everyday life,
in the family, in the work place, and in
the community.

As is well known, threats to human
security can emerge at any level of social
development, in rich or in poor coun-
tries. However, in a country with weak-
ened state institutions and in a state of
spiritual and economic crisis, the threats
to the human security of the population
naturally grow. In such cases threats can
arise not only from certain individuals or
groups (criminal behaviour, ethnic con-
flicts, xenophobia), or from political par-
ties, but also from the state itself. There
are many historical examples of states
where problems of a political, economic
and personal security nature accumulate
until they form a “critical mass”, thus
putting them at a high risk of national
crisis and of either becoming involved in
external adventures or resorting to vio-
lence against their own people. But nei-
ther state voluntarism nor violence can
substitute for social and economic re-
forms. International experience also shows
that short-term external assistance (loans,
humanitarian assistance) can reduce ten-
sions, but cannot replace the long-term
concentration of efforts of the country
and its population to ensure sustainable
development.

Each country, proceeding from its
own traditions and its own situation, thus
has to develop its own legal and social

Box 1.1.1.

“Human security is not a concern with weapons —
it is a concern with human life and dignity....

Human security is people-centred. It is concerned
with how people live and breath in a society, how
freely they exercise their many choices, how much
access they have to market and social opportunities-
and whether they live in conflict or in peace....

The concept of human security stresses that people
should be able to take care of themselves: all people
should have the opportunity to meet their most es-
sential needs and to earn their own living. This will set
them free and help ensure that they can make a full
contribution to development- their own development
and that of their communities, their countries and the

world. Human security is a critical ingredient of par-
ticipatory development.

There is, of course, a link between human security
and human development: progress in one area en-
hances the chances of progress in the other. But fail-
ure in one area also heightens the risk of failure in the
other, and history is replete with examples.”

Source: New Dimensions of Human Security.
Human Development Report. 1994, pp.22-24
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mechanisms to ensure human security and
the development of human potential,
enabling individuals to realize vitally im-
portant possibilities such as “a long, ac-
tive and healthy life” and “access to
knowledge and resources.”

Human security can be described as
a phenomenon having many components:
economic security, food security, health se-
curity, environmental security, personal se-
curity, community security, and political
security.

The structural elements of human se-
curity cited above are especially impor-
tant for human beings in all social situa-
tions in modern society. Keeping in mind
that all the components of human securi-
ty are interrelated, the question may be
asked, which of these kinds of security is
most important? At a closer examination
of these components two main groups can
be identified: “freedom from need” and
“freedom from fear.”

It is significant, for instance, that in
countries with a high level of develop-
ment the programs for sustainable devel-
opment elaborated in the 1990s in com-
pliance with the UN Declaration “Agen-
da - 21” (Rio de Janeiro, 1992) attach
high priority to environmental protection.

At the same time, countries facing
economic crisis (as in southeast Asia and

some of the countries in transition),
social violence, violation of civil liber-
ties, or serious problems of mass disease
(such as malaria or AIDS in a number of
African countries), give greater priority
to other policy variables for ensuring hu-
man development and human security.

We could ask: what is the relation-
ship between economic security and hu-
man development? How does economic
security correlate with personal, public,
or political security?

The first answer could be that sus-
tainable human development and human
welfare are threatened first of all by eco-
nomic crisis with its attendant roll of so-
cial evils: inflation, unemployment, un-
certain or risky employment (including

in the shadow economy), poverty, mal-
nutrition, poor health, low levels of edu-
cation, pollution and destruction of nat-
ural environments, crime, suicide, and
lack of support for the poor and the needy.

History shows that when people feel
a direct threat to their security they be-
come less tolerant of others. This means
that political security, which at first sight
may seem quite distinct from economic
security, is in essence not so different.
For, as we know from history, political
catastrophes, totalitarian regimes and the
like are usually brought about by econom-
ic anarchy and social hopelessness when
the state itself, the institutions of state
power, the state budget, balance of pay-
ments, etc., are in crisis.

In such conditions, the state can take
various types of preventive measures: po-
litical, legal, economic, organizational,
repressive, etc. For instance, it is well
known that during the great depression
in the United States, the Economic Se-
curity Committee was set up under the
President (in 1934), with the main pur-
pose of solving social problems: unem-
ployment, pensioners’ hardships, etc. As
President Franklin D. Roosevelt declared
at the time, “true individual freedom can-
not exist without economic security.”
This was followed, in 1935, by the adop-
tion by the US Congress of the law on
social protection. Subsequently, the an-
nual reports of the Economic Security
Committee under the President of the
U.S. were dedicated to various aspects of
human security.

To mention another example, in Rus-
sia there is, under the Security Council,
an interdepartmental commission on eco-
nomic security which, with the help of
scientific institutions and state agencies,
developed the “State Strategy for Eco-
nomic Security of the Russian Federa-
tion”, which was enacted in 1996 by a
presidential decree.

National security councils exist in vir-
tually all countries, including the Repub-
lic of Moldova. Monitoring economic
security indicators and working out and
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implementing preventive measures are
among their main functions.

Taking into account the critical situ-
ation facing the country, the National
Security Council of the Republic of
Moldova, in December 1998 for the first
time since the declaration of independ-
ence, dealt with problems of economic
and social security, as well as with the
growing threats, both external (energy
dependence, large foreign debt, danger
of insolvency) and internal, generated
mainly by the difficulties of stabilizing the
state, achieving the transition to a mar-
ket economy and strengthening civil so-
ciety.

In this connection it seems relevant
to point out that, in the advanced capi-
talist economies, there is a trend towards
replacing the concept of “security of
employment” with that of “security of
employability”. This change reflects a
shift of the world economy away from
situations where employees could reason-
ably expect to be employed for life by the
same company, often doing the same job.
In the dynamic conditions brought about
by the double impact of global competi-
tion and accelerating technical progress,
fewer and fewer people can expect to
spend their whole lives doing the same
job. Under the new conditions of glo-
balisation, where whole new industrial
sectors may appear suddenly to capital-
ize on certain advantages only to dwin-
dle and disappear almost as quickly once
those advantages are exhausted, innova-
tion and flexibility are essential for sur-
vival, and this applies to workers as well
as to firms. Security of employability
implies both a much greater flexibility of
the labour force, ready, willing and able
to change jobs and to learn new skills
throughout its working life, and an econ-
omy in which enterprises constantly ad-
just to new conditions in order to main-
tain and reinforce their competitive po-
sition, even if this adjustment may entail
radical changes in the kind of business in
which they engage. It also requires con-
siderable public investment in general

education and in the capacity to retrain
workers who need to move from one sec-
tor to another. Developing countries and
the countries in transition need to take
note of this trend, which has important
implications for them, in terms of long-
term policy.

The World Summit for Social Devel-
opment suggested that the concept of
human security should be made a priori-
ty issue for the 21% century. As the Pro-
gramme of Action approved at the Sum-
mit states, “Social development is in-
separable from the cultural, ecological,
economic, political and spiritual environ-
ment in which it takes place. Social de-
velopment is also clearly linked to the
development of peace, freedom, stability
and security, both nationally and inter-
nationally” (Programme of Action of the
World Summit for Social Development.
Copenhagen, 1995, p. 39).

As is mentioned in the Human De-
velopment Report (UNDP, 1999), globali-
sation has created new threats to human
security both in rich and poor countries,
which are reflected in financial instabili-
ty (global and regional crises), uncertainty
about work places (migration, workers
without contracts), and illness (AIDS,
rapidly spreading of diseases). Also, glo-
balization has created access to different
cultures, though presently the cultural
flows are not balanced (Hollywood mov-
ies, expansion of global media networks
etc.). Threats for personal security are
created by criminal elements and are
linked with illicit trade (drugs, arms,
money laundering). Globalization has
given new characteristics to conflicts, as
was shown by events in Kosovo which
echoed not only in southeastern Europe,
but also worldwide.

In spite of these drawbacks, the glo-
bal era opens new possibilities for mil-
lions of people in the entire world. Wid-
ening of trade, new technologies, foreign
investments, extension of communication
networks, global ideas and global solidarity
are feeding people’s lives on Earth, con-
siderably extending their options.
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Box 1.1.2.

The threat to human security

Before the 1990s, countries in Central and Eastern
Europe and the CIS were notable for providing
their populations with a high degree of basic secu-
rity. Freedom, democracy and genuine political
participation were wanting, and the security based on
the protection of basic political and civil rights was
also lacking. But with regard to many economic
and social rights, people were relatively secure in
their entitlements. People’s right to full, lifetime
employment was guaranteed. Although cash in-
comes were low, they were stable and secure. Many
basic consumption goods and services were subsidized
and regularly supplied. People had food security
and were adequately clothed and housed. They
had free guaranteed access to education and health.
They were assured pensions when they retired and
regularly benefited from many other forms of social
protection.

The transition period has drastically altered this
situation. People enjoy much more freedom— in
terms of thought, expression and organization —
and are beginning to benefit from some of the
halting and uneven advances in political democ-
racy. It will be difficult for any regime to overturn
the current advances in basic human freedom.
However, in a number of countries the gains in
political democracy, although significant, remain
vulnerable to reversal. Moreover, a secure economic

basis for exercising freedom is being eroded as
impoverishment has intensified and income and wealth
inequalities have widened. Despite the many advanc-
es, the losses in human security have been severe. The
gains in freedom have been accompanied by the loss
of many of the basic economic and social rights
that the population had come to enjoy and expect
over the course of decades. Millions of people in
the region are unemployed or underemployed.

People continue to receive pensions but all that
these seem to ensure now is an old age afflicted by
misery and poverty.

The whole previous comprehensive system of
social protection has been allowed to crumble.
Many basic social services now require the pay-
ments of fees or have been partially privatised.
Public education and health facilities have been
allowed to deteriorate while private facilities have
taken their place for those rich enough to pay.

Laying new foundations for human security
should be an overriding objective of economic, social
and political policies in the countries in transition.
The old foundations were clearly not adequate. Un-
doubtedly, one of the most challenging tasks is to
rebuild a system of human security that is consistent
with, and supportive of, human freedom.

Source: UNDP Human Development Report for
Central and Eastern Europe & the CIS, 1999, pp. 2-4

1.2. Economy in Transition:
Threats to Human Security

One decade has passed since the po-
litical and economic changes of 1989/90
swept through the countries of Central
and Eastern Europe and the Former So-
viet Union (FSU). Having chosen to in-
troduce democratic and market reforms,
those countries are normally described as
countries in transition.

“At the dawn of a new millennium,
the region of Eastern Europe and the CIS
reflects on the realities of the latest ex-
periment in social engineering. Again,
people are the objects instead of partici-
pants in shaping policies that affect their
daily lives.” (Transition 1999 Human De-
velopment Report for Central and FEastern
Europe & the CIS, p. 3)

At present about 30 countries in Eu-
rope and Asia are involved in vast chang-
es of system. The transition to democra-
cy and to a market economy is a lengthy
process involving many different spheres
of human activity. The main argument in
favour of transition is a desire to put these
countries on the path to democracy, free-
dom, and sustainable development.

Indeed, during the transition period
these countries obtained a number of at-
tributes of democracy — a free press,
emerging institutions of a civil society and
much greater respect towards the free-
dom of the person and human rights. With
regard to the transformation of econom-
ic systems, the expected efficiency has not
been attained. Moreover, it has been in
the economic sphere where problems have
appeared in ensuring human security.
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Social and economic development in
this group of countries in transition moved
at very different speeds. Only a few have
managed to reach GDP levels above those
they had in 1989. In most of these coun-
tries, GDP decline varied between 30 and
60%, and the population is experiencing
growing social distress.

number was about 147 million, or one
person in three. In most of these coun-
tries inequality increased very fast, con-
siderable uncertainty has emerged in the
fields of education and health care, while
problems of energy use and environment
have become more acute.

The specific nature of the processes

Box 1.2.1

Countries in Transition: the Arrhythmia of the Economy (GDP annual percent change)

Avg. Projections

1998-90 1991 1992 1993 1994 1995 1996 1997 1998 1999 2002

World 3.4 1.8 2.7 27 40 3.7 4.3 4.2 2.5 2.3 3.4

® Advanced economies 3.1 1.2 1.9 1.2 32 26 3.2 3.2 2.2 2.0 2.3

® Developing countries 4.2 4.9 4.7 6.5 68 6.1 6.5 5.7 3.3 3.1 4.5

® Countries in transition 2.1 -7.4 -11.7 -64 -75 -1.1 -0.3 2.2 -0.2 -0.9 2.5

Eastern & Central 99 -85 =-37 -29 1.6 1.6 3.1 2.4 2.0 3.7
Europe

Russia -5.0 -145 -87 -126 -41 -3.5 0.8 -4.8 -7.0

Transcaucasus & -7.0 -144 -9.6 -104 -44 1.6 2.4 2.0 1.8 3.1

Central

Source: World Economic Outlook. International Monetary Fund, April 1999.

Asia

In Central and Eastern Europe and
the countries of the CIS, millions of peo-
ple have seen their living standards dete-
riorate sharply during the difficult move
towards establishing modern market econ-
omies. In 1989, about 14 million people
in the transition economies of the CIS
were living under the poverty line of four
dollars a day. By the mid of 90s that

Fig. 1.2.1.

World community and countries in transition:
levels of human development.
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that took place in the countries in transi-
tion has been reflected rather well in the
UN documents, including the UNDP
Human Development Reports. Almost all
the countries of Central and Eastern Eu-
rope and the Commonwealth of Independ-
ent States (CIS), including Moldova, have
produced annual Human Development
Reports since 1995. UNDP Regional Bu-
reau for Central and Eastern Europe and
CIS has, since 1996, issued an annual
publication entitled “Human Development
Under Transition: Summaries of the Na-
tional Human Development Reports for
Europe and the CIS”, which constitutes a
summary of trends in human development
in the countries of this region.

First of all, it is worth asking the ques-
tion: what is the place of the countries in
transition among the world community,
and what are the trends in human devel-
opment in these countries?

Figure 1.2.1 provides some elements
for an answer to this question. We can
see the interrelationship between GDP
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and HDI of all the UN member-coun-
tries. In the UNDP Human Development
Reports, countries are subdivided into
three groups, according to their level of
human development: respectively coun-
tries with high (HDI > 0.8), medium (0.5
< HDI < 0.8) and low (HDI < 0.5) levels
of human development. Most of the tran-
sition countries are medium level coun-
tries. Only Slovenia, Slovakia, the Czech
Republic and Poland, with HDI > 0.8,
belong in the category of high human
development countries.

It is worth mentioning that, according
to this graph, all the countries in transition
might be classified as countries that “suc-
cessfully transform material assets into fi-
nal indices of human development”, be-
cause all of them are placed above the
median curve of the graph under analysis.
The value of this conclusion is however
relative, because these countries’ position
above the curve does not so much indicate
the efficiency of the “processing” of mate-
rial assets into the human development in-
dexes as it reflects the high average life ex-
pectancy of the population of those coun-
tries, figures that are associated with con-
ditions from the past and have declined
more slowly than GDP per capita.

Should the same principle be used not
only for HDI but also for its other com-
ponents — life expectancy index (LEI),
educational index (EI) and living stand-
ards index (GDP) — and countries be
divided as in the case of HDI in high,
average and low levels, one might notice
that all the East European and FSU coun-
tries have practically the same indices of
life expectancy, that would lead them to
be classed as medium level countries.
With the exception of Albania, they also
all have high educational indices
(0.89£0.02). With a few exceptions, val-
ues of the living standards index are, on
the other hand, quite low.

In the majority of the countries in
transition, largely due to inertia, the level
of education and health care remains rel-
atively high. And it is their unfavourable
economic situation that prevents these
countries from achieving higher human

Table 1.2.2.

Human Development Indices for the Countries

of Europe and FSU

Ra- Country Life expe-Educati- GDP HDI RGDP*
ting ctancy  onal RHDI
HDI Index LEI Index EI

High level of human development

33  Slovenia 0,82 0,91 0,80 0,845

36 Czech Rep. 0,81 0,91 0,78 0,833

42  Slovakia 0,80 0,91 0,73 0,813

44  Poland 0,79 0,92 0,70 0,802 18
Medium level of human development

47  Hungary 0,76 0,91 0,71 0,795 8
54  Estonia 0,73 0,93 0,66 0,773 15
55  Croatia 0,79 0,88 0,65 0,773 18
60  Belarus 0,72 0,93 0,65 0,763 15
62 Lithuania 0,75 0,91 0,62 0,761 22
63  Bulgaria 0,77 0,89 0,62 0,758 23
68 Romania 0,75 0,88 0,63 0,752 13
71  Russia 0,69 0,92 0,63 0,747 8
73  Macedonia 0,80 0,86 0,58 0,746 28
74  Latvia 0,72 0,90 0,61 0,744 15
76  Kazakhstan 0,71 0,91 0,60 0,740 15
85  Georgia 0,80 0,90 0,50 0,729 37
87  Armenia 0,76 0,90 0,53 0,728 26
91 Ucraine 0,73 0,92 0,52 0,721 27
92  Uzbekistan 0,71 0,91 0,54 0,720 19
96  Turkmenistan0,67 0,95 0,51 0,712 24
97  Kirgizstan 0,71 0,88 0,52 0,702 19
100 Albania 0,80 0,79 0,51 0,699 19
103 Azerbaijan 0,75 0,88 0,46 0,695 34
104 Moldova 0,71 0,89 0,45 0,683 35
108 Tadjikistan 0,70 0,89 0,40 0,665 46
119 Mongolia 0,68 0,74 0,43 0,618 26
Source: World Human Development Report, 1999, UNO experts calculation
* GDP per capita rank minus HDI rank; a positive figure indicates
that the country ranks higher on HDI than on real GDP per capita.

development indices. In the long term the
values of the indices of life expectancy
and of education may be expected to
decline if the economic problems remain
as severe as they are at present.

Unfortunately, the main tendency of

the human development processes in tran-
sition countries points towards a decrease
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Table 1.2.3

Income distribution for the countries of Europe and FSU (Gini Coefficient)

Country 1989 1990 1991 1992 1993 1994 1995 1996 Change,
%
High level of human development
Slovenia 0,219 0,232 0,273 0,260 0,275 0,275 0,358 0,298 36
Czech 0,204 - 0,212 0,214 0,258 0,260 0,271 - 33
Hungary 0,268 0,293 - 0,305 0,315 0,337 - - 28
Poland 0,207 - 0,239 0,247 0,256 0,281 0,290 - 40
Middle level of human development
Belarus 0,234 - - 0,341 0,399 - - - 70
Lithuania 0,260 - - 0,372 - 0,349 0,341 0,350 34
Bulgaria - 0,212 0,262 - 0,251 - - 0,291 37
Romania 0,155 - 0,204 - 0,226 0,276 0,278 0,303 95
Russia 0,271 0,269 0,325 0,371 0,461 0,446 0,471 0,483 78
Macedonia 0,223 0,267 0,235 0,272 0,253 0,270 0,250 - 12
Latvia 0,244 - 0,247 0,333 0,283 0,325 0,346 0,349 43
Georgia 0,301 - - 0,369 0,400 - - - 33
Armenia 0,258 - 0,296 0,355 0,366 0,321 0,381 - 48
Ukraine 0,249 - - 0,251 0,364 - - 0,413 66
Kyrgyz 0,260 - - 0,300 0,445 0,443 0,395 0,428 65
Moldova 0,250 - - 0,411 0,437 0,379 0,390 - 56

Source: Human Development Reports, UNDP 1991-1999.
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in the value of the HDI. It must be
stressed that in all countries in transition
the income distribution inequality has
widened, which is expressed by increas-
ing values of the Gini coefficient.

Most of the problems relating to hu-
man security that emerged in the transi-
tion period have been due to the weak-
ening of the state. Governments, includ-
ing those in Moldova, made a number of
major mistakes in economic policy. As a
result, the liberalization of prices led to
huge poverty; mass privatisation had a low
social and economic efficiency; “porous”
borders stimulated smuggling, etc.

In the transition countries, the prob-
lems of human security need to be re-
solved at both national and individual lev-
els, as well as at the level of social groups.
Why is this so important?

“Experience shows that where there
are multiple problems of personal, eco-
nomic, political and environmental se-
curity, there is a risk of national break-
down. Identifying potential crisis coun-
tries is not an indictment — it is an es-
sential part of preventive diplomacy and
an active peace policy. A clear set of in-
dicators and an early warning system

based on them, could help countries avoid
reaching the crisis point.” (Human De-
velopment Report 1994, p. 38)

In order to assess human security in
a transition country it is important to use
indices that characterize economic secu-
rity as a whole together with the indices
typically used for monitoring human de-
velopment processes.

The economic security of a country
consists of the totality of conditions and
factors that guarantee the competitiveness
and sustainability of the national econo-
my, as well as its ability to develop and
bring about progress through innovation
and investment and through enhancing
the educational, professional and cultural
levels of the population. At the micro-
level — at the level of the household, fam-
ily and individual — the perspective chang-
es since the interests of each citizen of the
country have to be taken into account.

The economic security of the coun-
try is usually assessed on the basis of such
parameters as: living standards, employ-
ment, efficiency of the social protection
net, state of the financial sector — infla-
tion, budget deficit, state debt, etc.

In most transition countries after the
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early 1990s economic security was endan-
gered, with direct consequences for the
human development process. A crisis in
the manufacturing sector, destruction of
the scientific and technical potential and
growing external debt led to emerging
unemployment and decreasing income of
the population. There was also the emer-
gence of the poverty problem.

Most FSU countries have a state debt
to public employees (teachers, doctors, civil
servants) which has become permanent,
and which essentially constitutes a hidden
budget deficit which contributes to public
debt. The state’s capacity for social pro-
tection, for subsidizing education, health
care and scientific research, and for pro-
tecting the environment has decreased.

Before the beginning of the transi-
tion period there was, in the FSU, gen-
erally guaranteed employment and a rel-
atively egalitarian distribution of incomes.
There was a system of subsidies and grants
for basic goods and services (housing,
transport). The fiscal burden was low —
the net income of most of the population
was almost equal to the gross income.
People had guaranteed access to free ed-
ucation and medical services.

With the beginning of the transition to
the market economy, the state and the pop-
ulation at large were faced with new tasks:
property reform, privatization of enterpris-
es, land and housing, social reforms, re-
form of the pension system, elimination of
privileges and introduction of egalitarian
criteria in the domain of social support.

The liberalization of prices and trade,
development of the private sector, priva-
tization of property, and cancellation of
subsidies and transfers led to a situation
where the deficit of goods and services
(the disease of socialism) disappeared. At
the same time, however, it led to a fall in
the real income and financial resources
of households. Simultaneously, an un-
precedented differentiation of income
took place. The gulf between the income
of the “new rich” and the “new poor”
continues to widen.

The weakness of state structures, vio-
lations of the law and poor financial dis-
cipline led to the appearance of a large
shadow economy. In some transition

countries the share of the shadow econo-
my reached 30 to 50% of GDP. One con-
sequence of the growth of an informal
sector is that, due to tax evasion, the in-
flow of cash to the state budget declines.
On the other hand there are also some
positive aspects, mainly related to the cre-
ation of new jobs and of additional in-
comes for the population. As a conse-
quence, a redistribution of income oc-
curs both within the parallel economy and
between it and the formal economy.

A particularly important aspect of
human security indicators relates to their
critical thresholds (for unemployment, the
difference between the income of the
poorest and the richest groups, inflation,
etc.). When indicators in a country ap-
proach these thresholds, social and eco-
nomic stability is threatened. If these
critical limits are crossed, the country
enters a period of instability and social
conflict, which results in a significant
undermining of economic security and
human development.

In some countries in transition the
problems mentioned above have become
so serious that material needs have be-
come, for many people, the greatest threat
to their security and to their welfare. This,
in particular, has been the situation in
Moldova. As a result, economic realities
are foremost in people’s concerns, and
the satisfaction of material needs plays a
key role in determining human behav-
iour. Equally importantly, it also deter-
mines people’s attitudes towards the re-
forms being implemented in the country,
and their readiness to play an active part
in the solution of social problems. Other
aspects of social life tend to be seen as
secondary by people for whom economic
circumstances are the main worry.

It may also be concluded that, in the
difficult conditions that prevail in the
countries in transition, it is in relation to
economic security that we find that crit-
ical threshold in social development
which, if crossed, is bound to cause a
sharp contraction of the social basis of
support for reform. If this happens, ex-
tremely negative consequences are bound
to follow for the development of democ-
racy, strengthening of the rule of law and
reinforcing of civil society.
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CHAPTER 2.

TRANSITION. PROFILE OF HUMAN
SECURITY IN MOLDOVA

2.1. Economic Reforms:
Expectations and Realities

The aim of any reform is to make a
change for the better. The reforms im-
plemented in the transition countries are
entirely directed towards improving the
living standards of the population. Un-
fortunately, this has not taken place yet.

The Human Development Index
(HDI) for the Republic of Moldova shows
a negative trend during the transition
period (Table 2.1.1).

Table 2.1.1.

Trend of HDI in the Republic of Moldova

Years Indices Indices Indices Indicele
Life Access to Welfare HDPI

expectancy  education

1993 0,708 0,881 0,564 0,718

1994 0,685 0,877 0,566 0,709

1995 0,680 0,880 0,508 0,689

1996 0,695 0,882 0,510 0,696

1997 0,693 0,886 0,517 0,699

1998 0,700 0,887 0,503 0,697

Source: Human Development Reports of the Republic of Moldova,

1995-1998; DSAS.
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In the1990s the trend of the HDI of
the Republic of Moldova has been nega-
tive, particularly as a result of the worsen-
ing of the Life Expectancy Index and of
the Welfare Index. Decreasing GDP per
capita has had a particularly strong nega-
tive impact on the overall trend of the HDI.
However, taking into account the cumu-
lative effect of poverty, which reached
about 50% of the country’s population,
one could expect that, in the future, the
two other components of HDI will also
have a negative influence on its value.

In the framework of the Human De-
velopment Reports, the UNDP consid-
ers low human development to correspond

to values of the HDI below 0.500. Un-
fortunately, below that threshold live about
1/3 of the world population. HDI levels
above 0.500 are defined as “medium hu-
man development”.

Between 1990 and 1995, the ranking
of the Republic of Moldova on the HDI
has fallen from 64 to 113. This has in
large measure been a consequence of the
reforms of the state, society and econo-
my that took place in the country, start-
ing at the beginning of the 1990s.

The first steps of the reforms in the
economy were: liberalization of prices, com-
merce and enterprise operations, adoption
of the first set of laws oriented towards a
market economy (laws regarding owner-
ship, privatization, Land Code, etc.), pen-
etration into new markets. The first legal
documents that formed the basis of the
changes in the national economy were: the
resolution of Parliament “Regarding the
concept of transition to market economy”
(1990) and the “Program of transition to
market economy in Moldova” (1991).

However, the main events took place
after 1993, when in collaboration with the
IMF and World Bank the first real pro-
gram of stabilization of the Moldovan
economy was worked out. It was targeted
towards two objectives. The first related
to improving the environment and in-
centives for business: macroeconomic sta-
bility, price and trade liberalization, set-
ting up a credible regulatory environment
and progress in transfer of assets from the
public to the private sector. The second
was the establishment of a dynamic fi-
nancial sector (banking system, budget
system), capable of withstanding the pres-
sures of the transition period.

Thus, the main emphasis was put, in
the framework of the neo-liberal model,
on macroeconomic, financial stabiliza-
tion. The first successes — reduction of
inflation, stable currency, mass privatisa-
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tion — induced hope, and it was this hope
that was at the basis of “The Econo-
mist” magazine’s remark that: “Moldova
is a model of correct reform, and the fact
that it is a small country, transforms it
into a perfect laboratory for running re-
forms” (March 1995).

But the miracle did not happen. The
promises to carry out quickly economic
transformations and to create “people’s
capitalism”, based upon tough actions in
the financial sector, voucher privatization
and the system of investment funds,
proved to be illusory.

As is by now well known, a few re-
forms, no matter how well intentioned,
cannot be expected to create a market
economy where none existed before: a
market economy is a far more complex
set of inter-related institutions, both for-
mal and informal, and it takes far longer
to develop, than was earlier thought. In
addition to this, the economy of Moldo-
va was heavily dependent, at the begin-
ning of the 1990s, on exports to the econ-
omies of the FSU, and was correspond-
ingly vulnerable to unfavourable devel-
opments in those economies. Soon it be-
came clear that establishing a well-func-
tioning market economy is not just an
important notion, but is crucial as a fac-
tor of increasing households’ standard of
living and to ensure a basis for sustaina-
ble and democratic development, in com-
pliance with principles of equity. In
Moldova, as in other transition countries,
economic stagnation followed the reforms,
and as GDP fell by half, the skewed dis-
tribution of income (measured by the Gini
coefficient) increased twofold.

In social and economic terms, the
year 1998 was for the Republic of Moldova
a year of disappointment. It became clear
both to the Government and to the pop-
ulation that the “big leap” in implement-
ing the reforms did not take place. Grad-
ually during the years of transition there
was an accumulation of structural dise-
quilibria, internal and external debts,
deepening of the budget crisis and re-
duction of export earnings. The social sit-
uation worsened sharply. After August
1998 the Russian financial crisis became

Fig. 2.1.1.

income during the years of transition

GDP dynamics in Moldova vs. discrepancy of households’
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a catalyst for negative internal processes.

The official statistics registered, in
1998, falls of 8.6% in real GDP and 11%
in both industrial and agricultural out-
put. Thus, the first round of reform —
from the crisis of 1991/92 to the crisis of
1998 — was completed but with depress-
ing results. In accordance with the UNDP
evaluations (1998) about 90% of the pop-
ulation of Moldova have incomes of less
than US$ 2 per day, while the ratio of
the incomes of the 20% richest over those
of the 20% poorest groups of population
is 12.6 (against 7.0 in 1993).

CISR investigations show that the
country’s population indicated the prob-
lem of ,,human insecurity” as one of the
sharpest, particularly outlining such of its
components as economic security, threats
to health and personal security (box 2.1.1).

Box 2.1.1

Opinion of the population regarding the human security

To what extent are you assured...

Economic security 69
Food security 39
Health security 65
Ecologic security 59
Personal security 64

Public security 59

Political security 38

24

35
714
44
12
4%
13

0% 20% 40%

Not assured at all To some extent

60%
Completely

100%

No answer

Source: Opinion poll held by the Centre

Jfor Strategic Studies and Reforms (April 1999)
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A retrospective analysis of seven years
of transition attests to a deep worsening of
all parameters of the quality of life. The
social sector is not able to provide ade-
quate protection against social risks. The
situation registered at the end of 1998
confirms that activities in the social sphere
are inconsistent and have a low efficien-
cy. The reality of the transition has been
quite different from what was envisaged
during the ‘romantic’ stage of the reform
period, which overestimated the speed and
underestimated the costs of transition. The
fall in GDP, accompanied by a tough
monetary policy, has entailed significant
social costs, which was rising during this
period. Their adverse impact has been felt
by the whole society, but it was (and will
continue to be) especially painful for the
elderly, the disabled, families with many
dependent children and other vulnerable
groups. In this sense the burden of the
economic reform is borne by the people
with low incomes, who in fact are in great-
er need of social protection. Consequently
vulnerability and dependence are grow-
ing. This fact is confirmed also by the
opinion poll made recently by INSOC-
Market, which indicates that only 5% of
the population has benefited from the
reforms, while about 70% of the respond-
ents said that their living standards have
deteriorated.

The social implications of reform have
a spillover effect onto all components of
the quality of life, deepening social polari-

Box 2.1.2.

Income Disparities in Moldova , 1998
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zation. Massive liberalization of economic
activity at the early stages of reform, ac-
companied by widespread hidden unem-
ployment and salary debts, has consider-
ably decreased people’s real income. Ac-
cording to some estimations the magni-
tude of this fall was of approximately 70
percent. As a result poverty has been grow-
ing significantly, which leads to a deeper
social inequality. The Gini coefficient,
which measures the dispersion of income
distribution, increased from 0.34 in 1990
to 0.61 in the first half of 1998 (in com-
parison, Western countries have Gini
coefficients of about 0.35; in Poland,
Hungary and the Czech Republic they
are about 0.43).

As a consequence of this process, in-
come inequality is increasing in Moldova.
According to household budget survey
data, by the end of 1998 the total income
received by the richest 20 percent of the
population was 12.6 times the income re-
ceived by the poorest 20 percent, which
compares with a figure of 12.25 three years
ago. Today the richest one-fifth of the
population receives roughly half of the
total disposable income, while the poor-
est one-fifth has only 3.4%. People with
middle income, who form the main share
(3/5) of the population, receive about 48%
of the total disposable income. This is a
clear indication that the middle class in
Moldova is still too fragile to offset the
social costs of reform.

The reduction in purchasing power
led to a substantial shrinkage of individu-
al consumption. From a society with a
scarcity of consumption goods on the
market Moldova has become a society
with low individual consumption. All
components of consumption decreased
(foodstuffs, durable goods, and services).
However, the most significant fall was
registered in basic foodstuffs, namely
meat, with minus 57%, milk, with mi-
nus 49%, and fish with minus 84%. Con-
sumption is now close to critical limits,
threatening people’s normal development
as human beings.

Malnutrition today affects not only
people with low incomes, but partially also
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those with middle incomes who are em-
ployed in the budget sphere (teachers,
public servants, medical workers), due to
frequent delays in paying wages. The im-
plicit effect of malnutrition has been felt
in demographic aspects and the state of
the population’s health. By comparison
with 1990, the general death rate has in-
creased by 15% while the birth rate has
dropped by 38%. In 1998 for the first time
in Moldova the death rate has exceeded
the birth rate. Consequently the rate of
natural increase of the population has
become negative (-0.2 per thousand). This
could have a long-term impact on de-
population in Moldova. Complementa-
rily, morbidity, which remains high due
to widespread chronic diseases, such as
black lung, digestion pathologies, tu-
mours, and cardio-vascular diseases, could
exert a great impact on further human
development in Moldova. As a result the
demographic dependency ratio is rising
which could become a serious hindrance
for economic reforms. Now at 0.77 (or
77 children and elder people to 100 per-
sons able to work), this indicator has far
exceeded the critical limit of 0.31.

In the conditions of massive pauper-
ization of the population there is a ten-
dency to maintain implicit subsidies of
social services through indemnities and
compensations. In 1998 the cost of these
social privileges was at about 800 million
lei, i.e. around 8% of GDP. The lack of
a mechanism to nominally grant of so-
cial benefits has led to the fact that about
one third of them have been directed to-
wards the average and high-income stra-
ta of the population. This is a good rea-
son to argue that income transfers should
be better targeted and provided on the
basis of means testing. Thus the poor still
remain the most vulnerable point in the
social assistance system.

Universal coverage and unclear eli-
gibility criteria have been generating an
explosive increase of social cost, which
constituted a heavy burden for the econ-
omy. During the 1990s the share of so-
cial expenditures increased by 35%, until
it represented, in 1998, 1/5 of the GDP.

Box 2.1.3.

Discrepancies in social finance

Required
minimum

Real financial
allocations
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Source: CISR calculation based on MoF data
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44%

Economic recession accompanied by the
fiscal crisis has been eroding resource in-
flows into the social sector, significantly
undermining the sustainability of social
finance. Misallocation of resources in
concert with low rates of collection has
widened the discrepancy between social
commitments and financial possibilities.
From 15% in 1990, the gap between real
allocation of financial resources and the
minimal required level reached 44% in
1998. Delays in paying wages, pensions,
indemnities and other social benefits be-
came chronic. This is a sign that the via-
bility of social finance is on the edge of a
Crisis.

Main lessons. The year 1998 has once
more proved the rule that when reforms
are procrastinated social costs increase and
people’s belief in the reform process weak-
ens. In the social sphere the pace of re-
forms was too slow and attempts to make
some changes were done in a shallow and
controversial manner. An exception is the
legal framework, where several important
laws have been approved. We can men-
tion here the Law on Mandatory Health
Care Insurance (27 Feb.); Law on State
Pension Insurance (14 Oct.) and Law on
Minimum Medical Services provided by
State (1999 Feb. 3). Other draft laws have
passed the 1st and 2nd readings in the
Parliament, waiting for the final stage
(Law on Non-State Pension Funds, and
Law on Social Insurance). Attempts to
pay off pension/salary arrears have failed
due to a lack of consistency in promoting
social reform.
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Government institutions have been con-
cerned mainly with current issues, acting
as a fire-fighting brigade. Time, money,
and efforts have been spent on taking ad-
hoc measures, which had insignificant and
temporary results.

The institutional network for implemen-
tation of the new laws is not yet settled. In
reality a huge gap can be seen between
the new legal framework and outdated
social security institutions. Consequent-
ly, pension, health care and other sector
reforms are taking place slowly.

Public social arrangements are too
costly and badly targeted. Maintaining the
implicit nature of social expenditures, as well
as the broad range of social privileges, could
undermine the fate of social reform. Des-
perate actions undertaken to fit expendi-
tures with the revenues did not have a
positive effect. Three times during 1998
the social fund budget was revised with a
view to reducing either of its sides, but
the result was insignificant. By the end of

the year, pension arrangements were paid
at 60% of their initial rate.

Family allowances and compensations
for public utilities are too diffuse and pro-
vided in a manner close to universal cov-
erage. The subsidy of electricity and ther-
mal energy tariffs is the most vulnerable
point in the social safety schemes. Such
subsidies captured nearly 20% of the pub-
lic budget revenues, and are convenient
only for the companies which produce/
deliver energy resources. Phasing out the
subsidies could, however, face strong in-
stitutional constraints, making this a po-
litically sensitive issue.

The administrative capacity of social
institutions is too weak, and this could be
a serious impediment to the implemen-
tation of reform proposals. Besides, a lack
of publicity about the aims and scope of
social reform has strengthened opponents’
positions and intensified rumours, which
have had a negative impact on the suc-
cess of the reform.

Box 2.1.2.

Initial Stage of Reforms: Imitation or Mistakes?

Eight years of intentions, efforts and actions direct-
ing the economy towards market relations have not yet
brought perceivable results in the sense of ensuring eco-
nomic and social stability. Reforms that were started
and partially implemented can not yet put in motion
the mechanisms and driving force of the new forms of
economic organization and development, based upon
principles of the market economy. Privatization, which
is considered an axis of economic reforms, has not
brought the expected result, especially in the real sector
of the economy and in the sphere of material goods
production. Patrimonial vouchers have not become, as
expected, circulating securities.

The stability of the national currency, a considerable
reduction in inflation, the establishment of a securities
market did not bring an inflow of foreign investments in
a volume that could have consolidated the situation in
the real economy. The FDI per capita is one of the
lowest in Europe. Moreover, efforts of macroeconomic
stabilization have in fact generated a continuous decline
of production in the real sector of the economy, a wid-
ening budget deficit and a considerable worsening of
social indicators.

Source: Acceleration and deepening of the reforms - a unique path towards overcoming the crisis. Government
declaration. Newspaper “Nezavisimaya Moldova”, July 1999.

Macroeconomic conditions in Moldova are charac-
terized by a critical contraction (by about 60%) of the
GDP from the moment of declaration of independence.
As a result of the negative evolution of events, poverty
has become the problem number one, and the level of
per capita income situates Moldova among the poorest
countries in Europe.

Social stratification caused by the different level of
households’ income looks inevitable in a society that
encourages private initiative and the spirit of entrepre-
neurship. But the access to power of those groups that
by illegal means have acquired the initial capital obvi-
ously puts in danger the chances of economic prosperity
for the majority of our citizens. The social market econ-
omy remains a good wish, without being backed by the
state’s real income. Poverty already accounts for 80%
of the country’s population, and the standard of living
has fallen down to the line of basic vital needs.

At present we still have the choice: to continue fur-
ther to fall slowly but firmly, or to undergo thorough,
deep, complex and radical changes, which could bring
the long awaited liberty and prosperity.

The possibility for change is still real.
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2.2. Human Security
in Moldova:
Macroeconomic and Social
Parameters

Each state should have as a priority
guaranteeing human security. State au-
thority is based on the extent to which it
is able to provide the population of the
country with decent living conditions and
personal development, socio-economic
and political stability, and to oppose both
internal and external threats.

Ordinary people, the population of
the country, perceive the notions of “hu-
man security” and “economic security of
the state” somewhat abstractly and out of
context. However, such negative occur-
rences as poverty and unemployment, low
quality of education and health care, and
criminality spoil people’s everyday life.
This is why guaranteeing human security
is a key national priority and is the state’s
exclusive responsibility.

During the transition period the prob-
lem of human security in the concrete
conditions of the Republic of Moldova
appears both at the macro level (coun-
try), and at the micro level (household,
family). The crisis put on first place the
need to have a stable national economy,
which would guarantee decent living con-
ditions for the population, protect pri-
vate property, promote entrepreneurship
and suppress the factors of economic
destabilization (such as criminalization of
the economy, socially dangerous income
distribution inequalities, etc.). The state
needs to exercise rigorous control over
the external debt and national resources,
and to improve national competitiveness
at the regional and global level.

Particularly important is the capacity
of the society to develop itself on the ba-
sis of its scientific, technical and spiritual
potential, and the capacity to attract in-
vestment, technology and new ideas.

If we assess the current situation of
the Republic of Moldova from this point
of view, we may conclude that, although
the changes leading to a market econo-
my have become irreversible, the society

has not yet overcome the stage of deep
social and political crisis so as to be able
to develop itself with confidence and se-
curity. The middle strata of the popula-
tion — the one that ensures the social
stability of a country — has not been
formed yet, while legislative, executive and
judiciary bodies have not delimited their
responsibilities yet and are not perform-
ing their duties coherently, so that their
image as guarantors of democratic trans-
formations may be perceived correctly by
the entire society.

During the transition the main threats
to human security arising from within the
economy of Moldova stem from the fol-
lowing processes:

the state’s reduced financial capac-
ity to choose a strategy of socio-eco-
nomic development and to implement
it effectively. The precarious situation
of the financial sector is due not so
much to the crisis of the large state
enterprises in industry and the agrar-
ian sector as to slow development of
the private sector;

the development of increasing eco-
nomic instability (dynamics of house-
hold incomes, volume of GDP, ex-
ports, etc.), related to a fall in the
share of the industrial sector and the
consequent increase of the share of
the agricultural sector, which depends
to a great extent on climatic condi-
tions and has limited possibilities to
use advanced technologies (fertiliz-
ers, chemicals, irrigation techniques,
etc.). The variability of climate, es-
pecially in the spring and autumn, has
a negative impact on agriculture. Dif-
ferent climatic conditions, such as
drought, frost, hail, etc. are causing
significant losses to the economy as a
whole. In the last two years (1997-
1998) these losses were estimated at
2.5-3% of GDP;

the low level of investment both in
the social sphere and in creating new
jobs. The state is not receiving the
considerable resources necessary to
resolve social problems.
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Although the share of social sphere
expenditures in the state budget is about
50% (see box 2.2.1), these funds are ob-
viously insufficient. Thus, the need for a
reform of the social sphere is very press-
ing.

Particular attention must be paid to
institutional threats, primarily the weak-
ness of the state in exercising its func-
tions of providing social support to the
population and of regulating the activi-
ties of economic units through legal pro-
tection and administrative regulation.

Guaranteeing human security is a
strategic problem, because it is based on
supreme national long-term interests. It
is not just a problem for the organs of the
state administration. It is crucial that this
be understood by political parties, public
organizations, and by all strata of the
population. Understanding the conso-
nance of personal, group and national
interests and formulating common actions
with a view to avoiding internal and ex-
ternal threats are extremely complex so-
cial and psychological processes, which
develop as a consequence of historical
tradition, political maturity and the con-

Box 2.2.1

Structure of State Budget Expenditures in the Republic

of Moldova, 1998

Others
21.7%
Capital
investments
6.8%

General state
services
4,8%

Public order and
national security
6,7%

Source: Ministry of Finance

Social
protection
11.9%

Health care
13.0%

Education
21.2%

State debt
servicing 13,9%
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fidence of the people in the institutions
of government.

The following two to three years will
probably be critical for the Republic of
Moldova. There are two possible scenar-
ios: either the crisis in the society and in
the economy becomes irreversible and
Moldova becomes a third-rate country,
peripheral and stagnant, or it succeeds in
overcoming the current situation and
manages, after the year 2000, to find its
own place in the economic and spiritual
space of Europe.

Regarding human security require-
ments in the Republic of Moldova, it is
possible to deduce certain criteria that
indicate the critical levels of the most
important indices of social and econom-
ic security. Their assessment takes into
account the need for:

a decent standard of living for the
population, and the possibility to im-
prove it;

an increase in economic produc-
tivity; the sustainability of the finan-
cial system, which determines the level
of the state budget deficit, through
the sustainability of the banking sys-
tem, level of internal and external
debt, deficit in the balance of pay-
ments, conditions for stimulating in-
vestment and a rationalization of the
structure of foreign trade;

the strengthening of the scientific
and cultural potential of the country;

the creation of legal, economic
and administrative conditions that
would reduce corruption and the size
of shadow economy, placing the so-
ciety out of danger;

the preservation of the economic-
territorial integrity of the country, ex-
cluding regional separatism and de-
veloping local self-administration so
as to use the territorial resources more
efficiently while respecting the gen-
eral interests of the state.
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The Centre for Strategic Studies and
Reforms (CISR) assessed the state of hu-
man security in the Republic of Moldo-
va from two perspectives: macroeconomic
indicators (economic security of the state),

Table 2.2.1

Republic of Moldova: Macroeconomic Indicators
for Economic Security, 1998

Initial data for calculation of indicators

and social parameters. Tables 2.2.1 and Foreign debt USD 1.3 bn
2.2.2 present, for these indicators, both GDP MDL 9 bn
their current values and their critical lev- Foreign debt service USD 60 m
els. Public debt service USD 100 m
An attempt has also been made to Total expenditures of state budget MDL 2 bn
synthesize a group of key indicators and LB cpionts USD 0.7 bn
calculate an aggregate indicator (Prof. C. Imports U0 1
Zaman, CASE Expert, Romania/Poland). Indicators Current Value Critical level
The aggregate indicator takes into account 1. Foreign debt/GDP About 80% 65%
ten reference indices from the following 2. Foreign debt service/Exports 8.6% 5%
domains: demographic — death and birth 3. Public debt service/Total expenditures 25% 5-7%
rates, life expectancy, etc.; social — un- of state budget i
employment, the GDP share of social = $hree groups o m iz gOOdS/. .
. . otal imports (mineral products, including energy
expenditure (on health care, education, resources, equipment, chemical products). 57.8% 30-35%
etc.); social welfare of the population — 5. Three groups of exported goods / Total exports
the share of food costs in a household (food products, drinks, cigarettes) 54.8% 20-25%
budget, the number of calories consumed 6. Exports to one country / total exports 58.2% 25-30%
by an individual, etc; foreign economic 7. Imports from one country / total imports 28.5% 15-20%
. . 8. Exports/Imports 64% 95-100%
relations — foreign debt, the degree of %) [Dees OF GUSiHine @il
country dependency, the structure of in the country About 70% 100%
imports and exports; fiscal domain — the 10. Share of shadow economy 50-60% 15-20%
domestic debt, tax evasion, the relative
. L Source: DSAS, CISR estimations
weight of the shadow economy; institu-
Table 2.2.2
Republic of Moldova: Social Indicators of Human Security
1990 1998 Acceptable 1990 1998 Acceptabil
Life expectancy, years 68.5 67.0 Value of nutrition, kcal/day 2969 1980.3 2100
For women 71.8  70.7 Social polarization NA  12.6 5-8
For men 65 63.2 of population, times
Birth rate, per thousand 17.7 10.9 Gini coefficient 0.27 0.44 0.29-0.31
Total death rate, 9.7 11.9 7-g| Coefficient of demographic depend. 82 77 2p
per thousand Coefficient of social dependency 0.44  0.71  0.2-0.25
Natural increase, 8.0 02 Share of social expenditures, % 18.4 17 15
per thousand of GDP
Infant mortality, 19.0 17.8 10 Expenditure with health care, %  3.8* 5.9 8-9
per thousand of GDP
Fertility coefficient, 239 1.667 2.1 | Annual average health care N/A 114 210
number of births expenditures per person, lei
Net reproduction ratio, % 1126 781 100 Expenditure with education,%  7.8* 10 5-6
Official rate of N/A 2.0 46 | of GDP
unemployment, % Annual average expenditure N/A 1807 2460
Hidden unemployment, % N/A 9.4 4-6| perstudent, lei
Rate of employment 82.6 52 65-70 Expenditure with pensions, % 4.5* 7.4 10-1
of labour force, % of GDP
Share of foodstuff 345 679 25-30, Rate of salary replacement 404 335 33-35
expenditures, % by pension, %
*1992 N/A - data not available.
Source: DSAS, CISR estimations
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tional field — the degree of bureaucrati-
zation of the public administration, the
intensity of corruption.

Based on the actual level of each in-
dicator and comparing that with a unit
level of reference that would express a
normative value of the respective indica-
tor from the point of view of social and
economic security, we obtained the fol-
lowing aggregate indicator for the Repub-
lic of Moldova (see table 2.2.3).

As has been stated, the human secu-
rity of the country is ultimately reflected
in the indicators of social well-being of
the nation. All these indicators (living
standards, income inequality, degree to
which cultural requirements are met, re-
spect for personal rights and liberties,
crime rate, the dynamics of fertility, mor-
tality and population growth, life expect-
ancy) have reached and exceeded maxi-
mum acceptable limits. The problem of

Table 2.2.3

Calculation of the Aggregate Indicator of Human Security

in Moldova

Indicator Actual Reference
1. Demographic index 0.15 1
2. Unemployment 0.42 1
3. Social welfare of the population 0.2 1
4. Social expenditures 0.6 1
5. Foreign debt 0.21 1
6. Internal debt 0.25 1
7. Foreign trade 0.35 1
8. Tax evasion and shadow economy 0.56 1
9. Degree of bureaucratisation 0.5 1
of state administration

10. Intensity of corruption 0.1 1
Aggregate index of human security 3.34 10

(social and economic)
Methodological note:

® The calculation of the actual values of the indices of Moldova used
either a linear or a logarithmic scale.

® The reference unit value of each index does not correspond to an
ideal situation, but to a level considered desirable, taking into account
both the real possibilities of Moldova and a reference situation which
would express the normal functioning of a society.

® The aggregate level of the index corresponds to the sum of the
values of the ten indices used.
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Box 2.2.2

Poverty in Moldova
(% of population)

==Omm Absolute poverty

50%
Poverty caused by
insufficiency of food

[ 45%

— — — — — —— " 40%

- T T T T I3%%

[ 30%

T T T T 5%

— — — 4 — — T T T T Tu2%

1997 Q2 1997 Q3 1997 Q4 1998 Q1 1998 Q2 1998 Q3 1998 Q4

Note: Absolute poverty line: 82.1 lei in
May 1997 prices Line of poverty cased
by insufficiency of food: 65.2 lei (at 2100
cal.) prices of May 1997

Source: calculus from Households Budget
Survey

poverty has now acquired a particular
sharpness (see box 2.2.2).

The aggregate indicator calculated
above shows that in the Republic of
Moldova an individual has a human (so-
cial and economic) security which is far
less than he/she should have in condi-
tions of a normal functioning of the eco-
nomic, social and political systems. It may
also be pointed out that the main respon-
sibility for that situation lies with the state,
since most of the indices used in the de-
termination of the value of this aggregate
indicator belong to the sphere of nation-
al economic policy.

The reality is such that it is impera-
tive for the state to implement a number
of measures of social policy aimed at de-
creasing and avoiding internal and exter-
nal threats to the social security of Moldo-
va. Actions in this field that need to be
implemented immediately include mon-
itoring and forecasting the basic factors
that threaten economic security, and de-
termining the thresholds for the indica-
tors of the social situation which, if ex-
ceeded, will require the implementation
of extraordinary measures of a legal, eco-
nomic and organizational nature.
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CHAPTER 3.

RISING SOCIAL INEQUALITY

3.1. Economic Insecurity
of Different Social Groups

Economic security constitutes an im-
portant factor in human security and sus-
tainable human development. Related to
basic human needs such as food, shelter,
health, etc., economic security presup-
poses a favorable environment that would
lead to decent living standards. It assuems
the possibility for people to make choices
in a free and secure way, without expo-
sure to threats or undue constraints, and
to achieve a fuller measure of personal
development. In such a context econom-
ic security creates a sustainable basis for
a prosperous daily life and a larger access
to social opportunities.

Characteristic of the Republic of
Moldova is a rather insufficient level of
economic security that has an adverse
impact on human development. The deep
economic decline, made harsher by the
low capability of public bodies, is among
those facts that substantially undermine
human development. Thus, poverty, mor-
bidity, unemployment, environmental
pollution and criminality lead to a pro-
nounced human depression. Forced to
face the penury of a turbulent environ-
ment, people become more sensitive and
vulnerable to social economic threats.
Erosion of a person’s welfare causes the
absolute majority of the population to be
preoccupied primarily with earning an
existence, making many people self-cen-
tered and indifferent to those around
them. People in general become more
frustrated and make no illusions regard-
ing their future perspectives.

Current phenomena in the Republic
have a deleterious influence on human
security, in a number of cases bringing it
closer to the critical threshold. However,
the impact on the population is not a
uniform one. The transition’s social costs

most of all affect large families, invalids,
and single old people making their life
very poor. Here social tiers become more
evident, and relations between them more
tense.

Economic security is associated in the
first place with availability of a secure in-
come, usually originating from produc-
tive and remunerated labour, adequate to
ensure the basic needs of a person. Peo-
ple’s income in Moldova, however,
doesn’t have a stable basis of support, a
fact that ultimately lead to its erosion. In
1998 average real disposable personal in-
come showed a 13% decrease, constitut-
ing slightly more than one-fifth of the
income registered in 1990. Erosion of real
individual income turned out to be more
pronounced when compared to the de-
cline of basic macroeconomic character-
istics. For example, the decline of global
industrial and agricultural output in 1998
constituted 11% and 15%, respectively,
resulting in a final GDP diminution of
8.6%. Thus, only 1/5 of the population
may be conventionally considered to have
a sufficient level of secure income.

Judging from the income level and
dynamics that obtain, one understands
that people’s expectations that they would
benefit from economic reforms were not
realized. On the contrary, there is a wors-
ening of living standards. And this is true
in respect to all living standards charac-
teristics, especially such characteristics as
availability of a stable, remunerated job;
individual, diversified and decent con-
sumption; and free access to basic social
services.

Three major changes related to per-
sonal income took place recently:

A substantial decrease in real in-
come following the devaluation of
wages and social allowances, both of
which constitute major income sourc-
es;
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An essential change of the income
structure — there was a decrease in
the weight of traditional income
sources (wages, pensions, allowanc-
es) compared to an increase of alter-
native sources;

An intensified income-based dif-
ferentiation of the population in re-
sponse to a decompression of sala-
ries, in turn, has led to a wider dis-
crepancy between social groups.

The deepening personal income in-
security is mostly caused by a substantial
decrease in wages and by an increase of
occasional, temporary resources (currency
operations, lease of apartments, etc). For
example, salary in 1993 used to consti-
tute 74.5% of personal income sources
compared to a weight as low as 33.8% in
1998. During the first quarter of 1999 sal-
ary as a source of income has become
even less significant constituting only one-
fifth of disposable personal income. Such
a phenomenon may cause serious social
distortions in the Republic of Moldova,
given the fact that more than 72% of peo-
ple engaged in the economy are paid
employees. (In highly developed coun-
tries, as a rule, the weight of the remu-
neration fund is not lower than 60% of
the gross revenues of populations.)

Insecurity of income is constantly ris-
ing now that the private sector is expand-
ing and a considerable segment of the pop-
ulation is employed in precarious jobs. Even
given the fact that revenues in the private
and informal sectors are considerably big-
ger than the ones in the public sector, the
temporary and undefined character of such
jobs is associated with a higher degree of
risk for the employees. The structure of the
population’s disposable personal income to
some extent undergoes changes also due to
an increase of income generated by cur-
rency operations, the weight of which con-
stitutes 20.9%. At the same time, one should
not overestimate this phenomenon and have
illusions vis-0-vis their role in the creation
of personal income. This factor is indeed
significant but only for limited segments of
the society, the spread of the activity alto-
gether remaining slow.

Economic security of the population
able to work requires first of all the pro-
vision of adequate salaries to meet vital
social needs. In 1998, however, the aver-
age salary of an employee in the Repub-
lic provided for only 52.9% of the mini-
mum consumption basket needs. Based
on such a situation one can make some
judgement about state policy regarding
labour remuneration. Thus, remuneration
policy is treated as a derivative to other
components of the economic policy. Set
objectives appear as secondary ones to
such goals as the establishment of macr-
oeconomic financial stability, and in a
majority of cases they are simplified to
application of severe measures such as the
“freezing” of salaries.

The provision of relatively low sala-
ries in the country’s economy is to a great
extent related to the large share of rural
sector employment. Practice shows that
even in advanced countries remuneration
of rural sector employees is lower com-
pared to remuneration of employees of
the industrial, or service delivery sectors.
Characteristic for Moldova is a predom-
inant employment in the agricultural sec-
tor: for example, the share of employees
engaged in agriculture, forestry and hunt-
ing constituted 39.8% in 1998. The ratio
is 2.7 rural sector employees to one in-
dustrial sector employee. This explains the
predominance of cheap labour force in
the overall employment structure and due
to this indicator the Republic of Moldo-
va finds itself closer to countries with a
low living standard.

Recently, according to the National
Accounts statistics, the share of remuner-
ation funds in the GDP shows a decrease.
In 1998 it constituted only 42%. This in-
dicator is lower than those registered in
industrially developed countries, and it
may directly undermine human security.

Arrears, widely spread lately, is an-
other phenomenon leading to further ag-
gravation of the income situation. While
in 1993 arrears to salaries constituted 3.4%
of the total annual remuneration fund, in
1995 they had already reached an amount
of 12.1% and in 1998 even further to
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25.8%. Arrears to salaries are actually
money withheld from the calculated sal-
aries, a fact that considerably diminishes
the labour force value and weakens the
reproduction function of the salary. Pay-
ment of salaries made with big delays do
not entirely compensate the losses sup-
ported by an employee during this peri-
od of time, for the reason that part of the
salary undergoes devaluation even in con-
ditions of moderate inflation.

All these phenomena have a negative
impact and maintain wages at extremely
low levels in the Republic of Moldova.
Estimated in US dollar value, salaries in
the Republic of Moldova are in the sev-
enth place among CIS countries. One
should notice the recent tendency of a
widening discrepancy between the remu-
neration level in the Republic of Moldo-
va and in the majority of CIS countries.

Inflation processes under way in
Moldova have an adverse influence on
the real wage. Compared to 1990, real
average salary per employee has decreased
2 fold in 1998. Current real salary values
correspond to the ones in force several
decades ago. Thus, in 1998 the real sala-
ry adjusted to for inflation turned out to
be equivalent to the one registered in 1967
(for health protection sector), to the one
characteristic for 1962 (social insurance
sphere) and to the one in force in 1959
(education sector). The decline of real
income has led to a substantial deteriora-
tion of purchasing power. The current
level of wages does not allow employees
to ensure a balanced consumption ade-
quate to meet vital needs. In 1998 peo-
ple could purchase a little more than half
of the minimum consumption basket
goods. This acted as a considerable con-
straint on human development.

Lately, the management of econom-
ic entities sends employees on unpaid
leave or transfers large numbers of them
to temporary or incomplete work pro-
grams. None of these practices are backed
up by a well-defined legal framework, by
labour legislation or other normative acts.
A policy of withheld salaries was former-
ly implemented via labour report meas-

ures but also through austere budgetary
policies (reduction of budgetary expen-
ditures, compression of monetary mass,
stringent control over the level and growth
of money in circulation).

The level of well being of elderly per-
sons and invalids, of families who have
lost their breadwinner and of others who
are unable to work has reached critical
proportions. Most of them are on the
brink of their existence, due to the fact
that their pensions and social allowances
are extremely small and cannot provide
even for minimal physiological needs.

The total number of pensioners (in-
cluding military) at the beginning of 1999
achieved 787.9 thousand people, which
makes 22% of the entire population of
the Republic of Moldova. The pension
average amount was 84 lei in 1998, the
minimum one being only 60 lei, includ-
ing all supplements and additions. At the
same time the real value of pensions fell
6.5% as compared to 1997, while related
to the purchasing power constitutes only
40% of the pension amount registered in
1990.

The deterioration of pensioners’ liv-
ing standard has directly affected an even
larger number of people. There has been
a higher rate of increase in prices for goods
and services traditionally consumed by
pensioners as compared to the average
inflation in the economy. The situation
of pensioners and material needs has be-
come critical also due to the fact that the
pension does not fulfill its function of
maintaining beneficiaries’ living standards.
According to the author’s estimates, the
relation between the average pension and
the minimum consumption basket in 1998
didn’t exceed 17.8%, while the minimum
labour pension provided for only 27% of
minimum exitence.

The low income levels of pensioners
in the Republic at present doesn’t seem
to make feasible in the near future the
achievement of the desired human de-
velopment goal, which was to align the
well-being of pensioners to the one of
employed population. A precondition for
this would be an average pension substi-
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tution rate of 75% of the average salary
amount. In the Republic of Moldova,
however, there is a tendency towards a
worsening of this ratio, from 60.3% in
1993 down to 33.6% in 1998.

The low-income level is not the only
factor leading to a deterioration in the
social status of pensioners. The erosion
of pensioners’ economic security is also
caused by the following processes:

Considerable delays in the payment
of pensions that have acquired a mass
character lately. A pension is the only
resource for many aged people and
in view of this they simply are threat-
ened with hunger. As of January 1,
1998 arrears to pensions constituted
192.2 ml lei, an amount which sub-
sequently increased 1.5 fold and
reached 296.8 ml lei at the beginning
of 1999.

An increase in tariffs for utilities,
electricity and heating forced a ma-
jority of pensioners to considerably
reduce their personal consumption of
these supplies and limit their purchas-
es mainly to food products.

The increased cost of personal serv-
ices services has led to the exclusion

Box 3.1.1

One of most fre-
quently used methods
in social stratification
analysis is the Lorenz
curve. It shows the
degree of equality/in-
equality of distribution
of incomes. The sma-
ller the curve convexi-
ty, the more even is the
income distribution,

Income

Lorenz Curve for 1998
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and conversely, the more convex the curve, the more pronounced the
inequality. An absolutely even distribution would be a straight line
(bisector) of 45 degrees. The area between the straight line and the
Lorenz curve in the figure denotes the degree of inequality in the
distribution of income. In the case of Moldova, the Lorenz curve
displays the lack of uniform distribution of income. Thus, the first
decile (the porest) hold less that 1% of the overall disposable income,
whereas the tenth decile (the richest) accounts for 48.7% of income.

Source: CISR calculations based on HBS data.
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or limitation of many pensioners from
access to such services as repairs of
household utensils, haircuts, dry
cleaning and laundries.

Due to the collapse of social in-
surance, the cancellation of welfare
funds and the partial commercializa-
tion of medical services, pensioners
experience severe financial impedi-
ments in the procurement of medical
treatment and medications.

The difficult situation on the la-
bour market provides very few op-
portunities for pensioners to find work
and earn additional income.

While not long ago the well being of
pensioners could have been qualified sim-
ply as lower than that of the economical-
ly active population, at present they be-
long to the most vulnerable and excluded
layer of society. This group of people is
most severely affected by the economic
recession and they are the ones that bear
the burden of social costs. Elderly per-
sons have chances to survive only when
they possess household plots and are able
to farm them, or when they benefit from
their children’s assistance. From the so-
cial demographic point of view one may
say that present situation reflects a global
distribution of social goods to the benefit
of the younger generation and to the det-
riment of the older generation.

Disparities between the well-being of the
rural and urban population continue to
widen in Moldova. Average income per
capita was 117.8 lei per person in 1998.
However, in urban areas it used to be
1.23 times higher, compared with only
87.1% in rural areas. Disparities of in-
come between townsmen and villagers
becomes more and more significant: in
1994 it constituted 23% while in 1998 it
increased up to 34.2%. The insecure in-
come of those living in rural areas is also
caused by the inefficient structure of their
global income (Annex 3).

A characteristic of rural families’
budgets is income in kind, which actual-
ly predominates in all cases. Its share in
the total income structure makes 64.1%.
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About 90.9% of revenues originating from
agriculture are in kind, this referring firstly
to the internal consumption (i.e. of own
products). Non-salary incomes predom-
inate in rural areas, and this factor along
with small and delayed earnings lead to a
substantial reduction of the population’s
purchasing power.

The main part of a rural household
income (64.1%) is in kind. These are ag-
ricultural products obtained from plots
nearby or received as remuneration for
labour. Thus, the majority of agricultural
products represent raw products that need
additional expenditures for their process-
ing. Besides, the rather poor assortment
of products at the disposal of households
cannot ensure a well-balanced and varied
structure of consumption. These factors
ultimately undermine personal security and
make human development more difficult.

Personal well-being depends on a
person’s place in the social-economic
network of the Republic. Businessmen
and non-agricultural employees are in a
slightly better situation, their disposable
personal income being 56.1% and, respec-
tively, 22.9% higher than the average for
the Republic.

Agricultural employees turn out to be
the most vulnerable as far as economic
security is concerned. Very often they
are unqualified (or minimally qualified)
workers, whose salaries are much lower
than those in other sectors of the econo-
my. Large and continuously growing ar-
rears to salaries are the main reason for
these employees’ worsening material con-
dition. During 1998 salary arrears for
agrarian sector employees showed a 1.2
fold increase, attaining about 1/3 of the
total amount of salary arrears in the coun-
try. The palliative character of reform-
oriented measures along with delayed
cardinal transformations in the agrarian
sector of the economy have contributed
to an intensification of farmers’ vulnera-
bility. At present, with an average per
capita income 18% lower than the aver-
age income in the Republic, farmers rep-
resent one of the most sensitive strata in
the turbulent economic environment.

Box 3.1.2.

Social Infrastructure Rehabilitation

A significant
role in strengthen-
ing human securi- 1%
ty is played by mi- ’

cro-projects aimed . '
’ ~65%

at social infra-
‘ [J WB loans [JLocal community [JMoldovan Govt. []Grants ‘

Lorenz Curve for 1998

structure. In this
regard particular
attention should
be paid to the Social Investment Fund (SIF). The SIF was set
up in 1997 to assist in restoring the social sphere in rural areas.
Selected to participate in 214 investment projects were 519
villages in disfavored rural zones. The projects were designed
for sustainable development in the social sphere. The projects
focus on: (i) the roads network; (ii) schools; (iii) hospitals; (iv)
houses of culture; (v) shops; (vi) water provisioning systems;
(vii) and gas supply. So far 17 projects in 6 Moldovan districts
have been implemented. Another 25 projects are being con-
tracted and approved. In the near future some 400 more small
projects worth US$15 mil. are envisaged.

Cost sharing is done as follows: the Government of the Re-
public of Moldova, rural communities, credits from the World
Bank, grants from foreign governments and non-governmental
organizations. Thus, 85% of SIF sources are international grants.
Rural communities contribute another 15% of projects’ costs,
out of which one-fifth are cash contributions, and the remain-
ing are construction materials, necessary equipment and ma-

chinery.
Source: data from the WB-Moldova office

Income generation by households is
closely connected with the type of activi-
ties practiced by family members. Thus,
in the case of farmers, 76.5% of their
personal disposable income originates
from entrepreneurial agrarian activities;
61.6% of non-agrarian workers’ income
comes from salaried activities; 65.6% of
entrepreneurs’ income is generated by
independent activities out of which 39.6%
are trade-related and 26.0% are non-
agrarian. In the case of agricultural sec-
tor employees and pensioners there is no
correspondence between the type of ac-
tivity and the main income source; their
incomes come predominantly from aux-
iliary agricultural activities.
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Land plots owned by a household have
a decisive role in the basic creation of
income, whereas for many families is even
their main source of existence. The total
amount of households in the Republic
possessing land plots makes about 76.3%.
The distribution is the following: almost
all households in the rural area and 42.2%
in the urban area own plots. Plots adja-
cent to or near to houses constitute the
most frequently held plots of households;
e.g., 91.3% of the total number of plots
in rural areas and 53.7% from urban are-
as. Out of the total number of urban plots,
40.1% householdrepresent plots within
fruit growing associations. Households in
the rural area account for 8.4% of agri-
cultural land tenure.

Housing provisioning in the Repub-
lic is sufficient in general. A household
comprises on the average 62.7 square
meters of housing, out of which the liv-

Table 3.1.1
Housing Provisioning

Urban Rural Total
Ownership
Public 18,9% 0,5% 7,8%
Departmental 11,8% 0,1% 4,8%
Cooperative 4,5% 0,1% 1,8%
Personal 62,3%  97,9% 83,7%
Rented by private owners 2,4% 1,3% 1,7%
Other 0,1% 0,1% 0,1%
Total 100,0% 100,0% 100,0%
Housing Characteristics
Separate apartment 63,1% 0,6% 25,5%
Communal apartment 0,0% 0,0% 0,0%
Hostel 12,2% 4,9%
Individual separate house 20,1% 96,7%  66,1%
Part of an individual house 4,4% 2,6% 3,3%
Other 0,1% 0,1% 0,1%
Total 100,0% 100,0% 100,0%
Average number of rooms 2,2 3,1 2,8
Average housing area (m2) 47,8 71,5 62,7
Source: HBS, 1998
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ing quarters average 44.1 ml with approxi-
mately 2.8 rooms. Inhabitants in the ru-
ral areas have larger dwellings compared
to those in town, the area being 1.5 times
larger. On the other hand availability of
utilities in rural areas is extremely insuf-
ficient.

One should mention that families with
children have less living space compared
to other households. For example, while
housing space averages 46 ml per person
and a married couple has an average of
68.4 ml, an incomplete family has 52.7
mil. In contrast to the recent past, more
than 91.6% of families live in houses or
separate apartments, which is a positive
factor. About 84.2% of households have
become owners of their housing. Most
part of households in villages (97.9%)
possesses private separate houses (96.7 %).
In urban area, according the polls, only
62.3% own their housing, with a majority
(63.1%) living in separate apartments.

One can judge the economic insecu-
rity of the population based on the pur-
chasing behaviour and the dynamics and
structure of consumption expenditures. Low
level of income per person appears to be
a main constraint in a household’s ex-
penditures. Food expenditures predomi-
nate, accounting for 65.7% of total house-
hold consumption expenditures.

The high share of food expenditures
in household budgets indicates the exist-
ence of poverty in Moldova. Unlike oth-
er countries and even from the situation
registered at the beginning of the ’90s,
when food expenditures constituted 34%
— 35%, Moldova now falls in the range
of countries with food insecurity. Also the
quality and nutritional composition of
food has considerably deteriorated. Due
to a lack of money, a majority of the pop-
ulation finds it difficult to procure essen-
tial food products. The caloric value of
food has diminished during last three years
1.3 fold, reaching in 1998 a minimum of
1980 calories per capita. This is well be-
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low the minimum requirement of 2500
calories set by the World Food Organiza-
tion. Malnourishment primarily affects the
poor layers of society. It has been esti-
mated that 20% of the poorest quintile of
population receives only 1775 calories per
day or 85% of the average amount per
Republic. For another 10% at the bot-
tom of society the caloric intake is lower
than the critical level of 1500 calories,
which falls into the hunger category as
set by the World Food Organization.

Specifics of individual consumption
in the Republic of Moldova consist of an
essential reduction of food expenditure
outside the household. This is due to a
considerable rise in prices on meals pre-
pared and served in the catering sector.
For this reason the great majority of the
population prefers to purchase food prod-
ucts from the market for subsequent prep-
aration of meals at home.

Contrary to Western countries, goods
that meet basic needs (clothing, shoes, lin-
en, personal hygiene, indispensable goods)
predominate in the structure of non-food
individual expenditure, with a modest share
of longer use goods included.

At the same time the supply of house-
holds with longer-use goods procured in
the past, such as TV sets (86 per 100 fam-
ilies); refrigerators (73 per 100 families);
washing machines (52 per 1000 families)
seem to be adequate. There is, however,
a disparity between rural and urban areas
as far as distribution of these appliances
is concerned. Thus, in villages, per 100
families, the number of TV sets is 15 less
(15.5%) than in towns; 25 fewer refriger-
ators (28.4%); and 23 fewer washing ma-
chines (35.7%).

Thus, the economic security of
Moldova’s people is considerably endan-
gered. The situation is aggravated by the
fact that the state does not apply full its
full capabilities to regulating these proc-
esses. Strengthening of economic secu-
rity requires that an income policy be
incorporated in the general social devel-

opment program of the Republic of
Moldova.

In order to consolidate the economic
security of different social groups, it is
necessary to undertake the following
measures:

An improvement in the labour re-
muneration system, through an in-
crease in the real composition of sal-
aries and their adjustment to infla-
tion rates;

The adjustment of public sector
salaries to those found in the private
sector through a system of collective
agreements regarding tariffs (per
branches);

An Increase of incomes in the
agricultural sector through the crea-
tion of the conditions necessary for
the development of efficient activi-
ties and a gradual reduction of dis-
crepancies between prices for agri-
cultural products and those for such
inputs as equipment, fertilizers, fuel,
etc.;

The development of a number of
programs aimed at securing the in-
come of vulnerable layers of the so-
ciety including aged single people,
invalids and large families, and en-
couragement of targeted social assist-
ance;

Performance of additional activi-
ties by voluntary and charitable or-
ganizations that complement the Na-
tional Poverty Eradication Program
with the aim of localizing and reduc-
ing poverty zones;

A realignment of the tax system with
the aim of redistributing the fiscal bur-
den, at present borne by the poor layers
of society, through a considerable expan-
sion of the tax base, covering the “shad-
ow economy” in the fiscal circulation.
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“Poverty is a source
of physical and
moral evil, but it’s
also true, however,
that moral evil is, in
its turn, a cause of
economic decline.”

Mihai Eminescu
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3.2. Changes in the Income
Distribution Pattern and
Increase in Disparities: the
“Newly Rich” in Relation
to the “Newly Poor”

Strata creation seems to be an indis-
pensable phenomenon in everyday life at
present. It is seen both in industrially de-
veloped countries and in those making
their first steps toward a market econo-
my. Social differences within a popula-
tion to a great extent are explained by
the very nature of the human being. Peo-
ple behave differently as far as their con-
tribution to the creation of their own
welfare is concerned and also in their
consumption of goods and services. Some
are inclined towards exaggerated con-
sumption, others, on the contrary, towards
ever growing savings. There additionally
come differences of people’s physical and
intellectual capacity to perform work and
their different places in the hierarchy of
the social network, which also leads to
differences in peoples’ welfare.

Social stratification becomes even more
pronounced in an uncertain world under-
going a transition to the market economy.
Transformation processes have had an ad-
verse impact on living standards, resulting
in a deeper inequality between income and
expenditures. Along with economic reces-
sion, the erosion of real income causes neg-
ative long-term distribution consequences
and facilitates the expansion of poverty. The
Republic of Moldova, similar to other Eu-
ropean countries in transition, shows one
of the highest growth rates in the social strat-
ification of its population from the welfare
point of view. Between 1993 and 1998 there
occurred a 15.4 percentage point increase
of the Gini coefficient on the average,
reaching 44.1 at the beginning of 1999.
Judging from social and economic events
so far, there are no premises indicating a
change of this trend.

The deepening of inequalities and so-
cial stratification is predominantly caused
by the following phenomena:

o Liberalization of the salary structure
following the exclusion of bureaucrat-

ic barriers from the remuneration
policy and the increase of non-tradi-
tional income sources (currency op-
erations, lease of assets, interest rate
on securities, etc.). As a result of the
cumulative effect of such phenome-
na a dispersion of income has oc-
curred notwithstanding the fact that
the educational and professional pro-
file of employees underwent no
change. At the same time earnings
have become more volatile due to the
risks assumed by a person at the mo-
ment of engagement or to frequent
failures in business.

o Development of private sector and
increased flexibility level in the labor
market ensure a wider range of op-
portunities to choose between the
public sector (relatively inefficient)
with secure but small (fixed) salaries
and the private sector with higher sal-
aries but also with a greater risk level.
Empirical examples show that people
prefer the private sector. Thus, there
occurs a redistribution of labour force
from the public sector to the private
one. In 1998 the number of employ-
ees in public enterprises and organi-
zations constituted 28% of the total
number of employees in the national
economy, compared to 55% in 1992.

o Privatization and structural reforms
have acted as an impetus to entre-
preneurial activities that are associat-
ed with a broader differentiation of
remuneration. Causing essential mod-
ification of formsof ownership and
employment opportunities, privatiza-
tion ultimately leads to inequalities
in the distribution of total income.
The fact that public assets are pro-
cured during auctions mainly by
wealthier layers of society enhances
their more advantageous position
compared to the poorer social strata
and increases their consolidation of
their own personal welfare. Income
sources become more varied and less
dependent on governmental restric-
tions and barriers. At the same time,
a concentration of assets in the hands



TRANSITION and HUMAN SECURITY

of a restrained group of the society
deepens further the degree of income
inequality, since discrepancies be-
tween salaries in the public sector and
the private become more and more
significant.

o Creation of new service markets
within which the private sector may
partially substitute for the public sec-
tor in rendering of a number of basic
services such as education, health pro-
tection, telecommunications, etc.
Such transformations are not expect-
ed to affect the poor layers of popu-
lation, should they not bring about a
reduction of the number of employ-
ees in the public institutions. Bene-
fits of the private service sector are
predominantly enjoyed by the wealth-
ier layers of society, they being the
only ones that can pay extra sums for
elite schools, specified medical serv-
ices, mobile telephones, etc. Thus,
new service markets create possibili-
ties for rich actors to have access to
luxurious basic services, contributing
in such a way to a hypothetical in-
crease of benefits deriving from ex-
penditures for the procurement of
such services. As a result, the discrep-
ancy between the well being of the
rich and the poor becomes even more
pronounced.

The above facts link deepening so-
cial stratification and economic reforms,
and constitute an objective process dur-
ing the period of adjustment to new mar-
ket conditions. The level of social differ-
entiation based on income criteria has,
however, exceeded the critical limits and
has acquired a negative and destructive
character. The inequitable approach to
production factors — capital and labour
force — when labour is subordinated to
capital, has to some extent led to the above
situation. Such an approach in reality
results in an underestimation of the la-
bour force contribution, in favor of an
overestimation of the material factor (cap-
ital and technologies).

The collapse of the old system that
ensured a decent way of life by securing

Fig.3.2.1.
The “new rich” profile, 1998
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Source: HBS, 1998

a modest living standard to the majority
of the population brought about a total
ruin in the quality of life. Poverty has
acquired a mass character. The situation
is also aggravated by the fact that against
a background of mass pauperization of
the population, a relatively small segment
has appeared with fabulous incomes orig-
inating predominantly from dubious ac-
tivities.

The household budget survey indicates
a significant differentiation of the popu-
lation based on income criteria: 20% of
the least well-provided for (first quintile)
has only 3.4% of the total money resourc-
es, whereas 20% of the wealthiest (fifth
quintile) shares 50.3% of the social wealth.
The decile differentiation coefficient (re-
lation between 10% of society’s richest
segment and 10% of the poorest one)
exceeds the 35-fold amount. The Gini
coefficient value, which characterizes the
degree of social stratification, constitutes
44.1. At the same time, according inter-
national research, it is believed that when-
ever the Gini coefficient value fluctuates
within a 29-31 range that also character-
izes an average degree of inequality.
Should the Gini coefficient exceed a
magnitude of 35, and then the situation
would be characterized by a highly ineq-
uitable degree of inequality.

Thus, according to international cri-
teria, the distribution of global income may
qualify as being one of total penury. In
reality, the distribution of income is even
less uniform, because the household budget
survey hasn’t also covered the revenues of
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the self-employed, to say nothing of the
fact that there is no recording of illegal,
semi-legal and informal revenues created
within the shadow economy.

A distribution of households per quin-
tiles based on average per capita income
makes it possible to establish the factors that
influence this phenomenon. The tenden-
cies indicated below show the dispersion of
population by different welfare levels:

Fluctuations of the monetary income
levels is the first factor that has an in-
fluence on the differentiation of glo-
bal disposable incomes both from the
point of view of their character and
degree. In-kind income has a less sig-
nificant impact on the dimensions of
welfare distribution. Thus, 20% of the
poorest possess 8.2% of the in-kind
income, while 20% of the richest pos-
sess 30.7%. Distribution of the in-kind
income is more uniform compared to
the distribution of total income. At the
same time there is a more pronounced
differentiation based on money income
criteria: the poorest layers of society
account for less than 1% of total in-
come, while 62% go to the richest seg-
ment of society;

Heterogeneous distribution of rural
and urban population per quintiles.
Every third member of a household is
covered by the first quintile (the poor-
est one) and in case of rural house-
holds every fifth member of a family is
part of the first quintile. The picture is

Table 3.2.1

Distribution of Households per Quintiles Depending on the
Numeric Composition of Families, %

Fig. 3.2.2
The “new poor” profile, 1998
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Source: HBS, 1998

Source: HBS, 1998

Composition of Families Total Per Quintile

1 2 3 4 5
One-child family 100,0 17,8 19,1 20,0 20,6 22,5
Two children 100,0 24,0 21,1 222 18,2 14,5
Three children 100,0 28,3 27,5 20,3 14,0 9,9
4 and more 100,0 36,2 32,8 144 13,7 29
children
No children 100,0 12,9 15,2 19,1 24,0 28,8
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completely different regarding distri-
bution of population per richest quin-
tiles. Urban inhabitants constitute
27.5% compared to only 10.9% of the
inhabitants from rural areas;

There is a close correlation be-
tween a household’s welfare level and
the number of children in it. The smaller
the number of children in a family,
the better the welfare levels. And vice
versa: the less numerous the family
(one without children), the better the
welfare level and the greater the prob-
ability of avoiding poverty. Out of
the total number of households with
4 and more children, the share of the
poorest ones constitutes 36.2%; and
respectively 28.3%, 24.0% and 17.8%
in households with 3, 2 and one child.
At the same time the share of one-
child families in the richest layers of
society stands at only 22.5% and fam-
ilies with 2, 3 and 4 children, respec-
tively, constitute 14.5%; 9.9% and
2.9% (table 3.2.1);

There is a direct relationship be-
tween a person’s position in a social
strata and the character of income dif-
ferentiation. Out of total the number
of farmers covered by the household
budget survey only each tenth belongs
to the richest quintile while every
fourth or fifth falls into the poorest
groupings of society. Characteristic for
agrarian sector employees is a more
profound differentiation. Thus, 24.0%
of their total number are poor farm-
ers and only 10.8% qualify as well off.
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In case the of the non-agrarian and
entrepreneurial sector the tendency isout
to quite the opposite. There 17.5% of fam-
ilies belonging to the non-agrarian sector
and 10.9% of entrepreneurial families fall
into the first quintile (the poorest one).
In the top quintile (number five) respec-
tively fall 29.3% non-agrarians and 41.0%
entrepreneurs (table 3.2.2).

The relation of average per capita
monetary income indicates the existence
of an objective welfare dispersion asym-
metry between farmers and workers of the
agrarian sector on one-hand and entre-
preneurs and non-agrarian workers on the
other. Thus, average disposable income
per one agrarian sector employee consti-
tutes 77.5% of the average amount for
the entire sample of households; respec-
tively, 85.9% per a farmer household;
120.7% for non-agrarian workers and
164.5% for entrepreneurs.

Peculiarities of population differ-
ences per different socio-economic
categories determine in turn the pe-
culiarity of the distribution of house-
hold members based on income sourc-
es. Only every tenth person falls into
the poorest social group, the income
of which is coming from employment
remuneration (wages), and, respec-
tively, every sixth person conducting
entrepreneurial activities falls in this
social group. On the other hand, the
richest categories of society include
more than one-third of salaried em-
ployees and about 40% of people in-
volved in entrepreneurial activities.
The relationship between the well
being of different socio-economic
groups and their distribution per quin-
tile can also be related to income
sources (table 3.2.3).

Jobs constitute a decisive factor in
determining the degree of material
differentiation within the population.
Only 10.7% out of the total number
of households employed in agricul-
ture, forestry and fishery fall into the
most well off quintiles (iv and v). At
the same time wealthier layers of so-
ciety include 29.45% workers from

Table 3.2.2

Distribution of Households per Quintiles Related
to Different Socio-Economic Categories, %

Socio-Economic Total Per Quintile
Categories
1 2 3 4 5
Farmers 100,0 19,7 25,0 23,6 17,9 13,8
Employees in the 100,0 24,0 27,3 20,5 17,4 10,8
agrarian sector
Workers in the 100,0 17,5 15,3 17,4 20,5 29,3
non-agrarian sector
Entrepreneurs 100,0 10,9 9,1 22,8 16,2 41,0
Pensioners 100,0 18,4 18,9 22,8 23,0 16,9
Other categories 100,0 38,3 18,9 15,5 16,8 10,5
Source: HBS, 1998
telecommunications, 34.5% from the
processing industry, power supply
networks and communal services ar-
eas and 47.3% from the trade sphere.
The situation appears similar in re-
spect to professions of household
members: the higher the qualification
of employees, the greater the number
of persons falling into the top quin-
tiles (the richest ones). Thus, quin-
tiles 4 and 5 include 51.3% managers
and top clerks; 39.9% high-qualified
experts and 30.9% qualified industri-
al workers.
Table 3.2.3
Distribution of Households per Quintiles Related
to Income Sources, %
Income Sources Total Per Quintile
1 2 3 4 5
Income originating  100,0 7,7 143 19,6 24,3 34,1
from salaried jobs
Income generated by 100,0 23,7 25,2 21,5 18,2 114
individual agrarian activities
Entrepreneurship 100,0 15,4 7,3 19,3 20,5 37,5
Social allowances 100,0 15,0 16,1 22,4 264 20,1
Other incomes 100,0 38,3 18,9 15,5 16,8 10,5

Source: HBS, 1998
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Families” well being is strongly de-
pendent on the education level of their
members. Out of the total number of fam-
ilies with higher education, only 12.2%
fall into the category of the very poor while
40.7% of these families possess rather high
income and belong to rich quintiles. The
number of persons with incomplete sec-
ondary education falling into quintile 1
(the poorest one) is rather significant, at
18.6% whereas their share in quintile 5
(the wealthiest one) is very insignificant

and accounts for only 15.2%.

Box 3.2.1.

Poverty Alleviation

National Strategy for Poverty Alleviation

Active policies
Promiting economic

opportunities for poor

Passive policies
Social protection

of the poor

® public works for low
qualified individuals;

® large access of the poor
to land plots, infrastruc
ture and productive
means;

® special programs
for making loans
to the poor;

@ casy taxation of activities
carried out by poor.

® nominal cash
compensations;

@® casual social help;
@ transfers in kind;

® communal utilities
subssidy;

® public transport facilities;
® home care;

@ institutionalized
social assiatance.

the social protection net.

of Moldova for 1998-2000.

National strategy on poverty eradication comprises 2 ele-
ments: (i) promoting economic opportunities for the poor to
use productively the only good that they have available, i.e.
their man power; (ii) rendering basic social services through

Sourse: UNDP. National Strategy on poverty alleviation in the Repuk
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Thus, there is a dramatic deepening of
social stratification in the Republic of
Moldova, and it acquires a threatening
magnitude. The result is that at one pole
relatively small groups of society possess
the bulk of social wealth, while at the other
pole the great majority live in poverty and
do not have the resources to secure a
decent living standard. Their possibilities
to contribute to broader human develop-
ment are extremely limited, a fact that
makes them sensitive and vulnerable in
respect to transformations that are occur-
ring in society today. Judging by the pe-
culiarities indicated below, the phenom-
enon of poverty continues to become
more and more pronounced:

The extent of poverty in the Re-
public of Moldova exceeds that in the
Eastern and Central European or CIS
countries;

Socially vulnerable categories (pen-
sioners, large families, invalids and the
unemployed) also include a sizeable
number of employees from the pro-
duction sphere, including qualified
workers who have fallen into pover-
ty-affected zones;

Poverty-affected groups of the pop-
ulation currently manage to preserve
relatively sufficient standards of edu-
cation, health protection, and sup-
plies of basic goods (housing, long
term-use goods), a fact that consid-
erably alleviates destructive distribu-
tive consequences and welfare ine-
quality;

Characteristic of poverty zones is
a low mobility of the labour force,
due to which the majority of those
affected do not have the possibility of
leaving a given home and engaging
in dual employment;

Characteristic of the mass expan-
sion of poverty is the creation of a
stagnant, self-reproducing mecha-
nism, one element of which is com-
pression of social and individual con-
sumption.
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3.3. Differentiated Access
to Goods and Social
Services

Two main groups, of an equal value,
may be distinguished among factors which
influence the access of the population to
goods and influence the structure and
quality of personal consumption in the
Republic. In the first group of factors is
the expansion of the right to ownership,
including the right to real estate. In the
next group is the appearance of goods
and services, traditional for developed
countries but new for the Moldovan con-
sumer, and the general growth of the con-
sumer culture. These changes, otherwise
favourable in the longer run, at present,
however, face the problem of creating a
corresponding solvable demand (second
group of factors). These phenomena have
led to an intensification of population
differentiation as far as access to social
goods is concerned.

Reduction of the amount of disposa-
ble income and its influence on the con-
sumption of different social goods is seen
to result in a differentiation of the con-
sumption ratio expenditures within in-
come groups. Access to different social
goods varies approximately sixfold among
decile groups I through X of income
groups.

At the same time, resources ensuring
such a variety of consumption possibili-
ties by socio-economic group differ es-
sentially.

In order to satisfy resolvable demand,
the less-well provided for groups, in
addition to their current income, have to
utilize resources originating from the sale
of their property and objects already in
their use. Monetary income covers from
16.3% to 98.9% of the total consumption
expenditures within decile groups I
through IX. Only within decile group X
does the current monetary income per-
mit resolvable demand without the in-
volvement of previously accumulated re-
sources.

Food products occupy a predominant
place in the structure of social consump-

tion goods in all income groups. They
account for 65.5% of the total popula-
tion expenditures in the first decile group
and up to 50.6% in decile ten. However,
specifically high share of food expendi-
tures does not mean an adequate level of
product consumption for low-income
families. Insufficient consumption of meat
and milk by the population in the first
decile group appears to be a serious prob-
lem. Compared to the consumption level
of decile group X, the deficit is 9.3 for
meat; 6.0 for semi-prepared meat prod-
ucts; 5.8 for poultry, 8.5 for pork; 4.5 for
sour cream; 4.9 for cheese and 5.0 for
butter.

In the case of bread and potato con-
sumption the difference appears smaller.
Nevertheless, all decile groups tend to
consume products from their own house-
holds, which accounts for a consumption
of 65.8% potatoes, 77.4% milk, 65.6%
eges, 59.3% vegetables, 59.7% fruits and
cereals, and 61.8% cheese. Ownership of
a land plot has become a rather impor-
tant factor as far as access of the low-
income population to food products.

Irregular purchasing power (even a
tendency toward this) in respect to a
number of food products has contributed
to their forced exclusion from consump-
tion (particularly in the case of families
with a low living standard). Replacement
of these products with less valuable ones
from the caloric point of view has led to
the deterioration of the food ratio struc-
ture. Thus, to ensure sufficient caloric
composition, calories are obtained from
bread and potatoes to a greater extent than
before. The increased lack of balance in
the food ratio, as far as content of fat,
carbon hydrates, vitamins and microele-
ments is concerned, may have long term
negative effects on the population’s health
and vital activities.

Changes in the amount and availa-
bility of food products, along with thepos-
sibilities of seasonal supplies and the erad-
ication of deficits, have undoubtedly in-
creased the Moldovan capacity to meet
the population’s food needs. These
changes, however, accompanied a reduc-

“In a well governed
country poverty

is shameful.

In a badly governed
country welfare

is shameful.”

Confucius
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tion in economic access to products for
the entire population of the Republic as
well as a change in established propor-
tions of consumption. It is obvious that
restoration of the food consumption struc-
ture and a return to scientifically recom-
mended proportions will require a much
longer period of time than has their de-
struction.

International experience shows that
an increase of living standards brings
about a change of consumption expendi-
ture structure for non-food products. There
occurs a constant reduction of expendi-
tures for short-term use goods and an
increase of the specific expenditure share
for long-term use goods. This is not the
case in the Republic of Moldova. The
consumption expenditures for non-food
goods within decile group ten exceeded
by 10 fold similar expenditures in the first
decile group.

The expenditure share for short-term
use basic goods like clothing and shoes
varies from 49.3% of the total expendi-
tures for non-food goods in the first decile
group to 71.6% in decile group II; from
80.4% in group IX to 77.6% in group X.

Such a distorted structure of expen-
ditures has been created due to the fact
that the individual needs Moldovans for
these basic goods are not properly satis-

Table 3.3.1
Length of Use of Social and Cultural Goods within Families
Social and Cultural Decila Group Length of Use, %
Goods in Conformity to Upto From6 More than
Total Disposable Inc. 5 years to 10 years  10years
Color TV 1 23,1 45,4 31,5
10 31,6 44,6 23.8
White and black TV set 1 8,9 21,2 69,9
10 134 222 64,4
Refrigerator, freezer 1 5,2 22,0 72,8
10 10,3 24,5 65,2
Washing machine 1 11,1 234 65,5
10 17,9 344 47,7
Source: HBS, 1998
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fied. In conditions of low solvency, mem-
bers of households have no possibilities
to replace their clothes. Even families with
high incomes are not fully supplied with
the necessary short-term use goods. This
tendency is valid also for long-term use
goods. Price is that factor which played
an essential role in diminishing the pop-
ulation’s access to major appliances. Due
to prices it was impossible for people to
replace obsolete or worn out goods in
current use, like refrigerators, TV sets, and
washing machines, with new ones. It
seems that at the turn of the ’80s and ’90s
there also occurred a halt in the procure-
ment of sophisticated household equip-
ment.

There is not necessarily a distinct re-
lationship between a family’s supply of
long-term use goods and their average
total income. The availability of such
goods in low-income families does not
differ too much from that in wealthy fam-
ilies. The number of TV sets per 100 is 87
in the first decile group and 92 in group
X; refrigerators, respectively, are 70 and
83; and washing machines, 51 and 63 for
the respective deciles.

In urban areas the relation between
family supply with sophisticated house-
hold equipment and the total average in-
come is even smaller. In the case of cer-
tain items, their level in small-income
households is higher than that in high-
income families. Thus, there are 97 TV
sets per 100 people in the first decile group
compared to 91 TV sets in group X; re-
frigerators, respectively 87 and 84. One
explanation of such a phenomenon is the
peculiarity of the family composition in
these deciles; they includes a large number
of pensioners and so-called “newly poor”
who purchased the majority of their valu-
able goods in previous years. The data
below confirm the observation that house-
holds of poorly-provided families have a
considerable number of obsolete goods
in their use (table 3.3.1).

There are also other than numerical
differences between the availability of
long-term use goods within households.
Thus, relatively new, improved models of
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long-term use goods began to appear in
large quantities on the Moldovan market
only at the beginning of the ’90s and only
families with a higher income can afford
to procure them.

The creation of a system supplying
social services, equally accessible to the
entire population, appears an absolutely
needed condition for human development
on the brink of the 21st century. Before
the ’90s, the levels of the population with
access to basic social goods was much
higher in Moldova compared to that in
other countries at similar stages of eco-
nomic development. At present, because
of the systemic crisis, the problem has
become rather acute, a fact that has an
extremely unfavourable influence on the
social situation.

Recently, differences regarding access
to social services have become more Sig-
nificant from the point of view of human
development. This is also true with re-
spect to such priority services in the med-
ical and cultural fields, a fact that gener-
ates a strongly adverse reaction among
people. The introduction of fees for serv-
ices, which were formerly free or were
privileged, is a very sensitive issue for less
well-provided families. Less than one-
third of the population has access to cen-
tral heating and sewage. Even less — one-
forth are provided with hot water and
bathtubs. In rural areas the situation is
even more critical, because there are no
such facilities there.

Household expenditures for health care
per one family member in the first decile
group constitute 3.75 lei; in group I —
1.61 lei; in group IX — 7.05 lei and in
group X 11.75 lei. The inability of less well-
provided families to cover expenditures for
medical care has led to a considerable ag-
gravation of their members’ health. Of the
total number of households which have
assessed their health condition as “acute”
and “very acute,” 42% belong to decile
groups I and 1I, and only 35% to groups
IX and X. The incidence of chronic dis-
eases, with the exception of diabetes, also
presents much more frequently among low-
income families. (table 3.3.3).

Table 3.3.2

Availability of Communal Utilities

Sewage Urban Rural Total
Yes 76,1% 2,7%  32,0%
No 23,9% 97,3% 68,0%
Total 100,0% 100,0% 100,0%
Hot water

Yes 66,3% 0,3% 26,6%
No 33,7% 99,7%  73,4%
Total 100,0% 100,0% 100,0%
Heating

Centralized 75,4% 3,0% 31,9%
Local 24,6% 97,0% 68,1%
No 0,0% 0,0%
Total 100,0% 100,0% 100,0%
Bath Room

Yes 69,6% 0,6% 28,1%
No 30,4% 99,4%  71,9%
Total 100,0% 100,0% 100,0%

Source: HBS, 1998

Free and guaranteed access to basic
education is a key element that ensures
human developmental stability. This goal
was achieved in Moldova during Soviet
times and a considerable number of chil-
dren continue their studies in higher in-
stitutions. However, a real danger has
arisen that these positive outcomes will
be lost.

Household living standards and so-
cial status more and more contribute to
the intensification of differentiation with-
in the educational sphere. These factors
increase differences between starting po-
sitions of young people. Children from
wealthy families, especially in urban set-
tlements, have considerably more oppor-
tunities to choose between educational
institutions. Also, secondary general ed-
ucation takes place in more privileged
conditions in these groups. Thus, the
number of pupils in an urban school class,
belonging to the first decile, constitutes
27.7 compared to a number of 25.9 pu-
pils in decile group X. Children from these
families can afford to study in specialized
and higher education institutions on a
contract basis. Expenditures per one
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member of households belonging to decile
group X exceed by 11.3 fold the same
expenditures made by a family belonging
to the first decile. Thus, this tendency is
in contradiction to the principle of social
equity and constitutes an obstacle to chil-
dren from poor families in obtaining high-
er education.

Table 3.3.3

Health Condition of Household Members Based
on Their Own Assessment, %

Total Decile Groups Based
on Disposable Personal Income

Assessment of Health Condition 1 2 .. 9 10
(i) Acute 100,0 10,5 9,7 10,4 8,3
(ii) Very acute 100,0 12,9 9,0 9,0 7,4

Source: HBS, 1998
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When income is highly differentiated
in a population, it is very important to
ensure access to vital social services, such
as health care and education. It is equally
important that a minimum standard be
provided to all Moldovans. Such a com-
mitment would ensure a qualitative labour
force, relatively equal starting positions for
all young people, a basic level of vitality
within the population and social security
in extreme situations (loss of health, loss
of jobs, etc.). It would also attenuate ten-
sion in the society. In view of this, the
free provisioning of services by the main
social institutions should become an or-
ganizing principle, consolidated through
law and socially guaranteed, and meant to
ensure human development in Moldova
at recommended, normative levels. The
reform of the social sector, currently un-
derway in the Republic, is expected to
contribute to this goal.
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CHAPTER 4.

INDIVIDUAL RESPONSIBILITY AND
THE WIDENING OF HUMAN OPTIONS

4.1. Decentralization as a
Premise for the Enhancement
of Individual Responsibility

The social costs of reform during the
transition period have turned out to be
inadmissibly high, and apparently any pos-
sibility for their further increase at the ex-
pense of the population has been exhaust-
ed. At the same time, due to the econom-
ic crisis governmental resources for social
needs have decreased considerably.

Under these circumstances, private
enterprise and self-employment have be-
come for the people in countries in tran-
sition a new factor of economic security, a
means of “self-defence” people can apply
in difficult times.

Under the new conditions, the status
of humans as subjects of economic activ-
ity has changed drastically. Before, un-
der an economic system in which all dis-
tribution was ordered centrally, people
were “taken care of” by the state (em-
ployment, housing, prices, etc.). The tran-
sition to a civil society and a market econ-
omy is fraught with a widening of the
choice range, liberalization of demand
and supply, creation of a labour market.

A market economy and the develop-
ment of a private sector create conditions
for establishing a civil society. Along with
the emergence of private sector and the
development of medium- and small-sized
business, the country is acquiring a middle
social class—a new social basis for stability
and further the development of reform.

The decentralization and emancipa-
tion of people’s lives have a number of
sides to them: legal side, social one, eco-
nomic, and political. In order to realize
all of them, in the countries in transition,
including Moldova, a legal basis is being
created, an ownership reform is being
conducted, variously structured enterprises
are being established.

The social-psychological side also has
an important role: personal freedom, hu-
man dignity, the feeling of being one’s
own lord and housekeeper. It is of sym-
bolic importance that J.M.Keynes, in his
main work General Theory of Employment,
Interest and Money called social psychol-
ogy the main market mechanism.

Begining in the early 1990s, work re-
lationships in Moldova have changed dra-
matically. Thousands of people who used
to work for state enterprises (150 thou-
sand in 1998) lost their jobs and changed
their occupations; a private sector ap-
peared, people started moving from ur-
ban to rural areas, employment started to
grow in other countries.

A new phenomenon settled in—self-
employment. Very quickly, in the course of
5 to 7 years a new social layer of people
sprang up in Moldova, comprising those
who created their own work environment
and new work places. Representative ex-
amples are: small production and service

Table 4.1.1.
Structure of the Population’s Income, by Geographic Area
1997 1998

Total Urban Rural Total Urban Rural
Disposable income 100,0 100,0 100,0 100,0 100,0 100,0
From employment 36,4 57,8 19,8 34,7 56,9 16,8
From non-salaried 39.8 12,6 60,8 42,6 12,2 67,3
activity
e agriculture production 35,3 5,6 58,2 39,1 6,5 654
e non-agriculture production 1,5 2,6 1,0 1,6 0,5
e trade 2,5 3,8 2,0 3,3 1,0
From property 0,4 0,6 0,4 0,9 0,2
Benefits from social- 10,4 11,1 9,9 10,1 11,2 8,8
security system
e of which pensions 10,0 10,6 9,6 10,7 8,8
e of which unemployment 0,0 0,0 0,1 0,1 0,0

benefits

Other current benefits 0,4 0,8 0,4 0,6 0,3
Other current transfers 12,6 17,1 11,8 18,2 6,6
Source: HBS, 1998
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businesses, self-employment in the social
sphere (medicine, education), security
services, etc.; however, the most massive-
ly developed domain is private trade.

Results from opinion polls and sur-
veys of household budgets have shown (see
Box 4.1.1) that over 40%, as a whole in
the country, and over 60%, for rural areas
separately, of people’s incomes come from
self-employment, secondary employment,
etc. In many cases these are unofficial,
shadow-economy incomes. In 1998 wag-
es received from employers, or indemni-
ties received from the government (pen-
sions, student stipends, etc.) constituted
as a whole for Moldova about 40% of the
population’s income. The other part was
made up of income from people’s own
businesses, occupation or profession.

Self-employment is the main reason
for low indicators in registered unemploy-
ment. In 1998 the total number in the
unemployed workforce (defined accord-
ing to ILO criteria) was about 167 thou-
sand people, while the number of official-
ly registered unemployed was 28 thousand
as of January 1, 1998, and 32 thousand
people as of January 1, 1999, which is 2%
of the economically active population.

Society in Moldova is become increas-
ingly differentiated. There is a relentless

Table 4.1.2
Changes in Distribution of Employed Population
by Forms Ownership
Indices 1995 1998

Thou pers. in % of Thou pers. in % of

the total the total

Employed in
economy-total 1673 100 1625 100
Out of them:
Public ownership 567 33,6 424 26
Private ownership 997 60 1069 66
Mixed ownership without 102 6 114 7
foreign participation
Joint ownership with 7 0,4 18 1
foreign participation
Source: Republic of Moldova in figures, DSAS, Chisinau, 1999, p.47.
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increase in the number of people who have
access to a variety of occupations, in the
economic sphere as well, which grants
people a considerably wider free choice.
The market orientation triggers in the
economy two types of driving forces: (i) a
personal interest on the part of the subject
of the activity in the results of his work,
and (ii) his desire to achieve a high mark
on the income scale in circumstances in
which people become increasingly differ-
entiated by the level of their income.

“Newly rich” and “newly poor” ap-
peared in the country. Moreover, while
the rich social group is relatively homog-
enous, the poor are divided into “weak”
and “strong.”

“The weak” are the people with few
skills and who are unable to work (disa-
bled, ill, elderly people; physically and
psychologically unstable ones, as well as
those in the active work force who are
overloaded with work). In order to solve
or alleviate poverty within this layer of
society, the government would have to
grant primarily direct help, make addi-
tional currency disbursements or distrib-
ute in-kind benefits.

The poverty of “the strong” obtained
under the extreme circumstances of the
crisis, when fully capable, and sometimes
even outstanding workers, who would
usually be able to earn an income suffi-
cient for a decent living, found themselves
trapped in a situation in which they failed
to do so. The pauperization affected the
engineering departments in enterprises;
employees of research and engineering
institutions; educational, healthcare and
cultural institutions.

From a creative and intellectual point
of view, this is the strongest layer of the
Moldovan society. In a developed coun-
try this layer constitutes the core of the
middle class. In the transitional circum-
stances of Moldova, it is this layer that
spurs on self-employment and adaptation
to the new conditions.

Nevertheless, this part of society also
needs the attention of the government. A
transition economy suddenly sets the risks
that people face at a very high level, and
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they are linked to both the difficulty of
taking rational decisions by virtue of the
unique character of many problems, as well
as to the fact that the economic produc-
tivity of society during transition decreas-
es sharply, while the chaotic and destruc-
tive processes develop extremely actively.
The continuing political instability and
ethnic tensions deepen the feeling of un-
certainty people have for the future.

The danger lies in the fact that the
prevailing tendency of this layer of socie-
ty, which is the most skilled one, is to
solve short-term problems (“survival com-
plex”), while governmental bodies, both
at the central and local levels, have the
“temporariness complex” (short-term
behaviour), which is of course not suita-
ble if one wants to achieve sustainable
human development in this country.

However, decentralization—which is
the most important instrument in the de-
mocratization of society and the econo-
my—should not, by virtue of this fact alone,
conflict with the regulatory function of the
government at the national level.

Managing the labor market in an unsta-
ble economy is one of the most important
functions of governments in countries in tran-
sition. It is necessary to set up programs for
retraining the unemployed, training young
people, professional counselling, and social
work. It is such programs that will permit the
preservation of human capital.

At the same time, it is necessary to
support from a legal and organizational
point of view the development of a small-
business infrastructure—credit and financ-
ing, service, information, consulting and
other bodies comprising professionals
from various areas. All this activity car-
ried out by the government will encour-
age private enterprise, widen the range
of occupations, and cushion the negative
consequences of the transition period.

4.2. Private Initiative,
Entrepreneurship:
Forms, Dynamics,
and Social Implications

In countries in the process of transi-
tion entrepreneurship is a new driving
force both for the national economy and
for the population. It is small business
enterprise that accounts for the major
portion of new jobs, household income,
state and local budgets.

Enterprise activity is an independent
activity, undertaken at one’s own risk and
aimed at making sustainable profit on the
use and sale of goods, works performed
or services rendered. Under the legisla-
tion of Moldova, the enterprise activity
can take different forms: individual pro-
prietorship, patent-based entrepreneur-
ship activity, collective enterprises, joint
stock companies, joint ventures.

In the social and economic develop-
ment of Moldova, the new phenomenon
of enterprise activity has existed for 10
years. It has become firmly established
after setting up a large number of small
businesses, both at one’s own initiative,
and based on the reorganization of large
enterprises. The layer of private owners
represented by small entrepreneurs is the
greatest in number and forms the core of
the average class of private owners pro-
viding a basis for social and political sta-
bility of the country.

As of January 1, 1999, there were 193.9
thousand economic entities registered, in-
cluding 145.4 thousand enterprises with the
status of physical person (75%), of which
90 thousand (46.5%) were farming enter-
prises and 55 thousand (28.4%) were com-
panies owned by a sole proprietor.

Box 4.1.1.

“Social progress will not be realized simply through the
free interaction of market forces. Public policies are
necessary to correct market failures, to complement

Source: Program of Action of the World Summit for Social Development, Copenhagen, 1995

market mechanisms, to maintain social stability and to
create a national and international economic environ-
ment that promotes sustainable growth.”
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The record of enterprise incorpora-
tion gives an indication of the entrepre-
neurship potential in Moldova. In 1998,
the total number of incorporated busi-
nesses increased by 20.4 thousand, or by
12%. This growth was mainly accounted
for by small and micro- sole proprietor-
ships, including farming enterprises. Small
enterprises, which file the information
with the Statistical and Economic Analy-
sis Department, make up 83% of all en-
terprises. They account for about 30% of
the country sale turnover, and employ
12% of the labour force.

While relying somewhat on central-
ized sources of funding, small business (SB)
is the sector of survival which involves in
the process of reforms people who lost their
jobs, retired militaries, young and old fam-
ilies, being a sector of self establishment
and the single one which helps social lay-

Table 4.2.1.

Economic Entities Incorporated in the Republic of Moldova,

by Legal and Organizational Structure, 1998

Legal and Organisational As of As of % 1998 in

Structure 1.01.1998, 1.01.1999 Relation
Units Units to 1997

Total 173020 193882 112,7

Din care:

I. Having status of

physical person 128511 145435 113

Out of which:

Individual enterprises 48878 55081 113

Farming households 79443 90148 113

I1. Having status of

legal entity 34997 38167 109

Out of which:

Joint stock companies 6510 6569 101

Ltd. 22943 25790 112

State enterprises 1615 1590 98

Municipal enterprises 112 145 129

III. Non-commercial 9512 10280 108

enterprises and organisations

Source: DSAS
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ers (marginal, under transformation) be-
come more wealthy.

Small and medium entrepreneurs are
increasingly less reliant on the state and
extending the scope of their activity re-
duces to some extent the problem of un-
employment.

It is widely accepted that in the proc-
ess of implementing economic reform in
Moldova, the development of a strong and
dynamic private sector of small and mi-
cro- enterprises is a priority, which de-
rives from the flexibility and adjustability
of this segment of enterprises to a rapidly
changing economic and social environ-
ment.

During the economic transition, the
most important function of the small busi-
ness is to help the largest layers of the
population survive, through self-employ-
ment, under circumstances of acute eco-
nomic crisis, offering a chance to earn
additional living money.

Rapid growth in the number of small
enterprises occurred simultaneously with
the beginning of mass privatization in
1993, being an indication of a rapid de-
velopment of trade and mediation busi-
ness. Liberalization of foreign trade and
legalization of private trade within the
country have favoured the development
of commercial activity. The recent years
have marked the start of a qualitatively
new stage in the dynamics and structure
of entrepreneurship, coupled with a re-
duction in the number of enterprises. The
disruption of the excessive growth in the
number of small enterprises was mainly
caused by the sharp reduction of highly
profitable areas, by their failure in com-
petition, the lack of management, mar-
keting and accounting expertise.

In setting up a new business as well
as in carrying out business activities, the
entrepreneurs encounter various prob-
lems. These are mainly of structural, tech-
nical, administrative and financial nature.
The extent of financial support and lend-
ing to entrepreneurs is extremely low. The
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main reasons for the lack of access to the
sources of funding are: high interest rate,
the banks’ reluctance to extend long-term
loans, inadequate security, imperfection
of the mortgage mechanism, insufficient
number of qualified staff, the low quality
of business plans, the lack of market con-
ditions analysis, low project efficiency, etc.

A problem of highest importance in
encouraging entrepreneurial activity is the
strengthening and intensifying of the com-
petition within the banking sector as a main
source of funding. The development of
such new funding instruments as the sys-
tem of credit guarantees and credit lines
requires a well-developed banking sector.

There is an increasing need to com-
mit all the efforts to funding entrepre-
neurship at the local level. The lack of
funding makes itself felt even more in rural
areas, since most of bank branches cover
cash needs at a local level rather than
being empowered to make loans. To make
access to credits easier, there is a need
for local finance projects, for example,
by securing loans. These, as well, may
help local banks change their perception
of entrepreneurs and adjust the potential
so as to meet appropriate needs. The pol-
icy in this area must be consistent with
the local factors and reflect the circum-
stances of entrepreneurial activity.

The difficulties in accessing external
sources of funding caused most of the
entrepreneurs to conduct their activity in
areas that require low capital investments,
trade and provision of services prevail-
ing. Normally, the entrepreneurship
activity is mainly concentrated in trade
and the provision of services, and it is,
to a lesser degree, in production and im-
plementation of advanced technologies.

In Moldova an attempt was made to
provide financial support to entrepreneurs
in rural areas (mainly farmers) on the basis
of self-finance. There is a Law on Sav-
ings and Credit Associations, no.1505-
XIIT adopted on 18.02.1998, whereby as-

Table 4.2.2.

Number of Small Business Enterprises

Years Small Business Enterprises Other
of Which Enterprises
Total Inclusiv
Small Micro-
enterprises
1994 8534 7549 985 6054
1995 14834 12729 2105 2256
1996 16205 14254 1951 3124
1997 15621 13595 2026 2050
Source: DSAS
sociations are being set up to operate,
the members of which provide each oth-
er with financial support. The World Bank
has encouraged the setting up and con-
solidation of such associations by open-
ing special credit lines through the Rural
Finance Corporation.
In 1998 there were 54 savings and
credit associations of citizens operating
to ensure access of the new entrepreneurs,
mainly, farmers, to funding sources. A
considerable assistance in creating lend-
ing sources for these associations has been
provided by the World Bank, which allo-
cated for this purpose 5 mil USD. Local
commercial banks such as Moldova-
Tabelul 4.2.3.
Lending to Farmers through Savings
and Credit Associations, 1998
Name of Number of Credits Extended
financial savings and % of the
and credit credit Thousand leiThousand USD Total
institution associations
Total 54 544981 1159,53 100,0
Of which:
Rural Finance
Corporation 29 2764,46 588,18 50,7
Moldova-
Agroindbank 7 1820,90 387,43 33,4
Fincombank 18 864,45 183,93 15,9
Source: MER
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Agroindbank and Fincombank have be-
come involved in lending to these associ-
ations. In 1998, savings and credit asso-
ciations of citizens extended concession-
aire loans to farmers totalling 5449.5 thou-
sand lei. It has been estimated that al-
ready in the first half of 1999 the number
of such association will reach 150, hence,
the amounts lent will increase accordingly.

The Rural Finance Corporation ex-
tends credits to associations funded by
the World Bank, which opened a credit
line of 3.7 million SDRs, while commer-
cial banks — Moldova-Agroindbank and
Fincombank — lend to associations on
their own account.

Savings and credit associations, in
their turn, extend credits to their mem-
bers. In 1998 about 3200 farmers received
credits from associations. Even though
currently credits are extended by savings
and credit associations mainly out of bor-
rowed funds, they are much cheaper than
those extended by commercial banks.

An important event in the develop-
ment of entrepreneurial activity was the
adoption of Law on Entrepreneurship
Patent, n0.93-X1IV dated 15.07.1998. This
Law provides for entrepreneurial activity
carried out by individual entrepreneurs
without being registered by the state, and
also subject to simplified taxation.

By the end of 1999 there will have
been 1288 patents issued, 1376 applica-
tions for a patent being under considera-
tion. About 98% of all patents obtained
and applied for are accounted for by the
retail trading and public catering.

Although the existing environment
does not favour the development of en-
trepreneurship, the small business is grad-
ually extending the scope of its activity
and exhibits an advanced economic effi-
ciency in relation to large enterprises. The
number of employees engaged in the small
business area and paid relatively high sal-
aries is increasing, so does the amount of
goods sold, works performed and servic-

Table 4.2.4.

The Issuance of Entrepreneur Patents as of the Beginning of 1999

Types of Activity

Patents
Issued, total

Receipts, thousand lei

Budget Cash Applications Filed

for Consideration

Total patents issued 1288 256,4 1376
Including for such types of activity as

Retail trading and public catering 1250 233,5 1335
Services 20 17,3 23
Other types 18 6,6 18
Source: MER

Table 4.2.5.

The Performance of Small Business Entities and Other Enterprises Estimated per 1 Employee

Years Labour remuneration Total amount, Net profit booked (+),
costs, lei thousand lei losses (-), lei
SB entities Others SB entities Others SB entities Others
1995 1393 1309 27,8 10,1 X X
1996 1948 1451 42,9 11,9 +1040 +31
1997 2422 1323 61,0 11,4 +1125 -95
Source: MER
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es rendered. Small business enterprises as
a whole are profitable, while the operat-
ing enterprises are characterized by a low
labour productivity and inadequate per-
formance.

Unfortunately, the above data were
estimated based on annual statistical re-
ports on the evolution of small enterpris-
es in the Republic of Moldova covering
only enterprises with a status of legal en-
tity which keep accounting books, pre-
pare balance sheets for submission to sta-
tistical authorities. For the time being,
statistical agencies do not monitor, col-
lect and submit the performance figures
for the entire multitude of enterprising
individuals (about 170 thousand of eco-
nomic agents), as well as for the patent
holders. Allowing for the entrepreneurial
activity not covered in statistical reports,
the share of the small business in the na-
tional economy is, in fact, much higher,
compared to what this analysis shows.

Yet, the analysis of available infor-
mation helps conclude that, still in the
country, the evolution of small business
shows a positive trend.

During the recent years the nature of
services offered for doing business signif-
icantly changed. The existing and poten-
tial entrepreneurs, heads of small enter-
prises are offered a wide range of service
in order to facilitate the setting up, ex-
tension or improvement of activity.

It should be mentioned, however, that
entrepreneurs do not have an adequate
access to important sources of informa-
tion and production (primarily, to sourc-
es of funding and technologies). It is due
to the small size of business entities, their
relative isolation and limited manufac-
turing experience. The system of services
offered to entrepreneurs is inadequately
developed. An investigation of the status
of entrepreneurship in the Republic of
Moldova supports the need to encour-
age the offering of various services to train
entrepreneurs. As a whole, 78% of the
entrepreneurs questioned stated that there
is a need to train entrepreneurs; over 50%

by Entrepreneurs Are:

Box 4.2.1

The Major Problems Currently Encountered

e High taxation level

e Difficult access to an external market, export, the state
does not encourage export at all, particularly, by small
entrepreneurs;

o Reduction of domestic market, in particular, a considerable
decrease of the market for local products, resulting from
a tough competition among foreign producers and inadequate
protection of domestic market;

e High rent, difficulty in getting premises for operation; as well
in accessing existing brand-new equipment

e Effects of a recurrent increase in prices

® Major difficulties in own funds management due to frequent
changes in the regulations on taxes, duties, credits, foreign
currency and in their application;

® Lack of guarantee funds for small entrepreneurs which makes
it difficult for them to obtain credits from commercial banks;

® Inadequate transparency in terms of the use of financial
resources provided by the state through the Enterprise Support
and Small Business Development Fund;

e [Excessive and expensive bureaucracy, associated corruption

® [Lack of managerial experience and economic standards
inherent in a market economy.

Source: CISR

What Taxes Should Small Business Be Subjected To?

According to an opinion pool report carried out as part of the TACIS
project, the heads of small enterprises were asked what were the

To the question, “What is the maximum tax burden which should
be imposed for an enterprise to be able to fully legalize its activity

Box 4.2.2

main weaknesses in the taxation system of small business. The pri-
orities were spread as follows:
e The instability
of the tax system - 73%
of the respondents Mo anewer 5%
e High taxes - 70%; g
Too complex a taxation
system - 50%

What taxes should be introduced
in order to legalize the small business ?

. . 25-30%
e Limited access

to legislative documents
-36%

It is important to note the fact that legislative instability is viewed as
a factor that is even more important than high taxes.

20-24% 15-19%

and pay all taxes?” respondents chose a tax burden of less than 30%
in 79% of the answers.

Source: CSP
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of them stressed the need to have new

ideas and knowledge about the access to
new technologies and their practical use;
46% of entrepreneurs showed their will-

ingness to study marketing. There is a

great deficit of qualified entrepreneurs and
business managers; as well as of institu-

tions which would ensure their access to

production and information sources.

On the verge of the 21% century a jump

in the development of entrepreneurial
activity will inevitably occur. It will not

only have such micro-effects as expan-
sion, modernization and increase in pro-

ductivity and in the consumption of goods

and services, but also raise people’s wealth,

increase the number of jobs offered, and

create enterprise standards.

4.3. Women Under New Social
Conditions: First Experience
in Enterpreneurship

In the early ’90s the level of women’s

activity in Moldova was nearly at the lev-
el of labour activity of men, and was high-

Box 4.2.3

In an effort to provide support to small business in the Republic
of Moldova there has been set up a series of centers such as Small
Business Centre of Moldova, Small Business Support and ProBizNet
Environment Centre, Moldovan-American Centre for Private Initi-
ative with a wide network of branches throughout the Republic of
Moldova,. These centers offer advisory, training and informational
services in order to meet the market demands in the process of
transition.

Adbvisory services include: business-plan development, feasibility
study of investment projects, the restructuring of enterprises, prep-
aration of documents in applying for a credit, market research.

Training services include: seminars for managers, entrepreneurs,
work with computer, setting up of database on small business and
creation of a video library.

Informational assistance: locating addresses, companies, poten-
tial investors, Internet services (marketing, promotion, e-mail), know-
how, information of the legal framework in Moldova and trade part-
ners, mediation activities, commercial transactions.

Other services — the development of contracts, agreements, legal
documents, and the legal backing of investment projects.

Source: CISR
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er when compared with the developed
countries of the world. In the transitional
economy women have fully suffered all
the negative aspects of the crisis. Women
occupy a considerable numerical share of
the employed, 52%, as well as in the
number of officially registered unem-
ployed, 68%. It seems paradoxical, but
since the advent of democracy there has
been a reduction in women’s participa-
tion in governmental bodies, including
the Parliament: down from 35% in 1995
to 9% in 1998.

Not long ago business activity be-
longed to men. During the last decade,
however, women, distinct personalities
with energy and a spirit of initiative, have
more and more become active as busi-
ness people. Despite low levels of partic-
ipation in business and among managers
of enterprises — 5%, the number is stead-
ily increasing. Approximately 2% of wom-
en managers run big enterprises, 10% are
in mid-sized enterprises, 40% in small
enterprises and the other 48% are in mi-
cro-enterprises.

The rise of women’s participation in
business represents a specific alternative
to unpaid family work and unemploy-
ment, and is at the same time an efficient
utilization of labour resources.

In Moldova the category of women-
managers consists largely of women from
the old system of administration. How-
ever, at the same time there is a new gen-
eration of women in business activity and
some are successful in their own busi-
nesses. Some skills and characteristics
often associated with women, socially in-
teractive skills and attentiveness to the
interests and needs of others, combined
with skills of judgment and styles of deci-
sion making, may be used to good ad-
vantage by business women.

Despite the difference in areas of
business activity among men and wom-
en, both face the same difficulties in op-
erating businesses: insufficient financial
resources, high taxes and a great number
of them, difficulty in obtaining credit, and
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problems of both personal security and
property protection.

There are some psychological obsta-
cles faced by women in business. As 20
years ago there were prejudices toward
female drivers, today women in business
are exposed to similar prejudice and re-
quired to prove that they are as capable
as men.

Women were more disadvantaged in
the small business sector from the begin-
ning of opportunities there. Men gained
more as a result of the program of privati-
zation by bonds due to the length of serv-
ice factor. Women have fewer savings. The
number of bank accounts held by women
is 2 times less than of men. Women make
up only 20% of entrepreneurs who have
received a credit. Even at present the
number of women in the total number of
entrepreneurs is less than 10%.

With the same level of training as
men, women compose three-quarters of
the unpaid labour force and, when paid,
are paid at 70-80% of men’s salary levels.
Among negative aspects of hiring is the
unequal position accorded men and wom-
en from a professional and qualifications
point of view: an average evaluation of
women is 1.5 to 2 categories lower than
that of men; the number of women found
among workers in categories 1 and 2 is
60-70% of those workers, but among those
in categories 5 and 6 women register 10-
15% of those workers.

Approximately three-quarters of
workers who don’t have a professional
category are women. In agriculture, the
percentage of women with a category is 3
times lower than that of men. As a result,
women’s salaries are an average 70-80%
of men’s salaries.

An additional obstacle faced by wom-
en is that of the “double occupation”:
the performance of maternal obligations
and involvement in children’s education
while coping with the unfixed working
hours required to manage one’s own busi-
ness, and deal with business risk as well.
Thus, professional difficulties tend to

Box 4.3.1

According to data provided at the conference “Small Business — A
Way to Progress” (May, 1999) organized by the Parliament of the
Republic of Moldova, one in five firms run by men survives, but three
of five run by women continue to operate after establishment. It is
very interesting as well that firms in which the second person involved
is a woman are also more likely to survive, in comparison with others.

This phenomenon was explained by an inborn intuitive capability,
knowledge of the domestic market, risk aversiveness, productive man-
agerial styles, and a higher level of education (38% of women at the
age of 20-40 years have higher education or special studies as op-
posed to 30% of men of the same age). On the average, Moldovan
women invest approximately 4 times more time perfecting a level of
proficiency.

Source: DSAS

overload women at work and at home
and complicate women’s involvement in
professional and business activity. The
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Table 4.3.1.

Monthly Incomes of Women and Men Related To Educational
Level (lei)

Women Men
Higher Education 327,43 374,59
Uncompleted Higher Education 276,23 287.,9
Secondary Specialty 221,62 291,64
Secondary 171,67 232,89

Source: HBS, 1998

Caseta 4.3.2
Unpaid Work

A survey on time us-
age conducted by the (hours per day)
Department of Statis-

tics and Sociological

Analysis shows that

the burden of unpaid g ﬁ ﬁ

labor in housekeeping

chores falls consider- | e e T wen T vonen
ably differently be-

tween men and wom-
en. Women spend daily 12 minutes less on paid work, while for un-
paid work the home women spend 1.64 times more time than men in
urban areas (4 hours 26 minutes) and 1.44 times in rural areas
(5 hours 55 minutes). The members of rural households have less free
time as compared with those of urban households. The men have at
their disposal 170 minutes per day; women have 111 minutes. Wom-
en engaged in rural housekeeping have at their disposal 28% less time
than engaged in urban housekeeping and 34.8% less time than men
involved in rural housekeeping.

Source: DSAS

Burden of unpayed household work
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of children

Box 4.3.3
Who is the Head of the Family?

Why do women work? .

As a matter of fact, a Head of the family by gender

man is traditionally rec- Men (%) Women(%)
ognized as head of the [

family. The causes are | Single 213 8.7
different: men contrib- | Families without children 89.6 10.4
ute more monetary in- Families having children 18 years 88.1 11.9
come to the family, they | old or less

are more relied in case | Single parent having children 6.4 93.6
of stress, including a rap- | Other members of families with children 66.5 335
id reduction in family | Other families without children 56.9 43.1

income. There are also
national prejudices, a fear of recognizing a wife as head of the family. The
situation is different in the case of incomplete families. The burden of social,
alimentatary, financial, and educational support falls on one parent.

The 1998 survey shows that for one single man who brings up children alone,
there are nearly 15 women in the same situation.

Source: HBS

58

family situation and the necessity of com-
bining roles has a considerable influence
upon the professional status of women,
and limits choices of activities, compli-
cates promotion, and can create difficul-
ties in work.

Approximately one-third of women
respondents complained of great nervous
efforts, 14% of women-workers and 19%
of women-employees mentioned the
tiredness caused by housekeeping and the
care of sick children.

In the transitional economy, a wom-
an is in many cases the support and the
head of the family (see box 4.3.3). It’s
important to recognize the necessity wom-
en face in combining diverse social roles,
not only as a participant in the process of
work and social life, but also as a house-
keeper and mother. Women choose di-
verse variants of combinations of these
roles, although the majority considers
these roles equally important. The con-
crete choice depends on personal traits,
preferences, tastes, and life circumstanc-
es, but the possibility of such a choice on
the whole depends upon the economic
and moral encouragement which provid-
ed by the state and society.

To help address some of the forego-
ing problems, in 1998 the Republican
Social Movement “Women in Business”,
an NGO was founded. Among the prin-
cipal goals of the Movement are the real-
ization and protection of civil, econom-
ic, the social rights and legal freedoms of
women, and assistance in realizing en-
trepreneurial activities by women.

The platform of actions adopted in
Beijing in 1995 assumes the necessity of
concrete measures and the development
and adoption of measures at the national
level, to help radically change the situa-
tion and effect the observance of wom-
en’s rights not only in word but in fact.
Not only a tolerant attitude to opposite
sex, but also mutual aid is necessary to
reconfigure roles that sustain self-respect.
Thus male managers should support their
female collaborators as they try to revise
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situations, which are themselves discrim-
inating to both.

In January 1998 The Government of
the Republic of Moldova an action plan
concerned with the improvement of wom-
en’s situation and increasing women’s role
in society. The plan proposes a number
of concrete measures for the current sit-
uation. However, without the investment
of the necessary resources for the realiza-
tion of this program remains only a good
intention.

A strategy of the social and econom-
ic development can’t be realized without
the creation of a viable system of social
protection for women. To accomplish this,
it is necessary to:

e improve the statistical base fo that
it reflects paid and unpaid labour;
health and education by gender and
by age; women’s participation in ad-
ministrative bodies at all levels;

o modify the organisation of work,
taking into consideration diverse func-
tions performed by women, the real-
ization of programs of education and
training, the assurance of women’s
participation in reforming the social
system,;

e undertake a complex investigation
of gender issues by field of endeavor
(sociologists, economists, lawyers, de-
mographic specialists, doctors in med-
icine).

The problems of the human develop-
ment which characterize the period of
transition can be resolved in a more con-
structive manner with women’s partici-
pation as active partners, ensuring social
fairness to persons of both genders. Tak-
ing into consideration the fact that if
women’s working capability is regulated
by market laws (supply, demand, com-
petition), then the family activity (moth-
erhood and children’s education) is the
function of both the family and society.
This assumes the support and improve-
ment of the state system for maternity and
childhood protection.

4.4. The Impact of the Shadow
Economy

Human security is a wide concept,
which also involves the economic, pub-
lic, political and ecological security of
individuals and of the society as a whole.
At the end of the second millennium,
phenomena inherent both in countries
under transition and in developed ones
— an informal economy, the emergence
of a large-scale underground economy
and corruption — undermine human se-
curity and hamper human development.

There are many factors which serve
as an indication of the existence of such
phenomena in the Republic of Moldova
and of their social consequences:

o A reduction in the purchasing pow-
er of the average salary and a mani-
fold increase in the number of luxury
goods and motor cars purchased, an
increase in the amount of individual
construction;

e A higher pace of GDP reduction
than that of electricity consumption.
An increase in the proportion of elec-
tricity losses in the total consump-
tion from 10% in 1999 to over 30%
in 1997 and a rapid rise in prices for
energy resources did not cause a dim-
inution in the energy intensity of
GDP (on the contrary, over the last
three years alone this index increased
by 21%) may serve as an indication
of an extensive occurrence of embez-
zlement and informal production;

e A decrease in the proportion of
salary in the total household income
from 71.6% in 1992 to 34.7% in 1998;

o Significant differences with regard
to the information on export and
import operations with major partners.
An analysis conducted by matching
Moldovan and Ukrainian information
on Moldova’s exports to Ukraine
showed that the Ukrainian statistical
reports indicate almost a double fig-
ure, which cannot be only accounted
for by the portion of Transnistria’s

“Nothing is more

dangerous for the

conscience of the

community than

the sight of cor-

ruption, rewarded

nullity, and lack

of merit being put

in value.”

Mihai Eminescu
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exports. The case for the informa-
tion on export-import operations with
Russia is similar.

e The interest rate on credits (30%-
40%) significantly exceeds the aver-
age profitability in the official econ-
omy (less than 10%); this partially
indicates that the actual income in
some industries is higher;

e An increase in the level of unem-
ployment and a decreased chance of
obtaining a job in the official econo-
my without significant protest by the
population ( an officially recorded
unemployed person’s chances of get-
ting a job decreased from 0.7 in 1992
to 0.18 in 1998);

o A distinctly low percentage of le-
gal trade activities in relation to the
total. Actually, the trade in the or-
ganized market makes up only 5-10%
of the total. This can be arrived at by
calculating the goods sold per capita.
It is difficult to conceive that, accord-
ing to statistical records, 2.5 kg of

Fig. 4.4.1
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meat, 600g of fish, 200 g of butter
per capita is sold within one year;

o A low level of fiscal discipline, the
amplification of tax avoidance and a
decrease of budget receipts. The ac-
tual tax burden in the real sector of
economy between 1992 and 1997 has
been calculated based on financial
reports filed with the DSSA by the
enterprises. The calculations show that
within this period of time the official
tax burden increased form 34.5% in
1992 to 44.9% in 1997 (in industry
50%, agriculture 40%, construction
38%). In the Republic of Moldova
the extent of tax avoidance grew from
4% of consolidated budget income in
1994 to 32% in 1998.

The findings of a number of compar-
ative investigations of shadow economy
and economic performance indicators in
various countries (by the Heritage Foun-
dation, Transparency International, Free-
dom House Rankings) demonstrate a
quantitative relation between the degree
of corruption in the country, the amount
of shadow transactions, and level of
wealth.

A high degree of corruption in coun-
tries under transition favours black mar-
ket development. The index of the black
market in Moldova, as well as in Bulgar-
ia, Ukraine, Lithuania and Russia has
reached 4, the maximum being 5. The
calculations also show a close indirect
relation between the degree of corrup-
tion and the GDP level per capita. There
is a distinct correlation persisting between
the index of corruption and that of re-
forms’ performance in the countries un-
der transition, the basic elements of which
being the progress made in politics, the
degree of mass media independence, le-
gal system viability, the level of public
administration and private sector devel-
opment. The chart clearly shows a close
relationship between the corruption and
black market indicators.

An assessment of shadow economy
proportions in the Republic of Moldova
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was made by the Strategic Studies and
Reforms Centre by using six methods:
transactions method, currency-ratio, anal-
ysis of working capital, power consumption,
structural and lItalian methods (by analys-
ing labour market). The application of
these methods showed that the propor-
tion of shadow economy to the official
one varies with each method from 60%
to 65%.

Such a rapid expansion of shadow
sector is due to two reasons: increase in
the amount of shadow transactions and
the recession of formal economy (in 1998
the real GDP was only 33% of the 1990’s
record). Some investigations of this oc-
currence argue that the evolution of the
shadow economy is of a non-cyclical na-
ture and occurs as the official economy
falls into decline, just as an automatic sta-
bilizer.

The shadow economy as well as cor-
ruption may have a severe impact on hu-
man development by impairing the eco-
nomic, political and ecological security
of the society.

Social implications

The shadow economy creates work
places, which reduce the unemployment lev-
el. The significant gap between the offi-
cial record of unemployment rate (about
2% according to Statistical and Psycho-
logical Analysis Department, and 9.4%
based on the criteria established by In-
ternational Labour Bureau) and the fact
that more than one third of the able pop-
ulation is officially treated as inactive,
without clearly stating any source of their
living, suggest that a considerable por-
tion of population is involved in informal
economic activities. The calculations per-
formed by the Strategic Studies and Re-
forms Center show that about 47% of the
labour force is involved in such econom-
ic activities.

The shadow economy generates ad-
ditional income for the participants and
members of their families, and sometimes

Fig. 4.4.3

GDP per capita (PPP) and corruption index

15000 H {{{ | || |---U-{ }--------- -----
20000 H [-=-L-{|-||-----E-{ F| FEFTFLFE

25000 H {--------~- -0-0-H-1F LR
30000 ] F

35000

GDP per capita -$

o T N Y

10000 H {1 {1 1---[I-| IF[|------- R | e T

Corruption index

Source: Transparency International, 1997

it is the only source of their living. A sec-
tor’s existence in parallel with the formal
economy, in fact, generates 60% of addi-
tional income. This income is, however,
unequally distributed among the popula-
tion and the gap between the rich and
poor is actually greater than that stated
in the official record. Hence, the con-
sumption of meat in families officially stat-
ed as having the same level of income is
on average 60% higher for those employed
with the private agricultural sector than it
is for those engaged in the public sector.

The vulnerable layers of society are
the most severely affected by social ineq-
uity, resulting from protectionism. With
no political influence, the vulnerable lay-
ers of the population are often subject to
an increased social pressure. Thus, ac-
cording to the reports on a Household
Budgets Survey carried out by the De-

Fig. 4.4.4
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partment of Statistical and Sociological
Analysis with the financial assistance of
the World Bank, in 1997 the amount of
social benefits received by each member
of the families having a highest level of
income (level V by the available income)
is about five times higher than those re-
ceived by families with a minimal level of
income (level I). An inequitable social
system makes its appearance where lay-
ers of population earning a higher income
enjoy most of the social benefits.

The population involved in the under-
ground sector of the economy is not entitled
to social assistance and protection from the
state: the requirements with regard to
working conditions, working time and
minimal labour remuneration are not met.
There is an abuse of the work performed
by minors and women, the system of sick
leaves on a temporal work inability is not
in operation, the system of professional
vacations is ignored, so is the pension
system, etc. A special case is the illegal
employment of Moldovan citizens in other
countries. There are not any agreements
between the Republic of Moldova and
other countries on the export of labour
force. Therefore, there are many cases
where upon the completion of work, the
individuals illegally employed abroad are
paid less than initially agreed, or are not
paid at all and expelled from the coun-
try, or they become slavers of some local
criminal organizations.

The presence of a large underground
sector gives rise fo an excessive tax bur-
den. The state budget is reliant for its in-
come on official economic activity. How-
ever, most of budget expenses also serve
the interests of those people who are not
paying taxes (enjoy benefits in paying
energy bills, public services, etc.). There-
fore, while the average tax burden for
the economy is about 30%, the actual tax
burden on some economic entities oper-
ating within the formal economy is obvi-
ously higher (40-60%).

The shadow economy and corruption
impedes human development of the nation:

an increased level of tax avoidance re-
duces budget receipts, which in turn, caus-
es the failure of social, pension, educa-
tion, health, environment policies. A weak
legal framework erodes moral principles
of the society. According to an opinion
poll conducted as part of the “Develop-
ment Strategy” project, about 52% of the
respondents believe that it is impossible
to conduct a business activity in the coun-
try without breaking the law. There oc-
curs the situation where breaking the law
has become a standard behaviour.

Another effect of shadow economy lies
in its adverse impact on consumers by pro-
viding them with low quality goods and serv-
ices. The findings of a production quality
inspection on a network of trade outlets
conducted by the National Standards,
Measurement and Certification Centre,
show that contraventions range from about
40% of the total food products to 70% of
goods for children. In imported goods,
contraventions make up 79%.

In many cases a parallel economy
functions in direct connection with the
criminal world thereby threatening the
personal security of the population.

Economic implications

The economic impact of shadow
economy and corruption shows up in a
number of ways. First of all, the transac-
tion costs are increasing, particularly in
carrying out small business activities and
decreasing the competitiveness of the
products and services. According to esti-
mates, the amount of additional payments
to be made for licenses, for so-called “pro-
tection”, and for an expeditious settle-
ment of formalities by state officials reach-
es 40% of the profit.

The economic instability triggered by
the expansion of the underground sector,
by rackets, corruption and bureaucracy
in preparing business documents, and the
Government’s inability to ensure produc-
ers’ security discourage investors and in-
novative ideas.
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The phenomenon of corruption, ac-
tions taken in favour of some individual
persons, evasion of tender and competitive
procedures causes an increase in the cost
and a drop in the quality of public projects.

The economy is continuously sliding into
an underground sector. Corruption and the
shadow economy are self-generating phe-
nomena. Thus, if the officers employed
with inspection agencies of the Republic
of Moldova were not paid for 4 or 5
months, then for them a bribe would be-
come the only and permanent source of
income. It is rising in vicious spirals: cor-
ruption — economic decline — shortage
of budget resources — wage arrears to state
officers — expansion of corruption.

Inequity, unfair competition by using
state institutions in exercising pressure, fal-
sifying the information on competitors,
technological and industrial spying, rack-
eteering, entering into monopolistic agree-
ments, etc.

Diverting of funds has a greater oc-
currence, which reduces economic effi-
ciency.

Macro-economic instability and the
country’s vulnerability to financial crisis.
The annual macro-business turnover in
Moldova is estimated at 200-250 million
USD, which is 3.5 —4 times higher than
the amount of foreign direct investments
in Moldova made within one year, and
of the amount of foreign currency reserves
with the National Bank of Moldova. The
drug traffic is an area controlled by sev-
eral persons. Therefore, any capital out-
flow or inflow triggered by this sector
alone could, in fact, impair the stability
of the financial system.

The impact on the political security
of the state

Corruption favours the emergence of an
economic and political clan, which imposes
its wishes on the society without taking
into consideration the demands of socie-
ty, causing an enormous growth in state
debts. Moldova, while having high debts

Box 4.4.1

There are four drug traffic routes within Moldova. The monthly
traffic of heroine alone is estimated at 150-200 kg (for information:
the wholesale price for one kg of heroine is $1500 in Pakistan, $10
thousand in Turkey, $40 thousand in England, the retail price reach-
ing $120 thousand per kilo). Over the last five years, the estimated
number of individuals consuming drugs increased from 3 thousand
to 60 thousand. In 1998, their number increased 5 times as com-
pared to 1997. The “performance” of this industry is obviously
quite “high”. The chances to corrupt a state officer are quite high.
Therefore the criminal files on drug traffic do not get to the appro-
priate authority (their total number decreased from 15 in 1996, to

10 in 1997 and, accordingly, 9 in 1998).

of Moldova, Chisinau, feb. 1999 ”

Source: Conference “Criminal and shadow economy in the Republic

on energy resources, imports gas at a much
higher price than the world price, charg-
ing no payment for the gas transit (for in-
formation: the transit charges for gas on
the territory of the neighbouring countries
exceed Moldova’s GDP). On top of that:
the installation of incoming and outgoing
gas meters on its territory is delayed.

The increase in the level of tax avoid-
ance and a decline in the budget receipts
have determined the failure of policies
with regard to enterprise and small busi-
ness and social support, education, health,
environment, remuneration of budget
employees. This, in turn, impoverishes the
population, and undermines the confidence
in promoted reforms.

Government’s inability to ensure that
its officers are paid decently paralyzes state
institutions, prejudices citizens’ rights and
guarantees which are ensured by the con-
stitution, discredits the state system, and
causes the state to lose public respect.

The impact on environment: Due to the
fact that certain groups of people impose
their interests on the society in order to ob-
tain immediate profits without “amortiza-
tion” of environmental resources, the con-
dition of the environment is deteriorating.

The purposes of fighting corruption can be
different: achieve short-term efficiency with-
in the private market, dynamic long-term
efficiency, economic growth, social equity.
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Sustainable strategic directions of fight-
ing corruption and reducing the occur-
rence of shadow economy in the Repub-
lic of Moldova shall include the liberali-
zation of a legal framework, insurance
of transparency, institutional reforms, the
revision and improvement of the law en-
forcement system, the reduction of mo-
nopolies in all areas, ensuring the trans-
parency of decision-making factors.

Implementing a policy in this area
requires a legal reform, institutional re-
form, improvement of regulatory frame-
work and financial control procedures,
and a reduction of public tolerance.

Legal reform would include the follow-
ing steps: applying to international insti-
tutions for help in for fighting corruption
and economic crime, the use of an exter-
nal monitoring system; applying for
projects funded by the external technical
assistance to conduct a legal assessment
of laws and amendments proposed for
adoption, improving the legal system by
eliminating contradictions and ambigui-
ties, etc; improving crime prevention ac-
tions; defining clearly the system of pen-
alties in case of a violation of law.

The improvement of the regulatory sys-
tem and financial control procedures in-
cludes: simplifying the regulations issued
by the state and inspection authorities;

Box 4.4.2

According to an opi-
nion poll conducted
as part of the Project
“Strategy for Devel-
opment” (CISR), the
underground econo-
my seriously threat-
ens the state system,
collection of income

due to the budget, economic security and state’s prestige. In the
opinion of the respondents the proportion of underground economy
might be reduced by taking legal measures (tax reduction, increas-
ing access to credits), economic actions (extending the possibility of
leasing of premises, technical equipment, transportation facilities),
and by administrative methods (improve the performance of eco-
nomic police, financial guard, law enforcement authorities).

Source: CISR

Economic ways

Ways to incorporate the shadow economy
in the formal economy cea oficiala
No answer Legal yays

25% 1% 41%

Administrative
ways

33%
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systematizing and standardizing activities
performed by control authorities; publish-
ing clear information on control agen-
cies, rights and obligations of control
agencies; setting up a unit which would
keep a record of and control the number
of inspections carried out at the same
enterprise; reforming the tax and account-
ing systems with the view toward their
simplification and ensuring transparen-
cy; improving the quality of training for
financial control staff; publishing tax in-
formation and providing transparency in
preparing and implementing the state
budget; establishing a compulsory system
of tenders to sign the contracts for the
acquisition of public goods and services.

Institutional reform calls for. reduction
in the number of state institutions and their
staff; substitution of personal visits for solv-
ing the problems with mailing procedures,
including electronic mail; government de-
politicization, establishment of a com-
pulsory system of professional promotion
on a merit and competitive basis; imple-
mentation of a well-defined system of eth-
ical standards for state officials; setting up
independent institutions to authorize in-
vestigations of accusations of corruption.

Reduction of public tolerance requires:
co-ordination of efforts taken by educa-
tion, religious and mass-media institu-
tions as part of anti-corruption campaign;
ensuring transparency of funding provid-
ed to political parties; ensuring journal-
ists’ involvement in promoting an equi-
table reporting and introducing a code of
conduct for journalists; increasing the
public confidence in the state institutions
by establishing an agency for lodging com-
plaints about inapropriate behaviour of
policemen and control authorities.

These measures, when implemented,
will assist in the merger of the shadow
economy with the formal economy, will
assist in fighting corruption and elimi-
nating impediments to human develop-
ment in Moldova and will promote the
economic, political, public, personal and
ecological security of the society.
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CHAPTER 5.

PROBLEMS IN MAINTAINING
HUMAN SECURITY

5.1. Social Protection of the
Disabled. Human Security
of the Elderly

Social protection systems play an im-
portant role in the provision of human
economic security. Correlated with the
levels of well being, social safety systems
are meant to impede the erosion of in-
come resulting from the adverse impact
of different eventualities. In the case of a
turbulent economic environment such as
Moldova’s, safety nets are expected to
attenuate the social costs of economic
reform and to help withstand deteriora-
tion in living standards among the so-
cially vulnerable. A broader definition
presents social security and socical assist-
ance as instruments intended to reduce
the degree of a person’s dependence on
the environment around him.

In the economic transition under way
in the Republic of Moldova, considered
a radical change in terms of changes in
the social, cultural and economic behav-
iour of people, living standards and the
degree of human security for a major part
of population have been undermined.
Thus, economic imbalances, accompa-
nied by a large-scale economic decline,
have led to mass pauperization, to a deg-
radation of the health care system, and
to destruction in the education system.

The entire society feels the painful
effects of transformation processes. How-
ever, especially hard hit are those who
cannot work, whose welfare depends on
the social allowances allocated by the
state, by non-governmental organizations
or by private persons and organizations.
Due to the penury of budgetary resourc-
es and the economic decline the social
protection benefits of the past have been
largely degraded. At the same time no
mechanism to attract alternative finan-
cial resources for social protection needs

has been created. As the state is unable
to provide adequate assistance and the
tertiary sector is still in a very early stage
of development, the situation of people
from this category continues to deterio-
rate. The state, and also non-state insti-
tutions, must undertake an enormous
managerial effort to reform the social pro-
tection system, so that the latter corre-
sponds to the philosophy of the new so-
ciety and to principles on which the new
economic system is meant to function.

Elderly people, invalids and children
are the most vulnerable groups within a
population and their human development
fundamentally depends on fluctuations of
the social and economic environment.
Each of them constitutes a distinctive
social group and subsequently needs spe-
cial measures of social protection. Thus,
a reform of the social protection system
assumes a set of measures for each sepa-
rate group.

Social protection of the elderly within
the context of pension reform. The year
1999 was declared “The Year of the Eld-
erly” by the UN. The actual attention
given this problem in Moldova is deter-
mined on one hand by the fact that peo-
ple older than 60 represent 16.6% of the
country’s population, and on the other
hand by the difficult situation in which
older people now find themselves during
the transition period.

Older people constitute the most nu-
merous and controversial category in this
society both from the welfare point of view
and due to their social preferences. Their
representation in the social network con-
tinues to grow, reaching almost one fifth
of the entire population in 1998. The lack
of homogeneity among this group requires
the application of a diverse range of in-
struments in order to strengthen their so-
cial security. The main instruments are
the following:
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Fig. 5.1.1.
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e Pensions;
e Allowances and compensations;

o Institutionalised social assistance
(homes for elderly, asylum, health
resorts);

e Social assistance in home
conditions;

o Privileges in consumption
of a number of public goods
and utilities;

e Occasional material aids.

The central element in social securi-
ty for the elderly is provision of a pen-
sion. That system in place in the Repub-
lic of Moldova at present covers approx-
imately 758,000 citizens or approximate-
ly one-fifth of the population of the Re-
public. Of these, some 560.4 thousand
people benefit fromold age-pension (of
these 150.9 thousand are privileged pen-

Fig. 5.1.2.
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sions); 109.2 thousand are invalid pen-
sions; 40.6 thousand are pensions for
breadwinner loss (or a descendent pen-
sion); 39.3 thousand are social pensions
and 8.5 thousand are military pensions.
Lately in the Republic of Moldova there
has been a tendency to allocate privileged
pensions, which are slightly smaller com-
pared to general equity criteria.

Thus, every fifth pension belongs in
the category of a special benefit. Subse-
quently, the pension structure is substan-
tially distorted: only one-third of it con-
stitutes the basic pension, which is di-
rectly correlated to the contribution made
by the recipient. The other two-thirds
constitute different supplements or addi-
tions. This phenomenon is connected with
the low viability of the public pension
system and is actually meant to comple-
ment the income of the elderly.

Nevertheless, the real value of pensions
has significantly diminished lately. Relative
to the minimum consumption basket, the
average monthly pension provides only 17%
(one of the smallest indices among countries
in transition). This has been partially caused
by inflation, partially by the decreasing salary
coefficient in respect to pensions. In 1998,
compared to 1992, the relation between the
average pension and the average salary de-
creased from 60.3% to 33.9%. ( The ILO
considers that the substituting coefficient
should be 75% in order that the degree is
ensured in redistributing social income).
Certainly, such a pension could go far to
ensure the elderly a decent living standard.

Although during the last three years
there was a 1.2 fold increase in total ex-
penditures, achieving almost 10% of GDP
in 1998, the actual public pension sys-
tem, nevertheless, is not able to ensure
beneficiaries a decent and secure human
security. The reasons that have led to such
a situation are the following:

o Fragile and unstable financial
support for the public pension
system

o Exaggerated arrangements of the
state in respect to its financial
possibilities
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Weak link between contributions
and benefits

High degree of discretion of the
respective institutions in establish-
ing the amount of pensions

Transformation of pension arrears
into a chronic phenomenon

Imperfect legal framework.

Poverty becomes more and more fre-
quent among elderly people. This is not
in line with earlier research, according to
which pensioners do not appear to be the
group most affected by poverty. The ex-
planation would be the fact that a large
number of er have jobs or are supported
by their children. However, as a rule, sin-
gle, or old-aged pensioners, have an ex-
tremely poor way of life. Thus, according
to data obtained from the survey of house-
hold income and expenditures, more than
76.7% pensioners, according to their con-
sumption expenditures, do not reach the
minimum for a decent life (233.3 lei),
whereas 16.2% of the total number of
pensioners are under the 70 lei poverty
line. In addition, the consumption struc-
ture of those 16% of pensioners classified
below the poverty line shows that more
than 72.6% of their expenditures are for
food. This is an exaggerated level for this
population group, which needs higher
quality nutrition and, additionally, ade-
quate medical care and more decent liv-
ing conditions.

The elderly constitute the most vul-
nerable category from the point of view
of health. In the present conditions of
insufficient medical care they need addi-
tional expenditures, which by far exceed
the individual or family financial possi-
bilities. Research has also indicated that
43.8% of pensioners assess their living
standards as bad and 21.5% as very bad.
All these things inevitably lead to an in-
crease of morbidity and mortality among
old people. Subsequently, this has an
impact on the life expectancy of the pop-
ulation — one of the main indicators,
which determines the degree of sustaina-
ble human development in a society, and,

Fig. 5.1.3.
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in the end, drastically affects the social
and economic security of this group.

Pension arrears have a substantial
impact on the social security of old peo-
ple. Chronic delays in the payment of
pensions and allowances lead to a direct
erosion of the elderly’s well being and
increase their vulnerability. Financial
deadlock of economic entities and an
imperfect taxation system are the main
causes, of pension arrears. Although the
Government treats the solution of arrears
as a priority, payment in the near future
seems very difficult to achieve. Payment
of historic debts (accumulated in the past)
is exceeded by an accumulation of new
current debt. Thus, the total amount of
arrears to pensions grows. At the end of
1998 total debts to the pension system
reached the amount of 30 million lei or
3.4% of GDP. On average, the arrears
extend for 5 to 5.5 months, although in
certain rural areas the delay in payment
reaches 8 to 9 months.

The problem becomes even more se-
vere when treated in the context of the
unfavourable demographic situation. The
dramatic decrease in the natural growth
of the population, accompanied by the
by the increase of real unemployment and
labour migration, will considerably in-
crease the burden of social security sys-
tems for the economy. Compared to the
situation at the beginning of the economic
reform in 1991, the demographic task
coefficient rose 1.46 fold. At present there
is a conventional ratio of 1 pensioner to
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1.3 employees in the national economy,
compared with the 1:2 ratio several years
ago. The inevitable demographic aging, a
topic frequently discussed by specialists
and in decision-making forums, gives birth
to multiple and numerous difficulties con-
nected with the rapid increase in the
number of beneficiaries, and subsequently
in the financial need for pensions and
social security. One may not expect that
macroeconomic stability, or economic
growth, or even an improvement of the
situation on the labour market will be able
to overcome the effects of the demograph-
ic aging. On the other hand, neglect of
this issue may lead to a sustained deteri-
oration in the well being of the elderly.

Box 5.1.1.

New Pension System vs. Old Pension System

Old System

New System

Integral public
Uniform universal
coverage

High degree

of discretion

in pension
establishment
Obscure and
controversial pension
conditions

Lack of incentives

to make contributions
Inter-generation
redistribution function
only

Multiple privileged
pension types
Relatively low
retirement age
compared with
international standards
Labour experience
almost has no influ-
ence on pension
Integral reliance

on financing with
public resources
Contributions are
used to pay pensions

Source: Strategy of the pension reform
MER, 1998.

Mixed public-private
Differentiated benefits

Close connection between
pensions and contributions

Eligibility criterion clearly
defined and quantified

Strong incentives to make
contributions

Partial redistribution with
the focus on accumulation

All types of privileged
pensions are annulled

Retirement age is adjusted
to international standards

All labour experience
is taken into consideration

Focus on individual
contribution and the one
made by the employers

Possibility to invest the
accumulations

in the Republic of Moldova,
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In order to ensure a way out of this
situation, it is necessary to undertake deci-
sive, untraditional measures and to reform
the existing social security system for old
people, and subsequently the pension sys-
tem. One of solutions may be the large-
scale implementation of social security prin-
ciples. The market economy presupposes
each person’s personal responsibility for his
or her situation, including the social and
economic situation. An individual should
ensure his protection against different so-
cial risks such as unemployment, unfitness
for labour due to disease, poverty, etc.
through social security. Old age is also a
social risk. In this context, according to
concepts of the market economy, the pen-
sion system represents a security system for
old age. Due to the fact that old age is an
inevitable risk for each person, social in-
surance for old age is compulsory.

In October 1998 the Parliament of
the Republic of Moldova passed a new
law regarding public pension insurance.
This law foresees the replacement of the
old pension system with a new one. The
old system, based on the principle of gen-
erational solidarity, has proven inefficient
and in currrent conditions has a built in
non-incentive due to exaggeratedly large
taxes. The new system is based on the
principle of personal contributions to
one’s future pension. New pension prop-
posals to some extent assume an individ-
ual’s free choice in determining the size
of his pension. A person has the possibil-
ity of participating through contributions
both to public pension funds via com-
pulsory insurance and to private pension
funds via voluntary insurance, which
makes possible a considerable increase in
one’s potential pension. Thus, the size of
a pension will depend on the contribu-
tions of a person and on the duration of
payments to pension funds. This is meant
to ensure adequate social equity in the
new pension system and encourage con-
tributions through increased incentives.
In this way the new system is planned to
correspond to market principles ensuring
efficiency and equity.

Tthe new pension system should fos-
ter a real improvement in the situation of
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the elderly. However, in order for this
system to function, it will be necessary
for a certain period of time to elapse,
during which pension funds will accumu-
late enough resources to be able to hon-
our the payment of pensions. Thus eld-
erly people cannot now benefit from the
new pension system, because, there is no
money on their personal accounts. In view
of this, the new pension law foresees a
transition period, during which both pen-
sion systems would function, covering
present pensioners and future pension-
ers. The share of the new pension system
is envisaged to gradually increase.

An increase in the pension age con-
stitutes one of the basic components of
the new pension system, foreseeing a re-
tirement age of 65 years for men and 60
years for women. This measure is neces-
sary in order to attenuate the aging ef-
fects of the population and to diminish
the demographic pressure on the active
population. It is also expected that such
a measure will reduce the payments to
pension funds for compulsory insurance.
In order to avoid tensions in the society
in connection with social equity, the law
foresees that the increase in pension age
will take place gradually, 6 months annu-
ally, during 10 years period of time.

Implementation of the new pension
system does not solve the problems of well
being of actual pensioners. To improve
the current conditions of the elderly, the
Government with the assistance of UNDP
has worked out a complex program “In-
surance of Old Age”. This program, along
with the implementation of the new pen-
sion system, foresees a number of meas-
ures aimed at contributing to poverty al-
leviation among the elderly and ensuring
a decent old age. Among the most im-
portant measures included in this pro-
gram are the following:

Liquidation of all arrears to pen-
sioners and putting in place a mech-
anism aimed to exclude any delays of
pension payment in future;

Improvement of targeted (nomi-
nal) allocation of social security serv-

ices and social assistance, so that the
limited available resources go to the
most vulnerable parts of old popula-
tion;

A complex survey intended to find
more efficient solutions to problems
faced by the elderly and to enlarge
the range of social assistance services
rendered to them;

Mobilization of all political and
economic forces of the society which,
via non- governmental organizations,
can in a realistic way contribute to
the improvement of social security for
the current elderly population.

Social protection of invalids. There is
a greater probability that families with
one or more invalids fall into the catego-
ry of the poor. Invalids represent a social
group, which, unlike other social vulner-
able groups, depends entirely on state
social assistance institutions. Any wors-
ening of the economic situation in the
state has a direct influence on the social
and economic security of invalids.

The number of invalids in the Re-
public of Moldova is approximately 152.4
thousand people. Compared to 1996,
their number went up 1.18 fold, espe-
cially in case of labour invalids and invalid
children. Persons who lost their capacity
to work as a result of trauma during pro-
duction processes have the form the larg-
est share in the total number of invalids
— 76.8%. The tendency of child invalid-
ism to stabilize at a high level is an alarm-
ing signal for overall human security.
Constituting 18% from the total number
of invalids, this indicator is higher than
that in most other countries in transitions.

Although, similar to pensioners, the
number of invalids in the entire structure
of population is relatively small, in view
of the peculiarity of this group, a special
nutrition regimen is required as is more
intensive social and medical assistance.
This, of course, entails higher consump-
tion expenditures compared to other cat-
egories of population.

As a result of deep economic crisis,
the social security institutions in the Re-
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public of Moldova are not able to ensure
invalids adequate social support.

Financial difficulties of the state have
led to a deepening of poverty among in-
valids and their families. Thus, the house-
hold income and expenditure survey shows
that, from the point of view of consump-
tion expenditures, 19.9% of the total
number of families with invalids fall under
the poverty line and 74.1% of invalids re-
spectively are in the category below min-
imum existence. The degree of invalid-
ism has an essential influence on the risk
of poverty. Thus, 30.6% of group I inva-
lids fall below the poverty line compared
to only 7.4% of group III invalids. This is
explained by the fact that a large part of
group III invalids have jobs and subse-
quently have additional revenues compared
to social allowances allocated by the state.

The actual social security system in
the Republic of Moldova offers a number
of services to invalids, among which are:

Provision of pensions;

Provision of additional allowances
from the Social Security Fund;

Provision of a number of privileges
and subsidies for the procurement
of drugs, the use of public trans-
portation and the payment of util-
ities, etc;

Free treatment vouchers in resort
houses and balneological institutions;

Fig. 5.1.4.
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Provision of invalids with prosthe-
ses and other means that facilitate
their movement;

Delivery of social assistance
services in home conditions;

Support of invalids in boarding
houses, etc.

The acute deficit of financial resources
does not make possible real and system-
atic delivery of these services. Only a small
number of invalids benefit from these serv-
ices and, as a rule, not the very ones who
indeed require a real social support. In
these conditions, in order to improve the
social economic situation of invalids and
to reform their social support system, a
number of measures need to be under-
taken. This is expected to bring the sys-
tem in line with the new economic con-
ditions and to meet the respective effi-
ciency and equity requirements. The fol-
lowing actions would be necessary for this:

i. Improvement in the targeting
mechanism in support and subsidies
delivery to invalids, so that benefici-
aries are in the first place the most
vulnerable categories of invalids;

ii. Involvement of non-governmental
organizations in the process of attract-
ing new financial resources to the
social protection system;

iii. Decentralization of the social sup-
port system of invalids via provision-
ing of a relative autonomy to local
social support sections. Encourage-
ment of local decision-making proc-
esses regarding the delivery of social
support services to this social group,
based on availability of local finan-
cial possibilities.

Social protection of children. Children
represent the most vulnerable social group
suffering the negative effects of transition,
their fundamental needs of development
being especially affected in this case. The
acute insufficiency, as far as material and
moral spiritual needs are concerned,
brings about, especially in case of chil-
dren, noxious effects, with a strong im-
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pact on their physical, psychological and
social development. It is difficult to ex-
pect to revitalize the economy of a coun-
try with a generation of underdeveloped
children from the physical and intellec-
tual point of view and subject to social
psychological trauma during their most
fragile periods of development. In this
society a stable and prosperous economy
is possible only through the optimal use
of human resources, they being the main
factor of production here. Thus, it is very
important that due attention is paid to
processes of creation and consolidation
of a solid capital of human resources. This
will be of ultimate importance for revi-
talization of the future economy.

It is well known that the family is the
most important and adequate environ-
ment for growth and development of a
child. The family is traditionally meant
to provide for the well being of a child,
offering material but also the psycholog-
ical-affective and social conditions nec-
essary for the development and prepara-
tion of a child for adult life. A family’s
ability to fulfill its function of bringing
up and educating children dependsnot
only on the educational competence and
responsibility of parents, but also and es-
pecially on available resources and possi-
bilities. In the case of dysfunctional fam-
ilies (alcohol consuming, with delinquent
children, etc.), but also in the case of those
with a low level of income and precari-
ous conditions of life, the educational
potential is especially low.

The impact of the country’s economic
decline on families with children is disas-
trous. Thus, the household budget sur-
vey data indicate that the families with
many children are the social groups mostly
affected by the poverty risk and that the
number of children in the families con-
stitutes the decisive factor that leads to
the increase in the degree of poverty.
Whereas in families with only one child
17.8% are below the poverty line, in fam-
ilies with four and more children 36.4%
are below the poverty line.

Box 5.1.2.

a well-defined scope
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At the same time, the survey “Situa-
tion of Children in Disadvantaged Fami-
lies” (UNICEF-ASEM, September, 1997)
indicated that the group of children in dif-
ficult situations reaches significant propor-
tions at the national level. The survey took
as a basis the size of disadvantaged families
and the greater number of children as com-
pared to other families.

The essential predominaance of dis-
advantages among families with a lower
educational level among parents indicates
their inability to adapt to current social
and economic conditions. In fact, a con-
siderable part of the population found it-
self in the new social-economic context
without a minimum required “qualifica-
tion”.

According to conclusions drawn in
this survey, the social deprivation of chil-
dren in a family occurs most often due
to the following circumstances: (i) the
family has a low economic potential; (ii)
the parents are not able to ensure the
minimal material and educational condi-
tions required for a child’s care and de-
velopment; (iii) parental incompetence in
meeting the child’s supportive and edu-
cational needs; (iv) the parents’ irrespon-
sibility in respect to the existential needs
of a child; (v) an unfavourable psycho-
logical and moral environment in a fam-
ily accompanied by a high degree of vio-
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lence; (vi) the psychological and emo-
tional imbalance of parents resulting in
irrational and sometimes extremely rough
response to unacceptable behaviour by
children; (vii) the physical, emotional
and educational neglect of children by
adults.

The rather frequent involvement of
children (36% in disadvantaged families
and 16.5% in other families) in income-
generating activity disrupts the educational
process, leading to gaps in the psycho-
logical and intellectual development of a
child;

The effort to provide a child with
food, clothing, books and other school
requisites (in rural areas) represents the
main and most wide-spread difficulty
faced by families. It is necessary that
priorities, orientation and the content of
social support and protection programs
for children and families are established,
taking into consideration the intensity and
nature of difficulties met by parents in
bringing up and educating children.

Not only is the health of children af-

fected by disadvantageous conditions but
also their psychological and intellectual

development. The fact that very low edu-

cational results and negative behaviour of

Box 5.1.3.

Children and Transition

Although reforms are undertaken for the benefit of people, espe-
cially for the generation to come, unfortunately, the children are
the ones who suffer more from their adverse effects. Every third
family with minor children is affected by poverty. Due to this reason
approximately 40% of minor children (up to 14 years) have to prac-
tice different income generation actions to the detriment of the
education process. About 70% of families declared that they do not
have money to pay the education fees and to purchase school sup-
plies. Subsequently, every 10" child quit school for different periods
of time. Malnutrition is frequently met among children: about 1/5
of them have no breakfast and 1/10 have no dinner. The situation
becomes even more deplorable due to poor quality nutrition: it cov-
ers only 62% of the energy daily value necessary for children and
only 40% of protein requirement. Additionally, more than half of
the total number of children suffer from low immunity. This prob-
lem is especially acute in rural settlements where the degree of
medical care is insufficient.

Source: Survey carried by UNICEF-Moldova and Ministry of Health
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children take place most frequently in
disadvantaged  families is a main argu-
ment for the conclusion drawn above. In
this context it is obvious that children’s
education is strongly influenced by a fam-
ily’s well being.

A comparative analysis of schooling
and education in disadvantaged and in
better-off families indicates the follow-
ing: A child has a negative attitude to-
wards education in 13.3% of disadvan-
taged families and in 4.8% of better-off
families. Respectively, 32.9% children
from poor families and 10.7% from other
families are looked down on in school.
Punitive behaviour by teachers happens
towards 4.6% children from disadvanta-
geous families and 2.9% other families.
Lack of textbooks and necessary litera-
ture is observed in 38.5% of disadvan-
taged families and 24.1% other families.
68.9% disadvantaged families and 29.0%
of other families, respectively, can not
afford to buy necessary supplies. Teach-
ers apply physical punishment, respective-
ly, in 11.8% of cases involving children
from disadvantaged families and in 6.5%
of those from other families. There is
nobody in the family to work additional-
ly with the child in, respectively, 24.0%
of disadvantaged families and 11.5% of
other families.

The fact that one-third (32.5%) of
families with minor children are experi-
encing acute need reflects the real dimen-
sions of poverty in the Republic of Moldo-
va and reveals the desperate situation of
disadvantaged families.

Of course improvement in living con-
ditions and the attenuation of harmful
conditions to children’s development de-
pends primarily on a comprehensive res-
olution of the economic crisis. It is also
necessary to work out a special program
of social protection focused on children
and families during this difficult transi-
tion period. Such a program needs to set
as a central goal the halt or maximum
minimization of processes with a degen-
erative character for the society. This
would, however, presuppose a good
knowledge of phenomena, processes, and
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prominent or hidden realities character-
istic for social life, and the implied risks.
Taking all this into consideration, it is
necessary to make decisions with an effi-
cient cooperation with research centres
so that a coherent plan of action match
realities in the field.

Another fundamental need in the area
of child and family area is the creation of
a social protection system based on pro-
fessionalism. This implies the necessity of
training highly-qualified personnel spe-
cialized in the social support of families.
Bearing in mind the acute insufficiency
of resources and means for this purpose,
it would be necessary to achieve an effi-
cient management of the available re-
sources and assets. This goal presupposes
the involvement of all interested and avail-
able forces in the resolution of child-re-
lated issues. It also requires unifying ef-
forts in form, content and intensity into
one single well-targeted effort.

Along with these priorities, the fol-
lowing are important:

o Creation of a methodology assist-
ing in the identification of families
facing difficulties and of a matrix
specifying the degree and nature of
disadvantages;

o Establishment of support and so-
cial aids based on family needs and
on the nature of difficulties and risks
families face in respect to children;

o Creation of a number of local so-
cial support structures, institutional-
ized from the administrative and le-
gal points of view, that are active
under local mayoralties;

o Establishment of a monitoring sys-
tem for disadvantaged groups’ situa-
tions but also to monitor concrete
local or global activities undertaken
to solve these cases, problems, etc.

e Facilitation of a more thorough
control over activities displaced by
social protection institutions.

5.2. Social Protection
of the Employed

Acute problems have appeared relat-
ed to workers at displaced at enterprises
subject to reorganization and liquidation.
The social policy promoted by the state at
present possesses one important facet: the
provision of social insurance for persons
who have lost jobs against their will. This
possibility represents the basis of econom-
ic protection of citizens fit for labour.

The solution of this problem depends
on a number of factors, the predominant
ones being increased production and effi-
ciency, liquidation or attenuation of imbal-
ances in the labour market and facilitation
of a complete utilization of production forces.

State policy, in the long-term perspec-
tive regarding the labour market, sets a
priority on measures that ensure the uti-
lization of fit and willing workers. How-
ever, there is a high rate of officially reg-
istered and of hidden unemployment
(forced leaves and incomplete use of la-
bour forces), and also there is a large
number of citizens with no hope of find-
ing employment through the support of
the State Service for the Utilization of
the Labour Force. These facts lead to a
dramatic reduction in possibilities of fi-
nancing programs aimed at developing the
labour force and to a considerable in-
crease in expenditures for the social pro-
tection of the population fit for labour.

The population fit for labour is con-
sidered a subject of social protection when-
ever the right to productive labour and
incomes are infringed due to a lack of
jobs, a change in the structure of em-
ployment or a decrease in the number of
jobs. Taking into consideration the mul-
tiple aspects of unemployment, causes and
factors, the social protection of persons
fit for labour is divided into four groups
and constitutes an integrated index of the
economic security:

e Payment of unemployment
benefits and social aid;

o Allowances to unemployed workers
whose entitlement to unemployment
benefits has expired and also to unem-
ployed parents with many children, etc.;

“By helping
others, you help
yourself.”

Moldovan proverb
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Contributions to the evolution of
the labour force utilization process,
which includes training and retrain-
ing of the unemployed, development
of public works, subsidies to the un-
employed for setting up their own
business firms, credit allocation and
subsidies to job-generating employers;

Material aid allocation to certain
employees in enterprises subject to re-
structuring, bankruptcy or reduction of
jobs as temporal support and also to
workers on forced leaves or a reduced
labour regimen not covered by respec-
tive payments.

Measures for the social protection of
the population fit for labour are financed
with resources from the social insurance

Table 5.2.1

Dynamics of Resources Spent by the Unemployment Fund

resources spent by the Unemployment Fund

Years Unemployment Fund Resources (%)
in Respect to:

Source: Data provided by MLSPF

GDP FRM Social  Average per Average Monthly

share Employee, Amount of

Lei  Unemployment

Benefits,

per person, Lei

1992 0,03 0,06 0,17 23 -
1993 0,04 0,11 0,32 374 -
1994 0,09 0,22 0,42 2529 29,6
1995 0,15 0,42 1,32 6160 47,9
1996 0,14 0,44 1,33 8610 72,9
1997 0,13 10636 81,0
1998 0,14 12122 79,5

Table 5.2.2

Share of Unemployed Receiving Benefits in Respect to the
Total Number of Officially Registered Unemployed, %

Source: Data provided by the MLSPF

Years Total Women Men
1995 28,4 36,5 19,6
1996 26,5 36,2 15,9
1997 23,8 31,3 14,7
1998 20,0 28,1 11,4
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budget and, respectively, with resources
from the Unemployment Fund.

The share of expenditures designated
for payment of benefits and other allow-
ances predominates in expenditures of the
Unemployment Fund. During the first stage
of labour market formation (1993-1994), it
didn’t exceed 47%, reaching its peak of 56%
in 1996, after which it started to decrease
again. Expenditures for training, skill im-
provement and for new jobs equalled 23.4%
and their share is growing with every year.

The special expenditures of the Un-
employment Fund show a rising tenden-
cy in the Republic of Moldova. Real serv-
ices for labour force utilization are being
established.

Compared to 1996 expenditures for
social protection increased with 14.9%,
out of total amount of which 11.5% stand
for benefits and social allowances, 30.6%
for training and retraining of unemployed
and 9.0% for the operation and mainte-
nance of labour force offices.

The increase of expenditures for so-
cial insurance of unemployed persons is
determined by the rise of benefits, growth
of average salary in the Republic and is
accompanied by a reduction in the share
of persons receiving benefits in respect to
the total number of registered unemployed.

Although an insignificant rise in ben-
efit payments to graduates of different high-
er education institutions took place, the
established amounts do not provide for the
minimum physiological needs of citizens
in the Republic. It would have been more
adequate to provide for citizens without
labour experience, women who interrupt-
ed their employment in order to care for
children and group III invalids’ entitle-
ments to unemployment benefits adjusted
to the subsistence minimum.

Problems of persons with reduced la-
bour capacities (citizens with certain phys-
ical and mental deficiencies, including
invalids) have become more acute as have
those of young people along entering the
market economy. The local administra-
tive bodies are tasked with solving these
problems. Special laws regarding the em-
ployment of persons with reduced labour



TRANSITION and HUMAN SECURITY

capacities exist in certain countries (Po-
land). In other countries (the Czech and
Slovak Republics) special chapters in the
general Law are dedicated to unemploy-
ment. Support for persons with reduced
labour capacities assumes measures to in-
crease their social and professional chances
in all spheres of social and economic life.
Measures that might ensure jobs for such
persons would be taxation privileges for
employers offering these jobs and the al-
location of privileged credits for the crea-
tion and maintenance of such employment.

Drastic measures undertaken to reg-
ister unemployed persons, and to estab-
lish benefits have an unfavourable impact
on legalization of the labour force and
on the economic prospects for the work-
ing age population. Frequently, for dif-
ferent reasons, following a reduction in
payments to unemployed persons, these
payments are suspended altogether. Thus
in 1997 payments were halted to more
than 3.7 thousand unemployed people,
out of which only 20.2% had a reasona-
ble ground. Such measures are linked with
concrete social economic realities and the
character of unemployment itself.

In the case of structural unemploy-
ment “motivational” measures may also
be built in. In most countries in the world,
the establishment of benefit payment
deadlines is linked either to work experi-
ence or the availability of employment.
Amounts and terms of unemployment
benefit payments are larger than in the
Republic of Moldova. A considerable sup-
port may come from the social support
systems at the disposal of unemployed
persons when their unemployment bene-
fits expire and they still haven’t new em-
ployment. However, in Moldova such a
social support institution hasn’t been cre-
ated yet. Expenditures for payment of
nominal monthly compensations and al-
lowances to the unemployment benefits
for support of children under 14 years in
1997 accounted for 7.2% of the total ex-
penditures designated for this purpose.
Only 46 unemployed received material aid
in the amount of 2.2 thousand lei from
the resources allocated by the local ad-
ministration power bodies.

Education and professional training
are important aspects in the creation of
economic and psychological conditions
that sustain the working age population.
A significant help would be training aimed
at increasing the degree of utilization both
of the unemployed and the partially
employed labour force. At present the
Ministry of Labour and Family Protec-
tion and the Ministry of Education and
Science largely promote common edu-
cation programs oriented toward training
the unemployed to prepare for work. The
share of the 1997 Unemployment Fund
resources set aside for professional train-
ing of unemployed equalled 23.4%. Dur-
ing 1997 the number of trained unem-
ployed constituted 6749 people or 4.1%
of total number of registered unemployed.
Out of them only 9.6% were trained on
the job, at enterprises and in organiza-
tions. The share of persons who benefit-
ed from professional training within en-
terprises shows a rising trend compared
to previous years (table 5.2.3.).

Training was offered for 60 professions.
Of those professions accountants (27.7%),
dressmakers (18.1%), operators (15.4%)
and hairdressers (10.8%) predominated.
The average duration of training per one
unemployed person was 5.5 months and
cost per trainee averaged 415 lei.

Public works projects may be under-
taken with the goal of social protection.
During 1997 labour offices started to com-
bine the temporary use of labour force
with retraining. Along with the positive
impact on the actual situation on the cur-
rent labour market, this measure also cre-

Table 5.2.3

Dynamics of the Unemployed Training Structure

within enterprises

Source: Data provided by MLSPF

1994 1995 1996 1997 1998
Share of Registered 8,1 11,4 11,7 13,6 11,5
unemployed who Benefited
from Training
Women 5,2 7,3 7,6 9,4 15,1
Trained at job 7,0 9,0 7,3 9,6 11,0
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ates grounds for future improved labour
force usage and makes possible progres-
sive structural changes. With the same
purpose, it would be necessary to revisit
the definition of public works, presently
considered to be activities that don’t re-
quire special qualification and presuppose
hard physical labour. Other countries’
experience shows that public works may
be used in all branches of the economy,
including spheres of intellectual, social
and ecological works.

In spite of financial and organization
obstacles in their development process,
public works have achieved a certain ev-
olution (Table 5.2.4).

Delivery of economic, organization-
al and legal aid to people dismissed be-
cause of the organization of private busi-
ness operations might be one possibility
to regroup employed persons during the
economic restructuring of enterprises. The
creation of a considerable number of sup-
plementary jobs and the development of
non-traditional forms and types of labour
force use is also envisaged. Thus, in 1998
the creation of 5000 jobs to employ per-
sons in the poorer levels of society was
planned and, respectively, 5800 and 6500

for 1999 and 2000. The organization of
potential lines of credit of credit to un-
employed persons who want to start busi-
nesses and to economic entities trying to
create jobs constituted another planned
activity. However, these plans, as well as
other important actions from the social
point of view, were not supported with
the necessary organizational and finan-
cial support.

Ccontributing to the social protection
of the working age population are the so-
cial guaranties by enterprises to employees
in case of dismissal, forced dismissal or re-
duction of labour hours (days). Mass dis-
missal and restructuring of the state sector
have become a usual phenomenon during
radical economic reforms. The foreseen
measures are temporary and don’t corre-
spond to the general economic situation.

Social insurance in Moldova has a
special importance for the reorganization
process of dismissed employees in rural
areas. Many of them have enjoyed own-
ership of a land plot, value share and other
assets. Some rural dwellers created peas-
ant farms; others leased their assets. At
the same time there are people who did
not use their assets for production pur-

Tabelul 5.2.4
Development of Public Works
Years 1998 in
respect to
1994 1995 1996 1997 1998 1994
Number of economic entities,
which have created jobs (units) 98 189 165 241 278 2,8 times
Number of unemployed engaged in remunerated
public works, (persons), out of them (%) 510 595 737 971 1360 2,7 times
e One month 33,1 41,2 25,2 26,7 32,8 -0,3 p.p.
e From one to three months 21,8 30,4 30,3 45,3 41,6 16,8 p.p
e Three and more months 45,1 28,4 44..5 28,0 25,6 -19,5 p.p
Costs for organization of public works,
(one person), lei 31 78 177 165 227 7,3 times
Structure of financing resources
for public works (%):
- local budget 2,6 14,9 1,0 12,9 7.9 5,3%
- resources of the enterprise 36,0 80,9 98.8 86,4 90,3 54,3 p.p
- Unemployment Fund 56,4 3,6 0,2 0,7 0,8 55,6 p.p
- other resources 5,0 0,6 - - 1,0 4,0 p.p
Sources: Data provided by the MLSPF
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poses and, respectively, for income gen-
eration. In view of this situation it would
be irrational to deprive this category of
employees of social support. They should
be entitled to social support at least until
they organize their production of goods
or receive an income from the lease of
their assets not less than the minimum
subsistence per one family member. A
second measure that might help resolve
labour force usage would be “labour di-
vision”. This could occur without the in-
terference of state administrative bodies.
It is frequently used in countries with
developed industries. The essence of this
method is the slogan “Work less, there is
enough work for everybody.” It implies
that for the sake of employing a larger
number of people, the division and short-
ening of the working week is shared by a
number of employees.

A practice in which extra employees are
not dismissed and the working day (week,
month) is reduced or one in which manage-
ment sends people on long-term leave with-
out payment leads to the following situations:

a) Dismissal of employees under the
so-called “at one’s self-initiative” provi-
sion of the law (without payment of dis-
missal allowances and without entitlement
to unemployment benefits upon imme-
diate registration at labour force offices).
In 1998 due to the lack of jobs, 74.1% of
dismissals were based on applications us-
ing the “at one’s self-initiative” formula.
By sector , the formula was used by 80%
of the agrarian sector dismissals, by 8.1%
in the trade and repair services; by 85.2%
in the education sector and by 88% in
the service delivery sector.

b) Maintenance of employees who
don’t work for long periods of time in the
staff of enterprises means both the main-
tenance of their entitlement to material
goods and the extension of their longetiv-
ity as a basis for pension allocation.

c¢) Less active search for new jobs on
the part of employees, especially those
foreseeing training or retraining.

d) Incomplete use of labour forces in
conditions when payment for labour is a
miserable one (in Moldova this leads to a
decrease in the living standard).

that reform process-

public sector could find a remunerated job in the private sector. In
general the aggregate demand shows a declining tendency on the
labour market: during the last four years it has shrunken 1.25 fold.
At present the active population measures 44.3% compared to a

Box 5.2.1
Looking for a Job

It is becoming
more and more diffi-
cult to find a job now

Time of jobs seeking

14%

0O Up to 3 months
0 Up to 6 months
0O Up to 12 months
0 After 12 months

es have started to go e

deeper. New sectors | 22%

of the economy based 20%
on private initiative
are still fragile and do not possess enough capacity to absorb the
available labour force. Only every tenth dismissed person from the

magnitude of 80% in 1990 at the beginning of the economic reform.

As a result, access of the population to the labour market is
continuously dropping and opportunities to be employed are insig-
nificant. There exist a proportion of ten officially registered unem-
ployed persons to one vacant job. Situation is even more drastic in
case of locksmiths, drivers, mechanical engineers, librarians and
agronomists, where the proportion is 1:12 in average. The cumula-
tive effect of the disequilibrium signifies an aggravation of job inse-
curity. Thus, a person in the republic spends in the average 7 months
in search of a job. For people in urban areas the length of time
spent in search of employment is slightly more, 7.5 months. Al-
though people in the rural area spend in the average less time in
search of employment (6.7 months), the seasonable fluctuations are
very large, a fact that increases the degree of uncertainty.

During one year the duration of employment ranges from 8 to 9
months to 4 or 5 months in summer. Consequently, the unemploy-
ment period increases and this has adverse economic and financial
implications both for the state and the person. At present every fifth
person registered at a labour office is experiencing unemployment
for more that 6 months. This inevitably leads to the extension of
long term unemployment, a phenomenon considered by the World
Labour Organization as the worst form of unemployment. Com-
pared to 1995, there is a 1.25 fold increase in this phenomenon, and
it covers at present 14.4% of the total number of unemployed.

Source: Data provided by the MLSPF and HBS, 1998

e) Enforcement of labour division and

incomplete use of labour force (could be used
by certain enterprises to reduce their costs).

Such an approach might lead in the
future to the concentration of labour in a
small number of better-remunerated and
highly efficient jobs and to an increase in
the number of those without employment
and income sources.
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Different methods of reducing working
hours has acquired a certain evolution in a
number of countries in the world. It fosters
an amelioration of labour conditions for wom-
en with many children, for young people who
also study, for older persons, invalids and other
citizens who need free time or a flexible la-
bour timetable. Such a form of labour organ-
ization is connected with personal initiative
and material provisioning. In 1998, 85.7%
of people used this form of labour organiza-
tion at the initiative of the administration,
very often to the considerable detriment of
their salaries. This indicator constituted more
than 90% in 12 districts of the Republic. One
should mention the fact that, compared to
1997, in 1998 the number of those not fully
employed has risen by 18.0%. In 33.6% of
the cases this happened at the initiative of the
administration.

The third method, according to wide-
spread statistics in Moldova, is the practice
of sending different workers on leave without
preserving the payment of compensations.

Such leaves may be theoretically as-
sessed as a certain privilege granted by the
enterprise, and especially by the state, due
to the fact that they presuppose mainte-

Box 5.2.2
Unemployment profile

Although the rate
of official unemploy-
ment is low (about
2% of the labour
force) its growth rate
is very significant: in
1998 the number of
persons registered as
unemployed at la-
bour force offices has

Official unemployment dynamics, thousand pers.

63,3

46,3 49,6

1996 1997 1998

gone up 1.3 times.

Those who face the greatest risk of finding themselves unemployed
share the following profile: women (59%), especially mothers after
maternity leave; young people up to 30 years (45%), especially young
people without a specialty and those released from the Army; un-
skilled workers (57%), especially from mechanical industries; sea-
sonal workers (47%), especially those linked to the agrarian sector.

The principal arguments made for dismissing employees are:
financial blockage of economic entities (34%); restructuring of en-
terprises (25%); merging of enterprises (17%); bankruptcy (15%).

From the point of view of professions, the most vulnerable to
unemployment are locksmiths, drivers, construction workers, librar-
ians, engineers and agronomists.

Source: Data provided by MLSPF
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nance of labour experience, the possibility
to adjust to the new market economy and
the maintenance of psychological equilib-
rium. During 1998, 146.4 thousand citi-
zens were on administrative leaves of this
type. Each person stands for 87.4 labour
days, the differences between territories
being from 14 labour days per person, as
for example, in Camenca district up to 270
labour days per person in Dubasari district.
Thus, during four months, approximately
150 people didn’t work and, respectively,
did not receive a salary. At the same time
they were not registered as unemployed and
did not receive the unemployment benefit.

Among branches of the economy, the
most critical situation has been registered
in construction, where 55% of the employed
people were on leave more than 127 labour
days. In the processing industry the respec-
tive indices are 51.5% and 108 labour days.

Along with the deepening production
crisis and the promotion of the privatiza-
tion process, the system of work reduc-
tion, which in the future would assume a
democratic solution due to relations be-
tween employer and employees, at present
appears to contribute to decreased em-
pathy and increased friction in the em-
ployer-employee relationship. Long term,
non-paid administrative leave requires
workers to adjust to new conditions and
to accept a job, either in their own local-
ity or abroad. Often these jobs don’t cor-
respond to a worker’s profession or qual-
ification. A person’s loss cannot be com-
pensated by the maintenance of a formal
link with the enterprise, cannot be com-
pensated by extending the employment
relationship only on the enterprises’s for-
mal roll (workers used to keep their la-
bour certificates at the enterprise) or by
certain social goods, all of which feed the
volatile hope of regaining the old job.

Such a process brings about a reduc-
tion in the percentage of qualified work-
ers. Some employees who have no possi-
bility of obtaining a job at other enter-
prises lose their professional qualification
and continue living miserably. Others part
find part-time employment or engage in
a small business, thus quitting their basic
profession and maintaining only a legal,
formal link with their enterprise. With the
aim of revitalizing labour utilization, it
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would be rational to legalize its forms (re-
duced labour week, day, etc.) including
the normative time and compensation of
income arrears (salaries). This would also
impede an abrupt transformation of hid-
den unemployment into an officially reg-
istered one. In France, for example, the
program that compensates income in the
case of partial unemployment, namely in
situations when the labour force is uti-
lized less than 40 hours per week, fore-
sees compensation in the amount of 50%
of the total compensation per hour.

For the purpose of maintaining labour
potential, especially of qualified workers,
it would be rational in Moldova’s current
circumstances to introduce subsidies for
the use of labour at prosperous enterpris-
es. This would require application of a
structurally rationalized policy both at the
national and territorial levels along with a
selective support of competitive enterpris-
es for investments. It would ensure main-
tenance of hidden unemployment, which
may not be handled at present. It can also
ensure a more efficient utilization of the
transition period for adjustment of labour
to new conditions.

To ensure the material and psycho-
logical security of dismissed employees, a
payment of allowances and privileges is
envisaged. These include compensations
to average salary, privileges offered by en-
terprises regarding access to social eco-
nomic services taking into consideration
the contribution of employees to the de-
velopment of production and material as-
sistance of dismissed employees. The pos-
sibility exists to benefit of nominally des-
ignated money allowances and scholarships
in cases of an income decrease caused by
studies and retraining. There exist privi-
leges in payment of fees for departmental
lodgings and other allowances to mem-
bers of families unfit for labour.

However, certain enterprises that have
found themselves in a difficult financial
situation are violating the Bankruptcy
Law. The administration requires some
employees to sign annual labour contracts,
in cases in which otherwise the enterprise
needs to be declared bankrupt. Workers
receive no salaries during this period of
time. One year later they are dismissed
without receiving dismissal allowances.

Official Unemployment

Includes only dismissed
employees at the the
initiative of administration
Is related to population
active from the economic
point of view

Covers only a segment

of unemployment, namely
the open one and which
is officially registered
Gives a partial assessment
or the labour reserve,
mainly with regard

to the public system

The rate is 2.0%

Box 5.2.3
Real Unemployment vs. Official Unemployment
Real Unemployment
e Includes all people C
of working age in search
of an employment
°
e I[s related to employed
people
e Covers all types O
of unemployment: open,
hidden and frictional
e Gives an assessment A
of real dimension of the
labour force reserve
in all sectors of economy
® The rate is 9.4% °
Source: CISR estimations

In order to achieve this it will be nec-
essary to make amendments and additions
to the Labour Code of the Republic of
Moldova in respect to the following issues:

Temporary transfer to a new job
when there appears such a necessity
for the production process;

Annulment of a labour contract at
the initiative of the administration;

Grounds and procedure for dis-
missal of employees;

Privileges and compensations to
dismissed employees in case of re-
placement of the proprictor;

Monitoring of the rights of employ-
ees who are sacked due to staff re-
duction, with regard to assets in pos-
session of the enterprise whenever the
enterprise is subject to liquidation,
privatization or commercialization.

Terms of payment in case of dis-
missal of an employee;

Differentiation of mass dismissal
criteria for enterprises of different
types and sizes.

At present the Law in force foresees
social guarantees for citizens out of jobs
who apply for support at unemployment
offices. It would have been equally bene-
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ficial for citizens, proprietors and unem-
ployment offices, should amendments and
completions be made to this Law. This
would ensure the regulation of a mutually
advantageous cooperation during the pe-
riod prior to employees’ dismissal as a re-
sult of reorganization of enterprises, down-
sizing, bankruptcy and management from
outside. Te concrete situation on the la-
bour market imposes the introduction of
amendments to the social protection mech-
anism of sacked employees. That is why
the adoption of the law “On Protection of
Employees in Connection with Insolven-
cy of Proprietors” is necessary. It needs to
foresee payment guaranties in case of the
most important arrears in conformity to
the labour agreement, irrespective of the
state of affairs of the debtor’s property and
the liquidation process.

A high level of unemployment re-
quires an increase, by all available means,
of the financial resources required to im-
plement state programs on labour use and
to partially provide social insurance for
the unemployed. It is due to this very
fact that financial possibilities for devel-
oping programs are considerably limited.

Conclusions. The constant rise in un-
employment in the Republic of Moldova
leads to the diminution of the state’s pos-
sibilities of financing programs to help
develop the labour market and to pro-
vide social insurance for the working-age
population. This is true with respect to
both the creation of new jobs, the social
insurance of the currently-registered un-
employed , and the assistance possible for
programs dealing with partial use of the
labour force as well as employees dis-
missed due to restructuring and the in-
solvency of enterprises.

Due to the decrease in employment
there is an annual increase of financial
resources in the Unemployment Fund
designated for personnel. However, the
amount of the Unemployment Fund for
the last three years (1996 — 1998) consti-
tutes only 0.13 — 0.14% of the global do-
mestic product, which is much less than
in most countries with a market economy.
Although there is an artificial diminution
in the number of people entitled to un-
employment benefits, the estimated aver-
age monthly amount of benefits constitut-
ed in 1998 only 79.5 lei per person, which

does not ensure the minimum physiologi-
cal subsistence for the unemployed. Dur-
ing training and retraining of the popula-
tion of working age and also with regard
to public works, important tendencies have
been noticed, indicating a rise in the de-
gree of adjustment of unemployed people
to labour market conditions and to their
material conditions. About 12% of all reg-
istered unemployed benefited from pro-
fessional training, according to unemploy-
ment offices’ data. However, the share of
employed people from among those who
completed training is insignificant and in
1998 constituted only 31.5%. The situa-
tion is much more deplorable in the sphere
of public works. During 1998, only 1360
unemployed were involved in these works,
or 2.2% of the total number of registered
unemployed. In fact more than 90% of
resources designated for financing public
works are being used by enterprises. The
local budgets share accounts for less than
10% and resources from the Unemploy-
ment Fund for less than 1%.

Although foreseen in the State Pro-
gram for Labour Forces Use, no alloca-
tion of resources has been made for job
creation, nor designated for programs for
groups less engaged in the labour market.
This leads to a worsening situation in the
labour market and affects the socially vul-
nerable layers of society. Taking the above
into consideration. the following points
shuld be included in planning remedies:

1. When drafting the State Programs
for Use of Labour Forces, the measures
specified should be accompanied by indi-
cations of the resources for their financing;

2. In establishing the Republican Un-
employment Fund, its relationship to the
total domestic product of the Republic of
Moldova should be established with con-
sideration given to the prognosis of the so-
cial economic situation and experiences of
countries with developed market relations;

3. In order to increase the efficient of
use of Unemployment Fund financial re-
sources, it is necessary, in conformity to the
request of proprietors, that training and re-
training of unemployed at enterprises be held
for a longer period, e.g., up to 9 months;

4. The drafting of national and re-
gional programs aimed at job creation for
vulnerable levels of society is imperative.
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5.3. Public Health Security

Health constitutes one of the key is-
sues of human security. There is a direct
dependence between health security and
individual welfare and the degree of hu-
man development in the country. Hav-
ing a direct influence on labour capaci-
ties, health amplifies or limits people’s
options to benefit of the social opportu-
nities. People with good health are less
exposed to risk factors. And on the con-
trary, those with poor  health are more
painfully affected by a turbulent economic
environment. Diseases exert a constraint
on people’s autonomy, reduce their par-
ticipation in the labour market and en-
large their dependence on medical care.
That is why poor health has a negative
impact on labour force mobility, produc-
tivity and public expenditures. The cu-
mulative effect of public health is reflect-
ed in the human development index and
has both economic and social conse-
quences. From this point of view the pub-
lic health is considered, from a larger point
of view, as a complete physical, mental
and social welfare, and does not refer only
to an absence of disease or a handicap.

The quality and efficiency of services
delivered by medical institutions also con-
dition public health. In this context one
may say that present health protection
system in Moldova is characterized by a
mixture of weak and strong parts, origi-
nating from the peculiarity of the sector
itself and the transition period. Main ad-
vantages, as indicated below, are the sig-
nificant positive aspects inherited from
the old, Soviet health protection system:

e Universal free access to all
medical services;

e Entire population is entitled
to health care;

e Primary medical sector well
equipped with equipment and
highly qualified personnel;

o A well structured and integrated
network of hospitals, clinics and
out patient clinics;

o Flexible network of hygienic and
medical facilities for prevention
of mass diseases;

e Priority integrated financing from
the public budget.

At the same time the system was in-
efficient as far as qualitative promotion
of medical services is concerned. The
main explanation should be found in the
old medical philosophy: the approach to
citizens used to be rather as to passive
recipients of medical services delivered
by the state, than active participants to
the improvement process of their of life.
In view of this, there was an exclusive
reliance on the state monopoly in health
protection. As a consequence, internal
sector management was inefficient, caus-
ing imbalance and a lack of coordina-
tion. The degree of response to local needs
(especially the rural ones) used to be in-
significant, priority being given to medi-
cal institutions from urban areas. The
economic efficiency principle was ne-
glected as far as the utilization of finan-
cial resources was concerned.

The situation in the medical sector
has become significantly worse during the
transition period. Actually, all parame-
ters of the health protection system have
worsen and their classification in sets
could be the following:

o Deterioration in living standards
of the population;

e Growing incidence in the degree
of risk factors that undermine the
public health security;

e Extension of nutrition, infectious,
social and degenerative diseases;

e Tough financial constraints;

o Insufficient remuneration of medi-
cal personnel does not favour an
incentive attitude towards a quali-
tative performance of professional
tasks.

Life expectancy that represents an ex-
ponent of population’s health status con-
tinues to substantially deteriorate. Com-
pared to 1992, life expectancy has de-
creased 1.4 times, in 1998 being 70.7 years
for a female and 63.2 years for a male,
the average constituting 67 years. This
drop is even more significant in the case

“Extremis malis,
extrema remedia
Serious diseases
require extreme
treatment.”

Anonymous Latin

/
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Fig. 5.3.1
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of women, it being a 1.6 fold decrease.
Thus, life expectancy in Moldova is one
of the lowest in Europe.

One of the most worrying trends of
the unfavourable demographic develop-
ment in the Republic is the rising mortal-
ity. In 1998, 47.7 thousand people died,
the mortality rate being 11.1 per thousand.
The number of deceased exceeded the
number of newly born by 0.9 thousand.
The structure of mortality causes reveals a
preponderance of cardiovascular diseases
(52.7%), followed by malignant growths
(11.9%), accidents, poisonings, trauma-
tisms (9.0%), digestive diseases (8.9%), and
respiratory diseases (6.0%). At the same
time the incidence of fatal cases among
men appears to be more frequent than
among women. That is why the mortality
rate differs among the two genders, it be-
ing 114.8% in case of men. The fact that
the mortality rate shows a growing ten-
dency among economically active popu-
lation appears rather alarming. Its level has
gone up 1.1 times compared to 1993 and
constitutes at present 41.6% of the general
mortality structure.

A precarious situation is also charac-
teristic for the child health care sector.
Tough financial constraints, made more
severe by the explosive rise of prices in
medical services, have led to a substantial
deterioration of children’s health status.
Malnutrition has become a usual phenom-
enon, which affects the large majority of
the population, especially young people.
Thus, the daily energy value of children’s
nutrition covers only 62% of the neces-
sary minimum and even fewer proteins,
they constituting only 40%. Consequent-
ly, the infant mortality rate is 17.8 to 1000
alive newborns, which is 3 times higher
than the average European indices.

The situation in connection with in-
fectious diseases remains alarming (recent
different epidemics of cholera, measles and
small pox). The incidence of syphilis, from
1990 through 1997, has gone up 10.6 fold,
reaching 165.9 cases per 100,000 people.
The real beginning of an AIDS epidemic
is occurring, judging from the fact that in
1997, for example, there were 408 HIV-
infected persons compared with 19 infected
people during the 9 previous years (1986
through 1995) and 47 people in 1996. New
tuberculosis cases appear every year, thus
increasing the number of affected people.
One can not assess the population’s im-
munity as an efficient one, due to lack of
vaccines and adequate equipment.

The incidence of gastriointestinal dis-
eases is the highest in Europe. The growth
in the number of cardiovascular diseases,
stroke, rheumatism and diabetes and other
chronic diseases presents a threat espe-
cially among young people.

Such parameters as a rise in the
number of drug and alcohol addicts as
well as the increase of smokers (especial-
ly among women and teenagers) indicate
a social crisis. According to an official
survey, more than 8% of the country’s
population is suffering from health prob-
lems caused by excessive alcohol con-
sumption. Starting with 1990, the number
of registered drug addicts shows an aver-
age annual growth of 30%. Problems
caused by trauma, very often violent, con-
tinue to remain very severe.

A great number of problems persist
connected with environmental factors. Is-
sues like drinking water supply, tobacco
processing, disposal of toxic waste, and lately
air pollution in towns deserve special at-
tention (especially in the rural areas).

Health protection structures are going
through a deep crisis in connection with
financial deficiency and the irrational use
of available resources, and also a lack of
medicine and adequate equipment. Due
to this situation an essential discrepancy
has appeared between the excessive de-
mand for medical services and extremely
reduced offer. Lacking financial resources
to cover the cost of medical treatment,
the large majority of the population has
renounced costly services offered by spe-
cialized medical institutions and under-
takes self-treatment in home conditions.
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As a consequence, about 60% of deceased
people and 30% of deceased children are
deaths occurring in home conditions.
Employed medical personnel is paid very
low salaries, a fact that leads to a decrease
in their moral standing, gives birth to brib-
ery and brings about a negative attitude of
the population towards them.

Causes for the precarious health sta-
tus in Moldova are generated by the prev-
alence of risk factors in the way of life
and in the surrounding environment, as
well as by the absence of effective pre-
ventive actions and the low level of med-
ical services. Programs worked up so far,
along with the Government and Ministry
of Health Protection action plans, are not
able to solve these problems due to insuf-
ficient financial resources.

The precarious situation in the medi-
cal care sphere has had an impact on the
demographic parameters of the Republic
of Moldova. Along with high mortality and
morbidity rates, the dramatic decrease of
birth rate shows a deepening tendency.

Compared to 1989 the birth rate has
decreased 1.62 fold and in 1998 reached
10.9 per 1000 inhabitants. There have
been 46.8 thousand newborn babies, 35
thousand less than in 1989. A possible
explanation lies in the deterioration of
the structure of women’s age. It is well
known that young women account for
three-fourths of the total number of births,
while their number decreased by about
80 thousand compared to early 1986,
when a record number of newborns were
registered. The drop in the number of
newborns is due to the fall in the number
of marriages: in 1998 there were 15 thou-
sand (1.6 fold) fewer marriages registered
than in 1990. The rate of childbirths out-
side marriages constantly grew from 10.4%
in 1989 to 17.5% in 1998.

Consequently, the natural population
growth rate has registered the smallest
value in the post war period of 0.2 per
thousand. This situation will persist in the
future, given the fact that there exist no
grounds that might generate a change of
events. The main cause is connected with
the general fertility coefficient, which has
dropped to 1.67, a situation that will not
even ensure the simple reproduction of
population (2.14-2.15). All these facts
will lead in the future to a depopulation

Fig. 5.3.2.
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phenomenon in the Republic that in turn
will generate a negative long-term impact
on the genetic human fund. Starting in
1992 the population of the Republic has
experienced a continuous decrease. At
the end of 1998 the population of Moldo-
va constituted 4293 thousand people. The
annual rate of population growth was
0.3% and most likely will stay the same
in the immediate future.

Another major factor that determines
the formation of the structure of the pop-
ulation, besides birth rate and mortality,
is migration. Beginning in 1990 emigra-
tion exceeded immigration, migration
balance having a negative sign and deep-
ening over the decade: minus 2934 peo-
ple in 1996, minus 3879 people in 1997,
minus 4351 people in 1998.

After the analysis of those 21 tasks
foreseen in the “Global Strategy of Health
for Everybody before theYear 20007,
worked out by the regional WHO Bu-
reau, it is clear that in Moldova none of
these objectives can be fulfilled in the es-
tablished terms. Even worse, possibilities
for further worsening of public health will
persist during the next several years.

Fig.5.3.3
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Evidently, the continuing decline of
public health requires restructuring the
health care sector. The health of people
is the most important factor for a sus-
tainable human development. One should
admit, that without urgent and efficient
health-ensuring measures, reforms under-
way at present would not seem to achieve
the established goals. There persists a
mistaken perception in the country at
present, inherited from Soviet times, in
conformity to which the health protec-
tion sphere (Ministry of Health, medical
preventive institutions, medical person-
nel) bear total responsibility for people’s
health. However, these problems have
become extremely severe and are influ-
enced by different factors, especially by
social and economic ones and it would
be impossible to ameliorate things exclu-
sively with efforts of Health Protection
System. Studies performed so far indi-
cate that the population’s health status is
determined by efforts on the part of the
medical establishment and its direct in-
tervention only in 10% of the cases. In
the rest health is determined by the life-
style (40%), biological and hereditary fac-
tors (30%) and by the environment (20%).

The national policy regarding health
protection includes a set of priorities, strat-
egies and practical actions and is coordinat-
ed and approved at national, regional and
local levels. Its main goal is the maintenance

Box 5.3.1.

Pillars of the health care reform in Moldova:

» Restructuring the network of medical services, redistributing
the overcapacity of resources from the tertiary medical care
and to allocate them to primary medical care.

» Strengthening the first aid network by granting funds for
financing a set up of an efficient network of general doctors.

» Legalization of illegal payments, avoidance of payments
for random or excessive medical services, especially
those burdensome to the poor population.

» Setting up a new package of medical services which would
correspond to the budgetary resources, allocating most funds

to first aid.

» Centralization of medical care financing in order to improve
the distribution of funds between sectors.

Source: Moldova: Poverty Assessment, WB-Moldova Study, 1999.
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and strengthening of people’s health and
health of the entire nation. The backbone
of transformations lies with the redefinition
of the state role in health protection and
encouragement of self-responsibility for an
individual’s health status. This presupposes:

(i) efficient allocation of resources
based on a more active use of market
mechanisms;

(ii) a greater diversity of options for
medical services, and

(iii) strengthening the institutional
capacity of the medical care system by
decentralizing responsibilities and partic-
ularly managerial responsibilities.

Moldova’s strategy regarding health
protection was developed by the Minis-
try of Health in 1997 and has been adopt-
ed as a Government document under the
name “Concept and Development Strategy
of the Health System in the Republic of
Moldova in new economic conditions dur-
ing 1997-2003”. The main goal of the
strategy foresees facilitation of free ac-
cess for the entire population to health
care services. The implementation of this
goal depends on the observance of the
following principles:

Priority approach to health issues.
It is necessary to admit that health is
not only one of the important rights
of a human being, but also a resource
of the state, a necessary condition for
the state’s progress.

Fquity and solidarity. In the present
crisis, when there is an evident dis-
parity in society, first of all as far as
the supply of material resources is
concerned, it is necessary that all kind
of efforts are undertaken ensuring
access of all citizens to improved
health and preventive medical care.
Solidarity (between rich and poor,
healthy and sick, young and old) plays
a primary role in this aspect.

Effective structures for processing,
implementing and monitoring a Nation-
al Health Policy (NHP). Once prior-
ity status and the necessity of a simi-
lar approach is accepted, it’s imple-
mentation would require the estab-
lishment of a network of effective in-
stitutions. Adequate support on be-
half of administrative bodies, includ-
ing financial support, is required.
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Inter-sector relations, joint programs,
responsibility and recording. Integral
planning would be necessary in or-
der to ensure the fulfilment of the
results envisaged. It would also be
necessary to undertake measures and
actions and a critical joint evaluation
of outcomes obtained by the involved
administrative bodies at the central
level, but also at regional and local
levels. Based on such cooperation, it
might be possible to more successful-
ly attract outside resources (donations)
and obtain their rational use for the
social sector and health protection.

Consulting with and obtaining the
broad participation of the community.
National Health Policy cannot be
considered a program belonging to a
certain department, not even to the
Government. Its successful promotion
presupposes the active participation
of non-governmental organizations,
professional unions, associations of
common interests, the dissemination
of information and the participation
of all citizens as well as an assump-
tion of responsibility by each mem-
ber of the society. Involvement of
mass media is very important for the
establishment of such relations.

The promotion and implementation
of NHP is a long and difficult process. It
includes several stages, namely: achieve-
ment of consent and the establishment of
priorities, definition of tasks and actions
for implementation, broad consultation
of the population, backing up the NHP
with legal power (in a majority of coun-
tries documents of this kind are adopted
by the Parliament and have the status of
law). However, the importance and gravity
of health problems makes this a vital ne-
cessity. The main objectives may be
grouped into three big categories:

Improvement of health conditions
through amelioration of population’s liv-
ing standards, promotion of a healthy
way of life, protection of the environ-
ment and efficient strengthening of treat-
ment and disease prevention services.

Increase of efficiency of health care
services through greater support for
the use of market levers and diversi-
fication of financial sources for med-
ical institutions.

Strengthening of the institutional
capacity of the public health sector
through decentralization of the med-
ical care network, improvement of
legal framework and restructuring of
health management.

Reform of the medical care sector is
different from that in other sectors of
the economy due to the fact that medi-
cal services never cease, not even when
the economic system is in deep decline.
From this point of view the reforms of
the medical sector imply simultaneous
opportunities and risks. The major op-
portunities are:

(i) tendency of a liberalization of eco-
nomic activity and a considerable restraint
in the role of the state;

(ii) extended free access and options
for people to a more diversified range of
services and products;

(iii) decentralization of medical man-
agement and a wider-scale use of effi-
cient allocations.

The risk factors that may undermine
to some extent the outcome of reforms
are linked first of all with the environment
of economic and political instability. They
also are generated by the fact that the com-
munity shows insignificant support for rad-
ical reforms in the health care system.

Working with a viable strategy aimed
at launching, promoting and administer-
ing the renovation of the health sector in
a turbulent environment (similar to the
one in Moldova) proved to be a discour-
aging challenge for health policy makers
in Moldova. It is also a difficult process
from the technical and political points of
view. This was obvious when actions were
undertaken to solve three issues, namely:

(i) the establishment of free and guar-
anteed minimum medical support;

(ii) the implementation of compul-
sory medical care insurance, and

(iii) territorial administrative reform.

These are extremely difficult issues
and require an inter-sector approach.
There is a very direct connection with
the taxation system for the Social Fund
and the Budget.

In the implementation of health care
reform in given conditions, the basic prin-
ciples of reform indicated below need to
be taken into consideration:
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Renouncement of centrally-
planned management and supervision
system and introduction of different
decentralized forms (de-concentra-
tion, devolution, delegation of func-
tions, etc.) in the decision making
process, in the allocation of resourc-
es, service development, coordina-
tion, control and evaluation.

Global health policies and strate-
gies need to be maintained at a na-
tional level, while planning activities
and development of health system
should be implemented at the regional
level. The Ministry of Health will sup-
port the reform process of health care
through its network. At the same time
there should take place a gradual dis-
placement of hierarchical structures
on a horizontal line. This should en-
sure a diminution of the administra-
tive, formal relations in favour of
functional, cooperative relations, col-
laboration, association, coordination
or integration. The main tasks of the
Ministry should be:

- identification and prioritization of
major health problems in the country;

Box 5.3.2.

Architecture at the Level of Local Health Care

The strategy of health reform in Moldova foresees a deeper decen-
tralization of public health management. The primary role in deci-
sion making, development of medical institutions and medical care
delivery shall be at the regional level. Only global policies and strat-
egies regarding the development of public health will be at the na-
tional level of responsibility. The burden of planning, organizing
and implementing will fall on the respective local services. The new
architecture of health care at the regional level includes three ele-
ments: (i) regional hospitals with complex care, which will corre-
spond to the number of former districts merged in a county; (ii)

district hospitals and out-

patient clinics and (iii) ru-
ral preventive outpatient
clinics. In the case of Balti
county there are four com-
plex regional centers; 15 dis-
trict hospitals and 31 rural
outpatient clinics. Such a
network is more flexible and
facilitates access of the pop-
ulation to institutional med-
ical services.

Source: Studies of Ministry of Health
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- development of state long and mid-
dle-term programs of public sanita-
tion;

- monitoring of planning processes
in the sphere of health protection (a
human resource);

- development of annual reports re-
garding both the health status of the
population and medical services at
central and regional levels.

At the regional level it is advised
that the Public Health Service be set
up as an institution to ensure man-
agement of health protection at this
level and subordination of public au-
thorities. This institution would be
entitled to stimulate and oversee the
implementation of the legal frame-
work in the health protection area; to
monitor and evaluate health status and
its determining factors; to supervise
the sanitary-epidemiological situation
and to apply and adjust national
health programs; to evaluate medical
services; to carry out, within the Reg-
ulation, management of the of health
care system at the regional level.

The creation of from three to four
health aid ditricts in each county is pro-
posed. (That was the number of previous
districts now covered by a county.) The
aim would be to support the continuity
of the management process and to en-
sure access to medical services during the
territorial administrative reform. The
health districts created would coincide
with the territories of former districts now
within the jurisdiction of the county. Thus,
there could be from 3 to 5 sectors deliv-
ering complex care medical services per
county, which may continue to integrally
function and provide services to a popu-
lation of 60-100 thousand.

In conformity to the concept of health
protection reform, two independently fi-
nanced sectors are being put in place: that
is the outpatient sector delivering prima-
ry medical services and the hospital sec-
tor delivering specialized consulting serv-
ices. The primary sector includes the ma-
jority of institutions, which used to be-
long to the previous outpatient sector with
the exception of specialized services. The
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secondary sector includes all hospitals that
used to belong to districts.

Local health institutions will be fi-
nanced with resources from three sourc-
es: by the local and republican budgets
for the delivery of minimum state guar-
anteed services; by compulsory insurance
targeted to cover the basic package of
medical services and through resources
generated by paid services.

Thus, the strengthening of public
health becomes a priority for human se-
curity. Health status depends not on an
individual’s welfare alone, but also on the
economic achievement in general. That
is why restructuring of medical sector will
be included in the context of economic
reforms with the purpose of synchroniz-
ing its activities and effects. At the same
time, the role of all actors on the market
of medical services, which are the Gov-
ernment and patients, will change sub-
stantially. The government authorities will
assume responsibility for the promotion
of a free access of all citizens to medical
services, and ensure the equity and qual-
ity of delivered services. Individual per-
sons, in their turn, will become active
participants in ensuring their health sta-
tus. Health protection will be treated as
an economic good, which inevitably will
request an efficient allocation of finan-
cial resources and a rational approach in
respect to consumption of medical serv-
ices. Other measures are expected to trans-
fer public health from a wholly irrational
approach to the rational economic sphere.

Strengthening the security of public
health constitutes a complex and long-
term process. Its success depends in the
first place on the economic environment
in the country but also on the political
and social support of the community. That
is why promotion of transformations in
the medical support sphere are envisaged
to take place in the following sequence:

Short-term activities, which will
be focused on ensuring delivery of
basic medical services and avoidance
of the total collapse of the medical
sector;

Medium-term activities, which will
be oriented predominantly to deep-
en the restructuring of the medical
services sector.

5.4. Access to Education

The option of a good education is a
fundamental part of human development.
Access to education is an important com-
ponent of social and economic security.
A society must guarantee equal access to
education and must favour the constant
development of human capabilities. The
importance of knowledge and continu-
ing education in the social process and
especially in the formation of human cap-
ital is scientifically proven and accepted
worldwide. On a global scale, social de-
mand for education has a continuous in-
crease; therefore education becomes a
cultural issue in the hierarchy of social
priorities worldwide.

The State’s role in education is con-
firmed by law, and has fundamental pol-
icy objectives: that of ensuring equal
chances for education to all population
groups, of training in citizenship to re-
spect human rights and fundamental lib-
erties, of differentiating qualifications
adjusted to both current and future la-
bour market needs and one of fostering
individual openness in pupil development.

Statistically Moldovan literacy and
training are considered satisfactory. Accord-
ing to the last census (1989) the literacy
level of the adult population stands at 96.4%.
The training level of the population and
the enrolment rate at educational institu-
tions per corresponding age group is close
to that in the neighbouring countries. The
reserve of the secondary and higher educa-
tion is estimated at 70% of the adult popu-
lation. About four-fifths of the population
aged between 25-40 years has completed
secondary or higher education.

The main problem the educational sys-
tem encounters is the quality of education.
Experience shows that the level of prepar-
edness and the capacity of the population
to react promptly to new challenges imposed
by the transition to other models of organ-
isation and social behaviours are reduced.

In the Moldovan educational system
789.4 thousand pupils and students are
trained (1997-1998), which accounts for
73.4% school age population and one-
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Fig. 5.4.1.
Education system in the Republic of Moldova
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fifth of the overall population of the coun-
try. The institutional structure of the ed-
ucational system is in a process of refor-
mation, diversification and adjustment to
western standards. Compared to previ-
ous years, the gross enrolment rate regis-

Fig. 5.4.2.
Population per education levels
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tered a slight increase, although the total
number of pupils and students decreased
by 120 thousand.

Basic mandatory education compris-
es 9 years, including: 1 year preparatory
classes, 4 classes of primary school, 5 class-
es of gymnasium. The enrolment ratio
in the basic obligatory education in 1998-
1999 was 92%; and in the post-obligatory
education it was 45.5% out of the popu-
lation aged between 16 and 22. As of
September 1%, 1998 of children of eligi-
ble age (7-16 years) 4.7 thousand were
not enrolled in the educational process
(compared to 4.5 thousand in 1997), out
of which 80% were from rural areas.
Actually, compulsory school enrolment is
slipping out of control.

Secondary and higher education is
conducted in Romanian and the native
languages of national minorities. Foreign
languages are taught from the 2" grade.
In secondary education foreign languag-
es are studied in all the classes. At lyceu-
ms the learning of two foreign languages
is mandatory. Beginning with the 5%
grade, Russian is obligatory in all schools.

The pre-school educational system
comprises 40% of the overall contingent
of respective school-age children. The last
year of the pre-school education includes
mandatory preparation for school.

In the transition period pre-school ed-
ucation has been affected most of all as com-
pared to other stages of education. The
number of pre-school institutions has been
declining, as well as the number of educa-
tors and children enrolled therein (fig. 5.4.1).

During 1992-1998 , 29% of kinder-
gartens were liquidated; the number of
children involved in the educational proc-
ess fell by 41% and the number of teach-
ing staff decreased by about 43%.

The liquidation process of the kin-
dergartens affected mostly the rural area
(64% of children). It will aggravate the
discrepancy between rural and urban ar-
eas in terms of chances for children. In
the preparatory groups only 64% of the
respective age children are enrolled. The
other children cannot benefit from man-
datory pre-school education, which is stip-



TRANSITION and HUMAN SECURITY

ulated by law, compulsoriness in this case
being just declarative.

In the conditions of economic crisis,
the proper functioning of pre-school ed-
ucation becomes almost impossible. The
specifics of the organizational and func-
tional regime of the pre-school educa-
tional system requires increasing contri-
butions from parents in order to cover
kindergarten maintenance expenses, while
pauperization of the population limits
equal access of children to an adequate
education.

Mandatory primary education com-
prises 320.5 thousand pupils, with an en-
rolment rate of 96%. The pupil-teacher
ratio is on average 22. During 1992-1998
the number of pupils and that of teachers
rose by only 1%.

Secondary education includes:

general secondary education (gym-
nasium, lyceum, general secondary
school);

vocational secondary education.

In 1998-1999 in this country there
were 1549 schools, including:

107 separate primary schools,

631 gymnasiums,

625 general secondary schools,
143 lycee,

43 schools for children with hand-icaps.

Secondary education comprises 420.2
thousand pupils, of whom 92% are in
mandatory secondary education.

The degree of student coverage of the
respective ages in the general mandatory
education accounts for 89.4%, a declin-
ing indicating school-quitting.

At the general and gymnasium edu-
cation levels the pupil-teacher ratio is 17.

The lyceum education comprises 106.6
thousand pupils (1998,/1999) or about 19%
of the gymnasium graduates. Most of lycee
(70%) are placed in municipalities and
towns. Due to economic reasons, the
access to lyceum education for the gen-
eral school leavers from the rural area is
very limited. This phenomenon represents
an obvious form of social inequality,
which aggravates year by year.

Fig. 5.4.3.
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There are two parallel functioning net-
works — the lyceum (10-12th grades) and
the general secondary school (10-11th
grades), which negatively impacts the en-
tire educational system. Concrete meas-
ures are being undertaken in order to mod-
ernize the educational system, lycee hav-
ing been given priority. Thus, in 1998 there
were opened 66 lycee and 200 lyceum class-
es. Compared to 1997 the share of pupils
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Fig. 5.4.5.

Number of pupils studying in the second shift
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attending lycee to the total number of pu-
pils doubled, amounting to 16%.

Secondary vocational education is con-
ducted in vocational and professional
schools. In the 52 schools of that catego-
ry, in 1998-1999 there were enrolled 26.3
thousand pupils, or 18% of those enrolled
in the vocational education.

The proper organization of profes-
sional secondary education will continue
to be a problem for years to come. The
concept of professional secondary edu-
cation, developed during 1993-1995, en-
visioned transforming the former techni-
cal-professional schools into polyvalent
vocational schools. These schools, struc-
tured by 3 stages, need to provide for pro-
fessional preparedness and simultaneous
lyceum general education. The experience
demonstrates that most pupils cannot
master both programs simultaneously.
Therefore the concept is now being re-
vised and secondary and vocational edu-
cation systems are being adapted to actu-
al and prospective requirements of the
labour market.

Higher education (both public and
private) comprises 102.4 thousand stu-
dents (1998-1999) enrolled at 56 colleges
and 38 universities. There are 2806 stu-
dents per 100.000 inhabitants, of them
2332 students in public education. In
university education, the student-teacher
ratio is 14:1. Higher education enrollment
in 1998 accounted for 42.2% of the pop-
ulation aged between 19-22 and for

Fig. 5.4.6.
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26.4% of the respective year secondary
education graduates. (By comparison, in
1998 this indicator was 69% for the USA,
51% for Japan; in France it increased
from 36% to 50% between 1988-92). The
level of access to higher education in the
Republic of Moldova compared to previ-
ous years grew, especially in the private
institutions. In 1998 the number of stu-
dents was 23% higher than in 1992.

Problems in education financing

In various countries, depending on
their historical, economic and social back-
ground, there are various mechanisms of
financing the education. All countries
require a certain level of mandatory edu-
cation, despite that being available
through a large variety of sources, mech-
anisms and forms of financing. The Re-
public of Moldova, as a country in tran-
sition, encounters very many difficulties
as regards proper financing of education.
It also takes into account the imperative
of making the investments more efficient.

Public allocations are far less than
needed, and the degree of the popula-
tion’s pauperization does not allow for
any official set of instruments for par-
ents’ cost sharing in covering the deficit,
although unofficial attempts are made. In
consequence, schools are deteriorating
and new buildings are not built. Suffice
it to say that at present the budget covers
only 40% of the current costs of the edu-
cation sector. The share of capital invest-
ments in the overall amount of public costs
during the last 5 years (1994-1999) did
not exceed 4%.

The amount of public spending on
education in 1998 was less than in 1996
and 1997 by respectively 17% and 27%.
The share of spending in 1998 accounted
for 7.5% of the GDP and 21.7% of the
state budget, which is more than in other
countries. Yet, calculated by volume of
spending per student it amounts to only
752 lei per annum (about 70 US$ or 300
USS$ according to PPC), this volume be-
ing much less than the real requirements
of the educational sector.

The material base of most schools
continues to deteriorate. In 1998-1999
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half of the schools required capital re-
pairing (in 1997-1998 one third); 7% of
schools were in a state of emergency. A
lack of allocations resulted in the liqui-
dation of extra-curricular institutions —
technical creativity houses, institutions for
young technicians, naturalists, tourists,
and so on. In the past 6 years, one-third
of libraries for children closed.

A compensating alternative of the fi-
nancial deficit in the education system is
to set up a legally based private sector. In
order to insure the functioning and de-
velopment of this sector, a series of nor-
mative acts and regulations on the crite-
ria and mechanisms for certifying educa-
tional institutions have been elaborated.

Currently there are 163 private edu-
cational institutions that are active at all
educational levels in this republic:

e 27 universities, of them 10 under
the state universities,

e 9 colleges,

e 2 gymnasiums,

11 lyceums,

e 2 general secondary schools,
e 3 primary schools,

® 5 vocational schools,
°

101 training courses for adults and
pupils.

One of the main problems is supply-
ing schools with textbooks. At present,
budgetary assistance for teaching purposes
is sufficient only for grades one and two.
In grades 3-9, budgetary assistance is at
the level of 30-40%. Funds for school
libraries have long since been withdrawn
from their authorization. The shortage of
funds has necessitated exchanging texts
through specialized stores that are con-
trolled by the Ministry of Education and
Science. A system of book leasing is be-
ing implemented.

In 1997-1998 the pre-university edu-
cational institutions, as well as some col-
leges and universities were provided with
up-to-date computers (885 classrooms —
about 10000 study places), which creates
favourable conditions for implementing
the new informational and didactic tech-

nologies. Unfortunately, at present this
equipment is used only at 25-35% of its
possibility.

Because of a lack of classrooms, every
tenth pupil attends school in the second
shift. Due to funds, the problem of teach-
ing staff improvement is still unsettled,
particularly in the rural area. And be-
cause of small salaries and arrears the staff
is required to find other sources of sub-
sistence (farming, services, etc.). Addition-
ally, a new mechanism for in-service train-
ing of the teaching staff is needed.

Due to small salaries (average 200 lei)
and accruing salary arrears, there are 2200
teaching vacancies in secondary educa-
tion at present (March 1999). Of those,
vacancies among foreign language teach-
ers account for 40%. There are 4800
teachers carrying 1.5 teaching loads and
more, and some teaching positions are
filled by pensioners. In the schools “staff
aging” is taking place, which has a nega-
tive impact on the quality of education.
Young specialists, university graduates, do
not reach schools in compliance with their
assignment. For example, in 1998 of the
2.7 thousand university graduates with
pedagogical training, only two thousand
were assigned to schools, and of those
only 31% reached the destination.

The private educationl system (pri-
mary schools, general secondary schools,
gymnasiums, lycee) enrolls only 0.4% of
schoolchildren, the tuition being between
1-4 thousand lei per annum.

Higher education (third level), which
was particularly affected by privatization,
includes 17% of students and continues
to expand. The share of students paying
tuition on a contractual basis increases
yearly in vocational education and in state
institutions of higher education. In the
academic year 1998-1999 students learn-
ing on a contractual basis were as fol-
lows: 4% of vocational students (annual
tuition 0.25-2.3 thousand lei), 33% col-
lege students (annual tuition 0.9-2.5 thou-
sand lei), and over 50% university stu-
dents (annual tuition 1.3-4 thousand lei.).
Budgetary stipends were received by 65%
of state vocational schools students (41.5
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lei on average), 41% of state college day
students, (44 lei on average), 43% uni-
versity students (56 lei on average.)

From the above it is obvious that in
the current conditions of mass poverty, a
drastic reduction of state financing of
education, and privatization accompa-
nied by increasing tuition, equality of
access to education and chances for a
sustainable development are seriously af-
fected.

In view of its importance, a real guar-
antee of equal access to education is as
important as the right decision regarding
consolidation of social security and sus-
tainable human development. In this re-
gard, the institutionalization of new mech-
anisms for financing the educational sys-
tem is quite opportune. It would ensure:

e diversification of financing sources;

e separation of expenses for educa-
tional purposes from those of social
protection of students;

e  differentiation of beneficiaries
contributions by their income levels;

e establishment of a medium and
long term credit fund for university
studies.

Education System Reform

Stages of the reform undertaken in the
educational system of the Republic of
Moldova were imposed by the necessity
to adapt it to the imminent requirements
of the society: elimination of political doc-
trines, of excessive centralism, of paramil-
itary training. The curriculum, didactic
technologies and textbooks are under per-
manent modernization; new institutional
structures have been created; professional
training and educational management are
continuously being developed. The deep-
ening of social and economic reforms in
the Republicand that synchronization with
European tendencies facilitates a coher-
ent, overall reform of the educational sys-
tem, with a change in the paradigm and
logic of it’s organization.

Key issues of the education system
reform are:

° the role of the state within the
educational system;

e the relationship between educa-
tion and the labour market;

° establishment of the financing
system;

e  monitoring the efficiency of the
educational system overall.

The state gradually gives up its mo-
nopoly on the organization, financing and
evaluation of education, but at the same
time defines the priority zones of educa-
tion, and establishes in the context of ter-
ritorial-administrative reform the respon-
sibilities and competencies for each level
of educational management, both verti-
cally and horizontally.

The promotion of non-public edu-
cation, the establishment of conditions
for tripartite collaboration in defining
occupational standards, private sector
participation in the financing and opera-
tion of vocational education, anad the
attraction of new sources of financing
become imperative.

The concept of education development
in the Republic of Moldova and the Law of
Education, as well as other normative acts
and programs of reform designed by the
Ministry of Education and Science and
which define educational policy, deter-
mine a range of priorities of education
system reform, oriented towards the stra-
tegic objectives of sustainable human de-
velopment:

e assurance of quality of education-
al standards in obligatory education;

e actualization and modernization of
the content of education: plans, pro-
grams, textbooks, materials, accesso-
ries for all the profiles and disciplines
of education;

e reform of the system of examina-
tion and evaluation,;

e restructuring of the system of train-
ing and development of faculty;

e climination of a monopoly in the
elaboration and editing of school text-
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books and establishment of a new
market for them,;

e restructuring of the secondary vo-
cational education, gradual elimina-
tion of narrow specializations, imple-
mentation of key abilities/skills, as-
surance of a common base for gen-
eral education grounded on the “op-
erational family”;

e cstablishment and maintenance of
a system of evaluation and accredita-
tion of public and private education-
al institutions;

e development and diversification of
sources of financing of education;

e reform of higher education, with
ensured quality standards for initial
training, research, status of faculty
and auxiliary staff, of autonomy rela-
tionships (public and private educa-
tion), of administrative and manage-
ment mechanisms, of evaluation and
accreditation of institutions, etc.

e progressive decentralization of
managerial, administrative, financial
mechanisms of educational institu-
tions through the delegation of com-
petences to local authorities.

In order to ensure the educational
objectives in the managerial and finan-
cial context, and taking into account the
adjustment of general and vocational ed-
ucation to international standards, to
strategies and requirements of national
and local economies, the state should
make an adequate redistribution in the
composition and responsibilities of pub-
lic authorities at all levels (national, ju-
dets, local).

In devising a strategy of development
and reform for the educational system, the
Republic of Moldova benefited from a fi-
nancial support from the World Bank, Eu-
ropean Foundation for Professional Train-
ing, UNICEF and Soros Foundation.

The most important ongoing projects are:

PETI (Program of Temporary Individu-
alized Training), implemented through
UNICEF — Republic of Moldova Coop-

eration Program. It is designed for the pre-
school education and is halfway realized.

“General Education Reform in Moldo-
va”, co-financed by the World Bank and
designed for the first stage of general ob-
ligatory education reform (1%-10™ grades).
The major objective of that project is the
improvement of education, its adaptation
to the requirements of the new social, po-
litical, economical environment, through
the modernization of the curricula, elabo-
ration of new textbooks, school supplies,
training, elaboration and implementation
of new academic technologies and crea-
tion of a modern system of evaluation of
results of the process of studying.

“Assistance in the reform of the system
of instruction and professional training”,
supported by TACIS for the development
of a modern general and vocational edu-
cation system, adequate to the transition
period. Technical assistance is ensured
by TACIS, and the major objective is the
promotion of actions and capabilities for
the reforming of vocational instruction
and training. The project will contribute
to the establishment of a human capital
base and, hence, to the dynamism of the
labor market. The specific objectives of
the project are: elaboration and partial
implementation of a strategic program for
professional training and educational pol-
icy; active involvement of the most im-
portant institutional, economic and so-
cial players in the process of evaluation
of functional requirements, work and
training places, revision and efficiency
increase of the process of elaboration of
curriculum.

TEMPUS, launched in the Republic of
Moldova in 1994, is designed for the high
education reform. Both state and private
institutions benefited from this program:
Moldova State University, State Univer-
sity “Alecu Russo” — Balti, Technical
University of Moldova, Pedagogical Uni-
versity “lon Creanga”, Free Internation-
al University of Moldova, University of
Humanitarian Studies. In 1998 there were
running six projects.

In 1999 10 new projects will be
launched. Priorities are: university man-
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agement, European studies, European and
international law, diplomacy, applied eco-
nomics (agriculture, processing industry,
tourism, etc.)

A series of projects supported by di-
verse international organizations are deal-
ing with education-specific problems as:
social protection of children, education
of gifted pupils, education of children with
handicaps, and so on. This refers to a
contingent of 3-4% of children of rele-
vant age. Other projects are concerned
with some particular or local aspects of
educational management.

All these projects are useful and con-
tribute to the authentic democratization
of the educational system, which should
be transformed into an environment for
personality development of children,
youth and adults.

Conclusions

In the context of the existing situation
and of tendencies in the development of the
national economy, and with the need to syn-
chronize with developing European stand-
ards, the educational system of the Repub-
lic of Moldova has to make efforts in order
to meet the requirements it faces. The na-
tional priority in education, confirmed by
law, is to implement solutions to problems
at all levels of competence and with a sense
of social responsibility. The educational es-
tablishment as well bears responsibility to
integrate with actual stage in the society in
general and in the economy in particular.
This could be achieved through the creation
of efficient mechanisms of participatory ed-
ucation, in which everyone is accountable
for his area of endeavor.

Special attention is needed to resolve
the diversification of financial sources; to
separate expenses intended for academic
and social protection of the students; to
differentiate beneficiaries of funds accord-
ing to income levels; to establish a medi-
um and long-term credit fund for higher
education scholarships; and others.

5.5. Cultural Environment

The cultural environment represents
an ensemble of cultural conditions and

facts that constitute a spiritual milieu with-
in which human activity develops. The
broad sense accorded a modern defini-
tion of culture, such as “integrating for-
mula of people’s life,” encompasses all
aspects of human development. Political
and civil culture, consumption and mor-
al culture, ecological culture — these and
other categories characterize different as-
pects of the cultural ensemble of a given
community.

In a traditional way, the cultural en-
vironment in the Republic of Moldova
has been built up in the context of a
number of factors:

e The ethnic heterogeneity of the
society;

e The impact of foreign influence
(Turkish, Greek, and Slavic) over sev-
eral centuries;

e A high degree of ideological in-
culcation in the twentieth century;

e The high percentage of rural pop-
ulation, a fact that determined a cer-
tain mentality of people.

Changes that took place during the
transition period from a centrally planned
economy to the market economy have
brought about modifications in the struc-
ture of the society. On the one hand, ac-
cess to cultural goods has diminished; on
the other, modifications in the consump-
tion of cultural values have occurred due
to differing social placement of groups
within the population.

One should take into consideration
three aspects when assessing the cultural
environment in the Republic of Moldova:

1) The eucation level, which deter-
mines cultural needs;

2) Economic conditions which deter-
mine accessibility to cultural goods;

3) Leisure time.

The legal framework of the Republic
of Moldova is in the process of develop-
ment. In 1997 the Ministry of Culture
worked out the draft of the Law on Cul-
ture, which sets up basic principles of the
state cultural policy. After having been
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considered and approved by the Govern-
ment, in 1998 the draft was submitted to
Parliament for debates. With the approv-
al of this fundamental law legal activity
in the cultural sphere may become more
dynamic. The Law on Culture may serve
as a support for further development of a
set of legal norms for this sector. In 1997
through 1998 drafts of other laws were
worked out with the involvement of the
Ministry of Culture. These are the “Law
on Folk Crafts” and the “Law on Pub-
lishing” which are currently under con-
sideration. Establishing priority objec-
tives in this area, the State program “De-
velopment and Protection of Culture in
1997 - 1998” established a range of ac-
tions to help secure Moldova’s cultural
inheritance. It also indicated tentative
directions for future development.

For an analysis of the economic situa-
tion in the cultural domain, it would be
necessary to consider the following ele-
ments and their link to financing: invest-
ments in culture; the degree of accessibil-
ity to cultural goods; the cultural supply of
material goods; and indices regarding the
operation of cultural institutions.

In the current conditions of econom-
ic crisis, allocations from the state budget
designated for culture are diminishing with
every other year. In 1998, 20.3m lei were
allocated for the system headed by the
Ministry of Culture, which constitutes 77%
of the envisaged amount (26.4m lei) and
35-38 % of the necessary amount (58.2m
lei). Thus the cultural sphere faces perma-
nent penury of financial resources.

Budget deficiencies require that cul-
tural institutions look for alternative finan-
cial sources (fees for service delivery, teach-
ing courses delivered to artistic institutions
based on contract arrangements, lease of
available office space). In 1998 a certain
progress regarding diversification of finan-
cial resources of cultural institutions was
achieved. These institutions were success-
fully transferred from financing exclusive-
ly through the budget to a mixed type of
financing. Lei 1.5 thousand was required
from extra-budgetary resources (157.5
thousand lei more than in 1997) and that

was augmented by lei 3.8 thousand con-
tributed by local sponsors.

Diminution of the state’s role in sub-
sidizing culture is expected to bring about
a more substantial contribution of spon-
sors and public and private foundations,
including international ones. It is impor-
tant that private institutions, whenever
they have accumulated the necessary cap-
ital, be ready to assume a share of re-
sponsibility for the social and cultural
sphere. (At this time the private initia-
tive in culture is present only in book
printing and show business activities).

Promotion of the development of cul-
tural activities through sponsoring institu-
tions is only in its beginning phase. Public
foundations have been created and have
decided to ensure support primarily to young
talents. Thus, they extend scholarships, grants
for studies abroad, for participation at festi-
vals, contests, exhibitions and the organiza-
tion of concerts and performances.

However, the precarious financial sit-
uation in the country does not permit an

Box 5.5.1

Globalization and culture

Culture, community and human security are intertwined — but

are too often undermined by the invasions of globalization. The
World Commission on Culture and Development recognized the
broad principle of protecting cultural diversity while encouraging
cultural exchange. Balancing the two is difficult and controversial
— but countries wishing to protect their cultural heritage need to be
permitted to do so....

Globalization opens people’s lives to culture and all its creativity
— and to the flow of ideas and knowledge. But the new culture
carried by expanding global markets is disquieting. As Mahatma
Gandhi expressed so eloquently earlier in the century, “I do not
want my house to be walled in on all sides and my windows to be
stuffed. I want the cultures of all the lands to be blown about my
house as freely as possible. But I refuse to be blown off my feet by
any.” Today’s flow of culture is unbalanced, heavily weighed in one
direction, from rich countries to poor.

Such onslaughts of foreign culture can put cultural diversity at
risk, and make people fear losing their cultural identity. What is
needed is support to indigenous and national cultures — to let them
flourish alongside foreign cultures.

Source: Human Development Report 1999, pp. 4, 103
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optimistic forecast regarding continuity
of financial support from sponsoring and
tutoring activities.

A substantial reduction of budgetary
allocations for culture results in a reduc-
tion of the number of cultural institutions
and personnel in them and, ultimately,
lead to a drop of the general culture level
in the society.

Insufficient budgetary resources impede
the proper operation of state cultural insti-
tutions. In view of such circumstances,
operation of such institutions is often re-
oriented to produce a commercial profit.
This affects the cultural potential of the
country. The sacking of personnel, espe-
cially of active, creative experts whose train-
ing is extremely costly is sure to lead to
disqualification. The result of a situation in
which there is reduced access to cultural
goods and in which there is a degradation
of cultural objects is the decrease of the
role of culture in the life of society. The
extremely low monthly salary of 178 lei in
cultural activities, compared to 252 lei av-
erage salary for the country ($38 before
august 1998 and $20.5 as per the end of the
year), is not enough to even cover the sub-
sistence minimum. People are forced to
look for additional earnings and, thus, the
most potential consumers of cultural goods
are in a situation in which it is impossible

Table 5.5.1

1990 1998
Musical schools, applied arts schools,
general artistic schools: total units 138 118
Out of which located in Chisinau 7 10
Total number of pupils 31,519 19,905
Out of which in Chisinau 4,133 4,186
Teachers in musical schools and
applied arts schools:
total persons 2,713 2,131
Out of which in Chisinau 406 502
Musical and applied arts
boarding lycees: total units 3 3
Pupils, total 692 900
Teachers, total persons 230 290
Source: Ministry of Culture data
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for them to benefit from leisure time, this
being one indispensable condition for the
consumption of cultural goods.

At the beginning of the ‘nineties the
Republic of Moldova had a developed
cultural infrastructure, which included the
following:

A network of general and special
institutions for arts education;

An education network of special-
ists with a wide range of cultural pro-
fessions;

A network of performance institu-
tions;

A network of museums, museum
groups and exhibition halls;

A developed library network;

A publication industry for books
and for the dissemination of printed
material;

A network of local cultural institu-
tions (houses of culture);

A trade union system of cultural
institutions;

A film-making industry and system
of film promotion.

Arts education in the Republic of
Moldova was always accessible to numer-
ous levels of society, offering a great
number of types and forms of artistic ed-
ucation. There were: seven-year schools
of the arts, studios, centres for children’s
creative development, circles for extra-
curricular artistic studies, five-year schools
for adults and special schools like board-
ing schools, colleges, higher education
institutions for artistic studies. According
to statistical data, the size of state budget
allocations targeted to artistic education
continues to decrease, the segment oc-
cupied by culture is shrinking and is ex-
periencing an obvious degradation.

Data indicate a 63.2% decrease in the
total number of pupils in the country’s
applied arts schools in 1998 compared to
1990. Only in Chisinau is the situation
better. In 1998, 3% of the total number
of 650.7 thousand pupils attended applied
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arts schools, compared to 4.2% out of the
total number of 743.5 thousand pupils in
1990. The number of pupils in the only
boarding-lyceum for choreography is 170.

The network of regional cultural insti-
tutions under the Ministry of Culture in
1998 included 1258 institutions. Tradi-
tionally, the cultural centres in villages
were attractive institutions; they includ-
ed libraries, theatre and concert centres,
amateur artistic groups, extracurricular
creative development circles, and associ-
ations for makers of folkcrafts. They con-
tributed to the formation of the cultural
milieu in rural society and to the main-
tanance of a certain level of culture. The
operation of all these institutions was,
however, affected by the economic crisis.
In 1998 only 44% of the assets of cultural
institutions were considered to be in sat-
isfactory condition. Unable to procure
musical instruments and costumes, to re-
place the obsolete audio and movie equip-
ment, the cultural institutions in villages
experience a difficult situation which af-
fects the quality of services in the rural
area. In 1998 the retreat of specialists from
the cultural sphere continued. Thus, 233
specialists quit their jobs during that year.

New forms of cultural financing in
the regions are still insufficiently devel-
oped. While the share of the rural popu-
lation is 54%, the amount of revenue gen-
erated by the delivery of cultural services
for fees and through the lease of available
spaces represented in 1998 only 864.0
thousand lei or, in average, 686.7 lei per
each institution. Local sponsors preferred
to support the participation of artistic
amateur groups to different international
festivals (61 participants) and to invest
less in activities aimed at the develop-
ment of material cultural resources. Al-
though there are a number of positive
tendencies in the cultural life in villages,
nevertheless the number of musical
groups, of choreographic and theatrical
groups has decreased. Thus, out of 4508
artistic groups registered in 1997, by the
end of 1998 their number had dropped
to 4048 (89.8%). With the aim of revital-
izing the centres of culture and main-

taining cultural activities in the regions,
the State program “Development and
Protection of Culture and Arts in the
Republic of Moldova” foresees a decen-
tralization of functions and a delimita-
tion of functions between central and lo-
cal public authorities.

Local cultural programs were put in
place in accordance with ethno-cultural
and social-economic specifics of the area.

The network of public libraries has 1528
branches (excepting school libraries and
scientific libraries in universities, other
profile institutions, and others), with 20.5
million books. In spite of some unfavour-
able conditions (deplorable state of build-
ings, cuts of electricity, heating, and tele-
phone, lack of funds for completing the
archive, salary arrears), 1998 for the first
time showed an improvement in the per-
formance indicators of these institutions.

The number of libraries continues to
decrease (by 7 units in 1998), as do the
specialists in this field (during the year
personnel of libraries was reduced by 55
units. At the same time 25% out of the
total number of 2707 jobs in this area work
in a temporary capacity. However, there
was a 11.1 thousand increase in the
number of book users in 1998 and an in-
crease in indicators regarding reading
performance and the circulation of book
stocks (429.5 thousand copies more). This
fact indicates not only a certain revitali-
zation in interest in books but also points
to a restructuring of library activities,
which have managed to become attrac-
tive to readers. The primary future objec-
tive of libraries will be their orientation
to information. The 1998-2000 program
for library development adopted by the
Government, as well as the program re-
garding the conservation and restructur-
ing of the country’s printed heritage
“Moldova’s Memory” and the Govern-
ment’s resolution on their legal storage
are measures undertaken for the resolu-
tion of library problems and the improve-
ment of their operation nationally.

The network of performing institutions
includes 13 professional theatres (includ-
ing three municipal theatres) and 6 con-
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cert halls (including the National Phil-
harmonic Society, the Organ Hall and the
State Circus) which have been preserved
intact. Allocations from the state budget
for performing institutions constitute 40.3%
of expenditures and are used for payment
of utilities and salaries. New productions
of theatrical shows are managed through
sponsorship and private resources. As a
rule, all show halls are non-profit institu-
tions. Ticket prices, in the main, remain
unacceptably high for the general popula-
tion. An eventual reduction of expendi-
tures for utility payments through techni-
cal renovations to buildings requires addi-
tional resources. The possibility of devel-
oping a commercially profitable activity
still remains low due to an unfavourable
fiscal system. Thus, in conditions in which
theaters have permanent arrears, they rely
on sponsors in order to maintain their
activities and give performances for the
theatre-going public.

In 1997-1998 a short-term program
was implemented to support and promote
national dramatic art. It included organ-
izing the Dramatic Workshop and the
National Dramatic Contest, as well as pro-
ducing and printing of winning plays and
finally producing of the National Theatri-
cal Festival. Unfortunately, theatres in the
Republic of Moldova represent, exclusive-
ly, a part of urban cultural life. Touring in
the country has been practicallystopped
due to the fact that both artistic groups
and local administrative bodies have no
available resources to meet the cultural
needs of the rural population.

Moldova has always been well known
for its rich musical traditions, both those
linked to popular music, and also those
linked to professional music traditions.
Although they enjoy remarkable interna-
tional recognition, the National Opera
and Ballet Theatre, musical groups, in-

Table 5.5.2

1997 1998
Number of first night shows 33 27
Number of spectators 1548 1442

Source: Ministry of Culture data
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cluding two symphonic orchestra and one
chamber orchestra, two cappella choirs,
and numerous popular music artistic
groups (e.g., ‘Lautarii’, ‘Fluieras’, the
popular dance group‘Joc’) all face con-
siderable financial problems. The only
possibility for them to cope is by touring
in other countries.

Museums and architectural and histori-
cal places located over the entire territory of
the Republic of Moldova represent the cul-
tural memory of the community, and, dat-
ing to the Neolithic period, reflect a large
part of its history and civilization. Due to
a lack of budgetary allocations, restoration
monuments was halted as early as 1994. Thus
not much has been done for the protection
of the cultural heritage of the country’s mon-
uments and historical sites. Works have been
suspended on the State program “Orhei,
Medieval Town” (estimated budget 15 thou-
sand lei), and “Monastery Capriana“(20
thousand lei). Such historic and architec-
tural museums as National Museum of Ap-
plied Arts (estimated budget 15 thousand
lei) and Mother of Christ Church from
Causeni (2 thousand lei) are in grave situa-
tions. In conditions in which museums do
not have enough resources to procurement
new exhibits, attempts have been made and
are still made to extract unique archaeolog-
ical and artistic pieces from the country.

Cultural shows (festivals and exhibi-
tions) at national and international levels
have become an important component
of the artistic milieu of the country, ani-
mated in 1998 by multiple cultural events.
Museums inaugurated 315 exhibitions
dedicated to different Moldovan and other
countries’ historical and cultural events.
In spite of precarious social and economic
conditions, such cultural events like
“Martisor International Musical Festival”
(the 31%), International Opera and Ballet
Festival with the name “Maria Biesu in-
vites” (the 9th), “Days of New Music”
festival (the 8th) have been resumed. They
confirm the high level of professional
music in the Republic of Moldova. Also
traditional folk festivals like “Home of
Hora Dances’”, “At the Sheepfold”,
“Alunelul Dance”, “White Water Lily”,
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Mesterul Manole”, Rapsozii”, “Big Hora
Dance”, etc. were held, a fact that shows
the effectiveness of involving regional
cultural institutions in the maintenance
and revival of traditional forms of artistic
culture. The exhibition-contests “Spring
Salon” and “Autumn Salon” with the
participation of plastic artists from Moldo-
va and Romania have also become a reg-
ular element in the artistic scenery of the
country.

Development of the cultural industry
in the Republic of Moldova is considera-
bly delayed compared with that in other
European countries. This is also true of
the music industry which, so far, does not
parallel the dynamic process of cultural
services in the European market.

Book printing has become a preferred
area of private business. In 1998, state
publishing houses published only 4% of
the books (44 out of 1096). Privatization
of the book dissemination system has led
to a change in profile of the majority of
libraries, especially the ones located in
the rural areas. Trade, however, is still
rather critical and very often takes an el-
ementary street trade form.

The stagnation of film making and the
film promotion industry, which started to
decline as early as the beginning of the
‘nineties, has occurred due to the lack of
any allocation from the state and also to
a lack of investments by businessmen. The
latter are not inclined to place their money
in an area, which, similar to the entire
cultural industry, has not become part of
the market economy. The first victims of
privatization have been the cinema hous-
es. Their profile has changed and they
have become institutions with a complete-
ly different purpose than film projection.
It is difficult to find a way out of the
bottleneck due to the general economic
crisis and also due to the absence of an
encouraging legal framework and a fa-
vourable fiscal policy.

Folk arts and crafts represent a cul-
tural expression of the fundamental eth-
nic values of the Moldovan nation and
they contribute to the maintenance and
confirmation of its national identity. Thus

in a period of cultural crisis as a conse-
quence of social and economic transfor-
mation, their revitalization and develop-
ment acquires a special importance. Al-
though valued, products made by crafts-
men like knitting with vegetal fibres, em-
broidery, artistic weaving and ceramics
have no market inside the country be-
cause of the low purchasing power of the
population. At the same time one can say
that the cultural level of material life, both
urban and rural, is maintained at a de-
cent level. This level of culture, which
needs protection and supportive action
by the state, rather than budgetary injec-
tions, can become an important part of
small business.

Conclusions. The sphere of culture,
severely affected by the transition period,
still depends on public financing. Due
to state subsidies before this decade, it
survived and maintained its structure and
quality. All losses were mainly to the
material basis of culture. At present, cul-
tural institutions have found themselves
in conditions that require them to restruc-
ture their activities while they remain
operating. The reforms, to some extent
delayed in the country’s cultural life,
forced by the drastic decrease of alloca-
tions from the state and now being un-
dertaken in precarious economic condi-
tions, have caused a reorientation of cul-
tural institutions to extra-budgetary fi-
nancing. In parallel, the legal framework
of the cultural sector has also been sub-
ject to reforms.

The short-term, primary objective of
the cultural establishment would be the
creation of optimal conditions for the
maintenance of the cultural milieu. At
that point of stabilization, the cultural
sphere would continue to contribute to
both the development of cultural life and
also to the general economic progress of
the country. The Republic of Moldova
has the necessary potential to achieve this
objective: a traditionally high level of cul-
ture, preserved in general at required lev-
els, and also a rather high level of educa-
tion, cultural appreciation and inven-
tiveness within the society.
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5.6. Food Security

The problem of food security is af-
fected by all sorts of social and eco-
nomic problems, by the situation in the
agricultural sector and food market, and
also by external economic factors. Thus
the solution to the problem of food se-
curity affects the economic, political,
and social spheres of the state. In fact,
there is here a convergence of many
directions of economic reforms, eco-
nomic security and human develop-
ment.

At the Rome 1996 world summit
for food problems, the main criteria for
possible remedies were outlined with
application at the world, regional and
national levels. The basic assumption
which underlay discussion was that glo-
bal food security is determined by the
balance between world production and
world consumption of food, i.e., by the
balance between supply and demand,
realized in functioning national, region-
al and world food markets.

National food security is related, as
a rule, to the concept of self-sufficien-
cy regarding main foodstuffs, and is seen
as an important element in a country’s
economic security. Naturally, it may
concern only those countries that have
a satisfactory agricultural potential and
are able to maintain supplies through
the establishment of suitable economic
conditions. National food security takes
into consideration the following inte-
gral elements:

A determination of the country’s
level of self-sufficiency in supplies
of foods and of indispensable im-
ports;

The institution of some economic
policy measures in support of do-
mestic agriculture, including against
competition. These measures may
be systematic or emergency in na-

ture if conditions of large foreign
trade imbalances exist. The support
of domestic agriculture occurs for
several reasons: to ensure food se-
curity and independence as impor-
tant elements of state sovereignty,
to support the foreign trade bal-
ance and the balance of payments,
and to maintain agricultural em-
ployment;

The establishment of a system of
temporary and permanent stocks of
products, especially of grain. These
reserves are used for price regula-
tion, supply intervention inside the
country and mitigation of produc-
tion fluctuations as well as for sta-
bilization of foreign trade.

Food security at the level of social
groups, families and individuals. The
point of establishing a secure supply of
foodstuffs is to ensure access of social
groups, families and individuals to food-
stuffs. At this level, the notion of food
security moves from the sphere of pol-
itics and economy towards the sphere
of social and moral criteria because it
is concerned with human existence and
the liquidation and prevention of hun-
ger and malnutrition.

Since the early ‘nineties there has
been an essential decline in the agri-
cultural potential of the countries in
Central and Eastern Europe, including
Moldova, where the level of produc-
tion of agricultural products has
dropped by more than 40%. In fact,
the world foodstuffs situation is under-
mined by this region which has a con-
siderable import market. These
countries remind at a certain degree the
model of development of the countries
of the third world.

Food provision has worsened con-
siderably in a majority of these coun-
tries. The decline of living standards has
led to an increased expenditure for food
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Table 5.6.1.

Production of the Main Agricultural Foodstuffs

on Average per Capita in the Republic of Moldova, kg

1990 1994 1995 1996 1997 1998
Cereals and vegetable grains 581 438 663 506 870 684
Sugar-beet (industrial) 544 390 532 502 479 398
Sunflower 58 37 56 77 48 55
Potatoes 68 117 106 95 107 102
Vegetables 270 127 135 89 97 137
Fruits 206 169 147 145 259 101
Grapes 215 175 236 213 82 94
Meat 84 36 33 32 31 28
Milk 346 226 211 189 169 167
Eggs (pieces) 259 116 132 146 140 148
Source: DSAS (1990 — entire republic, 1994-1998 — without Transnistria)
in the family budget. However, the economies is aggravated by the fact that
average consumption of calories per it is not compensated by social mainte-
capita has dropped. Thus, even with the nance. This situation is considered rel-
mobilization of family budgets for ac- atively temporary by the FAO: a re-
quiring foodstuffs, food consumption covery is expected after passing through
levels are dropping (see tables 5.6.1 and the lowest level of production and con-
5.6.2). sumption. According to predictions, the
In crisis conditions and while re- region of Central and Eastern Europe
structuring the agricultural sector in will reach the previous level of food
Moldova, the production and deliver- sufficiency by 2010.
ies of food have fallen in the domestic The reduction of per capita agri-
market. cultural production in Moldova has
According to the FAO, food suffi- considerably limited foodstuffs suffi-
ciency in countries with transitional ciency. It emphasizes the difficulty the
Tabelul 5.6.2
Food Consumption per Capita in Moldova
Products 1990 1994 1995 1996 1997 1998
Meat and meat products (kg) 58 30 23 25 25 23
Milk and dairy products (kg) 303 163 165 161 154 148
Eggs (pcs.) 203 100 107 116 121 114
Fish and products of fish (kg) 12,0 1,4 2 3,5 3 2,2
Sugar (kg) 48,9 22,3 21 22,5 18 15,6
oil (1) 14,1 8,0 8 8,2 6,5 6,2
Potatoes (kg) 69 84 68 71 69 64
Vegetables (kg) 112 78 86 65 70 74
Fruits, berries and grapes (kg) 79 68 60 59 80 54
Grains 171 139 135 127 127 129

(bread, macaroni, flour, cereals) (kg)

Source: Statistical Yearbook of the Republic of Moldova, 1997. Data for 1998 from CISR calculations
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majority of population has obtaining
enough food. In 1997-1998 this ten-
dency became considerably more acute.

The structure and quality of nutri-
tion has changed. The consumption of
products of animal origin has largely
decreased (meat, milk, eggs). This ag-
gravates the quality of nutrition. The
FAO has worked out several criteria for
determining the low level of consump-
tion. If consumption per capita falls
lower than this level, the country as a
whole, or this social group is consid-
ered to be unfortunate from the point
of view of foodstuffs consumption.
According to the FAO, such a situa-
tion appears when the level of nutri-
tion is less than the level that provides
for basic metabolism. For countries
with hot climates this level is 2100 cal-
ories. The FAO recommends an in-
crease in this level to 2700 calories a
day. The minimal level of food con-
sumption should satisfy the necessary
in albumen, vitamins and microele-
ments. It requires the corresponding
level of consumption of main foodstuffs
by their total volume and by structure
of nutrition as well.

Naturally, satisfaction of needs in
foodstuffs depends first of all on levels
of income and its distribution between
different social groups. In Moldova
before 1990 the traditional correlation
of monetary incomes between the high
and low 10% income groups was equal
to 4:1. Currently this correlation is equal
to 37:1. The process of market trans-
formation led to a considerable polar-
ization of distribution in monetary in-
come. Besides, total reduction of the
average money income took place. As
a result there is a decline of food con-
sumption by a large part of the popula-
tion. According to CISR estimates,
based on a household budgets survey,
in 1998, less than 10% of the popula-
tion (the most well-to-do categories)
could maintain the level of nutrition of

1990. However, at the same time, near-
ly 10% of population consumed less
than 1500 calories. This level is recog-
nized by the FAO as extreme malnu-
trition. The average consumption per
capita in the Republic of Moldova is at
1980 calories, while the FAO threshold
is at 2500 calories.

Although the energy value (calorie
content) of products is an important
characteristic, it doesn’t provide infor-
mation on the quality of nutrition.
According to FAO recommendations,
the correlation of consumed albumen,
fat, and carbonhydrates should be
(1:1:4). In Moldova it currently regis-
ters 1:1.2:5.2.

The main problem of nutrition lies
with poor families. According to some
investigations, the share of expenditures
for food in family budgets of the poor-
est ten per cent was 88.6%, while that
for the richest ten per cent was 46.0%,
the average being 64.4%. This struc-
ture of family budgets of the poor fam-
ily is clearly seen, the main part of their
consumer spending being bread and
vegetables. The contrasts are consider-
able: the consumption (in natural terms)
of meat per capita in the first and tenth
decile (in terms of disposable incomes)
differs by 6.6 times, of fish by 5.3 times,
of fruits by 4.4 times, of sugar by 3.9
times, of milk and dairy products by
3.4 times, of bread and bakery prod-
ucts by 2.0 times. The worsening
nutrition is, evidently, the most painful
result of the social and economic crisis
which in Moldova has led to a decline
in per capita income to the level of
developing countries. Food shortages
causes an aggravation of public health
problems, increasing the rate of illness
and death, the spread of ”social” ill-
nesses ( such as tuberculosis) and, as a
result, the weakening of human poten-
tial.

The decline of incomes, unfortu-
nately, takes place in conditions of an
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ineffective system of social protection.
Self-salvation, private initiative regard-
ing food security, is a new reality of
the transitional period. The individual-
ly held plot appears to be a factor of
social security for many families.

Average area of the plots used for
agricultural product, is 684 m2 in a city,
but in a village 4612 m2. The bigger
part of household expenditures is
formed by the expenditures for food -
64.4% (in urban zone-56.4%, in rural
zone —71.1%). Such a high rate of this
index testifies to the poverty of popu-
lation and their use of the larger part
of their income to satisfy primary needs.
The use of stocks and household prod-
ucts represents a considerable part of
consumption in a city and the main part
in a village. (Figure 5.6.1 provides data
on consumption of household products
and stocks). . The home production of
foodstuffs compensates for the low pur-
chasing power of the population.

Fig. 5.6.1.

The Consumption of Home-
Produced Products and Stocks

Bakery ]
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Vegetables

Potatoes

—
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Vegetal oil |1
Sugar|J

Fish
Milk |
Meat
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City Village

Source: HBS, 1998

It’s worth mentioning that not all
the population of Moldova has access
to the main foodstuffs at any time, eco-
nomically or physically. The problem
is a considerable decrease of purchas-
ing power. It is confirmed by the de-
cline of purchasing of foodstuffs in re-
tail trade.

Table 5.6.3

in Retail Trade, kg

The Average Purchase of Foodstuffs per Capita per Year

Source: DSAS data

1995 1996 1997 1998 1998

in %

over 1997

Meat and meat prod. 1,7 2,9 2,6 2,4 92,3
Fish and fish prod. 0,47 0,84 0,62 0,57 91,9
Butter 0,33 0,34 0,2 0,19 95
Oil 0,63 0,93 0,81 0,79 97,5
Milk and dairy prod. 6,2 5,3 4 3,6 90
Eggs, pieces 10,3 44 .4 41,1 40,4 98,2
Sugar 1,9 3,7 6 5,4 90
Bread and bakeries 42,1 39,7 36,5 36,7 100,5
Cereals and legumes 2,4 2,5 1,9 1,7 89,5
Potatoes 2,2 2,8 2 1,9 95
Vegetables 3,4 3,4 3,5 3,4 97,1
Fruits and grapes 1,9 5,7 7,7 6,7 87
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Food security of the country, apart
from increasing the productivity of the
agricultural sector and the purchasing pow-
er of the population, includes also pro-
tection of domestic consumers from poor,
falsified or outdated imported products.
The quality of many imports is lower than
the quality of domestic ones. Thus it is
necessary to control and to protect the

Box 5.6.1
Fresh Water Supply

A fresh water supply for the population is an important element
of economic security. Being a part of vital human needs, access to
safe water has a crucial impact on human development. Fresh water
resources are very limited in Moldova and account for about 3.8
cubic meters. Their annual regeneration level is at 11%, which is
not enough for a sustainable maintenance of an aquatic resources
cycle. Taking into account the fact that Moldova has frequent
droughts, the debit of aquatic resources is considerably reduced,
this having a negative
impact on water con-
sumption in general.

Sources of fresh water , %

The degree of fresh 32
S os
water provisioning is ewage
5 O Springs
not uniform but de- 602 O Wells
pendson the territo- 7.8

ry: average debit is
significantly decreases from North to South, presently making up a
1:3 proportion.

Average daily consumption of fresh water per individual in Moldo-
va is 163 liters, which is less than in the majority of Central and
South European countries (255 1/person), and it is far behind the
level in Western countries (300 1/person). It should be noted that in
many settlements in the south of Moldova this indicator does not
exceed 20 1/person.

Well water is the main source of safe water supplies for the pop-
ulation in Moldova. An average figure for Moldova shows that al-
most two-thirds of the population uses this source of water. Al-
though in urban areas the share of wells in water supply is smaller
(14.4%), still they hold second place in providing fresh water daily.
At the same time, 35% of population has access to fresh water only
from wells.

The well phenomenon in Moldova exposes the water quality eas-
ily to the danger of pollution. Only 30% of aquatic resources cor-
respond to national standards. For this reason about 42% of popu-
lation considers that the bad quality of fresh water directly affects
their health and causes different diseases. Therefore, a tri-dimen-
sional problem must be solved regarding the fresh water supply for
the population: (i) rational usage of water resources; (ii) efficient
management of water regeneration and maintenance; (iii) improve-
ment of fresh water quality.

Source: HBS, 1998
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Moldavan market from low-quality import-
ed products. However, some countries
have decided to apply measures to protect
their domestic agriculture. Taking in con-
sideration the leading position of the agro-
industrial complex in the national econo-
my of Moldova, and also the important
role of agriculture in food security of the
population, evidently, it’s reasonable to
stipulate such actions also for the Repub-
lic of Moldova.

5.7. Ecological Security

The distinguishing features of envi-
ronmental problems persist in the Repub-
lic of Moldova — natural resources and
ecological balance are determined by a
high degree of land development, a high
population density and an excessive bur-
den on the natural environment.

Natural resources. Natural resources
represent an important component of the
national property. Their usage largely de-
termines environmental conditions: the
depletion rates and extent (depreciation
and deterioration), the condition of re-
sources, as well as qualitative environmental
factors. In the context of economic secu-
rity, the Republic of Moldova has ade-
quate land and climatic resources which
represent a valuable recoverable potential
ensuring sustainable development of a
highly efficient agriculture. In terms of
non-recoverable natural resources, such as
construction materials or raw materials for
their manufacturing, they are, with few
exceptions, of local importance. The lack
of energy resources, also inherent in other
southeastern European countries, con-
strains the diversification of economic and
consumption activities, which require an
adequate economic policy.

Water resources of the Republic of
Moldova comprise the internal water sup-
plies, such as border rivers — Nistru and
Prut — and underground water reserves.
The average multi-annual water stock is
estimated at 13.2 billion cm, being une-
venly spread in time and territory. This is
an average theoretical resource under the
natural surface waters environment . The
Nistru covers 77-80% of these resources.
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The underground water stock is estimat-
ed at about 2.8 billion cubic meters. The
theoretical water potential is about 16
billion cubic meters, meaning 3700 cubic
meters /inhabitant.

The usable capacity is about 1100
cubic meters /inhabitant, and this puts
Moldova in line with countries with rela-
tively poor water resources, after Roma-
nia (1800 cubic meters/inhabitant per
year), after such countries as France, It-
aly (3000-5000 cubic meters/inhabitant
per year), Austria, Switzerland (5000-
10000 cubic meters/inhabitant per year),
Finland, Norway (over 20000 cubic me-
ters/inhabitant per year). The usable
water potential (in natural mode), ensured
for drought years, is declining to 10.5-7.5
bn cubic meters.

Water management in the Republic
of Moldova is still deficient and not bal-
anced. It therefore fails to address the
new problem of resource allocation and
the efficiency of water ecosystems pro-
tection facilities. Great losses occur in
distribution networks within urban local-
ities and irrigation systems.

Water was considered as an unlimit-
ed resource having no economic value.
Significant efforts have been taken to find
and use the sources of water, but not for
ensuring their quantitative and qualita-
tive regeneration. However, maintenance
of a  sustainable regeneration capacity
of water reserves needs a different ap-
proach towards their management. Thus,
the main treaty of the EU stipulates inte-

gral management of water resources (sur-
face and underground) in hydrographic
basins. In the Republic of Moldova these
principles are not enforced yet. The local
legislation has not been harmonised with
international norms. Legal relationships
with neighbouring countries are not set-
tled. Economic mechanisms are obsolete
and inefficient for motivational reshap-
ing of consumers’ behaviour.

Land and soil resources are as impor-
tant as are the water resources. The land
fund of the Republic of Moldova, as of
the end of 1998, was 33.8 thousand square
km, being distributed by use as follows:
agricultural land — 75.5%, forests and
other woodlands — 12.5%, other catego-
ries of land. In the structure of agricul-
tural land, the proportion of arable land
is 70.5% or 53.5% of the total land. Per-
ennials, mainly orchards and vineyards
which are regularly exposed to mecha-
nized operations and chemical treatment,
make up 4.5% of agricultural land. The
land areas which are intensively worked
make up about two-thirds of the total
country’s area and 85.3% of the agricul-
tural land. The pastures account for
14.7% of agricultural land.

Over the period of transition to a
market economy, the reforms have caused
a significant change in the distribution of
land to landowners, as follows:

It is well known that the reduction
of agricultural land, especially, that of
arable land, poses a global threat. Yet, an
excessive expansion of arable land at the

Table 5.7.1.

Surface Water Resources in the Republic of Moldova

Rivers’ hydrographic

Annual debit km?

Source: data from Ministry of Environment of the Republic of Moldova

basin Total Including tributaries

of interior rivers

Average stock Drought years Average stock Drought years

75% 95% 75% 95%

Nistru 10,2 8,08 5,7 0,63 0,38 0,17

Prut 2,9 2,38 1,83 0,28 0,16 0,08

Cahul 0,11 0,05 0,01 0,11 0,05 0,01

Total for Moldova 13,21 10,51 7,54 1,02 0,59 0,26
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expense of other categories of land (like
forests), combined with the application
of intensive technologies, causes soil ero-
sion. According to some estimates, in
order to maintain a minimum level of food

Table 5.7.2

Land Allocation by Owners (at Year’s End), Thousand ha

Source: DSAS

Owners: Years

1991 1995 1997 1998
Total land 3376,0 3385,3 3384,4 3384,4
Agricultural land 2537,7 2032,6 1994,4 1980.9
Settlements 400,8 441,7 441,7 449,0
Reserve Fund* 466,6 462,5 487,0 498,4
Industrial enterprises 77,6 58,4 58,3 58,4
and other sectors
Forest land, and 325,0 344,1 350,6 350,4
environment protection
Waters 26,0 46,0 47,0 47,3

* Fields designed for social development of settlements
and for general use (pastures etc.)
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per person on the globe, on average, 0.6
ha of arable land is required. Under the
conditions obtaining in the European
Union, it has been estimated that in or-
der to ensure food security, a minimum
0.15 ha of arable land per inhabitant is
required. In the Republic of Moldova for
each inhabitant there is 0.41 ha of arable
land.

The reproductive capacity of soil fer-
tility and its ecological quality are gravely
affected by extensive agricultural opera-
tions based on intensive technologies and
excessive use of chemical fertilizers, pes-
ticides and herbicides.

The economic and energy crisis, the
status of agricultural reforms combined
with the emergence of many owners who
lack necessary equipment and special
knowledge, the persistence of old techno-
logical schemes along with a considerable
reduction of fertilizers (organic and min-
eral), the disorder persisting in irrigation
systems were conducive not only to a dra-
matic decline in the output, but also to a
higher degree of soil depreciation.

The experience of some developed
countries shows that it is possible to re-
cover the regenerative ability of the soil.
A new approach in the agriculture fo-
cused on the development of technolo-
gies appropriate for the natural environ-
ment may provide sustainable efficiency
and even reduce production costs.

Forests of the country cannot be
viewed as forest resources of direct eco-
nomic importance, nor as sources of
wooden raw material. The size, quality
and geographic placement of forests are
also not consistent with the ecological
infrastructure requirements. They are the
remainders of Codru from the past cen-
turies. The current areas are either sig-
nificantly affected by former selective
deforestation, or they entirely have a re-
cent anthropological origin. Over the last
40-50 years, about one third of the forest
land was normally planted with species
belonging to eco-systems of other coun-
tries and continents (acacia, birch tree,
pine, fir trees, etc.), what makes these
forests less efficient from the ecological
standpoint, less suitable habitation for liv-
ing, more vulnerable and non-viable spe-
cies. The costs for the upkeep and re-
generation of such forests, estimated on
a long-term basis, are normally higher.

The breakdown of forests by species
is the following: 47.6% oak, 31.8% beech,
and 20.6% - all other species.

According to Land Cadaster data the
forest fund area takes up 394.7 thousand
hectares (including 325.4 thousand hec-
tares of forest, the degree of the coun-
try’s forestation is estimated at 9.6%),
covering 800 forest tracts, with an area
ranging from 5 to 1500 hectares, being
unevenly spread across the country. Ac-
cording to the law, forests are the state’s
property. About 89% of this area is con-
trolled by the state specialized institution
“Moldsilva”. The rest of the forest land
(in small sectors) is controlled by the lo-
cal public administrative institutions, and
agricultural, industrial, transportation, and
business entities, etc.

Biodiversity and protected areas. Sit-
uated in the marginal zone of three re-
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gions of flora (East-European forest, East-
European stepp, Mediterranean forest
stepp) and the region of fauna stretching
from the Asian continental stepp through
the European forest stepp, the Republic
of Moldova has a very vulnerable biolog-
ical diversity. Estimates show that natural
ecosystems take up no more than 20% of
the territory, and are very fragmented and
degraded. The vital potential of forest
ecosystems is weak, including 172 spe-
cies of terrestrial vertebrates and 859 spe-
cies of flora, out of which 40% have been
brought from other regions. From stepp
ecosystems only small fragments remain,
including 55 flora species and 109 spe-
cies of vertebrate animals. Natural mead-
ow ecosystems take up 1.5% of territory,
but have a relatively rich diversity.

The Red Book of the Republic of
Moldova includes 241 species of flora and
fauna. Specialists consider that the
number of rare and endangered species,
which should be included in the Red
Book, reaches 600. The extent of pro-
tected areas constitutes 1.7% of the coun-
try’s territory, being one of the smallest
among European countries (Ukraine 3%,
France 7%, Germany 13%, Austria 25%,
etc.). The national network has 12 cate-
gories of protected areas: 5 scientific res-
ervations (19.4 thousand ha), 130 monu-
ments of nature, 63 natural reservations,
41 landscape reservations, many geologi-
cal, paleontological, and hydrological
monuments among others.

The Overall Quality of Environment
in the Republic of Moldova.

Viable human development is incon-
ceivable unless there is a healthy envi-
ronment. The environmental condition
in the Republic of Moldova, as well as in
other countries, is adversely affected by
economic activities, by inadequate use of
natural resources, outdated natural and
technical infrastructure and by cross-bor-
der pollution.

Air quality. Overall, on the territory
of the Republic of Moldova, the amount
of pollutants released into the atmosphere

was estimated at 273 thousand tons. Its
ratio to the number inhabitants is lower
than that in neighbouring countries, cur-
rently being 64 kg/inhabitant /year (1998).
The sharp decline in industrial output
during the period of transition along with
the increase in the number of motor cars
changed the nature of released pollutants
as compared to the ’80s. In 1998, the
proportion of mobile sources of pollu-
tion exceeded the average percentage on
the globe (60%), reaching 83% (226.4
thousand tons). The proportion held by
transportation in the city pollution reaches
92% for Chisinau, 95% - Balti, 96% -
Cahul, etc.

Permanent sources make up 17%
(47.6 thousand tons) of total releases. Of
this quantity, 79% are released by heat
and electricity companies and boiling
installations. The largest share in the to-
tal pollutants released is accounted for
by:  hydrocarbons (15 %) released by
road transportation, oxide and nitrogen
dioxide (14%), sulfur dioxide released by
road transportation and heat and elec-
tricity stations, and carbon monoxide
(8%) by road transportation, and a small
portion released by industrial enterprises.

The cross border pollution consists
primarily of sulfur oxides and nitrogen
oxides. The degree of pollution caused
by precipitation coming from west North-
west (Romania, Poland, the Czech Re-
public, Slovakia, Germany) and from east
Northeast (Ukraine) is 4 times higher than
internal pollution by sulfur oxides and 1.5
times higher than local nitrogen oxides
pollution.

Water quality. Based on laboratory
research (1998), the quality of water in
the Nistru and Prut rivers is qualified as
moderately polluted, and therefore, drink-
able, while that of water in internal rivers
is polluted and degraded. Over the last
decade, there have been noted a decline
in the river flows of degraded water and
an increase in those of drinkable water.
This development indicatesa decline in
emissions due to the reduction in the ex-
tent of industrial and agricultural activi-
ties, and to some more comprehensive
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measures of water quality protection than
those previously taken. The unsatisfacto-
ry quality of underground waters still per-
sists, in some cases due to pollution, while
in other cases due to the geological en-
vironment. In some areas underground
waters are characterized by high concen-
trations of fluorine. In other areas these
waters show high concentrations of hy-
drogen sulfide, methane or are completely
mineralized. Over recent years, a sharp
growth was evidenced in nitrogen and
ammonia components in ground waters,
especially, in Telenesti, Floresti, Orhei,
Ungeni, Comrat areas. In most of the
wells an excessive concentration of ni-
trates and sulfates has been found.

The problem of the quality of water
consumed by the population has been
discussed over a long period of time, but
apart from general statements, nothing
substantial has been done so far, although
there have been some projects and pro-
grams. Until now, information on the
share of the population with access to
clean water has not been determined.
There is neither registration nor moni-
toring of small sources of water or proper
information provided to the population.

Soil quality. In terms of natural prop-
erties, the soils in the Republic of Moldova
are classified with the most valuable soils
in the temperate zone. The soil is exposed
to the effects of different injurious natu-
ral and anthropogenic processes and phe-
nomena.

The depreciation of the soils’ inher-
ent ability to regenerate, as in other coun-
tries, is caused by irrational use, inap-
propriate irrigation, and intensive tech-
nologies applied over the last 50 years.
Today, the soil’s erosion and degrada-
tion directly threaten the economic and
social security of the country.

The total area of eroded soil is in-
creasing at an annual rate of 1.5% (10
thousand ha) and currently is constitutes
32.2% of agricultural land. Thousands of
hectares are destroyed through landslide
and in ravines.

Agricultural land has been exposed
to various harmful occurrences: water ero-

sion, phosphorus and nitrogen deficien-
cy, excessive acidity, texture compression,
pesticide pollution, salts and other de-
grading factors. Although procedures to
preserve soils’ natural fertility are known,
there is inertia and numerous barriers of
political, economic, institutional and so-
cial nature in the country. These barriers
ultimately block the implementation of
energetic and adequate steps in this field.

Forest quality is affected by some in-
appropriate management policies from
previous periods, when the quantities of
wood harvested exceeded the usable po-
tential of forests confined within the for-
est tracts. The forests often are exposed
to pests and diseases. The forest quality is
seriously harmed by illegal cuts and live-
stock pasture. Most forests in Moldova
originate not from seeds but from copse
(3-5-8™ generations of cuts), which is why
their structure and functions are degra-
dated. Trees are aging quickly, and their
resistance to negative factors of the envi-
ronment is reduced. The forest ecosys-
tem is deteriorated and fragile.

Waste problems. While not heavily
industrialized, the Republic of Moldova
encounters, as do other countries, all the
problems of waste accumulation. Storage,
preservation and use of wastes are still
matters of discussion, analysis and inten-
tions, or even projects without any ade-
quate practical solution. The Republic
does not have a ground available for tox-
ic waste disposal. Part of these wastes is
stored outside the allowed and appropri-
ately equipped areas. Another part is evac-
uated, without the authorization of ap-
propriate authorities, to household waste
dumps. According to State Ecological
Inspectorate evidence, about 13 thousand
tons of toxic wastes have accumulated in
the country, which is 3.3 kg/inhabitant.
Only half of this (49%) is buried.

Inconsistent agricultural privatization
resulted in the loss of control over the
chemical waste management within
former collective farms. Warehouses were
left without owners (have not been priva-
tized), some of which have been ruined,
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others demolished. The existing ones re-
quire capital repairs and an appropriate
outfit which is impossible due to the lack
of funds. A special government resolu-
tion in 1997 on collecting and storing
unusable and prohibited pesticides can be
enforced with practically no financial sup-
port from international institutions.

An equally delicate situation is also
anticipated with regard to household
wastes. Most of the grounds are used up,
and the extent of their use equals or ex-
ceeds the acceptable limits. Not only does
the lack of funds make the construction
of new dumps impossible, but the land
deficiency as well. There are 1348 house-
hold dumps in the country taking up
1144.3 ha or 31 square meters/inhabit-
ant, where 29,4 million cubic meters of
garbage is deposited, or 6.8 cubic meters
/inhabitant. It does not include the refuse
which is deposited into unauthorized plac-
es — pits, former blocks, on the bank of
rivers and lakes, etc. Since the mayoral-
ties do not have transportation and fuel
available to ensure waste evacuation, in
many villages unauthorized dumps appear
spontancously. Separate collection of
scrap metal, glass, scrap paper, etc, and
their recycling is at the stage of testing.

Natural Environment Management

The transition to the market econo-
my, the process of social restructuring and
reform in the Republic of Moldova has
triggered some new approaches in the
development strategies of the country.
Resources conservation and environmen-
tal protection have become imminent
objectives in the economic, social and
moral development of the human com-
munity. New concepts also involve the
use of new environment al management
techniques: the ownership of the resources
and state’s role; the legal framework (leg-
islation); economic, technical and regu-
latory mechanisms, education tools, etc.

The most significant achievements are
noted in the establishment of a legal frame-
work required for environmental conser-

vation and protection. Overall, the effec-
tive laws are aimed at specifying the pro-
tective environmental actions and meas-
ures to preserve conditions favourable to
human’s health, preventive measures to
avoid resources’ pollution and depletion
and preserve biodiversity, as well as en-
suring consistency with relevant interna-
tional conventions and projects. A new
generation of relevant legal statements is
in the process of development, most of
them cover, in particular, the use of re-
sources in such sectors as agriculture, in-
dustry, transportation, human localities,
and etc. The economic tools designed to
influence environmental interests and be-
haviour of economic entities (resource
conservation, environment protection,
waste recovery, use of adequate technol-
ogies) are limited to charging taxes on the
use (consumption) of resources.

Pollution fees and penalties for vari-
ous violations are charged to the ecolog-
ical fund, whereas taxes on the use of
resources are charged to the budget. While
the amount of these taxes is not funda-
mental in terms of economic criteria and
has no financial, economic or ecological
implications, their application is an ex-
perience, a starting point towards the
improvement of these mechanisms. The
environmental protection administration
now falls under the authority of the Min-
istry of Environment, the State Ecologi-
cal Inspectorate being under its subordi-
nation. The role of the ministry as a cen-
tral authority in government policy has
increased as compared to previous years.

The attention and support environ-
mental issues have received over the last
years, and the way international institu-
tions address environmental problem in
the Republic of Moldova has notably
helped achieve awareness and trigger po-
litical action.

The main problem which paralyzes
the institutional framework for environ-
mental protection is the lack of adequate
feedback at the micro-level of local pub-
lic administration, economic entities, civil
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society, citizens and regular people. The
legislation itself, no matter how good it
may be, cannot replace the traditions and
people’s standard behaviour. It is not the
mere awareness of the problem that is
required in order to effect change, but a
different perception of values and a dif-
ferent moral as well. A national program
of ecological education is more than op-
portune. Obviously, it cannot be treated
separately from the objectives and actions
aimed at increasing public welfare: eco-
nomic, food, the physical security of
people.

Ecological NGOs may have an im-
portant role to play here. Although the
number of such organizations increased
(the current official record shows .... ec-
ological organizations), they still do not
exercise sufficient influence on the for-
mation of the relevant public opinion.

5.8. Increase in Personal
Insecurity

Personal security is an important cri-
terion against which to judge a state’s re-
gard for individual citizen’s security. No
other human security aspect, however, is
more important than the prohibition

Box 5.8.1

Major international human rights acts ratified
by the Republic of Moldova

o The International Covenant on Economic, Social
and Cultural Rights
The International Covenant on Civil and Political Rights
The International Convention on the Rights of the Child
The Convention on Political Rights of Women
The International Convention on Elimination of All Forms
of Racial Discrimination
e The Convention on Inapplicability of the Statute

of Limitations for War Crimes and Crimes against Humanity
® The Convention on Genocide Prevention and Punishment
e The Convention on Abolition of Forced Labour
® The Convention on Elimination of All Forms

of Discrimination Against Women
® The European Convention for the Protection

of Human Rights and Fundamental Freedoms
® The Framework Convention on the Protection

of National Minorities

Sursa: Center for Human Rights - Moldova, 1999
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against physical aggression. Threat to an
individual life in a climate of political,
economic and social crisis may be gener-
ated by a number of factors:

By the State and public clerks
(physical violence, moral aggression,
tortures within the penal system, war);

By other social groups (ethnic con-
flicts);

By particular persons or criminal
groups, and by street violence;

Through threats within the family
focused on women and children;

Through behavioural threats to the
self (suicide, drug addiction, etc.).

Changes occuring in the society have
caused a substantial decrease in the pro-
tection of citizens. The transition period
has generated the emergence of unem-
ployment and stark social contrasts.
Rackets, violent conflicts between crimi-
nal groups, corruption of legal institutions
and the consumption of drugs have be-
come commonplace in Moldova.

The main problems connected with
personal security in all regions of Moldova
relate to criminality, labour or traffic ac-
cidents, violence within the family and
drug consumption.

Criminality poses the greatest threat
to individual security. The root causes
of increased criminality in the Republic
of Moldova during the last decade are
the following: the creation of a new state
with an imperfect, sometimes even con-
tradictory, legal framework; the territo-
rial partition of the country as a result of
the military conflict in 1992 in Transnis-
tria and events flowing from it. The con-
flict provided many people with access to
considerable quantities of arms. In addi-
tion, new groups have appeared in socie-
ty, seemingly rich over night, and they
can protect their interests only by illegal
measures.  Arrears to salaries for em-
ployees of institutions involved in law
enforcement and an insufficient supply
of necessary equipment have rendered
legal institutions open to manipulation.
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Statistical data for 1998 indicate that
8210 serious crimes were committed with-
in the territory controlled by the central
authority of the state (with the exception
of Transnistria). Of them approximately
300 crimes involved guns, grenades and
explosives. At the same time criminality
in Chisinau is two to three times higher
compared with other zones in Moldova
and is characterized by a ratio of 178.1
crimes to 10 000 inhabitants, compared
to the average in the country of 95.7. In
1998, 375 people died as a result of pre-
meditated crimes and 420 people suffered
from severe injuries. There is an increase
of 14.4% in the number of people with
no particular occupations, confirming the
impact of social problems on the level of
criminality.

Homicide and suicide statistics ap-
pear somewhat peculiar. For example, in
1998 the number of suicides in Moldova
exceeded by 1.38 times the number of
murders (15.7 cases of suicide to 100 thou-
sand inhabitants, and 11.3 homicides to
100 000 inhabitants). This would appear
doubtful. However, given the economic
situation in which more than 300 thou-
sand people have lost their jobs and 80%
of the population is under the poverty
line, suicides exceed homicides only be-
tween 10-20%. On the one hand, such a
picture may present an “improved” sta-
tistical picture of crime control. On the
other hand, it might indicate violence
within the penal system.

Corruption has expanded considera-
bly. In February, 1999 a Republican con-
ference named “Organized Crime and the
Shadow Economy in the Republic of
Moldova” was jointly sponsored by the
Ministry of the Interior of the Republic
of Moldova, the Police Academy, the
Independent Association of Criminology
and the Soros Foundation. According to
data cited during this Conference, cor-
ruption has attained the highest level in
the history of the Republic of Moldova.
More than 79% of entrepreneurs and 85%
of other respondents declared it is im-
possible to solve a problem without brib-
ing state employees.

tered, including a 20.6% decrease in serious crimes investigated by
the criminal police (robberies — 251.9%, fraud — 48.1%, severe

Arrests have increased by 59.9% to 64%, especially in the case of

which the penal files are shelved without enough grounds for doing

Box 5.8.2

Official data supplied by the Ministry of Interior regarding the
control of criminality in the Republic of Moldova are rather opti-
mistic ones. Thus in 1998 a 9.3% decrease in criminality was regis-

injuries — 20%, theft of state property — 20.4%, apartment robber-
ies — 8.5%). These positive tendencies remained through the be-
ginning of 1999. Mobilization of reserves in crime control and
prevention has contributed to an increased efficiency of the police.

serious crimes (homicides — up 82.4%, severe injuries — 82.9%,
rape — 91.7%, robberies — 56.2%, plunders — 47.5%, theft of state
property — 4.6%, theft of transportation vehicles — 27.7%). Last
year the police were successful in neutralizing 146 criminal groups,
of which 67 were organized groups and 411 criminals were detained.

However, in conformity with some reports in the free press, the
real situation seems to be much worse. There are numerous cases in

so. Also, evidence is not always disclosed.

The reduction in registered criminal violations may also be ex-
plained by the fact that citizens turn less frequently to police for
assistance and protection of their interests. The distressed popula-
tion would rather use the criminal power structure to ensure its

protection.

Source: Ministry of Internal Affairs of the Republic of Moldova

According to public opinion, more
than 92% of the respondents are afraid of
criminals and their cruelty. They men-
tioned their fear that criminals may not
be found. People are concerned by the
rapid growth of many types of violations.
More than 86% of those polled consider
such a democracy a false one.

The continuous growth of criminali-
ty generated by the spread and use of drugs
constitutes a real threat to personal secu-
rity in Moldova. In 1998, 870 crimes of
this category were officially registered.
The situation in connection with minors
seems especially grave. Distribution of
drugs has focused on schools and other
educational institutions. The increase in
drug addiction has led to an explosion in
the number of AIDS cases in the coun-
try. State institutions appear ignorant and
unable to undertake measures in this area.
In order to diminish the danger of AIDS
contamination, the Soros Foundation in
Moldova has financed a project to supply
drug addicts with free disposable syring-
es.
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The personal security of women and
children has deteriorated. In Moldova,
more and more children are deprived of
the right to attend school because of pov-
erty. All these factors, along with mal-
nourishment, have a negative impact on
the health of an entire generation. Chil-
dren have begun to be exploited by crim-
inal groups that use them as beggars.
Prostitution among minors has acquired
greater proportions. According to data
from the Ministry of the Interior, 12% of
crimes were committed by school chil-
dren, 54% by children out of school and
6% by pupils from vocational schools.
Among reasons leading to the growth of
criminal behaviour among children are
the consumption of alcoholic drinks and

Box 5.8.3

Human Rights violations

The separatist regime in Tiraspol gives priority attention to
coercive institutions, including the armed forces. In a situa-
tion in which “general military service” is compulsory, often
the personal security of those who do not accept the regime is
under a real threat. There are numerous cases in which, upon
refusing to enroll in the army of the self-proclaimed regime,
persons were subjected to physical torture and became inva-
lids for the rest of their lives.

Kidnapping of citizens is frequently used by the Tiraspol
regime. On December 14, 1998, a citizen of the Republic of
Moldova, Mr. Vitalie Corobco was kidnapped in Chisinau
and taken to Tiraspol by employees of the Ttransnistrian “min-
istry of state security”. Later, Vitalie Corobco was transport-

ed to Moscow.

The case of the political prisoner Ilie Ilascu, a deputy in the
Parliament of the Republic of Moldova, presents a special
situation. For 7 years now he has been subjected to psycho-
logical abuse, physical torture and a death sentence by the
regime. Numerous appeals to international bodies undertak-
en by the authorities of the Republic of Moldova have so far
had no success because Tiraspol authorities do not recognize
international organizations. At present the European Court
for Human Rights is considering Ilie Ilascu’s file as an excep-

tional case.

Source: compilation from mass-media articles
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an increased susceptibility of the juvenile
nervous system to alcohol. Every sev-
enth minor out of those who committed
crimes was alcohol intoxicated. Records
indicate that 594 minors participated in
group crimes.

In 1998, 229 rape cases were regis-
tered. Due to unemployment, women
become involved in improper and risky
activities in order to ensure the subsist-
ence of their families. Very often they are
deceived by false promises to get jobs
abroad, and once there they are forced
to practice prostitution. While selling
goods in street trade, women very easily
become targets of robberies.

The probability of involvement in a
traffic accident hasn’t changed markedly
in Moldova although roads are in poor
condition and there is an almost three
fold increase in the number of cars on
the road, most of which are older cars
imported from abroad. In 1998, about
three thousand traffic accidents were reg-
istered, in which more than 3600 people
were injured and 492 lost their lives.

The situation in the eastern part of
the Republic of Moldova presents a par-
ticular problem. Subsequent to armed
conflict during the summer of 1992, the
Moldovan state lost control of this terri-
tory. The regime installed in Transnis-
tria persecutes any political opposition and
uses methods that have nothing in com-
mon with the mechanisms of a state un-
der the rule of law. The situation is espe-
cially difficult for those who have acquired
citizenship in the Republic of Moldova.
Dismissal from employment on political
grounds and intimidation have become
commonplace in the zone controlled by
the separatist regime. Personal security
is affected also by the fact that on the left
bank of the Nistru River there still exist
paramilitary cossack troops and the pop-
ulation is highly armed. An abrupt rise
in criminality has taken place in this re-
gion over the last several years.

The administration in Tiraspol offers
no information regarding the real degree
of criminality or number of attacks on
persons. Considering the general situa-
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tion, however, one can conclude that fun-
damental human rights are frequently
being violated in Transnistria, and that
the situation concerning personal securi-
ty is much more grave compared than
that on the entire territory of the Repub-
lic of Moldova. The Moldovan Parlia-
ment, in view of the situation created in
Transnistria, and also in conformity with
provisions under paragraph 11 e) of Clause
188 (1995) of the Council of Europe Par-
liamentary Assembly, considered it nec-
essary to make a declaration during rati-
fication of the European Convention of
Human Rights. According to the decla-
ration, the Republic of Moldova assumes
no responsibility for acts committed on
the territory of the self-proclaimed Tran-
snistrian republic.

The Moldovan society has overcome
the tension interethnic relations created
at the beginning of the ‘nineties around
interethnic relations. Although intereth-
nic relations may not be fully stabilized,
nevertheless there is no danger of eventu-
al interethnic conflicts at the present time.

In summary, personal security in the
Republic of Moldova is not sufficiently se-
cured. Conditions for an increased degree
of personal security for Moldovan citizens
may appear only after the most acute stage
of the economic crisis is over. At the same
time, an efficient system ensuring the per-
sonal security of citizens may function only
in a state with the rule of law.

A change in the circumstances cited
below should improve the personal secu-
rity and crime control in the Republic of
Moldova:

A reduction in unemployment —
the main grounds for the growth in
criminality;

An increase in family stability and
the family’s increased role in educa-
tion of children;

Improvement in the struggle against
alcohol and drug addiction, also
sources of criminality;

A decrease in the size of the shad-
ow economy, and stronger efforts
combatting corruption;

An increase of authority and re-
sponsibility of legal institutions in the
struggle against criminality; liquida-
tion of arrears to salary payment in
this sphere;

More efficient investigations of
criminal groups and delinquents,
along with development of an effi-
cient control mechanism; creation of
more incentives within the legal jus-
tice system and bodies charges with
law enforcement;

Improveed training of police em-
ployees;

Expanded cooperation via Inter-
pol;

Creation of an Internet database
for legal and fiscal institutions;

Improvement of the legal frame-
work in force. Urgent approval of a
procedural penal code, of the con-
travention code and the law on mon-
ey laundering.

Adoption of laws on income de-
claration, the seizure of illegal income,
drug and arms smuggling, and adop-
tion of a civil service ethics code.

The personal security of people is the
most important task of a state. People
should be free of fear and able to have
confidence in the future. Without these
things it is impossible to achieve real
progress in social and economic devel-
opment.
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“Stefan cel
Mare" : Moldova
did not belong to
my ancestors,

it wasn’t mine and
it is not yours, it
belongs to your
descendants

and to your de-
scendants’ de-
scendants for
good.”

Barbu Delavrancea,
the drama
“The Sunset”

* Stefan cel Mare (Stefan the
Great), ruler of Moldova during
1457-1504.
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CHAPTER 6.

ON THE WAY TO SUSTAINABLE
HUMAN DEVELOPMENT

The first decade of the transition pe-
riod has already passed for Moldova.
Many things have changed, but the road
towards a genuine democracy and pros-
perity remains paved mainly with good
intentions. The transition, which was con-
ceived and accepted in theory, but never
consistently realized in practice, has not
yet brought prosperity and stability, thus
discrediting some fundamental ideas of
democratization.

The general outcome of human de-
velopment in the Republic of Moldova
after a decade of transition is discourag-
ing. The country is struggling in the trap
of crisis: the quality of life and the living
standards of the population have wors-
ened, poverty has reached alarming pro-
portions; the economy is in stagnation;
debts bring the state close to solvency lim-
its, thus becoming an unbearable burden
for the present and future generations;
instability, incertitude, corruption, disre-
gard for legislation and state institutions
undermine all.

The process of reshaping the social and
economic systems encounters huge diffi-
culties, similar to those faced by the major-
ity of countries in transition. The main prob-
lem of Moldova is the inability to create
favourable conditions for human develop-
ment at a pace necessary for productivity
growth, fair access to opportunities, and
real democratization of the society.

The 1998 UNDP Human Develop-
ment Report for Europe and the CIS
countries, mentions that “the new na-
tions” pursuing reforms have diminished
the direct role of the state in resolving
social problems, without creating anoth-
er system in place of the old one. The
report considers that countries in transi-
tion should implement reforms gradual-
ly, without striving to penetrate the world
markets right away.

The practice of Central, East Euro-
pean and CIS countries in transition show

the incorrectness of the presumption that
the nations and governments of this re-
gions would be able to assimilate and
apply easily the new democratic ideas,
including the mechanisms of a market
economy. Relative exceptions are the
countries with successful implementation
of reforms - such as Slovenia or Poland.

On the other side, countries in transi-
tion are moving towards new social and
economic systems, lagging behind advanced
countries that also have a further develop-
ment, and this fact cannot be ignored.

At present the governments of each
country in the world talk about the need
for reforms and changes in vital fields.
As soon as some objectives are met, there
appears a need for more radical reforms.
Competition dictates rapid changes.

Under these conditions, the slowing
down of reforms is risky. In all countries
the theoretical and political spheres fo-
cus on improving the mechanisms that
ensure the growth of the population’s well-
being (health, education, living condi-
tions). In the early ’90s many former com-
munist countries, including the Republic
of Moldova, expressed their wish to fol-
low the economic models of Sweden,
Germany, Japan, or southeastern Asia
which, however, have already become
obsolete. For those who are behind in
the run for progress, the study of these
models could help in avoiding mistakes
and false solutions.

It is known that there are no perfect
and totally applicable models. They can-
not be mechanically reproduced in other
countries due to differences in the social
areas, labour market or in the education
system. At the same time, the experience
of other countries is, of course, useful. It
can and should be applied, provided that
the elements of the selected model are
adjusted to the maximum to the national
particularities and conditions, which was
not sufficiently observed in our country.
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The difficulties encountered by the
Republic of Moldova are related basical-
ly to chances of human development —
at present, as well as in the near and dis-
tant future. It is worth mentioning the
problems pertaining to the functioning of
the state institutions and the capacity of
the community to react to new challeng-
es among those that undermine the in-
stallation of democracy, the evolution of
a market economy and the well-being of
the population.

The Republic of Moldova is situated
in an instable geopolitical zone, some-
times associated with the image of a prob-
lematic region, loaded with latent ten-
dencies. One of the destabilizing factors
is the self-declared “Transnistrian repub-
lic”. The settlement of the Transnistrian
conflict is blocked by strategic interests
of Russia, which has no intention of giv-
ing up this territory. The 14™ Russian
Army continues to be dislocated on this
territory, though the Russian Federation
made a commitment to the European
Council to withdraw its troops.

Lack of integrity of the country not
only affects the authority of the state as an
institution, but also brings along social,
economic and moral damages, makes the
policing of frontiers extremely difficult and
costly, favours blackmail, all forms of the
shadow economy (smuggling, drug traffic,
illicit transactions), organized crime, cor-
ruption and others. Some entities from
Transnistria try to interject separatist ac-
tions in other zones of the country. The
harmful effects are contagious.

The functional crisis of the market
economy: decrease in the volume of pro-
duction, blockage of improvement in the
effectiveness of the economic activities,
financial blockages, lack of competition
and real dynamism of the market.

The continuation of the crisis can turn
into a catastrophe. The economic col-
lapse was caused by many factors: inap-
propriate political management of the
transition process; the principles and prac-
tice of privatization, models and mecha-
nism selected for the initial phase of the
transition to a market economy inspired
by the idea of social justice, which was

much discussed in the NHDR in the last
years; chaotic institutionalisation of the
mechanism of a market economy, reluc-
tant and inconsequent promotion of the
reforms; procrastination of the applica-
tion of principles of a market economy
in the economic management of the state
— delayed cash-based privatization,
avoidance of bankruptcy of non-profita-
ble enterprises; inappropriate restructur-
ing of enterprises, etc.

The moral crisis of the society — the
corollary of the economic crisis — can dis-
credit the entire process of democratization
and reform. Many experts consider that
the moral crisis and the mental dead-
weight make the transition very difficult.
The crisis is conspicuous in all social seg-
ments, starting with the family and end-
ing with the political class. The elements
of the crisis are typical for a suffering so-
ciety: shadow economy, corruption, crim-
inality, traffic of influence, juvenile de-
linquency, prostitution, diseases of the
poor (tuberculosis, anemia etc.), fading
of interest in education, depravation, al-
coholism, psychological pathologies.

There are also specific factors that
effect the moral climate in the Moldovan
society: lack of an ethics code of account-
ability of the state towards its own rules,
transparency, correctness of decisions and
actions; violation of the legislation and
established norms, even in the relations
between various branches of power; very
weak law enforcement; perpetuation of
the old administrative methods and sub-
jective criteria for the promotion of state
and other officials; poverty, which un-
dermines human dignity and subdues the
spirits; communication and information
blockage, etc.

The lack of a coherent strategy for the
entire transition period, which would take
into account the implementation of the
reforms with the estimation of the inevita-
ble social costs and the sources covering
them. Such formulations of strategy were
not made during the brief transition peri-
od, though logically they were needed.

The most comprehensive planning
document in this field was “The Program
of Transition to a Market Economy”
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(1990). It was elaborated on the basis of
concepts proposed by local experts, tak-
ing into account the experience of the
Common Market, as well as the govern-
ment programs of transition to a market
economy in Poland, Romania, and the
Baltic countries. This program drew on
the experience of all reforms which were
realized at that time both in full and par-
tially, and the intentions underlying them
at that time: privatization of state prop-
erty, structural reforms, attraction of for-
eign capital and technologies, organiza-
tion of a new health system based on
medical insurance and many others. It is
important to mention the hope that “in
the complicated transition period” it will
be possible “to assure social protection
of the population by distributing the state
property.” It was believed that share-
holders would create the broad segment
of free economic agents that “would con-
tribute to the reduction, to some degree,
of the power of the ‘phantom economy’”,
called nowadays the shadow economy. It
was also believed that by changing the
ownership “there will be created equal
starting conditions for all the citizens”.
The program envisioned generous social
protection for the citizens laid off from
enterprises as a result of the reforms,
though the sources that might cover these
costs were not specified.

Afterwards, each of the seven gov-
ernments has operated according to pro-
grams approved by the Parliament, which
not always ensured the continuity neces-
sary for the achievement of long term
goals. An overwhelming factor has become
the propensity to win the trust of inter-
national financial organizations for ex-
tending new loans. The international in-
stitutions assisted in drawing up medi-
um-term programs on restructuring the
social sphere and poverty alleviation (WB,
UNDP), restructuring of industry (UNI-
DO), agriculture (USAID, TACIS), in-
frastructure of the energy sector, telecom-
munication, transport and roads rehabil-
itation, as well as environmental issues.
In order to fill the gap created in the field
of social-economic strategies, the Gov-
ernment and UNDP have founded a
project “Strategy for Development” (mac-

roeconomic and sectoral analyses and
forecasting), realised by the Centre of
Strategic Studies and Reforms (CISR).

Finally, based upon all these plans, a
new middle-term program was drawn up
by the Government — the “Strategic
Guidelines of the Social-Economic De-
velopment of the Republic of Moldova
until 2005” which was approved in No-
vember 1998. The document was elabo-
rated by the Ministry of Economy and
Reforms with the use of data provided by
all ministries and departments, the NBM,
CISR, the Centre for Study of Market
Problems, the Agency for Enterprises
Restructuring and Assistance, the Agen-
cy for Restructuring of Agriculture and
the Academy of Economic Studies of
Moldova.

“Strategic Guidelines” proved to be
useful from the practical point of view —
for ensuring the continuity in the activi-
ties of changing governments, and coor-
dination of departments’ work, as well as
in making use of technical assistance.

Meanwhile, the need to elaborate the
Human Development Strategy for Moldova
still remains actual. The strategy should
put the people in the centre of all aspects of
the development process. Such a strategy is
based on the needs of the people, is real-
ized by people, and ultimately focused
upon enriching human lives.

A country is, first of all, a human
community in development. Therefore,
this strategy should not be accessible only
for the present generation but also for
future generations. Such a global ap-
proach is intended to be followed in the
new UNDP project “Moldova-21/Sustain-
able Development Strategy of the Republic
of Moldova”, based upon principles of the
UN Agenda-21 (Rio de Janeiro, 1992).
These principles outline the following
current problems for the Republic of
Moldova:

e Every citizen has the right to a
healthy life, free access to productive
activity, harmonious life with nature.
Human rights and freedoms represent
one of the fundamental criteria for
the assessment of the degree of de-
mocratisation of the society;
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e The development of the society has
to be of an integral nature, which
would aggregate optimally the social
equity, economic development, and
ecological security. Standards of liv-
ing in parallel with economic produc-
tivity should be mandatory and based
on rational use of natural resources
and a healthy environment;

e Transparency of the state’s eco-
nomic activities, to remove barriers
to enter the market and to take meas-
ures for promoting competition, to
re-evaluate state budget priorities in
favour of sectors which are important
in a long-term perspective (health
care, education, science, culture);

e Elaboration and use of mechanisms
that would build an open and demo-
cratic civil society, instill security and
free development of the personality,
including of women and youth;

e The strategy must have a regional,
even local focus, touching upon lo-
cal problems and needs.

The success of Human Development
Strategy is likely to be contingent upon
the political stability and rooted demo-
cratic institutions in the country. Politi-
cal conflicts diminish a substantial part
of human capital that could be used more
efficiently in favour of enforcing condi-
tions for human development.

The implementation of the Human
Development Strategy calls for the estab-
lishment of external conditions — crea-
tion of an efficient framework for Moldo-
va’s cooperation with European and re-
gional structures, and for the establish-
ment of good relations with international
financial institutions. It also demands fa-
vourable internal conditions — a base for
ensuring partnership between the govern-
ment, trade unions, public organizations
and political parties, based on public sup-
port and long term national interests.

The final goal of the Human Devel-
opment Strategy is to strengthen the ca-
pacity of Moldova to develop its own way
to the 21% century, to allow the resolu-
tion of social problems, and to ensure a
successful economic performance and a
healthy environment.

CONCLUSIONS

Ten years have passed since coun-
tries in Central and Eastern Europe, in-
cluding the Republic of Moldova, began
their transition to democracy, a market
economy and civil society.

The Republic of Moldova, as a new
state in Europe, is at the initial phase of
national consolidation. The ‘nineties will
remain in the history of Moldova as the
transition decade, when the basis for real
freedom — both spiritual and economic
- was established. But for the people this
was a time of austerity and survival.

The transition has brought disappoint-
ments. Unlike in countries such as Po-
land or Slovenia, the weakness of the state
and the low level of political consent in
Moldovan society did not allow permit
the required regulatory role of the state
in mplementing reforms. In particular,
state systems, undergoing a deep crisis,
proved to incapable of initiating timely
structural reforms, of collecting taxes as
needed and of ensuring budgetary sup-
port of the poor strata of population.

Since crises usually aggravate inequal-
ity, the Government should have stimu-
lated private sector development to func-
tion as a shock absorber for unemploy-
ment, should have reorganized the sys-
tem of social assistance and should have
undertaken measures in order to protect
the poorest from economic shocks. Thus
far this has not happened.

Disappointment was generated also
by the property reform, based on rapid
mass-privatization by vouchers, oriented
towards granting everybody “equal start-
ing opportunities.” In reality, it did little
more than turn poor-quality assets over
to a large number of poor owners and
channel high-quality assets to the “agile
and connected.” The populist privatiza-
tion method and slow pace of reforms in
the agro-industrial sector (a key sector
of the national economy!) did not facili-
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tate the turnover to efficiently working
owners or good corporate governance of
enterprises, which in its  turn had an
extremely negative influence on the real
sector dynamics, its exporting possibili-
ties and the level of employment.

On the macroeconomic front, the ef-
forts to reduce inflation and the state
budget deficit were not so successful.
Non-compliance with the laws and deci-
sions of courts has also led to the state’s
inability to rein in the underground econ-
omy, which has greatly expanded, lead-
ing to a vicious circle of corruption, hid-
den firm activity, reduced public reve-
nues, and a dramatic wideningof the pop-
ulation’s income inequality.

Corruption not only causes severe
stress in the everyday lives of the coun-
try’s people but also stifles private eco-
nomic initiative and the development of
entrepreneurship as a driving force in a
market economy and a means of “self
rescue” during periods of hardship.

The low social efficiency of the re-
forms, the sharp income discrepancy and
drawbacks in distributing the fruits of eco-
nomic development (“newly rich” against
“newly poor”) have led to deepening and
to a critical shortage of state funds for the
support of public services, particularly for
primary health care and basic education.

As a result, there has been a consid-
erable worsening of all indicators of liv-
ing conditions. In 1998 the Human De-
velopment Index for the Republic of
Moldova, according to the estimations of
the DSAS, was equal to 0.697 (in 1993 it
was 0.718). The main components of HDI
for Moldova today are: global domestic
product per capita at purchasing power
parity — US$ 2042; life expectancy at
birth — 67.0 years; literacy adult popula-
tion — 94.6%. The Republic of Moldo-
va, in spite of the worsening of HDI in
the last years, still remains within the
group of states with a “medium level of
human development.” Among 174 coun-
tries included in the UN rating list (Hu-
man Development Report 1999) Moldo-
va is situated at the 104" place, having as
neighbours Albania, Tunisia, Indonesia,

El Salvador and other developing coun-
tries.

Lessons of 1998. The 1998 Report is
focused on key human development is-
sues through the prism of human securi-
ty. [lit is this year that the contrast be-
tween the declaration on the need to make
development people-centred and realities
of human insecurity were manifest. Ac-
cording to events, indicators and tenden-
cies which constitute the basis for the
current Report, the cardinal point is that
in this year in Moldova the “first round
of reforms” (from the crisis in 1991/92 to
the crisis in 1998) was finalized. As a
result, along with certain positive chang-
es (human freedom, liberalization of en-
terprises, privatization of land in rural
areas and of flats in urban areas, etc.),
have emerged real threats to existing hu-
man security, and to the quality of hu-
man life in the future.

It was in this year that the totality of
internal causes (protracted depression of
output, the growth of unemployment and
poverty, the collapse in the social sphere,
violence generated by the shadow econ-
omy and corruption), along with the fi-
nancial crisis originating from Russia —
the main economic partner of Moldova
— combined to put the country on the
verge of default. Official statistics regis-
tered a reduction in GDP by 8.6% and a
decrease in both industrial and agricul-
ture output by 11%. According to the
HBS, 46% of the population were poor.
Social inequality has deepened: the in-
come difference between the richest 20%
and the poorest 20% is a factor of 12.6
times (against 7.0 in 1993). Ten percent
of the “new rich” accumulated 47% of
the total consumption of the population,
while ten percent of the poor — 6%, re-
spectively. Problems appeared in health
care and education; nutrition has wors-
ened.

Reforms’ halting in 1996-1998 showed
quite obviously that even with apparent
success in macro stabilization, the lack of
real measures in restructuring the econo-
my will lead to excessive borrowing on
the external and internal markets and to



TRANSITION and HUMAN SECURITY

increasing state indebtedness. Servicing
of a big external debt ($1.3bn or 80% of
GDP) is distracting resources from solv-
ing the social problems and in these con-
ditions the main task is not so much hu-
man development but rather maintaining
human potential. The state’s internal debt
constituted 1.57bn lei (almost $200m) at
the beginning of 1999, and expenditures
for public debt service are at about 25%
of the total budget expenditures, while
the maximum admissible level is 7%.

The social results of inconsistent and
uncoordinated reforms proved to be quite
depressing. It should be stated that dur-
ing all these years social aspects of the
reforms have constantly been left as a sec-
ondary priority. According to the chosen
methodology of reform, the priority was
given to macroeconomic stabilization and
privatization. Efforts in the social sphere
had a fragmentary nature. Even after a
decade of transition, there is no com-
mon strategy for social reform.

In the end attention was drawn to
this aspect not only the Government, but
also by international institutions which
granted financial and technical assistance
to Moldova. The following confession is
characteristic: “Too often we have focused
too much on the economics, without a
sufficient understanding of the social, the
political, the environmental, and the cul-
tural aspects of society.” (James Wolfen-
sonn. A Proposal for a Comprehensive
Development Framework. World Bank,
January 1999)

The lessons of 1998 have freed the
country from illusions. Both for the Gov-
ernment and for the population it has
bcome clear that the path towards a so-
cially oriented market economy and pos-
itive results — both for the population
and for the state — will not be short. The
question has emerged about the need for
a new policy that would better fit the needs
of human security now and sustainable
human development in the near future.

From the tactics of survival to a strat-
egy of development. The next two to three

years may be decisive for the Republic of
Moldova and its population. Many thresh-
old indicators of theats to human securi-
ty have been already passed and any fur-
ther destruction of human potential is
extremely dangerous for the future of the
country.

The question is, which corrections
should be made to economic policy; how
is it ossible to improve the difficult social
situation in Moldova , and what actions
have the Parliament and Government tak-
en in this connection, or what are they
planning to do?

The year 1998 was the new Parlia-
ment’s first year in power along with the
newly appointed Government. They de-
clared their priorities as follows:

e Enhancing the responsibility of the
state for social results of reforms, re-
structuring the social sphere, target-
ing social assistance;

e Budget rehabilitation, fiscal system
improvement and collection of budget
revenues as well as contribution to
the Social Fund;

e Rehabilitation of the structural re-
forms in the real sector of the na-
tional economy; completion of agrar-
ian and land reforms; stimulation of
entrepreneurship;

e Fundamental reform of local ad-
ministration, with a view to more ef-
ficiently using regional resources —
human, natural and productive;

e Consolidation of state power in-
stitutes, guaranteeing the democratic
development of the society, rule of
law, rights and liberties of the citi-
zens;

e Approachement with Europe; de-
velopment of Moldovan society in ac-
cord with European standards, equi-
ty norms and human security.

It is already obvious that in the Re-
public of Moldova state institutions are
not robust enough to sustain the forces of
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transition. The expectations of the popu-
lation vis-a-vis the role of the state are
still unmet, for it is the state that was the
initiator of the reforms and it must there-
fore take responsibility for their results.
Solutions must be found in a strong legal
system and transparent public institutions
that work together with the private sector
and civil society to produce sustainable
development.

Such an approach should be based
on the increased responsibility of citi-
zens for the real state of public relation-
ships and of democratic institutions, for
development of local public administra-
tions, a network of NGOs, and involv-
ment of the population in settling the
problems of the society.

The active participation of the popu-
lation is extremely important, on the one
hand, in fighting corruption and, on the
other hand, for overcoming poverty. It
is precisely these two misfortunes that are
interrelated for the financial resources that
are laundered via corrupt channels rep-
resent the means that should be received
mainly by the poorest levels of the popu-
lation. Taking into consideration this fact,
for Moldova fighting corruption is an
absolute necessity by both legal and ad-
ministrative methods, by way of uniting
the efforts of the Government, business,
international community and groups with-
in civil society.

Anti-poverty policies should be part
of a new strategy for transition which
builds on a concept of human develop-
ment. Particular attention, in this case,
should be paid to targeted social assist-
ance by the state in order to increase the
capacities of the population to settle the
problems they face by themselves. For
this purpose it is necessary to provide le-
gal, fiscal and political support to small
and medium businesses, including rural
ones, to contribute to retraining man-
power and to enhancing labour mobility.

Moreover, it is important to establish
conditions that facilitate the inflow of funds
to branches providing for human devel-
opment. Efforts are required to enhance

human capital (education, health, freedom
of choice), which will have a positive in-
fluence in the future and can replace some
forms of exhaustible resources.

Human development cannot be ex-
pected to advance on a badly weakened
foundation of human security — social,
economic, political, and personal. Re-
sources of state are limited and therefore
must be focused on resolving the follow-
ing tasks: (i) poverty eradication, (ii) en-
larging employment, and (iii) protecting
socially vulnerable groups (children, dis-
abled, and solitary elderly).

Poverty alleviation should become the
main concern of decision makers. Poli-
cies in this field might combine two ele-
ments: active measures and passive ones
as envisaged in the National Program of
Poverty Eradication. In the first case the
accent would be placed on promoting
economic opportunities for poor people,
notably:

e creating new jobs;

e facilitating the access of poor to
the productive usage of assets;

e diversifying social service infra-
structure in rural arrears;

e cxpanding opportunities for the
more productive use of labour force
which poor people posses.

With regard to passive measures of
poverty alleviation, these measures would
be tailored to the programs of social
assistance and would consist of:

e monthly targeted cash benefits to
children, disabled, and numerous
families based on means testing;

e occasional social assistance (in cash
or in-kind) to socially disadvantaged
people.

In the field of employment, planned
activities should be aimed at improving
job and wages security through a package
of measures envisaged in the National
Program of Employment for 1999-2000.
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Among them are the following:

e stimulating job creation and pro-
duction capacity improvement;

e enhancing professional mobility of
the labour force and strengthening the
efficiency of labour market institu-
tions;

e removing small business and en-
trepreneurship barriers;

® improving protective measures for
lay-offs;

e simplifying procedures for initiat-
ing and registering entrepreneurial ac-
tivity;

e (re) training dismissed employees.

Social protection efforts would be
channelled to streamlining the social se-
curity network: firstly, pension plans,
health care and social assistance. The
main goal is to ensure each person the
basic forms of human and welfare securi-
ty. For this purpose the new system will
offer the opportunity of choice, while
benefits will be targeted primarily to so-
cially disadvantaged groups.

Moldova is granted a considerable
support from abroad for human develop-

ment. However, its existing usage is not
entirely effective. It is first necessary to
improve the coordination and control of
grants. Secondly, particular attention
should be paid to projects directed at con-
crete targets for human development, both
at national and regional (municipalities
and commune) levels.

Moldova is a European country and
the process of the country’s integration
strategy has been launched. Of importance
are the foreign policy initiatives, the har-
monization of legislation and administra-
tive practice with the European Union,
and the strengthening of democratic in-
stitutions. This fact engenders incentives
for civic consensus and transformation of
the Republic of Moldova into a civilized
country, politically stable, neutral and
open to international cooperation.

Today Moldova is facing a new stage
of social and economic transformation.
The human costs of the transitional proc-
ess over the past decade have been enor-
mous, and the time has come for alterna-
tive social policies, to a great extent ori-
ented towards improving the living stand-
ards of the population and sustaining
human development.

121



National Human Development Report

122

ANNEXES:

HUMAN DEVELOPMENT INDEX
AND ITS BASIC COMPONENTS

A. A Technical Note on the
Statistical Measurement
of the Human Development
Index in Moldova

Human development and its individ-
ual elements can be described by various
statistical instruments pointing to the
present level of development and to the
direction of social and economic chang-
es. Such instruments can be microindi-
cators (health, education, economic ac-
tivity, demographic situation of families,
income levels of family members and the
standard of living), or macroindicators
(GDP per capita and governmental sub-
sidies to services such as healthcare, edu-
cation, culture, social welfare, environ-
mental protection, etc.).

In order to render comparisons at the
international level, the Human Develop-
ment Index (HDI) was created to de-
scribe the level of human development in
an individual country as compared to oth-
er countries. This Index is used mainly as
a classification criterion for countries,
since it is too broad to describe the abso-
lute level of human development in a
country. It cannot be used as an exclu-
sive basis for suggesting specific actions
regarding social, educational, demograph-
ic, or healthcare policies.

1. Calculation of Human
Development Index (HDI)

The Human Development Index in-
cludes three main elements: life span,
education level and living standard. The
life span is measured by a person’s life
expectancy at birth. The education level
is the weighted arithmetic mean of the
population’s literacy degree (with a share
of two-thirds) and the coverage degree in
all levels of education (one-third). As a
yardstick for the living standard one uses

the per-capita gross domestic product
(GDP), computed by taking into account
the parity purchasing power in US dol-
lars.

Life expectancy in 1998 in Moldova
was 70.7 years for women, 63.2 years for
men, and 67.0 years average.

The gross coverage rate in education
is the number of students enrolled at an
educational level—regardless of whether
they are part or not of the corresponding
age group—as a percentage of the total
population in that age group. To men-
tion is that in this HDI the coverage rate
for educational institutions at all levels
(I, II and III) has been recomputed for
all previous years, to meet UNESCO rec-
ommendations (Statistical Yearbook, *97),
and take into account the current legisla-
tion. Thus, education level I corresponds
to the age group between 7-10 years (ac-
cording to the Law on Education, school-
ing in Moldova becomes mandatory upon
a child’s seventh birthday); level II to 11-
17 years of age, and level III to 18-22
years of age (for level III the standard
length of 5 years, recommended by
UNESCO, was used). As a whole, all
three levels are comprised in the age group
7-22. In previous reports the gross cov-
erage rate was calculated for the age group
7-24. In 1998 the coverage rate in edu-
cation was 73.4%, which was higher than
in 1997 (72.1% for men and 74.8% for
women).

The degree of a population’s literacy
is the share in the total population of
persons aged 15 and above who attended
or graduated from a school, or who
learned to read and write by other means.
The literacy rate in Moldova has been
for years 96.4%, and it is somewhat high-
er for men than for women — 98.6% and
94.5%, respectively.
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GDP per capita, computed by the
parity of purchasing power, uses official
exchange rates to convert the national
currency into US dollars, but it cannot
measure the relative internal purchasing
power of currencies. Therefore, the UN’s
International Comparison Project has
suggested that the GDP be computed in
real terms on an internationally compa-
rable scale, by using the parity of the pur-
chasing power as a conversion factor.
Moldova participated in multilateral com-
parison projects for 1993 and 1996, which
were part of the European Comparison
Program (a program implemented jointly
by DASS, Eurostat, the Romanian Na-
tional Statistics Commission, and the
Austrian Central Statistics Office). The
results of these projects were used to com-
pute the GDP per capita at purchasing
power parity (PPP) for the period between
1993 and 1998. It should be noted that
PPP for 1993-1995 has been recomputed
to include the changes made in the 1996
methodology.

For Moldova, in 1998 the HDI com-
ponents were as follows:

Life expectancy 67.0 years
Literacy 96.4
FEducation coverage 73.4

Per capita GDP at PPP 2,042 US$

Each component is being compared

to the following fixed minimal and max-
imal values set by UNDP: 25 and 85 re-
spectively for life expectancy, 0 and 100%
for literacy, 0 and 100% for education
coverage, 100 and 4,000 US dollars for
GDP per capita. For the first three com-
ponents, the difference between the real
and minimal value divided by the differ-
ence between the maximal and minimal
value gives as a result an index, that is:

Life expectancy index:

(67.0 - 25) / (85 - 25) = 0.700
Literacy index:

(96.4 - 0.0) / (100.0 - 0.0) = 0.964
Education coverage index:

(73.4 - 0.0) / (100.0 - 0.0) = 0.734

Education level index, computed from
the two previous indices:

(2x0.964 + 0.734) / 3 = 0.887

The GDP per capita index is being
computed according to a new method set
by UNDP this year—the difference be-
tween the real value logarithm and the
minimal value logarithm is divided by the
difference between the maximal value log-
arithm and the minimal value logarithm:

GDP per capita index:

(log2042 - 10g100) / (logd000 -
log100) = 0.503

Table A.1.
Human Development Index (HDI)

1993 1994 1995 1996 1997 1998
GDP per capita in:
- lei, current prices 505 1313 1798 2167 2441 2411
- dollars at purchasing power parity 2935 2975 2105 2128 2207 2042
Literacy among adults (%) 96,4 96,4 96,4 96,4 96,4 96,4
Gross education coverage at all education levels (%) 71,7 70,2 71,1 71,8 72,9 73,4
Life expectancy at birth (years) 67,5 66,1 65,8 66,7 66,6 67,0
Indices
- gross domestic product 0,564 0,566 0,508 0,510 0,517 0,503
- education 0,881 0,877 0,880 0,882 0,886 0,887
- life expectancy 0,708 0,685 0,680 0,695 0,693 0,700
Human Development Index (HDI) 0,718 0,709 0,689 0,696 0,699 0,697

123




National Human Development Report

The human development index, com-
puted as the average of the three main
elements with equal weight, is as follows:

(0.700 + 0.887 + 0.503) / 3 = 0.697

For the national human development
reports for 1995-1998 the GDP per cap-
ita index was computed by a different
method: GDP per capita, if it exceeded
the world average (computed every year
for the world report) was adjusted on the
basis of a downward scale, and the max-
imal adjusted value was computed by
UNDP for each year separately.

After recomputing HDI for 1996 by
using for all indices the values appropri-
ate for 1996, and by applying the new
computation methodology, the obtained
value for the HDI was 0.696 rather than
0.629 from the last National Report.

The same principles were used to rec-
ompute HDI for Moldova for 1993, 1994,
1995, 1996, and 1997.

2. HDI in Moldova versus
other countries.
For the purpose of international com-

parison countries fall into the following
groups:

high human development countries:
HDI > 0.800;

Table A.2.
CIS countries ranking by HDI and per capita GDP (PPP)
Country ranking by:
HDI Per capita GDP
by PPP

Armenia 99 123
Azerbaidjan 110 138
Belarus 68 79
Georgia 108 141
Kazakhstan 93 104
Kyrgyzstan 109 127
Moldova 113 136
Rusia 72 77
Tadjikistan 118 161
Turkmenistan 103 120
Ucraine 102 118
Uzbekistan 104 117
Informatively:
Romania 74 78

moderate human development coun-
tries: 0.501 < HDI < 0.799;

low human development countries:
HDI < 0.500.

The 1998 World Human Develop-
ment Report comprises the most recent
data for international comparison
(UNDP, Human Development..., 1998).
The data in this report refer to 1995, and
in most of the cases they are lower than
the official data released by the Moldovan
government. Such underestimation has
been influenced by two main factors: gross
coverage rate in education and GDP per
capita. The authors of the computations
in the human development reports are
UNDP experts, while the data used were
obtained from UN agencies, World Bank
agencies, and from other international
organizations.

According to human development
index, Moldova ranked among the 174
surveyed countries as follows: 75 in 1994,
81 in 1995, 98 in 1996, 110 in 1997, 113
in 1998, and 104 in 1999.

The gap between Moldova and the
first 20 countries is large: over 0.3 HDI
points. To mention is, that the 20 coun-
tries include all of Western Europe (ex-
cept for Portugal and Spain), the Scan-
dinavian countries and five other non-
European countries: Canada, United
States, Japan, New Zealand, and Aus-
tralia. The first four places are taken by
Canada, Norway, the United States and
Japan. The Canadian Human Develop-
ment Index is 0.932, which is 1.4 times
the Moldovan HDI. Thus, in order to
clear all the flaws in human development
Canada needs to improve by 6.8%, while
Moldova needs to improve by 31.7%
(World Human Development Report,
1999, p.134).

From a human development view-
point, Moldova can be compared to Kyr-
gyzstan (97), Azerbaijan (103), Tajikistan
(108). Like all CIS countries, Moldova
ranks among the countries which have a
moderate level of human development
(HDI between 0.500 and 0.799).
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It is interesting to compare the CIS
countries by their HDI and GDP per
capita values (PPP).

The GDP per capita in Moldova is
much lower than in other CIS countries.
However, although by HDI Moldova
ranks the last but one among the Com-
monwealth countries, by per capita GDP
it ranks the 9t.

Education

The changes that took place in
Moldova have affected education, too.
Privatization did not leave the education
system untouched, and especially higher
education (level III). Last year 32 private
colleges and universities were part of a
total body of 94 higher education institu-
tions. One in every six university students
studies in a private institution. In line with
that, schools (both primary, gymnasiums”,
and lyceums™™ ) and secondary-level vo-
cational education have been practically
by-passed by the tendencies to private
education. (Private institutions made up
respectively 1.2% and 6.9% of schools,
and comprised 0.4% of students at each
of the two levels.)

At the beginning of school year 1998-
1999, there were 789.4 thousand school
and university students — which was
73.4% of the school-age population (aged
between 7 and 22) — enrolled in a form
of professional training. Thus, one in every
five people living in the country is en-
rolled in organized education. As com-
pared to previous years, the gross cover-
age rate in education increased somewhat,
although the total number of school and
university students decreased by more than
120 thousand.

In the basic (mandatory) education
system — both primary and secondary —
the coverage rate in 1998-1999 was 92%:
in primary education 96% (grades 1
through 4) and 89.4% in partial second-
ary education (grades 5 through 9).

The coverage rate in optional educa-
tion is less than half (45.5%) of the peo-
ple aged between 16 and 22, of which
33.4% are in universities (age 18-22).

Last year in Moldova there were 1,549
schools, gymnasiums and lyceums hold-
ing a total number of 650.7 thousand stu-
dents. The share of gymnasium students—
as compared to the previous year—in the
total of students has remained at 21%,
while the share of lyceum students in-
creased more than twice to 16%. Colleg-
es also have lyceum students, and under
pedagogy colleges there are enrolled pri-
mary-school students.

Of the total number of educational
institutions 18 are private (3 primary
schools, 2 general secondary schools, 2
gymnasiums and 11 lyceums). They teach
2.7 thousand students, which is 0.4% of
the total number of students (in 1997 this
figure was 0.3%). The fee for a year of
study in a private school varies between
1000 and 4000 lei.

Some negative trends in education
have continued. At the beginning of the
1998-1999 school year every second
school needed profound renovation (every
third in 1997-1998), and 110 schools (7%)
were unusable.

Only half of the general secondary
schools, gymnasiums and lyceums have
computer rooms. There are 10.5 thou-
sand work places equipped with comput-
ers, which means a distribution of 60 stu-
dents per one computer-equipped work
place. More than a quarter of schools have
no gyms, and only 14 (0.9%) have swim-
ming pools. Only one-third of the total
number of students has access to warm
meals.

Financial problems conditioned the
dissolution of extracurricular institutions in
the country (technical skills development
houses; stations for young technicians, hik-
ers, naturalists and other). The number of
children’s libraries diminished by a third
(from 304 to 206) in the last 6 years.

* In Moldova gymnasiums are specialized schools from the 5th to the 9th grade (t.n.).

** In Moldova lyceums can be compared to lyceums in the US and comprise grades 9 through 12 (t.n.).
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At the beginning of 1999 there were
87 secondary vocational schools in the
country, which trained 32.5 thousand peo-
ple; 4% of the students were paying for
their studies. The fee in such institutions
varies between 250 and 2,300 lei per year,
and the average per student is 1,148 lei.

The reform in the vocational educa-
tion system created multi-profiled insti-
tutions that provide wide professional
training and general lyceum education.
Currently there are 52 institutions of this
kind, which teach 26.3 thousand people
(81% of the total).

Budgetary stipends are granted to 65%
of the students in state-owned vocational
schools. An average stipend is 41.5 lei per
month.

At the beginning of the 1998-1999
school year in Moldova there were 56 col-
leges, which taught 29.7 thousand stu-
dents—i.e. 81 students per 10,000 of pop-
ulation. One in every three students is pay-
ing for his education (last year this ratio
was one in every four). In the 37 state-
owned colleges there are 5,000 students
(19% of the total) who are paying for their
studies. Budgetary stipends are awarded
to 41% of the total number of college stu-
dents (full time), and the average amount
of a stipend is 44 lei per month.

At the beginning of the 1998-1999
school year in Moldova there were 38
higher-education institutions, which
taught 72.7 thousand students, or 199 stu-
dents per 10,000 of population (in Ro-
mania this ratio is 157/10,000). As com-
pared to the previous year there are 10
more higher-education institutions in the
country (8 private, 1 foreign and 1 fund-
ed by joint ventures), and there are 11%
more higher-education students.

Every second student is paying for his
studies. In the 13 state-owned higher-ed-
ucation institutions 20.3 thousand people
(34%) are paying for education. The fee
for a year of higher-education varies on
average between 1,300 to 4,000 lei; in pri-
vate institutions the fee varies between
1,900 and 4,800 lei. Of the total number

of students in state-owned higher-educa-
tion institutions 43% are granted budget-
ary stipends; an average stipend is 56
lei. Through the Ministry of Education and
Sciences, 10,700 Moldovan citizens study
abroad, the majority (88%) studying in
higher-education institutions in Romania.
The transition period also changed the
way young people choose their education.
Education patterns vary depending on the
education level. Thus, of the total voca-
tional school students, 80% have gone
through gymnasium education, 19% have
graduated from general secondary schools,
and 1% have graduated from lyceums.
Among college students, 80% have gradu-
ated from lyceums and general secondary
schools and 20% from gymnasiums. In
undergraduate institutions, 74% of students
are graduates of lyceums and general sec-
ondary schools, while one in every five is
a graduate of a college and only 2% have
graduated from vocational schools.

The most popular are schools that
train lawyers and economists (19%), then
come medical training (14%), psycho-
pedagogy (10%). The following are the
fields which have been most popular with
applicants to higher-education institu-
tions: law (24%), economics (22%), phi-
lology (10%), and psycho-pedagogy (7%).

Now one has to tackle the problem
of employment for young graduates, since
oftentimes they join the ranks of the un-
employed. Of the total number of unem-
ployed registered with employment offices
last year, 7.9% were graduates of gymna-
siums, general secondary schools and lyc-
eums; 3.2% and 3% were respectively
graduates of vocational schools and high-
er-education institutions. Unemployment
among young people (aged 15-24) was
18.3% in 1998, which was much higher if
compared to other age groups and twice
as high if compared to the country aver-
age (9.4%).

Gross Domestic Product

The gross domestic product was esti-
mated in 1998—in comparable circum-
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stances—to be 8.6% smaller than in 1997
(in 1997 it was 1.6% higher than in 1996).
The total gross added value was by 10.3%
lower than in the previous year; by 4.2%
in agriculture, 10.6% in industry, 17% in
construction.

By analyzing the contribution of var-
ious branches of the national economy
to the total GDP one can see a higher
share taken up by net taxes on output
and imports (by 1.6% more than in 1997)
to the detriment of services, which has
shown a decrease from 39.8% in 1997 to
37.6% in 1998. The total contribution of
goods has remained relatively stable
(46.2% in 1997 and 46.8% in 1998).

There has been a 5% increase in the
structure of total final consumption over
the two years. The highest share of GDP
accounts for the final household consump-
tion, which has grown by 16.5%, while
the final consumption share of public and
private administration has decreased from
29.8% in 1997 to 18.3% in 1998. Gross
build-up of fixed capital has increased its
contribution by 2%.

As a consequence of ongoing privati-
zation in the economy and the operation
in the private sector of facilities of some
importance from the viewpoint of their
production potential, the share of this
sector in the GDP in 1998 reached 56%,
while public ownership acounted for 30%,
of which the state’s share was 20%.

The per-capita gross domestic prod-
uct has been 2,411 lei at current prices

(2,441 in 1997), which is 91.4% of its value
in the previous year.

Table A.3.

GDP components

million lei at changes if compared
current prices to the previous

year, %*

1997 1998 1997 1998

Total gross added value 7665 7435 1,5 -10,3
Agriculture, hunting

and forestry 2312 2148 12,0 -4,2

Industry 1803 1970  -10,8 -10,6

Construction 422 382 -15,9 -17,0

Other 3128 2935 -0,3 -13,6

Net taxes on production and imports 1252 1369 1,9 1,2

Gross Domestic Product 8917 8804 1,6 -8,6

*Annual rates have been computed based on comparable prices

(previous year prices).

Table A.4.

Structure of GDP by resource category and utilization, (%)

1997 1998
Goods production—total 46,2 46,8
of which:
agriculture, hunting and forestry 26,0 24.4
industry 20,2 22,4
Services 39,8 37,6
Net taxes on production and imports 14,0 15,6
Gross Domestic Product 100 100
Total final consumption 97,3 102,3
household final consumption 67,5 84,0
final consumption by public and private
administration 29,8 18,3
Gross build-up of fixed capital 19,9 21,9
Variation of stocks 3,9 4,0
Net exports -21,1 -28,2
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B. TABLES. Selected Indicators of Human Development

B.1. Main demographic indicators

1990 1995 1996 1997 1998

Total population (thou. people) 4366,3 4334,4 4320,0 4304,7  4293,0
Males (thou. people) 2082,0 2071,0 2064,5 2057,5  2052,0

% of the total 47,7 47,8 47,8 47,8 47,8
Urban population (thou. people) 2073,6 2004,1 1995,3 1987,3  1976,0

% of the total 47,5 46,2 46,2 46,2 46,0
Population structure by age:

Below working age (%) 29,7 28,6 28,2 27,6 27,4

Working age (%) 54,9 55,6 56,0 56,4 56,5

Pension age (55 for females,

60 for males), (%) 15,4 15,8 15,8 16,0 16,1
Ratio of dependents unable

to work (due to age)

per 100 working people 82,0 79,8 78,4 77,2 77,0
Annual growth (thou. people) 4,7 -13,5 -14,4 -15,3 -11,7
Annual growth rate (%) 0,1 -0,3 -0,3 -0,4 -0,3
Natural growth (thou. people) 34,7 3,4 2,1 0,2 -0,9
Live births (thou. people) 77,1 56,4 51,8 51,3 46,8
Total fertility rate 2,39 1,76 1,60 1,67
Marriages (thou. people) 40,8 32,8 26,1 26,3 25,7
Divorces (thou. people) 13,1 14,6 13,4 13,4 13,0
Deaths (thou. people) 42,4 53,0 49,7 51,1 47,7
Total number of deaths by cause (%):

Circulatory disorders (of the blood system) 43,1 46,6 50,2 52,1 52,7

Malignant tumours 13,5 10,7 11,5 11,0 11,9

Accidents, injuries, poisonings 10,5 9,4 9,4 9,0 9,0
Births (thou. people) 1,5 1,2 1,1 1,0 0,8
Life expectancy at birth (years) 68,5 65,8 66,7 66,6 67,0

Males 65,0 61,8 62,9 62,9 63,2

Females 71,8 69,7 70,4 70,3 70,7

Per 1000 people

Natural growth 8,0 0,8 0,5 0,0 -0,2
Birth rate 17,7 13,0 12,0 11,9 10,9
Mortality rate 9,7 12,2 11,5 11,9 11,1
Marriage rate 9,4 7,5 6,0 6,1 6,0
Divorce rate 3,0 3,4 3,1 3,1 3,0
Infant mortality rate (per 1000 live births) 19,0 21,2 20,2 19,9 17,8
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B.2. Human Development Index

Life Adult Combined first, Real GNP Life Education GDP Human
expectancy | literacy second and third-|  per capita expectancy index index development
at birth rate (%) level gross (PPP$) 1998 index 1998 1998 index
(years) 1998 1998 enrollment ratio 1998
(%), 1998
67.0 96.4 73.4 2042 0.700 0.887 0.503 0.697
B.3. Human Development Profile
Life Population with access t0: Dlaily I_Adult Enroliment I(De_riodicals '(I'V_-sets Gross Gross
expec- : calories| literacy | ratio for all | (Pleces per| (pieceés | pomestic | National
tancy Hce;gh V?;feer Sa(r;ga supply | rate levels | capita)1998| per 100 | product per| Product
at birth per 1998 0 persons) capita
(years) (%) (%) (%) capita (%6)1998 1998 GBP (GNP? per
loos. | 1998 | 1098 | 1998 | [gog (GDP) capita
US$ (US$)
1997 1997
67.0 100 1980.3 96.4 73.4 136 15 2207 545
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B.4. Human Development Index

Life Infant Adult literacy | Enrollment llliterate llliterate Children not Children
expectancy att mortality rate | rate (%) 1989| ratio for all adults (age | females (age| in primary dying before
birth (years) | (per 1,000 live levels (%, | 15 and above] 15 and above school age five
births) age 7-22) millions) millions) (thousands) | (thousands)
1998 1989 1989 1998 1998
1959 | 1998 | 1960| 1998
68.1 | 670| 482 17.8 96.4 71 0.1 0.09 11.0 1.1
B.5. Child Survival and Development
Pregnant women | Low birth-weight | Maternal mortality | Infant mortality rate Under-five Mothers breast

aged 15-49 with
anaemia (%) 1998

infants (%) 1998

rate (per 100,000
live births) 1998

(per 1,000 live
births) 1998

mortality rate
(per 1,000 live
births) 1998

feeding before 6
months (%)
1998

48

36.3

17.8

23.5

66

B.6. Health Profile

One-year-olds fully
immunized against

Cases (per 100,000 people

of

Population per

Public expenditures on hea
and social assistance

Tuberculosis Measles AIDS Malaria 1 doctor 1 nurse % of GNP % of GDP
(%) 1998 (%) 1997 1998 1998 1998 1998
99.3 92.7 0.09 0.09 246 105 10.8 11.1
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B.7. Food security

Food production,  Agricultural Food Daily calories Food imports | Cereal imports Food aid
per capita index production consumption per capita (as % of total (thousands of in cereal
(1985=1000) (as % of GDP) | (as % of total 1998 import) metric tons) (thousands
1998 personal 1998 1998 of metric tons)
consumption) 1998
1998
56 26 69.72 1980.3 2.0 13.5 0.7
B.8. Education imbalances
Pupil-teacher ratio Enrolment in| Enrolment in Students Public expenditures on
secondary | the natural and abroad
technical technical (as % of those
_ education science at home) _ _ _ _
Primary | Secondary| (aso4 ofthe| education, 1998 Education| Education | Primary High
1998 1998 total level 3 (as % (as % of (as % of and education
enrolmentin!  of the total GDP) total secondary (as % of all
secondary | enrolment in 1997 government | education|  levels)
education) education, expenditure)| (as % of 1997
1998 level 3) 1998 1997 all levels)
1997
22 47 6 9 10 24.7 57.9 13.5
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B.9. Employment

Labour force * Women'’s share of adult Percentage of labour force in Earnings per employee annual
(as % of total labour force (age 15 and _ _ growth rate (%)
population) above;%) Agriculture Industry Services
and forestry
1997 1997 1965 1997 1965 1997 1965 97 1970-1980 1993-1998
45 53 57.1] 415 128 116 301 46.9 103 152

*population employed

B.10. Welfare, Poverty and Social Investment

Gross GDP per capita Income share Social security Public expenditure on
domestic (US$) benefits
product per 1997 Lowest 40% Ratio of highest expenditure Education (as| Health care
capita of households | 20% to lowest 20% (as % of GDP) % of GDP) (as % of
(PPP$) (%) 1997* 1997 GDP)1997
1998
2207 528 13.6 12.6 12.4 10 6

* of budgetary and extra- budgetary resources
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B.11. Resources Flow Imbalances

Total external debt Debt service ratio Export-import Terms of trade Current account
(debt service as % qf  ratio (exports as % of (1997=100) balance before officia
US$ millions % of GDP exports, of goods imports) 1998 1998 transfers
1997* 1997 and services) (US$ millions)
1998
1226.04 63.6 17.2 61.7 111.1 391.6
*Source: Balance of Payments
B.12. Urbanization
Urban population Urban population annual The biggest city
(as % of total) growth rate
City Population (as % Growth rate (%)
of total urban
population) 1998
1960 1998 2000 1960-1998 1998-2000 1970-1975 1990-1998
23 46 46 2.85 -0.50 Chisinau 34 4.6 -0.20

ALTINDdS NVINNH PUe NOILISNVYIL



rel

B.13. Demographic Profile

Estimated population Annual population Rural General General General | Contraceptive
(millions) growth rate (%) population birth rate death fertility prevalence rate
1960 | 1998 2000| 1960-1998  1998-200D (as % of total)| 1998 rate rate any method (%)
1998 1998 1997 1998
3.0 4.3 4.3 0.85 -0.45 54 10.9 11.1 1.67 27*

* inclusiv femeile luate la evidentd care folosesc contraceptiile prin metode intrauterine si bucale; in % din numadrul femeilor in varsta de 15-49 ani

B.14. Natural resources

Land Forest | Arable | Irrigated | Deforestation| Reforestation Production of fuel Internal Annual fresh water
area and land land (as | (1,000 ha per (1,000 ha pef wood and renewable| withdrawals 1995
(1,000 | wood- | (as % of | % of year) year) charcoal (1,000 water
km3) lands land arable m3 per year) resources| % of | per caita
1998 | (as % of | area) land) per capita| water
land 1998 | 1998 1992 | 1997 | (1 000 m3| resources
area) per year) m3
1998 1995
33.8 12.5 53.5 16.9 15 3 194 237 1.7 27* 4631

*estimates
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B.15. National Accounts

GDP Share in GDP Consumption | Gross domestiq  Gross Nettaxes| Public | Exports| Imports
(US$ investments internal on administra| (as% | (as %
billion) | Agric | Indus| Ser- | Private| Govern-| (as % GDP) savings | production -tion of of
ulture | try | vices| (as% | ment (as % of | and import| expendi- | GDP) | GDP)
(as%| (as %| (as %| of (as % GDP) (as % of ture
of of of GDP) of GDP) (as %

GDP) | GDP) | GDP) GDP) of GDP)

1997 | 1997| 1997 1997 1997 1997 1997 1997 199y 1997 1997 1097
1.9 26.0 | 20.2] 39.8 56.2 20.3 13.5 10.4 14.0 6.3 53.2 74.4

B.16. Trends in Economic Performance

GDP GDP annual Average monthly | Commercial energyy, Commercial energy Overall budget
(USS$ billion) growth rate inflation rate use (kg of oll imports surplus/deficit
(%) (%) equivalent per (as % merchandise (as % of GDP)
capita) export)
1997 1993-1997 1991 1998 1998 1998 19938 1997
1.9 -10.15 7.9 141 203 50.6 7.5(-) 7.5(-)
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Abbreviations Used in this Paper

ASEM - Academy of Economic Studies of Moldova

ASM - Academy of Sciences of Moldova

EBRD - European Bank for Reconstruction and Development

HBS - Household Budget Survey

WB - World Bank

NBM - National Bank of Moldova

CASE - Center for Social and Economic Research, Warsaw

CISR - Center for Strategic Studies and Reforms

CSP - Scientific and Practical Center for Public Health and Sanitation
Management

CSPP - Center for Ulrket Problems Research

DSAS - Department of Statistical Analysis and Sociology of the Republic
of Moldova

IF - “Increderea” Foundation

MER - Ministry of Economy and Reforms of the Republic of Moldova

MES - Ministry of Education and Science of the Republic of Moldova

MLSPF - Ministry of Labour, Social Protection and Family of the Republic

of Moldova

ILO-CEET - International Labour Office — Central and Eastern European Team
UNDP - United Nations Development Programme

USAM - Arts State University of Moldova

USLM - Slav University of Moldova

ULIM - International Free University of Moldova

136



TRANSITION and HUMAN SECURITY

Bibliography

1 United Nations Declaration on Human Rights, Dec. 10, 1948.

2 Human Development Report for Central and Eastern Europe and the CIS, 1999.

3 Human Development Report, 1994.

4 Andre de Peretti, “Educatia in schimbare”, Tasi, 1996.

5 Baloiu L., Angelescu A. “Protectia mediului ambiant”, Bucharest, 1995.

6  Batrancea 1., Batrancea M., “Analiza riscului de tara”, Tribuna economica.
Bucharest, No.12, 1999.

7  Cantemir A., “Dihotomia programelor sociale in tranzitie: Cazul Moldovei”,
Conference “Economic Reforms in Moldova and Romania: Progress, Tendencies
and Problems”, Chisinau, 1998.

8  Cantemir A., “Financial Impact on Social Security Nets: Case of Moldova”,
Conference “Economic Reforms in the Republic of Moldova: Tendencies
and Difficulties”, IREX, Chisinau, 1999.

9  Carasciuc L., “Economia tenebra si politica statului cu privire la aceasta”, Institute
of Economic Information, Chisinau, 1998.

10 Carasciuc L., “Shadow economy as an Offset of the Inefficient Formal Economy”,
Academy of Sciences of Moldova “Economie si Sociologie”, No.10,Chisindu, 1998.

11 Carasciuc L., “Corruption as a Driving Force of Shadow Economy”,
Revista Economica, Editie speciala, Chisinau, 1999.

12 “Republic of Moldova: Key Problems and Strategic Priorities for the National
Economy Development”, CISR Study, Chisinau, July 1997.

13 “Republic of Moldova: Strategy for Development”, CISR Study, Chisinau, 1998.

14 “Moldova in transition, Economic Survey”, Nr.2, Nr.3, CISR, Chisinau,
November 1998, April 1999.

15 “Conceptia invatamantului in Republica Moldova”, Chisindu, 1994.

16 “Criminalitatea organizatd si economia tenebra in Republica Moldova”,
Conference held on February 1999, ARC, Chisinau, 1999.

17  Dimitrenko S., “Autoangajarea in campul muncii: aspectul social”, Express/
Information, ICSITE, 1998.

18  Galaju 1., Toma A., “Securitatea economica a statului in conditiile actuale”,
“Reformele economice in Republica Moldova: realizari, tendinte, probleme”, 1998.

19  Globalization and Development. A Critical Appraisal of the UN Human
Development Report, 1997.

20  Gudim A., “Securitatea economica si politica externa”, International Scientific
Simposion “Moldova, Romania and Ukraine: Aspects of Security
and Regional Collaboration”, Chisinau, October 1997.

21 Gudim A., “Seven years - the first round of reforms in Moldova”, South East
Europe Review, Baden-Baden, April 1999.

22 Guslikova N., “Piata muncii: formarea, managementul in mediul instabil”,
Privire informationala, Chisinau, 1998.

23 “Strategic Guidelines of the Social-Economic Development of Moldova till 2005,
Government of the Republic of Moldova, Chisinau, November 1998.

24 Gutu I., “Republica Moldova: Economia in Tranzitie”, Litera, Chisinau, 1998.

25 Imbrogno Salvatore, “Democratizarea, privatizarea si transformarea in noile state

independente: cazul Moldova”, Economic Review, International Center
of Research on Economic Reforms, No. 1, Chisinau, 1999.

137



National Human Development Report

138

26

27

28

29

30

31

32
33

34

35

36

37

38
39

40
41

42

43

44

45

Keune Maarten, Orlova Nina “The Deepening Social Crisis and Poverty
in Moldova: An Analysis of Income, Consumption, and Nutrition in the 1990s ”,
South East Europe Review, Baden-Baden, April 1999.

Law on Education, Chisinau, 1995.

“L’enseignement secondaire du Europe: probllmes et perspectives”, Conseil
de I’Europe, 1997.

Ministry of Environment, State Ecological Inspectorate “Raport privind calitatea
factorilor de mediu din Republica Moldova si activitatea Inspectoratului Ecologic
de Stat in anul 1998”, Chisinau, 1999.

“Moldova: Poverty Assessment”, World Bank Study, 1999.

“Programul National de dezvoltare a invatamantului in Republica Moldova
1995-2005”, Chisinau.

“Moldovan Economic Trends”, Quarterly Issue, TACIS, Chisinau.

Rojco A., “Veniturile banesti ale populatiei si problemele perfectionarii politicii
de stat de reglementare a acestor venituri in Moldova”, ICSITE, Chisinau, 1999.
Rojco A., “Perfectarea dirijarii de stat a proceselor de diferentiere sociala

a populatiei din Republica Moldova”, ICSITE, Chisinau, 1999.

Rojco A., Gavrilita V., Stremenovckaia Z., “Minimul de existentd: metodologia
determinarii lui si calcularea marimii pentru diverse grupuri ale populatiei
Moldovei”, ICSITE, Chisinau, 1998.

“Sanatatea publica in Moldova 1998”, CSP, Chisinau, 1999.
“Situatia social-economica a Republicii Moldova in 1998, DSAS, Chisinau, 1999.
“Statistical Yearbook 1998”, UNESCO.

Stratulat O., Rojco A., “Asigurarea sociala in Republica Moldova: situatia
la momentul actual si principalele cai de reformare”, Chisinau, 1998.

Teleuta A., “Conservarea diversitatii biologice (manuscris)”, Chisindu, 1999.
Zabulica V., “Alimentatia populatiei este o problemad de prima importanta”,
Academy of Sciences of Moldova “Economie si Sociologie”, No.2, Chisinau, 1998.
“Femeile si barbatii Moldovei”, Anuar statistic succint. Departamentul Analize
Statistice si Sociologie al Republicii Moldova, Chisinau, 1999.

“Evolution of the Moldova’s Economy: Opportunities for the European
Integration”, International Simposium, 28-29 January 1999, TACIS Project
“Support of Economic education in Moldova” and Association of Economists
of Moldova, Chisinau, 1999.

“Anuarul statistic al Republicii Moldova. 1997”, Departamentul Analize Statistice
si Sociologie, Chisinau, 1999.

“Republica Moldova in cifre, 1998, Departamentul Analize Statistice si Sociologie,
Chiginau, 1999.



