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Over a six-week period, the team of experts from the IDIS Viitorul in Chisinau implemented desk
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CSOs, international donors and the EC delegation on the main obstacles to the optimal use of ENPI
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Executive Summary

Since the European Union declared its intent to build up “a ring of friends” along its borders, its
targeted European Neighborhood Policy (ENP) is expected to serve to this goal by providing an
enabling framework of cooperation and dialog, and, specifically for those countries that see their
future inside the EU, to allow convergences and synergies. Some of these countries, like Moldova
and Ukraine, look much beyond a simple contractual agreement on cooperation and partnership.
Unlike other Mediterranean or Caucasian states, they aim to be the integration frontrunners.
Moldova was the first country to conclude and implement an Action Plan with the EU, aimed to
promote economic growth, sustainable development, fight poverty, and adapt its governance via
legislative approximation, regulatory convergence and institution-building.

The purpose of this evaluation is to provide an independent assessment of the practical use of the
European Neighborhood Partnership Instrument (ENPI), which the EU offered to a number of
countries—Armenia, Azerbaijan, Georgia, Moldova, and Ukraine—starting in 2007. Assuming that
the way that this program has been implemented shows both the advantages and weaknesses of EU
policy towards its immediate eastern neighbors, a thorough review of the results so far and the funds
disbursed or absorbed, compared across the countries should provide an excellent tool to audit ENPI
aims and means. Part of a multinational research initiative, this evaluation assesses the practical
impact of the actions and policies undertaken, while highlighting the main problems of European
Neighborhood Policy (ENP) neighbors in their efforts to modernize their countries. It explains
existing procedures and their application in the planning, use and monitoring of ENPI funding to
Moldova, emphasizing the distinct role that CSOs can play in this process.

Monitoring and evaluating current ENPI programs in Moldova is certainly a difficult task, but one
which must be undertaken in order to improve the current situation. Although a relatively new
instrument, the ENPI is already known for its comparative advantages over TACIS, the EU’s
previous instrument, and for its greater flexibility and potential to assist national governments
through its budget support instrument. However, when the EC supports legislative reform and
approximation through the Twinning and TAIEX instruments, obvious obstacles arise, related to
national absorption capacities or to unstable environments, which clearly affect the performance of
domestic counterparts.

Since monitoring ENPI funds is not yet regular practice in Moldova, it was quite difficult to collect
the necessary data from the variety of actors, sources and authorities that are charged with this task.
Public opinion is shaped up by a general ignorance of the structure of this funding and lack of
cooperation among stakeholders to raise the profile of ENPI funding. Many opportunities were lost
in previous years, raising the risk that the importance of European support for a democratic state and
functional market economy in Moldova will be diluted.

Moldovan experience shows that priorities for the Country Strategy Paper within the ENPI are
generally set by Government officials, assisted by EC Delegation officials, and are often determined
by mid-term policy preferences among national agencies. This excludes civil society, business and
other non-state actors (municipalities, academia and business) from the priority-setting process,
which has a negative impact on the overall quality of monitoring and evaluation, as implementing
agencies generally treat the participatory aspect without enthusiasm. Although the European
Commission acknowledges the important role of civil society, and attempts to define a number of
entry points for active civil groups (CSOs), the latter are not responsive enough and even
disinterested, so their valuable expertise remains unexploited.

The largest share of the national component of ENPI support is delivered through budget support.
This is not seen as entirely positive sign by civil society actors since they were not consulted
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regarding policy priorities or the selected sectors to be supported. CSOs view it as an ad hoc
selection of priorities in a process in which they have been left out. Limited efforts were directed at
enhancing the quality of available data about ENPI program implementation in Moldova but the
results remained unclear.

Lack of appropriate monitoring mechanisms prevents interested actors from having a stronger
impact on ENPI programs and does contribute in fact to the ENP main principles. Civil society
participation in monitoring and evaluation of ENPI fund use is limited to formal attendance by a
single representative of a CSO who has been not appointed to the existing budget support Steering
Committee from major civil society associations or annual forum networks. This seems to be a
counterproductive policy.

As a general conclusion, civil society is mostly absent at the EC programming level in Moldova,
limited at the implementation level, and largely ignored at the evaluation phase. It seems imperative
that each of the active players — the EC, the national government and civil society — engage in a pro-
active effort to overcome the existing obstacles to effective instruments for reform and change in
Moldova. We have identified a number of policy recommendations for various counterparts in
charge with implementing the ENPI.

Recommendations

The Moldovan Government should establish and develop a more open and effective means for
consulting with civil society as a participant on a mandatory basis. This would offer ordinary
Moldovans reliable information about ongoing budget support and the way how central governance
is being reformed. The Government should engage more actively in full-fledged capacity-building
within its executive agencies, to ensure that civil servants have the knowledge and skills necessary
to effectively monitor ENPI assistance. In particular, Moldova’s Government should dedicate
extensive efforts and resources to reform the current system of public procurement, which would
exclude in principle and in practice conflicts of interest and abuse of office. Many CSOs view this
currently as a major challenge to good governance in their country.

The European Commission should further evaluate and significantly improve its communication
with Moldovans and to increase the accountability of public administration through specific civil
society groups acting as watchdogs of good governance and valuable actors. Since it seems to be in
urgent demand, the European Commission needs to build up a credible Monitoring Toolkit,
effectively exercised by EC officials, to ensure that budgetary support provided by the EC to
Moldova is not misspent.

Moldova’s civil society needs to be more aware of the invaluable role it can play in assisting the
process of programming, implementing and monitoring ENPI funds to their country. In this regard,
the CSOs should be able to mobilize the media and public support to demand more effective use of
the EU resources and democratic approaches to determining their application. Civil society should
learn how to raise the level of its own missions through professional standards, value-based choices
and targeted assistance to the public sector. The top CSOs should be able to engage their
counterparts in creating demand for their government to reform the monitoring tools in the ENPI
Annual Action Programmes and, in this regard, strive to establish working partnerships with other
CSOs in Moldova, as well as CSOs in the European Union.
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Introduction

The purpose of this evaluation is to provide an independent assessment of the practical use of the
European Neighborhood Partnership Instrument (ENPI), which the EU offered to a number of
countries—Armenia, Azerbaijan, Georgia, Moldova, and Ukraine—starting in 2007. Assuming that
the way that this program has been implemented shows both the advantages and weaknesses of EU
policy towards its immediate eastern neighbors, a thorough review of the results so far and the funds
disbursed or absorbed, compared across the countries should provide an excellent tool to audit ENPI
aims and means. Part of a multinational research initiative, this evaluation assesses the practical
impact of the actions and policies undertaken, while highlighting the main problems of European
Neighborhood Policy (ENP) neighbors in their efforts to modernize their countries.

Since the prospect of EU association is officially seen as a keystone in Moldova’s domestic and
foreign policy,” there is a clearly established public consensus that Moldova needs to transform
itself in order to approach European standards at various levels and aspects. In fact, Moldova’s
partnership with the EU started in 1994, when the first Partnership and Cooperation Agreement
(PCA) was signed, but its ratification was possible only four years later, in 1998. The PCA was seen
as a “first step towards accession to the EU,” although it never contained any reference to EU
membership. The Union has provided more than €300 million in assistance to Moldova since 1991.
This includes assistance under the TACIS program’s national, regional and cross-border
components, as well as support under thematic budget lines, such as the Food Security Programme
(FSP) and the European Initiative for Democracy and Human Rights (EIDHR), macro-financial
assistance, and humanitarian assistance provided by ECHO.

In May 2008, the Moldovan Government set up a National Commission for European Integration,
chaired by the President of Moldova and charged with the overall coordination of activities
performed under various agreements with the European Commission. Following the 2009 election,
top-ranked officials challenged this and requested that the Commission be placed under the Ministry
of Foreign Affairs and EU integration of the Republic of Moldova.

The EU is currently Moldova’s largest trading partner. Since January 2006, the country has
benefited from a “GSP plus,” replacing the older, standard General System of Preferences, and,
since March 2008, from an Autonomous Trade Preference Agreement. In March 2006, Moldova
received the first EU Border Monitoring Mission on the border with Ukraine, especially on the
border with the separatist enclave of Transdnistria. Screening reports showed that most of the
planned activities advanced unevenly from one sector to another, while overall progress was
qualified as “minor to moderate.”” Against such mixed results and the ambivalence in the Action
Plan implementation, Moldovan authorities requested from EU to start negotiations of a new
political agreement.

At the end of 2008, EU announced that it would authorize the preparation of a new agreement with
Moldova after elections, pointing to the need to have “free and fair, correct and democratic
elections.” The complicated political situation in Moldova after this election made the task of
negotiating a new Association Agreement extremely difficult, despite political documents adopted
by the European Parliament, the Conseil Affaires générales et relations extérieures (CAGRE), and
PACE. Public surveys show that Moldovan citizens trust EU institutions more than domestic ones
and Membership is seen as a long-term political objective in Moldova.

! Foreign Policy Guidelines for 1998-2002, MFA, The Republic of Moldova and European Integration, IPP, Cartier, 2002.
2 EU-RM Action Plan as a capacity test for the Moldovan Government: Screening the implementation of the Plan’s economic
provisions, January-March 2008.
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Starting in 2003, EU launched the ENP to “promote regional and sub-regional cooperation, political
stability and economic development, while avoiding new divisions between the EU and its
neighbors.”® The EU proclaimed the long-term aim of the ENP as setting up close relations with its
neighbors, similar to those enjoyed by European Free Trade Association (EFTA) states in the
European Economic Area (EEA), with the exception of their role in several EU institutions and any
references to membership prospects. High-ranked EU officials noted that the ENP statute would
offer a long list of benefits, such as: free trade asymmetric agreements, free movement of capital,
and facilitated access for specific population groups to the Schengen zone. At the same time, they
denied vehemently any suggestion that the ENP would secure possible accession to the EU. Or, as
the official communiqué states it, “The ENP is distinct from the issue of potential membership.”*

The European Neighborhood Policy Strategy Paper states that “the privileged relationship with
neighbors will build on mutual commitment to common values principally within the fields of the
rule of law, good governance, respect for human rights, including minority rights, the promotion of
good neighborly relations, and the principles of market economy and sustainable development.” It
adds: “The level of ambition of the EU’s relationships with its neighbors will take into account the
extent to which these values are effectively shared.”

The EU launched a new generation of bilateral agreements with the ENP area “interested parties” to
encourage economic and political reforms, improve human rights and institutional performances.
Since 2004, it negotiated individual Action Plans with the most interested neighbors. Moldova was
the first to sign an Action Plan with EU, in February 2005, and it including the most ambitious
reforms. However, the country’s quest for accelerated EU integration faced considerable resistance,
because of institutional deficiencies, uneven political commitments, and geopolitical circumstances.

In the meantime, the European Commission launched the new financial instrument, the ENPI.
Established in 2007 to replace the TACIS and MEDA technical assistance programs, ENPI was seen
by several state and non-state actors in Moldova as a unique instrument to deliver aid more flexibly
thanks to its policy-driven nature and the continuation of other types of aid, such as budget support.
The ENPI funding instrument has the following features:’

e policy-driven, specifically designed for EU neighbors;
e designed to have greater flexibility and greater resources;
e aradically improved CBC component.

ENPI Civil Society Involvement: Entry points and the capacity to step in

As the ENPI clearly defines it, “the civil society dimension is vital for the overall success of the
entire EU policy in relation to its proximate neighbors.” This is further stated in the statutory
documents of the Eastern Partnership launched in May 2009, in Prague, where Member States and
the Commission are expected to work together to strengthen the involvement of civil society, and
key elements of cooperation between the EU and its neighboring partners is supposed to include the
proper participation of civil society in each of the states.

In Moldova, civil society has gained reasonable visibility due to its monitoring role, which allowed
it to run successful cooperative work with state authorities charged with implementing the EU-
Moldova Action Plans. Some think-tanks have defined their objective to “help the Moldovan
government formulate and adopt balanced and sound positions for future negotiations with the
European Commission, so that an enhanced trade regime can be established that will contribute to

# Commission Communication: Wider Europe — Neighborhood: A New Framework for Relations with our Eastern and Southern
Neighbors, March 11, 2003, Foreign and Commonwealth Office.

4 What is the European Neighborhood Policy (ENP)? http://www.delmda.ec.europa.eu/eu_and_moldova/2_en.shtml

® http://www.delaze.ec.europa.eu/presentations/ENPI_Presentation_Final_en.ppt
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modernizing the country’s economy and its economic integration with the EU.”® Aware of the main

difficulties in the process, these groups have presented consistent policy recommendations, while
expressing concerns over the shortcomings of implementation. Assessments by independent expert
groups have established a fairly active policy-thinking community, making the press and state
officials aware of civil society as a critical ingredient in the planning and consultative management
of policy priorities.

Some state agencies and ministries set up working formats in which a selected number of NGOs are
regularly invited to join various formats of consultations and information events. It is normal
practice to involve think-tanks and other NGOs in policy evaluation formats now. CSO input is
essential to judicious planning and sound implementation and evaluation. CSO participation in
policy-making provides a check against the hijacking of real issues by bureaucrats who want to
promote their self-interests in the name of sovereign state interests, regardless of real demands from
the public or policy inputs from active social groups.

ENPI is designed to secure a special role for civil society, whose active monitoring and oversight is
becoming indispensable to achieve expected results. This report will show how civil society is
accomplishing this role in Moldova, which is receiving ENPI funding, how this funding is disbursed
and absorbed, and where the shortcomings can be found in setting priorities or implementing. This
report is part of an ENP-wide effort to pinpoint key weaknesses in planning, monitoring and
evaluating ENPI, as well as strategic entry points for civil society organizations (CSOs).

The IDIS team took on the task of putting together the big picture of ENPI funding in Moldova,
while at the same time examining its nuts and bolts. This report is unique, as no other document
currently provides a comprehensive overview of the planning, implementation and monitoring of
ENPI programs in Moldova, as well as the current and potential roles of government and civil
society in these processes.

® Expert Group, Screening the implementation of the economic provisions in the EU-RM Actions Plan, March 19, 2008.
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1. ENPI at a Glance

Launched in 2007, the ENPI is the principal EU financial instrument to provide assistance to
countries in Eastern Europe, the Southern Caucasus, and the southern Mediterranean region.’
Arising from one of the most expansive EU policies, the ENPI operates as a simplified framework
for foreign assistance, replacing more than 30 instruments that previously worked with the EU’s
neighbors. It operates on a simple scheme. Together with its partner countries, the EU defines a set
of priorities whose implementation is supposed to bring these countries closer to the areas and
standards in the European Union. These priorities are then written into in a jointly agreed Strategy
Paper covering a number of key areas targeted for action: political dialog and reform; trade and
steps to prepare partners to gradually enter the EU’s Internal Market; justice and home affairs;
energy, transport, information society, environment, and R&D; social policy and people-to-people
contact.

The total ENPI assistance budget for 2007-2013 is over €12bn, a 35% increase over the previous
seven-year period. National programs account for the lion’s share of this spending—¢€4.1bn of the
€5.6bn available for 2007-2010. Next come regional cooperation with €828mn and cross-border
cooperation with €227mn. The remainder, €400mn, is to support the Governance Facility and the
Neighborhood Investment Fund (Fig.1).

EC Regulation (EC) Ne1638/2006 sets up the legal framework for the operation of ENPI programs
and funds allocated by the EU. It also lays out the fundamental principles of ENPI assistance:
complementarity, partnership and co-funding. Indeed, ENPI assistance is to complement or
contribute to national, regional or local strategies and measures. Regulation 1638 states:

“...Community assistance under this Regulation shall normally be
established in partnership between the Commission and the beneficiaries.
The partnership shall involve, as appropriate, national, regional and local
authorities, economic and social partners, civil society and other relevant
bodies.”

“...The beneficiary countries shall associate the relevant partners as
appropriate, in particular at regional and local level, in the preparation,
implementation and monitoring of programs and projects.”

Allocation mechanisms for ENPI programs are based on the needs and features of the partner
country, the level of ambition of the partnership between the partner country and the EU, progress
towards meeting agreed objectives—especially in governance and reform—, and the partner’s
capacity to manage and absorb assistance.

ENPI assistance is disbursed through three types of programs:

» National programs for each partner country: one for each of the 16 participating countries;

» Regional programs: three regional programs—one each for the East and the South, and one
trans-regional program covering both;

« 15 Cross-Border-Cooperation (CBC) programs.®

The largest share of ENPI funding consists of country-focused and multi-country programs worth
€10.6bn, which is almost 95% of the total funds, and cross-border cooperation programs worth up to

" The Russian Federation also receives financial assistance through ENPI.
8 http://www.enpi-programming.eu/wcm/en/regional-updates/cross-border-cooperation.html
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5.0% or almost €550 million (see Table 1). Following discussions with EU Member States and the
European Parliament, the Commission on March 2007 took a decision on the breakdown of these
funds and adopted Strategy Papers and Indicative programs covering country, regional and cross-
border programs for 2007-2010.

Distribution of ENPI Funding, 2007-2010 (%)

O National Programmes @ Regional Programmes
0O CBC Programmes O Granting Facilities (GF & NIF)

%

5%

National programs account for €4.1bn or 73% of the €5.6bn available for 2007-2010. They are to
support the partners’ implementation of their own political, governance, economic and social reform
priorities and represent the main share of the Instrument.

The second focus is regional cooperation. Priority areas for regional cooperation are defined in the
ENPI Eastern Regional and Interregional Strategy Papers for 2007 to 2013, which were adopted by
the European Commission in 2007. A total of €827mn is available for this purpose over 2007-2010.
The regional ENPI component addresses a limited number of priorities that are relevant to the
recipient countries, but also have a genuinely regional dimension, both in terms of joint
implementation and regional impact.

Cross-border cooperation on the external borders of the EU is a key priority both in the European
Neighborhood Policy and in the EU’s Strategic Partnership with Russia. The introduction of ENPI
has considerably enhanced the scope for cross-border cooperation, both qualitatively and
quantitatively. Building on previous experience under the TACIS and MEDA programs, proposals
for strengthening cross-border cooperation were first set out in a number of Commission
Communications in 2003 and 2004, included in the Commission’s proposal for the ENPI in
September 2004, and incorporated in the ENPI as adopted by Council and Parliament. Under the
new approach, support for CBC on the EU’s external border will draw on funds from both the
external and internal headings in the EC budget, for the pursuit of CBC activities serving both sides
of the EU’s external border.

The total funding available for ENPI CBC programs for 2007-10 amounts to €583.28mn, for 2011-
13, a further €535.15mn will be made available, subject to a mid-term review of this strategy and the
adoption of the Indicative Programme for 2011-13. In addition to funding for programs, a small
facility will be set up to finance actions aimed at facilitating the exchange of experience and best
practice among program partners, with a view to helping enhance the preparation, implementation
and management of current and future CBC programs. An indicative amount of €4.9mn, of which
€2.6mn is for 2007-10 and €2.3mn for 2011-13, is being allocated from the ENPI budget to finance
this facility.

12



Table 1. ENPI Indicative Multi-annual Allocations for 2007-10

Programmes Million EUR
Multi-Country Programmes 827.6
Inter-regional Programmes 260.8
Regional Programmes — South 343.3
Regional Programmes — East 223.5
Country Programmes 4,116,50
Algeria 220
Armenia 98.4
Azerbaijan 92
Belarus 20
Egypt 558
Georgia 120.4
Israel 8

Jordan 265
Libya 8
Moldova 209.7
Morocco 654
Palestinian Authority 632
Syria 130
Tunisia 300
Ukraine 494
Russian Federation 120
Cross-border Cooperation Programmes | 277.1
Governance Facility & 400
Neighborhood Investment Fund

Total 5,621.20

1.1 Innovating Through New Tools

The ENPI has also led to two new funding tools: the Governance Facility (GF) and the
Neighborhood Investment Facility (NIF), which are designed to foster good governance and sound
investment. Their combined allocation for 2007-2013 is €1bn.

1.1.1. The Governance Facility: Rewarding Good Governance

The Governance Facility is a fund designed to provide additional support to the one or two ENPI
countries that have “made most progress in implementing the governance priorities agreed in their
Action Plans.*” It is:

“...intended to provide additional support, on top of the normal country
allocations, to acknowledge and support the work of those partner countries that
have made most progress in implementing the agreed reform agenda set out in
their Action Plan. In line with an assessment of progress made in implementing
the (broadly-defined) governance aspects of the Action Plans, this funding [will]
be made available to top up national allocations, to support key elements of the

® http://ec.europa.eu/world/enp/funding_en.htm
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reform agenda; this will help reformist governments to strengthen their domestic
constituencies for reform.*®”

The GF is endowed with €50mn annually, with total funding for the 2007-2013 Financial
Perspective expected to reach €300mn.*! This sum is taken directly from the ENPI budget, as the
relevant programming documents are written “in a way that makes allowance for additional funding
from the Governance Facility.”*? GF funding is directed toward the specific priorities and areas
defined in Country Strategy Papers and National Indicative Programmes, with specific allocations
determined in Annual Action Programmes.

Funding decisions are based on progress in five key areas, as assessed in Country Progress Reports
on the implementation of each ENPI partner country’s Action Plan. These areas are:

Democracy

Respect of human rights and basic freedoms

Rule of law

Governance in human security and migration issues
Economic, regulatory and social governance

ISAEE A

1.1.2. The Neighborhood Investment Facility: Synergies in Investment

The Neighborhood Investment Facility (NIF) is an innovative financial mechanism aimed at
mobilizing additional funding to cover the investment needs of the neighboring region for
infrastructure in sectors such as transport, energy, the environment and social services, that is, the
construction of schools and hospitals. The Facility will also support the private sector through risk
capital operations targeting Small and Medium Enterprises (SMEs). As the amounts at stake for
large infrastructure projects are huge—the total cost of projects supported by the NIF in 2008 was
around €2.7bn—, the Facility has been designed to create a partnership that brings together grants
from the European Commission and EU Member States with loans from European public finance
institutions and self-financing by ENP partner countries. By encouraging such large projects, the
European Union backs ENP partner country priorities and supports them in carrying out the
necessary investments in the future.

This will have a significant positive impact on their population as well as on EU citizens, as there
are common interests, such as the reducing pollution in the Mediterranean and Black Seas.
Moreover, by fostering joint European operations, the NIF is playing a key role in the concrete
implementation of donor coordination, division of labor and harmonization of procedures. This, in
turn, will help raise the efficiency and effectiveness of European external cooperation, as well as its
visibility. For 2007-2013, the European Commission has earmarked a total of €700mn for the NIF,
which is complemented by direct contributions from Member States. A trust fund managed by the
European Investment Bank (EIB) was set up in January 2009 to receive these additional
contributions.

Table 2. Neighborhood Investment Facility financed projects in Moldova

Modernization of Republican Clinical Hospital

Lead IFI: CEB
Total cost: €20.5 M
NIF grant: €3 M
Status: signed

The project aims to improve the efficiency of healthcare in the
Republic of Moldova by modernizing one of the country’s leading
hospitals, located in Chisinau.

19 Strengthening the European Neighbourhood Policy COM (2006) 726, 04/12/06.
Y http://ec.europa.eu/world/enp/fag_en.htm
2 pPrinciples for the Implementation of a Governance Facility Under ENPI, p.8.
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Chisinau Airport Modernization Project II

Lead IFI: EBRD
Other FI: EIB

Total cost: €46.25 M
NIF grant: €1.75 M
Status: signed

Chisinau's airport is a key gateway to Moldova’s external trade and a
major asset in the country’s economic development. The operation
involves renovating and upgrading the airport and its further
commercialization

Republic of Moldova Road Rehabilitation project

Lead IFI: EBRD

The project’s purpose is to halt the deterioration of the highway Other FI: EIB
network in the Republic of Moldova and to ensure that key road links |Total cost: €92.5 M
are maintained. NIF grant: €12 M

Status: signed

Republic of Moldova - Feasibility Study for Improving Chisinau’s Water and Sanitation
System

The study is the basis for a large investment program aimed at improving water supply and sewage
collection and treatment in Chisinau. This, in turn, will improve living conditions for residents of
Chisinau and reduce the environmental impact.

1.2 A New Approach to Aid: from TACIS to ENPI

The European Community has provided more than €300 million in assistance to Moldova since
1991. This includes assistance under the TACIS program, through its national, regional and cross-
border cooperation components, and support under thematic budget lines such as the Food Security
Programme (FSP) and the European Initiative for Democracy and Human Rights (EIDHR), macro-
financial assistance, and humanitarian assistance provided by ECHO.*?

The Commission has recently completed an evaluation of the TACIS program as a whole.'* The
previous evaluation of the EU country program dates back to 2000. The TACIS evaluation suggests
that, overall, TACIS interventions were highly relevant and responded to the identified needs, but
the program was mainly run in a top-down manner, especially in the early years. This was partly a
consequence of the need for institution-building in transition countries and partly due to an
insufficient sense of ownership on the part of national authorities.

The original TACIS objectives were “to support the process of transition to market economies and
democratic societies in the countries of Eastern Europe, the South Caucasus and Central Asia.”
During these 15 years, the concept and management of this policy underwent significant changes in
order to flexibly respond to a changing environment and needs. The overall total of €7.3bn for 15
years islssubstantial but could still be considered limited, given the size of the challenge to be
tackled.

TACIS did contribute to fundamental change and visible development. The Programme proved to be
a valuable tool for tackling challenges with a regional dimension and for promoting inter-state
cooperation on regional issues. Assistance for regional cooperation focused on transport, energy,
border issues and the sustainable management of natural resources. Between 2000 and 2006, more
than €950mn was allocated to regional programs and projects.

3 The ENPI 2007-2010 Country Strategy Paper for Moldova.

1 http://ec.europa.eu/comm/europeaid/evaluation/document_index/2006/728_docs.htm
15 http://ec.europa.eu/europeaid/where/neighborhood/regional-cooperation/enpi-
east/documents/annual_programs/tacis_success_story final_en.pdf
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Considering the lessons learned earlier, conclusions from the specific experience of TACIS and
other EU assistance programs to Moldova, the EU evaluation emphasized great potential risk due to
“limited administrative and absorption capacity.” As evaluations have shown, although most of the
TACIS projects were “in perfect line with national priorities,” they did not always corresponded to
the initiatives financed by the national governments and thus lacked sustainability or political
response from the partner institutions. This is why the establishment of ENPI envisioned a great
change in the nature of funding schemes between the European Commission and Moldova.

The TACIS evaluation noted that the program is characterized by a large number of stand-alone
technical assistance projects, particularly in the area of institutional and administrative reform.
These efforts often achieve good results at project level but have less impact at the sector and
national policy level, partly due to a lack of continuity and coherent long-term sector planning. By
contrast, budgetary support is said by most stakeholders to have had a significant impact at the
policy and sectoral level, due to stronger national ownership and the ensuing stronger commitment
to implement reform proposals and policies.

These call for enhanced donor coordination mechanisms, in particular with a view to furthering
action under the EU-Moldova Action Plan and the EG-PRSP. A Monitoring Review of the TACIS
Programme in Moldova 2003-2005 provides further country-specific insights into past project
performance, which needs to be taken into account for future program design. The Review confirms
that a majority of TACIS projects were “perfectly in line with national priorities.” However, the
projects were not always “affiliated to concrete initiatives funded by the government,” which had a
negative impact on sustainability. Moreover, there were sometimes problems with the commitment
of partner institutions. As far as projects targeting improvements of the national legislative
framework were concerned, the Review notes that a narrow focus on reviewing legislation and
drafting bills does not bring the necessary results, as long as equal attention is not given to
strengthening law enforcement mechanisms.

TACIS was replaced in 2007 by ENPI. Whereas TACIS offered mainly a number of projects
involving technical assistance, the ENPI provides both general/sectoral budget support and technical
assistance to partner countries, thus increasing local ownership of EC assistance.'® Thanks to the
opening of an EU Commission Delegation Mission in Chisinau in October 2005, EU funding started
to be handled through the local representative office, thereby increasing the quality of coordination
with other donors and ensuring cohesion of funding and complementarity.

Under the ENPI, future program design shifted from focusing on technical assistance projects.
Instead, resources are increasingly channeled through the State Budget, linked to the fulfillment of
pre-defined conditionality and accompanied by targeted technical assistance. This should increase
ownership and reduce transaction costs for the government. But the European Commission equally
follows many other priorities. In February 2009, funds amounting to €3mn were allocated for
projects to support free and fair parliamentary elections in 2009.

1.2.1. Budget support: Shifting Responsibility

ENPI assistance is channeled into two main tools:
e budget support
e technical assistance

Budget support can be general or sectoral:

16 While TACIS has been replaced by ENPI, a number of projects financed by TACIS are still in progress, so Moldova will continue
to draw TACIS funding until these projects come to an end in 2011
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e General budget support provides cash for the execution of national development programs or
strategic reforms.

e Sectoral budget support provides cash for the execution of programs aimed at the
development of specific sectors of the economy.

Budget support is divided into installments or tranches. The first or fixed tranche is transferred by
the EC once national authorities have met a certain number of conditions, and the receipt of
subsequent or variable tranches is conditional to subsequent conditions.

By definition, budget support programs aim to promote coherent policies and strategies either
nationally or for a particular sector of a country’s society or economy. Moreover, the sector
approach coordinates the development activities of both government and donors.

Budget support relies heavily on the capacity of the Moldovan Government to absorb these
resources. The introduction of the sector budget support is seen as a positive step not only by the
Moldovan officials. In fact, the European Commission has also proposed to have a more clearly
defined coordinating and directing role on behalf of the EU and its member states. Thus, the EU
hopes ‘1‘50 gradually increase the percentage of budget support to the third countries to 50% of aid by
2010.”

Given its nature, budget support is only used at the national level. For technical assistance, funding
is channeled through regional and CBC programs. Unlike technical assistance, which is primarily
monitored by the EC, budget support management falls squarely within the purview of national
authorities.

1.2.2. Technical assistance:

The EC defines technical assistance (TA) as the provision of resources aimed at helping partner
countries “develop the structures, strategies, human resources and management skills needed to
strengthen their economic, social, regulatory and administrative capacity.*®”

Under ENPI, technical assistance is no longer the predominant channel for the Commission’s
external assistance programs to Moldova. Nevertheless, it remains an essential tool. Major technical
assistance instruments include:

- Individual technical assistance projects carried out by external contractors hired to contribute
to capacity-building in the state apparatus;

- TAIEX (Technical Assistance and Information Exchange Instrument) “provides centrally-
managed short-term technical assistance in the field of approximation, application and
enforcement of European Union legislation;”*

- Twinning aims to contribute to “the development of modern and efficient administrations” *°

through the long-term secondment of public servants from EU Member States to the public

administrations of beneficiary countries.

7 The European Consensus, (2006/C46/01), a joint statement by the Council and the representatives of the governments of Member
States meeting within the Council, the European Parliament and the Commission on European Union Development Policy.

18 http://ec.europa.eu/enlargement/how-does-it-work/technical-assistance/index_en.htm

19 http://ec.europa.eu/enlargement/how-does-it-work/technical-assistance/index_en.htm

2 http://ec.europa.eu/enlargement/how-does-it-work/technical -assistance/twinning_en.htm
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1.3 Priorities of ENPI: A strategy for Moldova

As a policy- and country-driven instrument, ENPI provides the basis for coherent and cohesive
technical and financial cooperation between Moldova and the EC. In addition, the introduction of
the conditionality integral to budget support could well provide an impetus for better governance.

A Country Strategy Paper for Moldova was elaborated by the European Commission for 2007-2013.
The CSP lists the objectives of EU/EC cooperation with Moldova and outlines the Moldovan policy
agenda, as well as the country’s political, economic, social and environmental situation. The paper
describes past and ongoing EC assistance to Moldova the key lessons learned for the new
programming cycle, and the response strategy proposed by EC.

1.3.1. The national component

The financial envelope for the Republic of Moldova under the National Indicative Programme for
2007-2010 is €209.7mn.?* The National Indicative Programme®? (N1P) for 2007 — 2010 contained
such priorities as “Support for democratic development and good governance,” “Support for
regulatory reform and administrative capacity building” and “Support for poverty reduction and
economic growth.”

Table 3. ENPI Priorities and Funding for Moldova (2007-2010 NIP)

Priority area Sub-priorities EUR mn

Sub-priority 1: Public administration reform
and public finance management

Priority area 1: Support for Sub-priority 2: Rule of law and judicial reform | 52.4-73.4
Democratic Development and Good | Sub-priority 3: Human rights, civil society (25-35%)
Governance development and local government

Sub-priority 4: Education, science and people-
to-people contacts/exchanges

Sub-priority 1: Promoting mutual trade,

Priority area 2: Support for improving the investment climate and 31.5-41.9
Regulatory Reform and strengthening social reform (15-20%)
Administrative Capacity-Building Sub-priority 2: Sector-specific regulatory

aspects

- 83.9-125.8

Priority area 3: Support for Poverty

- 0
Reduction and Economic Growth (40-60%)

The specific objectives to be pursued in any given year are laid out in an Annual Action Programme
(AAP), which determines the corresponding allocations. The objectives pursued by the latest AAP
(2008) are laid out in Table 4:

Table 4. Annual Action Programme Funding for Moldova (2008 AAP)

Operational Objective Budget (mn €) Type of aid

Sector policy support program health 46.6 Sector budget support
Justice, Liberties and Security — improving border and | 10 Project

migration management

Technical assistance and twinning in support of the 5.7 Twinning
implementing the EU — RM Action Plan

Total 62.3

Zhttp://europa.eu/legislation_summaries/external_relations/relations_with_third_countries/eastern_europe_and_central_asia/r17103_
en.htm
2 C (2007) 672
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1.3.1.1 Twinning

Twining instrument is new to Moldova. The first Twinning project started in July 2008, so that
lessons could only be taken from neighboring countries. On the other hand, the Republic long
awaited the arrival of Twinning, making expectations high. However, some Member States already
provided public service expertise to Moldovan authorities, with some success. Among other projects
that had a serious impact is the exchange of expertise provided by Lithuania to the Customs Service
of the Republic of Moldova and the expertise that the UK, Lithuania and Estonia provided the
Ministry of Foreign Affairs and European Integration in policy advice.

Six Twinning projects were to be implemented in Moldova in 2009. As overarching priorities for
these projects, Moldova selected:

- institutional reform of the legislature, which is financed by TACIS 2005 sources;
- penitentiary system reform;

- improving norms and standards in agriculture;.

- improving competition regulation and protection of the private sector.

- public procurement reform;

- protection of intellectual property.

1.3.1.2 TAIEX

TAIEX is managed centrally and the allocation of funds is decided on a regional basis for all CIS
beneficiary countries. This allocation thus does not require discussions between the beneficiary
countries and the Commission and does not greatly depend on actual demand from a single country.

Activities under TAIEX in Moldova follow the Guidelines on Procedures for Implementation,
which are intended to establish the tasks to be performed by the main actors involved in managing
this instrument in Moldova, that is, the Programme Administration Office (PAQO), its assistance
project, the Ministry of Foreign Affairs and European Integration (MFAEI), the European
Commission (EC) including the Delegation in Moldova (DEL), and Brussels Headquarters (HQ).

In order to manage TAIEX-supported activities in Moldova, as recommended by European experts,
a national institutional mechanism was set up. The Programme Management Office (PAO) was
established under the Ministry of Economy and Commerce and points of contact were designated
for TAIEX within the central government. Following consultations with the European Commission
Delegation in Chisinau, a four-step process was agreed:

1) The eligible institution presents a project by sending it to the TAIEX National Contact
Point.

2) Once the proposal is evaluated, together with the European integration Department of
Ministry of Foreign Affairs and European Integration, for its correspondence with the EU-
Moldova Action Plan and the acquis communautaire, the project is sent to the European
Commission Delegation in Chisinau.

3) After further review, the Delegation submits the draft to TAIEX National Contact Point,
who forwards it to PAO.

4) The project is formally submitted to Brussels: only if remitted by the PAO to Brussels is the
project recognized as an official submission. Afterwards, the proposal is entered into the
relevant EC database.

The TAIEX National Contact Point and the PAO are in permanent contact with the national
institutions, assisting them in developing projects. As a result, 21 projects were sent to the European
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Commission for evaluation, submitted by the Ministry of Internal Affairs, Ministry of Justice,
Ministry of Economy and Trade, Ministry of Transport and Road Management, Ministry of Ecology
and Natural Resources, Ministry of Industry and Infrastructure, Ministry of Agriculture, Ministry of
Finance, Center for Combating Economic Crimes and Corruption, Customs Department, the State
Agency for Intellectual Property, the Moldova-Vin Agency, the Academy of Sciences, and the State
Tax Administration.

So far, the European Commission has agreed to finance seven projects:

1. Workshop on corruption prevention and counteraction in the justice system and in the
institutions responsible for the protection of the legal norms of the Ministry of Justice
(March 22-23, 2007)

2. Workshop on restructuring the police service of the Ministry of Internal Affairs (March 26-
27)

3. Workshop on financial investigation and aspects of countering money-laundering and the
funding of terrorism (March 29-30)

4. Workshop on methods of determining the quality of wine in accordance with Council
Regulation 1493/1999 (in the preparation phase)

5. Workshop on the Standard Cost Model (March 29)

6. Expert Mission for organizing an Avian Flu simulation exercise (April 19-20)

7. Workshop on horizontal EU environmental legislation (April 25)

1.3.2. Regional Programmes

1.3.1.3 The Eastern regional programme

One of the programs that includes Moldova is the Eastern Regional Programme (ERP) (2007-2010).
The total amount granted by EC for this program is €223.5mn, stipulated in the individual Annual
Action Programmes. It contains different allocations in each of the four given years.?®

Table 5. ENPI Eastern Regional Programme funding category shares

Priority/Sub-priority %
Priority area 1: Networks
Sub-priority 1: Transport
Sub-priority 2: Energy
Sub-priority 3: SME Regional Cooperation
Priority area 2: Environment protection and forestry 25-35
Priority area 3: Border and Migration Management, 20-30
the Fight against Transnational
Organized Crime, and Customs

25-35

Priority area 4: People-to-people Activities, 10-15
Information and Support
Priority area 5: Landmines, Explosive Remnants of 5-10

War, Small Arms and Light Weapons

1.3.1.4 The Interregional program

The Interregional program forms part of the ENPI with the purpose of strengthening the European
Neighborhood Policy, dialog and cooperation at the regional level. It is aimed at countries covered
by the ENP and Russia and focuses on their relations with the European Union.

2 Eastern Regional Programme Indicative Programme 2007-2010, p. 4.
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Funding for the Interregional Programme for 2007-2010 will be €523.9mn. The indicative
breakdown by priorities is in Table 6.

Table 6. ENPI Interregional program funding categories (mn €)

N# | Priority Budget
1. | Promoting reform through EU advice and expertise 40.0
2. | Promoting higher education and student mobility 218.6
3. | Promoting cooperation between local actors in partner 14.3
countries and in EU

4. | Promoting implementation of ENP and Partnership with n/a
Russia

5. | Promoting Investment projects in ENP partner countries 250.0

1.3.3. Cross-border cooperation component

Moldova is a beneficiary to two more programs:
* ENPI CBC Romania-Ukraine-Republic of Moldova Programme, adopted on 29 July 2008;
» Sea-Basin Programmes: ENPI CBC Black Sea Basin program, adopted on 27 November

2008.**
Table 7. ENPI Cross-Border Cooperation Programmes involving Moldova® (mn €)
2007-2010
Romania/Moldova/Ukraine 66.1
Black Sea 9.0
Total 75.1

Regulation (EC) Ne951/2007 of 9 August 2007 lays down general implementing rules for cross-
border cooperation programs financed in the framework of the ENPI. The ENPI cross-border
cooperation framework involving Moldova is regulated by a European Commission decision on the
Joint (Romania-Ukraine-Republic of Moldova) Operational Programme 2007-2013 NeC(2008)3806
of 29 July 2008.

Moldova is included only in one out of nine land-border and three sea-crossing programs directed
under ENPI Cross-Border Cooperation Support. The European Community overall financial
contribution to the Programme will be €126.718 mn. The partner countries are expected to
contribute their own resources an amount worth at least 10% of the EU contribution, minus the
amount of technical assistance financed by EC funds.

24 A detailed description of the programs is provided in the Annex 2.
% Cross-border Cooperation Strategy Paper 2007-2013 & Indicative Programme 2007-2010, p. 33.
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2. Making ENPI Count: Planning, Implementing,
Monitoring and Evaluation

2.1. Two levels: Programme and Operational

The use of ENPI funding is a complex sequencing of procedures and phases that work with a large
number of national and European actors. ENPI planning and monitoring can be organized into two
categories: programming and operational.

At the program level, priorities are defined in three basic documents, which are adopted and
prepared by the EC in close cooperation with the national government:

1. Strategy Papers (SPs)
2. Indicative Programs (IPs)
3. Annual Action Programs (AAPS)

As most ENPI funding is directed through the national programs, the main attention is concentrated
on national-level programming.

At the operational level, implementation is usually guided by a large range of instruments, phases of
implementation and operational handbooks, all tailored to the particular features of specific
programs: NIF, Twinning, TAIEX and CBC. Most programs are managed in a centralized manner,
which gives the national government extensive management responsibilities, or via project-based
approaches, including through international consortia, agencies such as the UN, or consultancies
selected by the EC.

Programming is generally conducted in a similar, standardized manner for all ENP countries. Since
ENPI is a policy-driven instrument, its assistance priorities are intended to support the priorities and
reforms of the beneficiary states, adding financial and technical support to accomplish their
objectives.

The substance of the ENPI Strategy for Moldova and its Indicative Programme is based on strategic
choices and policy options made by the Moldovan government. ENPI is implemented by the
national government, but is independent of domestic policy cycles. The Government Unit for
Coordinating External Assistance is the main coordinating body during the planning and application
of ENPI assistance.

Table 8. Strategic documents and instruments by ENPI Programmes

Cross-Border-

National . Cooperation
Regional Programmes
Programme program
(CBO)

Interregional Eastern Regional

Programme Programme
Strategic document Country Interregional Eastern Regional ~ CBC Strategy
(7 years) Strategy Paper  Strategy Paper Strategy Paper Paper
Medium-term National Interregional Eastern Regional CBC Indicative
planning document Indicative Indicative Indicative

(3-4 years) Programme Programme Programme Programme
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Joint

Operational Annual Action  Annual Action Annual Action Operational
document Programme Programme Programme Programme (7
years)
Funding AAP attached AAP attachedto ~ AAP attachedto ~ JOP attached to
Agreement to FA FA FA FA
zléﬂg?;a?upport; Technical
Inst;u;)rllents assistance, incl. a?(sjl_setstr;ce rantin lses??tglr?;: rojects Grants
R TWINNING & ?acijlitieé ’ ’ i
TAIEX

The planning and provision of ENPI assistance can be divided into three general phases.

1. Strategic policy priorities are identified by the Government of Moldova.

Since ENPI is a policy-driven instrument, its assistance priorities are a function of Moldova’s own
policy priorities. The content of ENPI Strategy Papers and Indicative Programmes ultimately
depends on the strategic choices made by the Moldovan government.

2. Programme-level planning, implementation, monitoring, and evaluation

The EC programming cycle is not attached to the Moldovan policy-making schedule. Nevertheless,
the measures laid out in CSPs and IPs are designed to support the priorities of the Government of
Moldova.

ENPI programming involves regular consultations with the Coordinating Unit for External
Assistance (CUEA) of the Moldovan Government, which does not belong to a specific Ministry but
operates under the direct supervision of the Prime Minister. The CUEA monitors the
implementation and evaluation of the main documents: Strategy Papers (SPs), Indicative
Programmes (IPs) and Annual Action Programmes (AAPs). CSPs and IPs are drafted and revised by
the EC alone.

The SP and IP are drafted and revised by the EC in consultation with the national government.
These are translated into operational terms by the AAP, which is also the result of cooperation
between the EC and national authorities.

Despite its annual character, AAP implementation can last more than three years (54 months in 2007,
48 months in 2007), accompanied by three annual disbursements in different fiscal years. In 2007,
the only pre-condition for disbursing the first installment was that the Moldovan Government
endorse the Funding Agreement (FA).

3. Operational-level implementation, monitoring, and evaluation

Implementation is the translation of assistance priorities into concrete measures through specific
instruments: budget support, technical assistance, Twinning, and TAIEX. The operational level
leaves more room for Moldovan input into types of aid and specific target areas, and relies on the
Government of Moldova for a significant portion of implementation, monitoring, and evaluation
activities.

As the identification of strategic priorities by the Government of Moldova is an internal issue that is
not part of ENPI-specific planning processes, this paper will paper will focus on Phases 2 and 3.
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2.2.  Programming: Focusing on Policy

ENPI assistance is based on three programming documents drawn up by the EC. The key EC bodies
involved in the preparation of these documents are indicated in Table 9. CSPs and IPs constitute the
general framework, whereas AAPs are operational documents.

Table 9. Programming Documents and Responsible Bodies

Programming Document Responsible EC Body

7- year Country Strategy Paper DG External Relations (DG RELEX)), in
consultation with local EC delegation

3- or 4- year Multi-annual Indicative Programme DG External Relations (DG RELEX)), in
consultation with local EC delegation

Annual Action Programme DG EuropeAid (DG AIDCO), in consultation with
local EC delegation

2.2.1. Strategy Paper Preparation

SP preparation can take between a year and 18 months. This drafting process involves many Commission
services, as well as the EC delegation in the partner country and a number of local partners.

Diagram 1. Country Strategy Paper Preparation.

Analysis and assessment of national
Phase 1: Preparation of development strategy
first SP draft

Consultations with government, civil
society, Member States and other
donors

Draft SP discussed with geographic and
sectoral/thematic and RELEX
directorates (Country Teams)

IQSG assessment

Phase 2: Quality control

Finalization (Commission, Government
and Member States)

Inter-service consultations

Discussion in Member States
Committee and favorable opinion on

the draft
Phase 3: Formal approval Formal approval by Commission
1. First Drafe |
SP preparation is dong by DG RELEX in col Review of priority areas by DG the partner
country ppase 4: Mid-term review [1d @s8€s{ RELEX, DG AIDCO, partner velopment
government, and civil society
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strategy. This makes it possible to understand the partner country’s needs, as well as opportunities—
and obstacles—to development.

Once this analysis has been performed, DG RELEX holds consultations with the government, non-
state actors, Member States and other donors. These consultations are intended to ensure that policy
debates on development strategies include all interested stakeholders.

According to the EC Programming Guide for Strategy Papers,

“The role of EC Delegations is to facilitate the conduct of such dialog
between NSAs on one hand and between local authorities and government
structures on the other, and not to play the proxy for the government. It is
the responsibility of partner countries’ governments to engage in
constant dialog with NSAs and LAs, and it is only in difficult cases, such as
lack of political will on the part of government or lack of local tradition of
participation of NSAs and LAs in these processes, that the Delegation
should, as a last resort, take the initiative to conduct the consultation, without
involving the government.?®”

After these consultations, the draft SP is discussed with the relevant geographic and
sectoral/thematic directorates. It is then prepared by the relevant geographical service or desk and
the EC delegation. The national desk officer then consults and coordinates the support of a country
team.?’

2. Quality Control

The Interservice Quality Support Group? (iQSG) is responsible for ensuring the quality of SP
documents, as well as their internal and external coherence. Once iQSG has revised and approved
the draft SP, it is sent back to the relevant EC delegation, which discusses the changes that were
made with the partner government. It then goes through Inter-Service Consultations (ISC).?° Once
the necessary changes (if any) have been made, the draft SP is submitted to Member States via the
ENPI Management Committee. Only after the SP draft has received a favorable opinion from the
committee can it be submitted to the Commission for formal approval. If substantial modifications
are needed, the draft is sent back to the responsible geographical service.

3. Formal Approval
The formal approval procedure is over when an SP is signed and when an “Order for Service” is
addressed to the Director-General of AIDCO in orders to launch the implementation of the strategy.

Country Strategy Paper for Moldova (2007-2013) is the principal reference framework for the
ENPI program and sets out the priority areas for action. It describes EC assistance over a period of
seven years and follows the Partnership and Cooperation Agreement (PCA) of July 1998 and the
EU-Moldova Action Plan of February 2005. The strategy is also fully aligned with the Economic
Growth and Poverty Reduction Strategy Paper that was adopted by the government in May 2004
and National Development Strategy of the Republic of Moldova 2008-2011 approved by Parliament
in December 2007 and promulgated by presidential decree in January 2008. It includes the
objectives of EU/EC cooperation with Moldova, an outline of the Moldovan policy agenda, a
description of the political, economic, social and environmental situation, an overview of past and

% http://ec.europa.eu/development/icenter/repository/igsg_consultation NSAs_en.pdf. Emphasis added.

2 A “country team” is a network offering the whole range of Commission services that are involved in cooperating with the country
concerned. Source: www. ec.europa.eu/development/how/igsg

8 jQSGs are to ensure the coherence and quality of EC external cooperation aid. The formal decision to establish such a group, its
membership and mandate was taken on 20 September 2000 by the Group of RELEX Commissioners.

2 The ISC is restricted to AIDCO, ECHO, DEV, RELEX, TRADE, Legal Service, SG, and DG Translation. Other DGs (e.g. AGRI,
ENV, FISH, SANCO, JAI) can be consulted when appropriate. As a rule of thumb, the same services that are involved in the country
team should be included in the ISC. http://ec.europa.eu/development/how/igsg/programming_mainsteps_drafting_en.cfm

25




