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Moldova negotiates the Association Agreement with EU and addresses the issue of 

establishing a Deep and Comprehensive Free Trade Area 

The Republic of Moldova takes concrete steps to become closer to the European Union, 

negotiating the Association Agreement (on 17 February 2011, 22 Articles out of 28 were 

agreed upon) and preparing for negotiations on establishing a Deep and Comprehensive Free 

Trade Area (DCFTA) by approving an Action Plan
1
 in December 2010. The Council of the 

European Union invited the European Commission to prepare a Directive that would include 

the Free Trade Area as an integral part of the Association Agreement
2
. The negotiation and 

implementation of DCFTA involves some future costs. For example, in case of Georgia the 

costs for the implementation of the acquis communautaire as a precondition to such DCFTA 

are estimated at 5% of GDP in 2009 (USD 2 455.2 millions) of the country
3
, and its 

implementation in 10, 20 years will cost only 2%, depending on the annual economic growth 

rate. Therefore, for the DCFTA negotiators on behalf of the Republic of Moldova it is 

important that a gradual, economically feasible implementation of the acquis is provided. 

 

The European Union strongly supports the ICT sector as a driver of economic 

development 

The Information and Communication Technologies and the telecommunications sector play an 

important role in the EU. The ICT sector generates directly 5% of the European GDP and has 

a market value of EUR 660 billion per year, having though a much greater contribution to the 

global productivity growth (20% originating directly from the ICT sector and 30% from the 

investments made in ICT)
4
. The broadband Internet penetration rates increased in all EU 

Member States, reaching in 2009 an EU 27 average of 23.6% of fixed access lines
5
. The 

Internet and ICT enter almost all technological processes, contributing to increased 

productivity, economic recovery and a more robust overcoming of the crisis. ICT and 

innovation based recovery creates the possibility to restructure the economy towards a more 

                                                 
1  Government Decision No.1125 of 14 December 2010 “On Approving the Action Plan of the Republic of Moldova to 

Implement the Recommendations of the European Commission on Establishing the Deep and Comprehensive Free Trade 

Area between the Republic of Moldova and the European Union”. 
2 Conclusions on the Republic of Moldova 3041st Foreign Affairs Council Meeting, Luxembourg, 25 October 2010. 
3 An Appraisal of The EU’s Trade Policy towards Its Eastern Neighbours: The Case of Georgia. Patrick Messerlin, 

Michael Emerson, Gia Jandieri, Alexandre Le Vernoy Groupe, D’économie Mondiale Sciences Po, Paris Centre for 

European Policy Studies, Brussels, p.9. 
4 A Digital Agenda for Europe. 
5 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsiir150&plugin=1. 
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sustainable future, by reducing the impact of human activity on the environment, increased 

energetic efficiency and by creating a more inclusive society. There is a need for further 

massive investments to create information highways. The achievements of the European 

Union in the field suggest Moldova to align to community policies and regulations, in order to 

approach the relevant indicators achieved by the European countries. 

 

The Moldovan policy framework in the field of ICT follows the EU trends, but is still 

incomplete 

The policy framework in the Republic of Moldova in the field of ICT followed the European 

trends of restructuring the sector and aligning to the international practice, by undertaking 

several restructuring phases: i) separation of policy-making functions from operational 

functions; ii) separation of policy-making functions from the regulatory functions by 

establishing a regulatory authority, and iii) full liberalization with introduction of competition. 

The “e-Moldova” National Strategy was only partially implemented due to lack of funding 

and insufficient coordination. The Telecommunications Sector Development Strategy 

approved in 2004 is not up-to-date any longer and needs revision. The new strategy should 

contain the implementation of Government strategic visions, at least regarding: 

 The implementation mechanisms of the acquis communautaire concerning the field of 

electronic communication, including through respective amendment of legislation; 

 Sector objectives and relevant indicators; 

 The objectives of the Government concerning the privatization/restructuring of 

Moldtelecom; 

 Mechanisms of ensuring the functionality of institutions that guarantee the 

competition on the market (policies, regulations, justice, etc.); 

 Efficient and effective management of the frequency spectrum; 

 Revised universal service (packages, implementations mechanisms). 

 

The Roadmap for e-transformation as a development platform based on innovation, 

knowledge and technology, assigned to the e-Government Centre, may include a great part of 

strategic provisions for sector development. 

 

The legal and regulatory framework in Moldova is only partially harmonised with that 

of the EU, but, besides the existing gaps, the implementation of legislation and 

regulations leaves much to be desired 

The 2007 Law on Electronic Communications is harmonized to a great extent to the 2002 EU 

regulations, and ANRCETI developed a complex regulation package of the field. The general 

authorization regime implemented in 2004, which provides for the notification procedures in 

order to start the activity in the field of electronic communications, substantially simplifies the 

entry on the market. The 2004 Law on Digital Signature and Electronic Document is under 

revision and full adjustment to the provisions of the 1999/93/EC Directive, in order to 

simplify the access to online services. 

The access to local loop and the associated infrastructure remains one of the barriers in the 

process of ensuring competition on the market. 

Number portability, selection and pre-selection of providers, universal service provision and 

112 unique emergency number are not yet implemented. 

The translation of the acquis into the national legislation implies the amendment of several 

laws, such as the Law on Electronic Communications, the Law on Personal Data Protection, 

the Law on Digital Signature and Electronic Document, other relevant laws, as well as the 

amendment/development of the respective regulations for the purpose of their compliance 

with the 2002 EC Directive, amended by 2009/136/EC and 2009/140/EC Directives. 
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The regulatory authority is recovering, but requires more independence 

The current mechanism of developing and managing the ANRCETI budget provides financial 

independence. The procedure of cancellation or amendment of ANRCETI decisions and 

regulations ensures a satisfactory level of ANRCETI independence. Nevertheless, the threat of 

influence peddling both by the state institutions and the operators persists. 

In order to ensure a higher degree of independence it is necessary to amend the manner of 

appointing and dismissing the members of the Board by appointing and dismissing them by 

the Parliament (amendment of the Law on Electronic Communications). 

The procedure of consultation with the Government of the rates for public electronic 

communication services provided to the end-users by the providers with a significant power 

on the fixed telephony market prior to their approval by the ANRCETI makes their approval 

impossible; therefore, this provision should be excluded. 

Non-observance of impartiality by the judicial system in examining the disputes in the field 

weakens the credibility and prestige of the regulator, and, in order to improve the level of 

competence of courts in the trials concerning the electronic communications field and the 

information technologies, consultancy services of relevant independent experts should be 

used. 

The frequent involvement of state authorities in the operational activity of Moldtelecom 

creates conflicts of interests that manifest as a result and due to the double role of the State in 

ensuring the development of the sector and the support of free and equitable competition on 

one side, and its role in the protection of interests of state enterprises that provide budget 

revenues on other side. This situation should be changed by the policy paper Electronic 

Communications Sector Development Strategy and foreseen in the legislation on management 

of state property. 

 

The economic crisis affected, though insignificantly, the ICT sector in Moldova; it 

develops at a sustainable pace, but lags far behind the EU countries 

The ICT sector on global and European level was affected by the global crisis, but to a lesser 

extent than other sectors of economy, due to the lessons learned during the sector crisis in 

2000. In Moldova, the ICT sector was also affected, but lighter than in the countries of the 

European Union. For the first time in the recent ten years, the value of the electronic 

communications market in 2009 registered a slight decrease of 1.8%, at the same time the 

Internet access and data transfer services increased in volume by over 50%, and the number of 

mobile telecommunications subscribers increased by 9% in 2010. The number of broadband 

connection subscribers increased by almost 50% only during one year, while the penetration 

rate of Internet subscribers reached 14%, compared to 10.2% at the end of 2009, and that of 

Internet users reached 38%
6
. From this point of view, Moldova was one of the countries with 

the highest growth rate in Europe. 

Although the penetration rate of fixed point broadband Internet access services reached 7.55% 

in 2010, this indicator is far below the average of 23.5% recorded in the countries of the 

European Union. 

The analysis of countries with a high indicator of development of ERS (Electronic Readiness 

Score) and GCI (Global Competitiveness Index) shows a close correlation between the degree 

of competitiveness and the degree of electronic readiness. The top states in the world in the 

ranking of the most competitive countries have also the highest degree of electronic readiness. 

Following the considerable efforts invested in the development and strengthening of ICT, 

under the impact of massive flows of ICT investments, these countries managed to reach the 

highest levels of development, therefore, strong measures are needed to trigger their 

development in Moldova. The recent efforts of the Government that initiated the e-

                                                 

6 Citizen Report Card. Sociological survey conducted by Magenta and IPP, with the support provided by the World Bank, 

the Swedish International Development and Cooperation Agency and UNDP Moldova, 2010. 
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Transformation Project, funded by a World Bank credit in the amount of about USD 20 

million is expected to radically change the situation, using the experience of most advanced 

countries in this field, such as Singapore (on the basis of a Memorandum between the 

Moldovan Government and IDA Singapore) and Estonia, with which an assistance project 

with Moldova is carried out. The Government should define the priorities in this field to 

obtain both immediate and long-term results that would facilitate the export of services. 

 

The role of Moldtelecom on the market diminished, but it remains one of the key players 

of the market 

The role of Moldtelecom has been substantially changed in the recent years, compared to the 

role of the company at its creation, when this operator was the sole telephony service provider 

in the country, now ceasing the primacy to mobile telephony operators. It is obvious that 

Moldtelecom continues to maintain a dominant position on several main markets and 

primarily in infrastructure services and retail fixed telephony services. De facto, 

Moldtelecom’s behaviour distorts the fixed telephony market and the competition on the 

Internet market for many years. The conflict of interests between the double role of the state 

as owner and regulator leads to a negative influence on the level of competition. Limited 

access to Moldtelecom associated infrastructure (piping, pillars, and buildings) of its 

competitors is a significant impediment in the development of a sound competition. Taking 

this into account, it is necessary for the Government to take adequate measures of 

political/legal/regulatory nature, for the purpose of minimising the probability of application 

of anti-competitive practices by Moldtelecom. 

ANRCETI conducted analysis of several markets (6), but has not yet named the Moldtelecom 

SA as an operator with dominant position on the market, in order to apply in its regard the 

relevant regulatory remedies. The postponement of tariff rebalancing by Moldtelecom 

announced on 1 March 2011 is an eloquent example of political influence. 

The most efficient solution to this problem, based on the global practice, would be the 

privatization of the historical operator, but the 4 privatization projects and 2 unsuccessful 

attempts, as well as the economic crisis, overlapped with the political instability in the 

country, lead to the conclusion that privatization is a more distant perspective. 

The latest research shows that the benefits of competition supported by a strong regulatory 

authority prevail over the privatization related benefits; but, in order for this to be valid for 

Moldova as well, an equidistant attitude towards propriety is required. 

In these conditions, the restructuring, streamlining and repositioning on the market of the 

historical operator in conditions of an efficient regulation is absolutely necessary. 

 

The restructuring and streamlining of Moldtelecom is an imminent condition, but a 

proper model should be chosen 

There are myriads of restructuring models of historical operators, ranging from reviewing the 

behaviour to functional/operational or structural separation. But, regardless of the chosen 

reorganization model (even with the intention to carry out the privatization later, at a better 

moment), the recommendations of the OECD Guidelines should be considered
7
 and a balance 

should be found in the responsibility of the state, for the purpose of an active exercise of its 

ownership functions, such as appointment and election of the Board, at the same time 

abstaining from applying improper political interventions in leading the society. Another 

major challenge is to ensure that there is a level-playing field in the markets, where the private 

companies can compete with the state company and where the state does not distort the 

competition through regulation or supervision competences. 

The selection of the restructuring model and the resolution of loyal competition problems 

depend on the goals aimed by the governments. 

                                                 

7  OECD Guidelines on Corporate Governance of State-Owned Enterprises. 4 ISBN 92-64-00942-6.OECD, 2005. 
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The following models may be applied. 

Voluntary assumption by Moldtelecom (further remaining integrated on vertical) of some 

mandatory commitments of correct behaviour,  ensuring loyal competition, with performance 

objectives monitored through indicators by a specially established supervision unit that would 

include representatives of alternative operators. 

The goals aimed by the Government with the restructuring may be, for instance, the 

following: 

 Streamlining of the historical operator without functional/operational or structural 

separation, strengthening the position on the market in conditions of fair competition 

towards preparation for privatization, with the purpose of obtaining a high 

privatization price and privatization in reasonable terms; 

 Improvement of service quality in the field of communications, increase in the number 

of jobs and extension of the taxation basis through creation of an attractive 

competition environment. These will be accomplished through functional/operational 

separation of Moldtelecom company. As a result, due to established more favourable 

conditions, a more accelerated development of the sector may be forecasted, due to 

competition and flexibility of alternative operators and of the respective Moldtelecom 

units to react fast to client needs. 

 

The final selection of the exact restructuring model should be done following a comprehensive 

diagnostic study and comparison of costs related to the restructuring activities. 

 

Shared infrastructure – a solution for investments in new generation access networks 

The development economy of FTTH optical fibre networks shows that multiple replication of 

the access network is not feasible, for the purpose of ensuring an effective competition. In 

case of (theoretically) a multiplication, generally only one or, rarely, two operators besides the 

first come may beneficially invest in the infrastructure of new generation access (NGA) 

networks. In any case, the deployment of networks by several NGA infrastructure operators is 

not profitable and limited in particular to densely populated areas. 

Consequently, the policy recommendation for Moldova would be the creation of conditions 

for an equitable sharing of the newly created fibre infrastructure, both in terms of 

investments, and of the access to that infrastructure. 

The network interconnectivity should be facilitated at any feasible point in a 

non/discriminatory and rapid manner, and the interconnection services should be delivered to 

cost-oriented tariffs, by applying the methodologies accepted on international level, such as 

LRIC (Long-Run Average Incremental Cost). 

It is necessarily to further ensure the unconditioned local loop unbundling (LLU) and the 

wholesale access to broadband and the copper loop and the so-called Bitstream access. 

The efforts of state authorities should be focused on providing conditions for loyal 

completion, where investments and development are motivated. 

 

The privatization of Moldtelecom is a medium-term perspective 

Generally, the privatization of the traditional operator leads to beneficial results for the 

operator, for the sector and for the entire economy (with some exceptions). In Moldova, there 

have been at least 4 privatization projects for the historical operator Moldtelecom, which 

provided various options: i) capitalization and development of the enterprise, ii) selling shares 

and setting the development goals, while offering an exclusivity period. The 2 privatization 

attempts (1996-1997 and 2002) failed, primarily because each time the politics influenced the 

process in a rather negative, than positive process. The failure of the last privatization attempt 

was conditioned to the greatest extent by the unsuccessful choice of the right moment, during 

times of deep global crisis of the sector. 
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The present global financial crisis and the political crisis persisting in the recent years in the 

Republic of Moldova leads us to the assumption that the short-term approach to the 

Moldtelecom privatization issue is not feasible. 

 

However, the international market shows some reanimation signs concerning the privatization 

in the telecommunication sector (Serbia, Albania, Kosovo) and, if the Government will decide 

to privatize Moldtelecom, it should take into consideration the following: 

1. There is no universal privatization solution to be applied in all cases; the exact 

solution depends on the goals of the Governments, the regulation framework, the 

development level of the capital market, etc. 

 

2. The privatization methods from the second privatization wave, after 2000, show that 

the secondary offer of shares in instalments prevailed in privatization. 

 

3. For Moldtelecom, the most suitable privatization method at the moment seems to be 

the listing at the stock exchange, by forming an initial offer and adjusting the company 

to the requirements of the stock exchange. 

 

4. The modern privatization trends show that the states keep a part of shares, in order not 

to lose control over infrastructure of national importance. 

 

5. The Government objectives regarding privatization may be, for instance: i) completion 

of the budget, ii) improvement of competition level, and iii) bringing of new 

technologies and acceleration of development. 

 

6. The best privatization results shaped when this was carried out in a competitive 

environment with correct regulation. 

 

7. The less pleasant effects of privatization are the decrease in the number of jobs, 

dismissing the staff, and increased tariffs for final users at the initial stage. 

 

The final decision concerning the manner of reorganization, restructuring, and strategic 

repositioning and privatization may be taken after the announcement of Government’s 

position and the conduction of a comparative comprehensive study on possible results of 

application of various models. 

 

The implementation of the Universal Service is still uncertain 

De facto, today, Moldtelecom supports by itself the universal service. Although the Law on 

Electronic Communications includes provisions regarding the Universal Service (US), there is 

no certainty concerning the universal service program and the terms of implementation of the 

universal service fund. The actors in the market have no common vision on their 

implementation, and most of them consider that the duty to contribute to the Universal 

Service Fund (USF) will put additional pressure on the companies and will become a 

subvention mechanism for an inefficient company. Based on the actualities in the 

telecommunications market in Moldova, it may be stated that: 

a) The access to telephonic services is no longer a problem for any locality in the 

Republic of Moldova, due to coverage of 98% of the territory with mobile services. 

 

b) The alternative mechanisms to implement the US seem more acceptable by the market 

actors (such as investments in their own networks). 
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c) The creation of the DCFTA and the liberalization of US will not lead to additional 

costs, compared to cost that would have been borne in absence of this Agreement, 

since the approach and the objectives remain the same with or without the Agreement. 

 

d) It is possible that tariff rebalancing would facilitate the implementation of US in an 

open and fair competitive environment and the costs for these services will diminish 

due to competition. 

 

e) It may be supposed that in mid- and long-term the benefits of US liberalization would 

prevail over the costs and Moldova will have the chance to reach the objectives 

assumed by adapting the indicators of the field to those in the European Union. 

 

f) Most European countries do not include the broadband internet access in the definition 

of the Universal Service, though countries such as Ireland, Finland, Switzerland and 

Spain recently included these requirements in the Universal Service package. For 

Moldova, this would be a medium-term objective. 

 

The long-term DCFTA effects for the sector would be positive, but measures should be 

taken to reduce some negative effects at the initial stage 

The implementation of the Association Agreement provisions that include harmonization of 

legislation and regulations with the acquis communautaire leads to the presumption that at the 

establishment of the Free Trade Area no additional costs would be necessary, since the 

legislation harmonization process for the sector would be finalized. 

The studies on the effects of establishing free trade areas (Zamfirescu) showed that in short-

term the liberalization of free trade was rather unfavourable for the candidate countries. In 

mid- and long-term the economic integration ensures benefits for all participating countries, 

regardless of their development level, since it offers each country the possibility to specialize 

in the production and export of products/services, for which it records a comparative 

advantage. The opponents of this theory bring empirical arguments that the integration of 

countries with different development levels favours actually the developed countries that 

attract the greatest share of benefits. 

The econometric studies conducted for Moldova
8
 show that, in case of communication 

services, the production volume will increase by 4.9%, the imports will decrease by 6.4%, the 

exports by 7.2%, and the demand for labour will decrease by 11%. At the same time, in case 

of computer and related services, the production volume will increase by 17.4%, the imports 

will increase by 22.4%, the exports by 0.9, and the demand for labour will increase by 16.6%. 

The acceptance of the results of these models imposes the following sector policy 

recommendations in order to diminish the negative effects: 

 The Ministry of Education should plan reducing the training of specialists for the 

telecommunication branch and increasing the number of specialists in computing and 

related activities. 

 Opening of retraining courses for the specialists that would be dismissed from the 

communication sector. 

 

 

This publication was developed by the JV Business Intelligent Services LTD on the initiative and 

with financial support of the Soros Foundation-Moldova. The views expressed in this publication 

reflect exclusively the authors` position and don`t necessarily represent the position of the donor. 

                                                 

8 Feasibility, Impact and Implications of a Free Trade Area between the European Union and the Republic of Moldova. 

ITAQA, September 2009. 


