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1. Context and Situation Analysis

The dual challenge that Moldova currently faces is to enact ambitious reforms quickly while at the
same time building a modern central public administration oriented to efficient provision of public
services. The Government is pursuing a clear set of priorities designed to counteract the impact of
the financial crisis, pursue European integration, and promote equitable growth. However, it is
relying on a public administration that lacks the people and structures needed to design and
implement policies to further these objectives. Many key positions are vacant or understaffed.
Moreover, as is often the case, the demands of rapid change run counter to the principles of stability
on which civil service employment is based. This is a challenge other countries in the region have
faced as they move from centrally planned economies to market-based democracies.

Moldova already has a framework for public administration reform (PAR), although the pace of
change has been slow, and results have been mixed. A Central Public Administration Reform (CPAR)
Strategy was developed in 2006 and a special coordinating unit was created [PAR unit under the
Prime Minister’s office]. The strategy aimed at reorganizing the central public administration,
optimizing the decision making process, and improving human resources and public finance
management. While the pace of implementation has varied over the past few years, with some
achievements being made, several key issues are still to be addressed. A new Civil Service Law took
effect only in January 2009, followed by the introduction of new standardized job descriptions,
competitive recruitment processes, and a performance appraisal scheme. The first performance
appraisal exercise was conducted the same year. However, many core pillars of the reform are still in
the pipeline, including new legislation on public service remuneration.

The Moldovan experience is therefore similar to other countries — CPAR is a difficult and slow
process, while, as in the case of any change process, it requires not only political commitment, but
also interaction between structural features, institutions and agents'. Only the interplay of these can
lead to improved governance and performance. For state institutions to perform the public services
expected of them, mechanisms need to be found to attract, retain, and motivate members of the
civil service. Yet, while civil servants play a crucial role as agents and are expected to contribute to
the change and systemic reforms currently under way, they do not necessarily share the same
interests and objectives as those that guide the PAR. Hence, introduction of new change agents from
outside the system are necessary to help stimulate needed reforms and shape public administration
institutions.

A similar initiative was considered in the past, but was in the end not undertaken by the
Government. The current government, however, puts the highest priority on implementing
reforms that would complete alignment with EU standards and values. Significant progress has
already been made in its first few months in office, in terms of stabilizing the fiscal situation
(agreement with IMF), stronger ties with EU (negotiations for new Association Agreement), and
elaboration of short term anti-crisis measures and a mid-term Government vision {Economic
Stabilization and Recovery Plan, Rethink Moldova).

The Government’s course of action received unprecedented support during the March 2010
Consultative Group meeting, at which donors pledged funding of 1.9 billion EUR over four years. This
commitment reflected recognition of the critical need for the Government to move fast in
implementing its reform programme. To ensure that these reforms achieve results and have a

' At a structural level this means change management and institutional re-design along the lines of the
functional reviews that were conducted upon the initiation of the CPAR and which still await full
implementation.




transformative effect, a change-agency is needed, and concerted action in shaping the PAR to the
needs of the reform programme.

As a fast response, the European Union has already provided a team of advisors to 9 high level policy
makers (EU High Level Policy Advisers - EUHLPAY) in partnership with UNDP to accelerate the reform
process and implement the Association Agreement (now under negotlation). The advisors are to
support key government institutions in designing, implementing and monitoring relevant policies and
measures. A future EU funding instrument to support institutional reforms {Comprehensive
Institution Building initiative) is also being designed, to start in mid 2011. This proposal is intended to
provide transitional capacity support to the public administration that would dovetail with these two
EU initiatives, as well as with the CPAR onguoing since 2006.

On-going donor support

World Bank assistance to the Government in implementing the Public Administration Reform
continues, in particular through administration of the Multi-Donor Trust Fund for Central Public
Administration Reform. The main of the CPAR is to improve the legal framework regarding the
Central Public Administration, the decision-making process, the human resource management, Public
Finance Management, all towards reorganization of the Central Public Administration.

In addition, the recently initiated (2010) EU/UNDP intervention is providing high level policy advice in
the overall implementation of the Government Programme, with particular focus on the EU
integration agenda, economic recovery and reforms. It supports deployment of a team of High Level
Policy Advisers within the key national institutions, including the Prime Minister’s Office, State
Chancellery, the Ministers of Economy and Trade, Finance, Justice, Interior, Agriculture and Food
Industry, Tax Inspectorate and Public Procurement Agency and supporting them in their efforts of
designing, implementing and monitoring relevant policies and measures. The recommendations and
advice will be transformed into policy actions by the Moldovan institutions and will generate scope
of work for additional support for the reforms in Moldova. In particular, this refers to the negotiation
and implementation of the new agreement between the EU and Moldova, capacity development and
public administration reform.

The European Union prepares a Comprehensive Institution Building (CIB) Facility to start not earlier
than mid 2011. The CIB will be offering assistance for implementation of mid-term reform plans in
selected institutions. This programme will focus on capacity building, identifying weak spots and
addressing these through training, technical assistance and equipment where necessary. The current
project will seek to serve as a basis and be an entry-point for the EU programme.

UNDP with funding from SIDA and ADC supports the Ministry of Foreign Affairs and European
Integration in developing its institutional capacity including through its expanded component in
support of the EU negotiation team. The fact that the MFAEI already received similar support will be
taken into account when selecting the project beneficiaries in order to avoid overlap and ensure
complementarity.

Justification for UNDP assistance

In Moldova, when Central Public Administration reform was initiated in 2005, UNDP was able to
respond rapidly and supported the conduct of functional reviews and the capacity development
efforts of the Government’s Public Administration Reform unit until the Muiti-Donor Trust Fund
became operational. The rapid response triggered broad based donor support for public sector
reform, and consequently led to increased alignments of donor assistance programmes. Alongside
the World Bank, SIDA and DFID, UNDP continues to play a critical role in providing support to
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implementation of the reforms, particularly to individual Ministries and specialized agencies {MFAEI,
Statistics Bureau, Border and Customs Services)UNDP takes note of the policy priorities of the
European Neighbourhood Policy Initiative.

Capacity development is critical for achievement of the Millennium Development Goals (MDGs), and
more generally, long-term economic and societal development. Against the background of a global
commitment to fighting poverty and pledges to increase the volume of aid, the development of
capacities to utilise development finance efficiently and effectively for human development ends has
acquired even greater urgency. Capacity development is a means towards reaching development
outcomes and for UNDP it is the “how” of development, and is at the heart of the organisation’s
mandate and functions. UNDP’s Straiegic Plan (2008-2011) states that capacity development is
UNDP’s single most important service to its partner countries. Capacity development underpinned by
the fundamental characteristic of national ownership, cuts across the all areas of UNDP
interventions, and informs the role of the UN development system in country.?

The proposed UNDP Country Programme for Moldova for the period of 2007-2011 applies a human
rights-based approach to human development in Moldova, in line with national development
priorities and MDG targets for 2015, and responding to key challenges of reform and European Union
integration. One of the UNDP Moldova Country Programme outcomes is centred on Good
governance, rule of law, access to justice and promotion of human rights. Under this area
considerable efforts will be made for supporting the Government’s development objectives of
modernising central and local public administration.?

The services that UNDP offers to its partner countries include methodological support, advocacy
services, technical assistance/programme support, and knowledge exchange. UNDP and Government
of Moldova have committed in the respective strategic documents to reach the objective of
establishing “a modernized public administration system, which is more efficient and better able to
develop, implement and monitor long-term policies and programmes”.*

UNDP has worldwide experience in capacity building; its impartial and independent support and
policy advice has led to the establishment of such facilities in several countries. lts outreach for
providing international expertise and ability for quick response to government needs makes it an
effective partner that ensures efficient utilization of resources, program coordination, better
targeting of activities, monitoring implementation and evaluation of results. In the case of Moldova,
capacity development activities have been core elements of UNDP’s programme, covering several
key public institutions.

2. Scope and Strategy

The main goal of the project is to enhance capacities of the Moldovan Central Public
Administration in order to accelerate the reform process and achieve Moldova’s short- and medium
term development goals. The project seeks to address urgent short-term capacity needs of the
public administration at a time when Moldovan central government institutions face serious financial
and human resources gaps. In addition to helping the Government pursue critical reform priorities,
the interventicn is designed to catalyze the on-going implementation of central public administration
reform

2 Supporting Capacity Development -UNDP Approach, Capacity Development Group, BDP, UNDP, 2007
*UNDP Country Programme Document for Moldova (2007-2011), Executive Board of UNDP, 2006
*UNDP Country Programme Action Plan 2007-2011, Chisinau, 2006
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An efficient, professional and transparent public administration will be ene of the basic preconditions
for achieving the Government’s broader reform and Eurc-integration goals, and PAR is a key
structural referm to this end. Its objectives are clearly spelled out and infrastructure (through
administration of the Multi-Donor Trust Fund for CPAR} is well set to address the public
administration challenges. However, its full effect can not be realistically expected immediately {at
least not during the coming 2 years), not only because of the financial constraints the Government
faces. A determined push by the government to resurrect the PAR process will require an adjustment
of functions, job descriptions and skill sets. Existing salary levels are generally too low to recruit high-
calibre staff, but these cannot be raised given current fiscal constraints; at the same time, cutting
overall spending to allow for salary increases is not feasible presently due to political constraints.

PAR implementation is of necessity a slow process, leaving large capacity gaps in the Moldovan civil
service. Yet at the same time, the civil service is expected to help devise and implement urgent policy
reforms. The paradox is that civil servants are expected to drive the change and reform process,
while at the same time lacking the necessary capacity and often the same interest. In sum, PAR is
slow process and designed to produce stable institutional structures that “reproduce” or “maintain”
themselves, while the strongly reforming government needs urgently to effect change.

In general, much needs to be done for the civil service to attract, train, motivate and retain skilled
and talented civil servants with good performance. Assessments suggest that the capacity gap varies
by line agency and a particularly consistent shortcoming is the lack of competence in policy analysis
at the top and at mid-management and specialist levels, at key unit levels within the ministries.

Moreover, the existing support (such as the EU HLPA) is directed at a limited number of ministries
and agencies and focussed only at the most senior and policy levels. For advice to be operationalised
and translated into practice, dedicated work by capable and efficient specialists and mid-
management level civil servants will be crucial.

Hence, this suggests clear logic to continue the reform of the central public administration in
Moldova by introducing short-term transitional support, both to help the civil service enact urgent
reform priorities and to serve as a catalyst to the civil service reform in particular.

The number of Moldovans working abroad is significant, among whom there is a growing stratum of
young, well-educated specialists. They represent a wealth of knowledge, experience and resource
base to be tapped into, and while many are interested and motivated to return to the country and
contribute to the reform processes taking place in Moldova, they need to be offered viable and
influential opportunities to do so.

The political situation was not conducive for resolving the conflict around the Transnistria region of
the Republic of Moldova. While attempts were made to revive “5+2” format of the negotiations, no
progress was made. The “frozen conflict” continues hampering the development of Moldova, further
work on consolidation of trust and strengthening the conflict sensitive/prevention capacity in the
country is much needed. The latter would encompass the broader set of stakeholders, and
particularly the Bureau of Reintegration (under the responsibility of the Deputy Prime Minister for
Reintegration)

These conditions create a window of opportunity to help accelerate the impact of existing initiatives
by providing, for a defined period, catalytic support that both reinforces the existing work done by
the PAR reforms and accelerates the implementation of key reforms that risk becoming hamstrung
due to lack of sufficient capacity in senior and mid-level positions in the civil service. Budgetary
constraints in the period to 2013 are unlikely to ease and the transmission of sound macro-level
management to micro-level and detailed structural reforms will falter without external support.
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3. Project Summary Budget

The timeframe for such an initiative will cover an initial period of three years, starting from 2010 to
2013, with an estimated budget of $2,89 million. The main funding partners are: UNDP, Open Society
Institute, as well as bilateral Governments (through direct cost-sharing of activities or parallel
funding).

4. Project Components and Activities

As a contribution to the on-going implementation of the CPAR reform, this project has the objective
of enhancing the capacity of the public administration to implement policies and programmes, with a
focus on short- and medium-term priorities. Assistance will be provided to help to catalyse the
reform process, fasten the transition, and bridge capacity gaps in public administration.

To achieve this objective, new capacity will be introduced through new “agents,” which will work on
a consultancy basis for a finite period to and focus on the change and reform process and as such
catalyze the work of the more stable civil service. Such “agents” can be individual consultants or
teams and units. At the same time, incentives will be rolled out to develop skills and encourage
better performance by existing civil servants. Such incentives will include performance awards,
scholarship and internship schemes, and targeted coaching and training programmes. The two
efforts — external capacity support and internal incentive programmes — will be closely coordinated
to encourage team spirit and coherent reform progress. The project can be expected to help advance

‘the CPAR and also provide valuable lessons and a potential forum for piloting remuneration schemes

to be introduced by the PAR in 2012. It can also build a foundation for the future EU Comprehensive
Institution Building Initiative.

The project will cover an initial time-frame of 3 years (starting as of 2010), with a view to its
expansion based on further needs identified during implementation. Capacity support is designed to
support the public administration regardless of electoral cycles, so project activities will be
implemented consistently over three years, without regard for the timing of specific elections.

The following types of activities will be implemented to efficiently address the gaps described and
respond to strategic and emerging needs and priorities of the public sector reforms:

a) Engagement of capacity building consultants/units (CBC)

A demand-driven mechanism will be set up to secure external consultancies to support the capacity
of ministries in priority reform areas. Requests for Proposals will be issued to solicit interest from
ministries and other key public institutions in improving their institutional performance by upgrading
policy analysis and implementation capacities. Under a competitive process, proposals will be
selected for support where they help drive forward strategic Government reform priorities. Selection
of priority proposals will be led by the Government in a transparent process.

The topics of such sub-projects and the TORs for such consultancies would normally be linked to the
assessments/recommendations of the EUHLPA and the diagnosis of the sector needs/gaps, inclusive
of the current and programmed support from donors managed by the State Chancellery, given the
natural synergies between the existing initiatives {(EUHLPA in particular) and this intervention. It
would be open to all governmental agencies and would be demand-driven; however,
implementation of the scheme would logically start within the ministries/institutions covered by the
EUHLPA project. As such, the consultancy support would cover the needs at the central level as well
as the decentralized and de-concentrated arms of the Government {local governments).
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