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MEASURES FROM THE
POLICY MATRIX H
On December 16, 2020, Parliament voted for
the tax and budgetary Policy for 2021.

POLICY MATRIX ON
THE RADAR

Results of the Policy Matrix have been pre-
sented on several important platforms.

MOLDOVA
BUSINESS
WEEK

2020

DIGITIZING THE
ECONOMY

Roadmap was included in the Government
Action Plan for 2021-2023.

MOLDOVA
BUSINESS WEEK

How efficient is the dialogue of business with

state authorities in promoting reforms?




Matrix, in the Govern-
ment Action Plan

On November 30, 2020, Government included a se-
ries of measures from the Policy Matrix in the Gov-
ernment Action Plan for the years 2021-2023 and
the Ministry of Economy and Infrastructure (MEI) in-
tends to take over the actions from the Matrix into
a program of economic measures in the context of
COVID-19, which is in the process of development.
Allin all, 64% of actions that provide for the optimi-
zation of the normative framework were taken up
in above mentioned documents. At the same time,
65% of Matrix actions related to tax solutions were
fully or partially included in the Tax Policy for 2021
or in the Draft COVID Program of MEL. Likewise, 65%
of actions, which provide for economic incentives,
were included either wholly or in part in the Gov-
ernment Action Plan or in the Draft COVID Program
of MEI. On December 16, 2020, Parliament voted
for the tax and budgetary Policy for 2021.

65% of Matrix ac-
tions related to tax
solutions were fully
or partially inclu-
ded in the Tax
Policy for 2021

64% of actions that
provide for the op-
timization of the
normative fra-
mework were
taken up in GAP

65% of actions,
which provide for
economic incenti-
ves, were included
either wholly or in
part in the GAP

64% 65% 65%

See the first 5 tax related actions of the Policy Matrix developed by the Secreta-
riat of the Economic Council, which were approved by the Parliament in the 2020

fall-winter session.

Measures to stop the IT

brain drain

Parliament extended by another 3
years the period for the application of
tax relief measures to the income tax
for employees whose basic activity is
“software manufacturing “. With this,
state wants to retain IT programmers,
highly sought after by international
companies. The period of application
of these incentives expires in 2020.
Business associations addressed this
topic during the development of the
Impact Study of COVID-19 pandemic
on economic sectors by the Secretariat
of the Economic Council. These bene-
fits will affect about 1000 non - resi-
dent IT companies of the IT park with
about 6000 employees. The turnover
of these companies amounts to about
3 billion lei. The state resorts to such
actions in order to ensure a predicta-
ble business climate and a favorable
investment climate in the information
technology industry, but also because

it wants to help increase the number
of such specialists in Moldova. 1,687
companies are active in the IT indus-
try, of which 656 are registered in
“Moldova IT Park”. The number of em-
ployees in this industry amounts to 15
522 people. In 2019, the share of the
ICT sector in the GDP of the Republic
of Moldova was about 7.1 %. It is im-
portant to note that the export of IT
services of only resident companies
of MOLDOVA IT PARK is 168 million
dollars, the total export of IT services is
198 million US dollars, and the total ex-
port of ICT constitutes 254.99 million
US dollars. The total amount of reve-
nues from the provision of ICT services
was over 15 billion lei, or 860 million
US dollars. IOnly 1.96% of all the pop-
ulation employed in Moldova (out of
739 366 people) works in the IT sector,
which, however, manages to produce
precisely 3.1% of the country’s GDP.

The total amount of revenues
from the provision of ICT ser-

vices was over 860 million US

dollarsin 2019
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Mobile operators have been paying the so-called” luxury” tax,

or as it is officially called the mobile telephony services tax,
since 2000.

The so-called” luxury” tax
for mobile operators will be
reduced by 40%

It was introduced in 2000 to
tax high-income individuals
who could afford to buy a
mobile phone, considered a
luxury at the time. The pro-
ceeds from this tax, almost
90 million lei annualy, go
to the National Population
Support Fund. Today the
mobile phone is no longer
a luxury, businesses argue
and during the last, at least
two years, calls for the re-
duction of the” luxury” tax,
or even its cancellation have
been increasing.

The topic was also raised at
the Economic Council, with
mobile operators arguing
that this 2.5% tax makes
the costs of services provid-
ed to the population more

expensive. The topic was

revived by business in the
summer of 2020 when ex-
perts from the Secretariat of
the Economic Council were
preparing the Impact Study
of the COVID pandemic on
economic sectors and the
Policy Matrix, supported by
the EBRD, UK Government
Fund for Good Governance
and the International Finan-
cial Corporation.

Thus, experts recommend-
ed that authorities perma-
nently eliminate this tax,
which has become anti-
quated as this could lead
to a reduction of tariffs for
mobile telephony services
or the launch of new mobile
services, which would facili-
tate the remote use of other
services and e-commerce.

Experts have proposed to
exclude the luxury tax in
exchange for the commit-
ment of mobile operators
to develop electronic pay-
ment services by phone,
while the sources necessary
for the National Population
Support Fund to be com-
pensated by a tax on citi-
zens whose annual income
exceeds one million lei.

The idea of the Secretariat
of the Economic Council ex-
perts was partly taken up by
the authorities. Thus, at the
end of 2020, by approving
the tax and budgetary pol-
icy, Parliament reduces the
luxury tax for mobile oper-
ators, starting in 2022, from
2.5% to 1.5%. ECS wil mon-
itor the subject.

Employers will be able
to deduct expenses
incurred for testing em-
ployees for COVID-19

From 1 January 2020, it is allowed to
deduct the expenses incurred by the
employer for SARS-CoV-2 virus test-
ing, and the payments made by the
employer for SARS-CoV-2 virus testing
are non-taxable sources of income for
employees. Provisions approved in
December 2020 by Parliament are en-
forced from January 1, 2020. Through
this measure the state wants to encour-
age the testing of employees in order
to avoid the spread of infection and
stopping the activity of business. Prior
to this amendment, payments made by
economic operators for the purpose of
testing employees were taxable incen-
tives granted by the employer. From
these amounts, income tax, mandato-
ry state social insurance contributions
and mandatory health insurance pre-
miums were calculated and paid. That
deduction is also found in the Policy
Matrix developed by the experts of the
Secretariat of the Economic Council.

The deadline for
reporting has been
extended

Companies, other than those of pub-
licinterest, will no longer to hurry the
process of submitting financial state-
ment and the audit report within 120
days from the last day of the reporting
period. Changes in this regard were
made by the Parliament in the budg-
etary-tax policy for 2021. According
to experts from the Secretariat of the
Economic Council who proposed this
measure during the process of de-
veloping the Policy Matrix, business
community highlighted a number of
obstacles in the application of legal
provisions prior to the amendments
made by the MPs. It will be easier for
companies now, the deadline for sub-
mitting these documents has been
extended by 30 days.
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During the last months the results
of the Impact Study of the COVID-19
pandemic on the economy and the
economic recovery Policy Matrix have
been presented on several important
platforms. In October, Prime Minister
lon Chicu had a working meeting with
the group of experts of the Economic
Council. ed in the Study with institu-
tions concerned.

Adjustments to the Tax
EOREREEE

Policy Matrix on the radar
of authorities, donors and

investors

lon Chicu has acknowledged the
work of economic experts and
requested the continuation of dis-
cussions on the measures includ-
ed in the Study with institutions
concerned. The Head of Govern-
ment mentioned that some of
the expert proposals agreed with
public authorities will be includ-
ed in the budgetary tax policy
for 2021. In November, the doc-
ument was presented at the “In-
vest Gagauzia 2020” International
Forum, and in December, interna-
tional donors, such as UNDP office
in Moldova, EU in Moldova, USAID,
Soros Foundation in Moldova, In-
ternational Labor Organization,
EBRD, World Bank, etc., have been
informed about the results of the
study.

If adopted by the authorities,
these measures and actions could
contribute to a recovery in the af-
fected economic sectors. In this
regard, 3 sets of actions are pro-
posed. According to the research,
the implementation of these
actions, entails budgetary costs

amounting to about 3.7 billion.
lei, and could generate econom-
ic benefits of 12.9 billion lei and
budget inflows of about 4.8 billion
lei. The development of the Im-
pact Study and the Policy Matrix
to support the affected business
community started in mid-2020.
Experts contracted by internation-
al donors and those of the Secre-
tariat of the Economic Council had
discussions with representatives
of more than 20 economic sectors
in the country, which account for
more than 85% of the turnover
in the real sector of the econo-
my. All the information collected
by the experts was summarized
and formed the basis for the de-
velopment of the Policy Matrix
for economic recovery during the
pandemic.

Documents were prepared by the
ECS in collaboration with the Min-
istry of Economy and Infrastruc-
ture with the support of EBRD and
International Financial Corpora-
tion, development partners, EC
members.

ECONOMICAGROEVTH PARADIGM FOR

\TU GAGAUZIA

+ 14 measures that cost
little (135 mil. lei), have a
major economic impact
(2.1 bil. lei) and generate
additional revenues to
the budget (57.5 mil. lei)

+ 17 measures that have
budgetary costs (1 bil
lei), have a major
economic impact (4.4 bil.
lei) and generate
additional revenues to
the budget (1.4 bil. lei)

« Digitization of the
economy, simplification
of procedures on getting
construction permits,
export certificates,
agriculture

+ Eliminating distortions in
the value chain in
agriculture, reducing the

shadow economy,
facilitating the
employment of young
people

THE FIRST SET OF MEASURES

Optimization of the regulatory framework
- measures aimed in particular at digitizing
the economy, simplifying construction per-
mits, optimizing export confirmation docu-
ments, regulations in agriculture, etc.

* 17 measures that have

budgetary costs (2.6 bil.
lei). have @ major
economic impact (6.4 bil.
lei) and generate
additional revenues to
the budget (3.3 bil. lei)

* Providing more state

guarantees, boosting the
"First Home" program,
agricultural subsidies,
imigation systems,
business development

THE SECOND SET OF MEASURES

Adjustments to taxation. Here the proposed
measures are aimed at eliminating distor-
tions in the value chain in agriculture, re-
ducing the grey economy, facilitating the
employment of youth, etc.

4 Info Bulletin // Economic Council to the Prime Minister of the RM

THE THIRD SET OF MEASURES

Economic incentives. These are measures
aimed at providing a larger volume of state
guarantees, boosting the “First House” pro-
gram, agricultural subsidies, development
of irrigation systems, business develop-
ment.



EC secretariat, in cooper-
ation with the Ministry of
Economy and Infrastruc-
ture, promotes the imple-
mentation of 37 actions
from the Roadmap in order
to bolster the process of
digitization of the nation-
al economy and develop
e-commerce, prepared with
the support of the EC Secre-
tariat, including on the basis
of proposals of the business
community.

The document was included
in the draft COVID Program
of MEl and, in general, in the
Government Action Plan for
2021-2023.

During the implementa-
tion of several actions of
the Roadmap on the digi-
tization of the economy, a
draft amendment of about
30 legislative acts was de-
veloped, which is currently
at the Ministry of Economy
and Infrastructure prepared
to be presented to the state
Chancellery for promotion.

The draft is essential to the
business community but
also to public authorities,
given the situation with the
pandemic, and among oth-
ers aims at excluding the
requirement of notification
as private data operator,

liberalization of the con-
sent form for the process-
ing of personal data; facili-
tating the use of electronic
signatures and  remote
identification, recording,
de-registration and remote
amendment of documents;
unilateral recognition of
electronic signatures from
the EU area; widespread
use of electronic signatures

in labor relations.

Meanwhile, the Secretariat of the Eco-
nomic Council is busy drawing up the

next package of measures aimed at fa-
cilitating remote relations and develop-
ment of e-commerce.
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This is shown by the data of Moldovan insur-
ers, who participated in the survey organ-
ized with the support of the Transparency
of the Financial Sector in Moldova Project
financed by USAID. The action takes place
within the process of developing the norma-
tive framework providing for a mechanism
for establishing the amount of insurance
for hazardous industrial objects in Moldova.
Debates with the participation of insurers, in-
ternational experts and state institutions are
taking place on the platform of the Econom-
ic Council to the Prime Minister of Moldova.

Participants in the discussions mentioned
that in Moldova there are more than 4700
functional hazardous industrial objects, such
as lifts, industrial machinery, gas station ma-
chinery, etc. But the 8 insurance companies
in Moldova issued only 813 insurance poli-
cies for hazardous industrial objects, that is,
for 17% of all those registered in our coun-
try. Moreover, according to experts, in 2019,
damages applications for incidents involving
hazardous industrial objects were filed by
two claimants only, the cumulative amount

of compensation amounting to only about
1000 USD.

Cristina Gravce...

Mihaela Babici

|. Factors to set coverage limits b&sed on risk

Please list top factors to set coverage limits. Is the information available? No

. Amplasarea obiectului / location of the HIO

n

. Domeniul de activitate a detinatorului OIP/ type of activity of the operator

w

. Tipul OIP/ type of the HIO

EN

. Numarul de OIP detinute de un proprietar/ number of HIO owned by an operator

«

. Prejudiciul maxim/ maximum damage

ol

Chsificarea pagubelor / damage chassification

Comments: interpretarea separata a riscurilor aferente atacurilor teroriste

Lihan Barbier

All these and other issues are discussed at the Economic Council after the
Parliament voted in 2018 on a law.

Theis document expressly regulating the
amount of liability insurance for possible
damages in case of accidents involving a
hazardous industrial object, the amount
of which, depending on the category of
danger of hazardous industrial objects,
varies from 5 to 100 million lei. Then the
business community addressed the topic
within the platform noting that the new
provisions will ruin, especially small and

medium-sized enterprises that will not be
able to pay these huge damages. That is
because setting by law a fixed amount of
insurance, increases up to 100 times the
size of the insurance premium. A year lat-
er the Parliament returns to the old rules
provided that a normative framework will
be developed to offer a solution in this
area.

The Secretariat of the Economic Council and the Ministry
of Economy and Infrastructure also called on international
expertise in this regard, connecting the experts of the Trans-
parency of the Financial Sector in Moldova Project to this
process.

Following discussions with all parties to this process, experts
are expected to develop a set of proposals to be discussed
in the Economic Council.
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Conditions for opening
nurseries for children of
employees are unattrac-
tive for business

Economic Council. The Ministry is willing to discuss
all proposals from experts, especially since there is
experience of opening nurseries for children from
vulnerable families in Moldova. Experts should
identify normative provisions in the area of early
education that need to be reviewed and come up
with proposals, taking into account primarily the
health and safety of children.

Closure of schools and kinder- is Regulation on the organiza-

gartens due to the pandemic
has forced some employees into
being furloughed or take un-
paid leave to care of children left
at home. Some employers are
thinking about opening nurser-
ies in companies for children of
employees, including children
up to 3 years, thus motivating
women to go to work before
the expiry of maternity leave.
But existing legal provisions
discourage employers from set-
ting up such nurseries. One of
the documents regulating pre-
school institutions in Moldova

tion and functioning of the early
education institution. Although
companies are not prohibit-
ed from opening nurseries for
children of employees, the doc-
ument contains provisions im-
possible to fulfill by the private
sector. These and other obsta-
cles faced by business in their at-
tempt to open nurseries are dis-
cussed at the Economic Council
at the request of the Partnership
for Development Centre. The
Ministry of Health, Labour and
Social Protection welcomed dis-
cussions on this subject in the

The Secretariat of the Economic Council will mon-
itor the subject.

Memorandum of Co-
operation between the
eGovernment Agency
and the Secretariat of
the Economic Council

Public institution “Elec-
tronic Governance Agen-
cy” (EGA), and the Sec-
retariat of the Economic
Council to the Prime Min-
ister of the RM (SEC) have
signed a Memorandum
of cooperation, aiming to
contribute to the quality
of dialogue between rep-
resentatives of business
community and govern-
ment decision makers,
says a press release of
the Electronic Govern-

ance Agency. The main
objectives of partners are
to facilitate the dialogue
between representatives
of business community
and government decision
makers, as well as to im-
plement policies to mod-
ernize government servic-
es and e-transformation
of governance, by offering
effective solutions to in-
crease quality of services.

ki

mibrie 2020
0.00

LIVE

Sustinere financiara pentru antreprenori

din partea statului la crearea locurilor de
munca noi si ocuparea acestora

WEBINAR PENTRU ANTREPRENORI

iani£at e ANEIFM in pastemeriat e Consllisl Eceromc

Financial support for business for the creation of

jobs and employment

The National Employment
Agency (NEA) held the webinar
on the topic: “Financial support
for businesses for the creation
of jobs and employment”, ad-
dressed to representatives of
business community.

This webinar was organized in
partnership with the Economic
Council to the Prime Minister of
Moldova.

Starting from 2019, a new leg-
islative framework in the field
of employment is being im-
plemented, a package of new

active employment measures
aligned with European practices,
addressed to both the unem-
ployed and businesses.

During the webinar, the repre-
sentatives of NEA presented the
support offered to businesses,
in terms of financial support for
the participation in profession-
al training of the unemployed,
subsidizing jobs for the employ-
ment of representatives of vul-
nerable groups, support for the
creation and adaptation of jobs.

www.consecon.gov.md 7




How efficient is the
dialogue of business

with state

authori-

ties in promoting re-

forms?

The vision of business associ-
ations on the efficiency of the
G2B dialogue was shared by
representatives of 5 business
associations from Moldova, dur-
ing the panel "Business - a part-
ner in promoting state reforms”
during the Moldova Business
Week 2020.

According to Mila Malairdu, Ex-
ecutive Director of the Ameri-
can Chamber of Commerce of
Moldova, in recent years, the
decision-making processes by
the authorities have become
much more transparent.

To attract investments in Mol-
dova, the Government should
speed up the implementation
of the Association Agreement
between Moldova and EU, says

Mariana Rufa, Executive Direc-
tor of the European Business As-
sociation. Business associations
have always been the promoter
of innovative elements in eco-
nomic development, and the
ones in Moldova are no excep-
tion, said Ana Groza, Executive
Director of Foreign Investors
Association of Moldova.

During the same event Anasta-
sia Sprincean, representative of
the Romanian Investors Asso-
ciation in Moldova, mentioned
the need to continue discus-
sions with Chisinau authori-
ties on the topic of promoting
cross-border trade, including
by streamlining traffic through
border crossing points for busi-
nesses on both sides of the Prut

river. Moldova is a place for

MOLDova
BUSINESS WEE
2020 "

successful business histories,
said Liliana Busuioc, Executive
Director of the Alliance of Small
and Medium-sized Enterprises

of Moldova. The panel "Busi-

ness - a partner in promoting
state reforms” at Moldova Busi-
ness Week was moderated by
the Secretariat of the Economic
Council to the Prime Minister.

€€CONOMIC
COUNCIL

The Secretariat of the Economic Council to the Prime Minister is supported by the European Bank for Reconstruction and Development, !m o
funded by the UK Government’s Good Governance Fund, and the International Finance Corporation’s Investment Climate Reform Project
funded by the Government of Sweden’s International Development Agency.
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