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During its development, both economic and as independent state the Republic of Moldova has 
been significantly hindered by the “Transdniestrian conflict”, inclusively by the single fact that 
it exists. Delaying the process of Moldova’s reintegration reflects the main players’ inability to 
politically settle the “frozen conflict”, as well as a need to shift the stress from political to 
economic ways of settlement. The economies of both regions cannot and should not be 
hostages of the political settlement. As experience proves, focusing on settlement of 
Transdniester problem exclusively by political means leads to blocking economic activities, 
which would mean loss of positive dynamics of both economies growth, as well as loss of 
markets for domestic goods for enterprises from both the left bank of the Dniester and from 
Moldova. This situation can ultimately lead inclusively to social tensions.  

Moldova and Transdniestria economies due to objective reasons are “open” type economy, 
which implies the importance of foreign trade and economic activities, as well as attracting 
foreign investments for and efficient economic development.   
Importance of foreign investments for a country’s economy is undeniable: a chain of impacts 
they generate affect both production of goods and services, as well as consumption, 
simultaneously motivating demand and supply. Investments are the stimulus that generates new 
economic activities and as a result new goods and services indispensable to a viable economy.  
Mobilisation of investment resources is a key element in an economic equation which favours 
and anticipates any country’s development strategic objectives. This process contributes to 
industrial output growth, national economy overall improvement, solving the problem of 
enterprises technological upgrade, but also to sustainable development of regions 
(communities) and thus solving social issues. 

Functioning in a competitive environment at regional and global levels, in a situation of 
permanent liberalisation of movement of people, goods and capital, countries are in a 
permanent competition, inclusively in the field of attracting foreign investments, both local and 
foreign. Instruments used by competent national authorities in this regard vary depending on 
priorities and potential they have, but their common features are the development effort, need 
for a clear, transparent and predictable vision in investment field (through medium and long 
term policy documents), ensuring a most attractive investment environment (inclusively 
through simple regulations, fiscal incentives, etc).   

During 18 years both Moldova and Transdniestria have gained their own transformation 
experience: in investigating general ways and methods of society and economy liberalisation, 
as such; in macroeconomic stabilisation and ownership reforms, structural reorganisation of 
economy; level of state involvement in economy. 

With all existing differences, often quite cardinal in the process of transition from centrally 
planned to market economy, both in Moldova and Transdniestria two clearly distinct periods 
are attested, which coincide in time but differ in content. These periods are as follows: first – 
from 1992 to 1999 and second – from 2000 onward.  



In 1992 – 1999 in Moldova efforts were concentrated on creating a market infrastructure, 
reforming the ownership system and macroeconomic stabilisation. First of all, with IMF and 
WB assistance there were started preliminary activities for joining the international system of 
market economy. A system of institutional structures for a proper functioning of market 
principles was set up. In the Republic of Moldova in terms of the liberal-monetarist theory 
there was carried out a “package” of institutional reforms meant to ensure transition to the 
“market economy” system. State institutions, following these canons, withdrew from the 
economy creating for it only the institutional structure basis. 

On the other hand, in Transdniestria the same period (1992 – 1999) manifested itself first 
of all as a very complex and painful period of “self-identification”, when the issue of survival 
of the region as an independent unit was at stake. Economic transformation coincided with 
statehood building and a “need” to set up its own institutional and legal systems. Taking into 
account the specific conditions there was taken a decision to use on the left bank of the 
Dniester normative acts of the USSR and MSSR which did not contravene to the Constitution.  

The second period on both banks of the river is named “period of reproductive growth”. 
In 2000 the Moldovan and Transdniestrian economies hitting the “bottom” re-launched and 
overcame the turning point of their post-crisis development.  
Moldova in 2001 became a full-fledged member of WTO and joined the Stability Pact for 
South Eastern Europe which opened for her not only new markets, but also the possibility of 
investment projects implementation.  

The Republic of Moldova development from the investment framework effectiveness 
viewpoint can be divided into two periods. 2001 – 2004 can be characterised as stagnation in 
investment environment reform. In 2005 – 2008 the situation significantly changed, being 
implemented a number of important reforms. Despite these reforms the Government is 
importantly present in the economic life, often distorting the investment environment with ill-
considered interventions.   

At that moment in the Republic of Moldova the structural reform in the state investment 
activities field took place. Thus, the National Agency for Attracting Investments was functional 
and drafted proposals for the first Investment Strategy, which was approved in March 20021. 
Simultaneously, there was published the first edition of the Investment Guide and other 
promotional materials which reflected investment opportunities in the Republic of Moldova 
and disseminated during the first Investment Forum entitled “Moldova open to the world”. Due 
to the fact that 1999 – 2003 period is considered as the beginning of setting up of a favourable 
investment environment, at that moment the Law on foreign investments2 provided for a 
number of fiscal facilities for enterprises with foreign capital which were functioning on the 
territory of the Republic of Moldova.  

2002 – 2003 were the less productive years from the investment environment reform 
perspective, because a number of technical barriers to exports were introduced, while the 
Government engaged in a fruitless battle with IMF and in 2004 was attested a slight shift in the 
Government’s attitude towards the problem of business environment. There was drafted and 
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adopted the Economic Growth and Poverty Reduction Strategy Paper (EGPRSP)3, which 
contained a number of objectives relevant to investment climate (consolidation of justice, 
fighting corruption, regulatory framework reform, support to entrepreneurship, free initiative 
stimulation, protection of competition). 

In 2005 was launched the first phase of regulatory reform which aimed at simplification of 
business registering and licensing procedures, inclusively through implementation of a one 
stop shop, revision and simplification of business regulatory framework and optimisation of 
institutional structure of state control agencies. The new Law on “investments in 
entrepreneurship activities”4 was adopted, by which foreign entrepreneurs were equalled in 
rights with local ones. 

2006 was marked by an embargo imposed by the Russian federation on alcoholic beverages 
from Moldova, while improvement of relation with the Monetary Fund and World Bank was a 
positive signal to investors’ community and encouraged the Government’s reform wing. A 
number of legislation amendments were carried out: a) Law on insolvency amended; b) 
Strategy of attracting investments and promotion of exports for 2006 – 2015 approved; c) 
Strategy for supporting small and medium size enterprises development for 2006 – 2008 
drafted and Law on support of small and medium size enterprises adopted; Law on main 
principles of entrepreneurship activities regulation voted.  

This Law stipulates a number of very important elements of the regulatory policy, among them 
– policy predictability, decision-making transparency and a priori analysis of regulations 
impact on entrepreneurship activities.   
2007 as the previous year was full of legislative events with an impact on business 
environment in Moldova. On February 1, 2007 the Strategy of reform of the framework of state 
regulation of entrepreneurship activities was adopted and in March the Parliament set up a 
Special Committee for optimisation of the entrepreneurship activities legislative framework 
regulation. The 2007 surprise of the year was the President’s triple initiative of fiscal amnesty, 
legalisation of capital and a zero tax rate on reinvested profit. The National Agency for 
Protection of Competition (ANPC) was finally created in 2007. Another, quite remarkable 
event was adoption of the Law on administration and denationalisation of public property, 
which allowed to “unfroze” the privatisation process. Setting up a financial mega-regulator – 
National Commission for Financial Market – was a positive development which would favour 
in future development of the non-banking financial services market and corporate 
management. 
It also has to be mentioned that during 20001 – 2008 a number of other reforms that had lasted 
many years were completed. Thus, during this period was amended the fiscal policy, 
materialised in a decrease of income tax for individuals and legal entities, decrease of social 
insurance tax paid by employers and increase of that tax paid by employees, introduction of 
compulsory health insurance payments. Reforms aimed at improving fiscal administration 
continued, to a certain extent customs procedures were simplified, competences of various 
control structures were delimited.   

Development of gross fixed capital formation in 2000 – 2007 proves a progressive trend, it 
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being supported by an increase of population’s incomes an as a result consumption, as well as 
by an increase of local and foreign investments.    

GDP increased during the analysed period and registered a threefold growth in 2007 comparing 
to 2000. GDP growth was supported by an increase of gross fixed capital formation, which 
registered a sevenfold increase, from 2.5 million MDL in 2000 to 17.8 million MDL in 2007. 
In the first quarter (Q1) of 2008 gross fixed capital formation increased by 39.1% comparing to 
the same period of previous year.   
Analysing statistical data on investments in fixed capital in national economy there can be 
suggested the trend of investment activities intensification, influenced by the process of 
decentralisation of financing of constructions and increase of the role of business operators’ 
own assets in implementation of investment projects, but also attracted foreign investments.  
Investments in fixed capital increased in the analysed period 8.5 times, or 14.9 million MDL in 
2007. In Q1 2008 the level of investments in the fixed capital was 1.9 million MDL, or a 30% 
increase comparing to the same period of 2007.   

This approach gives a new perspective to the national GBP analysis from its structural 
viewpoint: weight of investments in fixed capital in the GDP structure increased from 11.0% in 
2000 to 28% in 2007. To put it differently, GDP growth was accompanied and supported to a 
greater extent inclusively by increase of investments in fixed capital – an important 
phenomenon in production process, in solving sustainable economic growth and restructuring 
problems.  
In the structure of investments in fixed capital by types of ownership, investments in joint 
ventures property are interesting - a category which in 2005 – 2007 was on the third position, 
but currently is on the first. Although, their share registered a 7.4 percentage points decrease in 
2006, it came back to 19% in 2007, while in Q1 2008 significantly increased to 30%, taking 
the second place. 
The weight of investments in foreign enterprises fluctuates during the examined period from 
8.8% in 2005 to 14.2% in 2006, 12% in 2007 and 13.6% in Q1 2008. 
The last two categories have a special importance in quantification of the local investment 
environment solvency: they imply participation of foreign capital and cover about 28% of all 
investments in 2005 – 2007. Moreover, in Q1 2008 their weight was 43%. Thus, the increasing 
role of foreign capital in national economy becomes more evident – following the example of 
all Central and Eastern European countries, just that role until now is more pronounced in less 
productive sectors oriented predominantly to local market, such as financial, trade and services.   
Real sector of the economy benefits less from the effects of foreign investments growth, which 
is the cause of low competitiveness of local products, net excess of imports over exports and as 
a result deterioration of commercial balance and balance of payments.  

Bitterness of this phenomenon is aggravated by the fact that real sector of national economy 
could fully benefit from constant growth of local and foreign demand, especially for food 
products and essential goods, which do not need considerable technological and financial 
efforts.   

The breakdown of foreign investments by types of activities shows that in the total value of the 
balance, for all categories of investments, inputs of capital were oriented predominantly to 



trade sector (which includes, according to the used methodology, also some types of services). 
This category constitutes 22.6% of the investments balance, which is equal to 3.5 million 
MDL. It is followed by processing industry and banking services – their balance massively 
increased in 2007, almost twice. The top five is closed by real estate and energy sector, thus, 
the fist 5 types of activities absorb 90% of all investments (see table 2). 
In the same context, there can be attested a directly proportional interdependency between the 
speed of economic fields (sectors) development and direct investments to these fields (sectors). 
Thus, obviously, the recent years economic growth engines (trade and services, constructions, 
transport and communications, energy) are among the leaders in foreign investments. 
Unfortunately it is also obvious the interdependence between negative performance of some 
sectors (for example agriculture), both in economic development and attracting foreign 
investments.  

A correlated analysis of the investments balance based on types of activities and categories of 
investments proves an increased interest (by amount of sums and related to credits, borrowings 
and other carried out investments) of investors in participating in the authorized capital of 
enterprises from processing industry, financial and energy sectors. At the same time we observe 
that the most preferred by investors types of activities for offering credits and borrowings are 
trade branches (inclusively cars and goods repairs) and those linked to real estate and renting.  
Analysis of the top of foreign direct investments flows according to types of activities suggests 
the activities that lead to high profitability rate and for which the costs in Moldova are lower 
than in the investments countries of origin. Among those the most important are banking 
activities (strengthening of positions in the banking sector, leasing, insurances and micro-
financing), real estate and trade, followed by transport and communications, processing 
industry and constructions.  

The dynamic of net flows of net foreign investments by types of activities for 2006 – 2007 
shows that the growth tendency was registered in the financial sector, real estate, constructions, 
as well as hotels and restaurants. 
Analysis of the net flows of foreign investments by origin shows that in 2006 – 2008 Q1 the top 
of investing countries did not have a constant structure, being subject to changes every time 
(see the tables and charts below). However, it is characteristic that the leaders of this top in 
2006 – 2007 Netherlands and Italy are approximately 2 times ahead of the next country 
registering in the weight structure 34% and 33% respectively. In 2008 Q1 the leader (Cyprus) 
did not have such a big advantage getting ahead of place 2 (Turkey) by about 27%.  
For the 2006 – 2007 period, as well as 2008 Q1 there is a number of countries with a positive 
net flow of investments, which can be find in the top during the analysed period. Thus, there 
can be mentioned Netherlands and Cyprus – members of top 3, Italy, Germany, France, and 
beginning with 2007 – Romania. As a rule, these are countries that register the biggest net 
investment flows, the maximum weight being accumulated by the first 4 – 5 countries of the 
top in each period. 
In the same context, in 2006 –2008 Q1 the most active investors to the Moldovan economy 
were Netherlands, Italy and Cyprus. In this period their joint weight in the net investment flow 
reached 64%. The leader, Netherlands, had a 25.1% share, overtaking a little Italy, which 
registered 23.6%, thus together amounted for almost a half of net investments. Cyprus 



accumulated 15.16% of the net value of foreign investments (1 billion MDL). In total, the top 
10 countries combine 88% of the net investment flow, while 78% are the share of the EU 
member states. 
In comparison with the structure of historic balance of foreign investments (accumulated till 
the end of 2008 Q1), examined in the previous chapter, in the structure of net flows by origin 
accumulated in 2006 – 2008 Q1 were not registered changes in top 3 countries, those 
continuing to be, in descending order – Netherlands, Italy and Cyprus.    
At the same time in the top of countries which generate net flows of investments are Germany 
and France, countries that “decline” as Russia, which descended from place four to place eight.                     
For Transdniestria the second period was also difficult, because there were undertaken 
efforts to set up a favourable business environment for investment activities on the territory of 
the region. Currently, in Transdniestria there is a system of legislative instruments which allow 
regulation of any types of entrepreneur activities, inclusively with participation of foreign 
capital. There were adopted their own Codes, drafted packages of legal documents that regulate 
entrepreneur activities, labour relations, cooperation between local employers’ unions, trade 
unions and administrative-institutional organisations, which ensure maximum transparency and 
business legality, as well as protection of intellectual property. Modern legal framework of the 
Transdniester region allows setting up enterprises of any administrative-organizational nature, 
characteristic to the systems of economically developed countries. 
At the same time, it is important to mention that in the process of drafting legislative-normative 
acts, the Transdniestrian administration is guided predominantly by the legislation of the 
Russian Federation and international documents (system of international accounts, 
international quality standards ISO-9000, international environment standards ISO-14000 etc), 
while the harmonisation of the Transdniestrian legal framework with that of the Russian 
Federation and the international one is carried out due to considerations specific to the region 
(governing format, territorial system, lack of international status, economy structure and 
specialization).   
In order to develop small and medium size enterprises in Transdniestria a legal and economic 
basis was set up within which the following legislative acts function: on entrepreneurship 
activities; on small scale privatization; on development of small entrepreneurship; on free 
economic zones; on leasing. 
According to official 2008 statistical data on the left back of the Dniester territory there were 
registered 4000 organisations with the number of employees less than 100 people.  While time 
passes by the development of SMEs is characterised by increase of volume indicators.  

Transdniestria, in fact, as the entire Moldova has an urgent need of foreign investment capital. 
Investments are needed both for reconstruction of technical infrastructure facilities and for 
renovation of enterprises, first of all export oriented. The Transdniestrian administration 
believes that “today there are set up all necessary conditions for participation of foreign capital 
in the process of enterprises privatisation, there exists the necessary legal framework”5. 
Russian capital has started working on the Transdniestrian market mainly offering financial 
and technical credits to enterprises. Thus, beginning with 2000 Russia is practically the only 
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donor for development of the Transdniestrian economy. Due to the aforementioned and 
exclusively for the foreign investor (namely for ITERA company, registered in Liechtenstein) 
an exception was made (because at that moment the privatisation process was suspended) and 
the biggest company in Transdniestria – The Moldovan Metallurgical Plant was privatised back 
in 1998. Thus, ITERA company became the owner of 70% of shares6, while 15.6% were 
owned by the state and 14.4% - by individuals.  

At that moment the Government of Moldova had a calm attitude, without any objections. The 
privatisation process in Transdniestria became visibly more active in 2003, a trend dictated by 
the wish to legally determine the owners of enterprises alongside the process of elaboration of 
the so-called project (which was futile from the very beginning) of setting up the so-called 
“Common State” Republic of Moldova – Transdniestria.  
The Russian capital has started working in Transdniestria among the first not only as a creditor, 
but also as owner and cofounder of enterprises. The serious attitude of the “hosting party” was 
proven by introduction of amendments into the Law “on foreign investments”. The wish to 
attract investors to the tobacco processing and winemaking sectors led to abrogation of the ban 
on foreign participation in companies in these sectors. In 2003 the wine factory “Buchet 
Moldavii” found its new owner – Russian company “Aroma”, there appeared the first 
“swallows” from Europe – a group of joint German – Transdniestrian ventures, 50% of their 
authorised capital belonging to the German investors.7 
Moldova’s reaction to the re-launch of the privatisation process in Transdniestria was quite 
contradictory, supporting only “legal privatisation” without ruling out the possibility of 
problems in case when the buyer did not coordinate, or did not consult the Moldovan 
Government’s “specialists”. It is necessary to mention that such a contradictory position of the 
Moldovan side considerably worsened the investment image of Moldova, which had not been 
that good before either. Nonetheless, in the Protocol Decision on guarantees offered for 
attracting and protecting foreign investments and cooperation in the filed of investment 
activities (2001) it is mentioned that: “Foreign investors and entrepreneurs’ activities on the 
territory of Transdniestria are guaranteed by the legislation of the Republic of Moldova, 
Transdniestria and international law norms”8. It is important that this Protocol Decision 
provides for joint elaboration of the draft Investment Strategy, however any specific action for 
the implementation of this important for the both parts decision has not been started.  
Later on (2003) in order to recognise the “legal nature” of its privatisation process 
Transdniestria suggested to sign a Property Act, which would legally confirm absence of any 
Chisinau claims to the property in Transdniestria.  

As a result in 2002 –2005 1Q out of the 37 privatised enterprises, 11 were privatised by foreign 
investors, of which 6 were Russian, 3 European and 2 American9.  

The official Moldovan position regarding new investors/owners in Transdniestria is 
deliberately different and has not been finally defined. This situation to a less extent influences 
the behaviour of Russian investors, but seriously restrains international investors. For them 
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many things will become clearer in the process of “final settlement” of the existing conflict. 
Thus, currently, foreign companies, mainly Russian, possess the majority of strategic 
companies (big budgetary contributors) in Transdniestria in such strategic fields as metallurgy, 
construction of machines, winemaking, energy and light industry. Simultaneously, the same 
owners possess Moldovan companies (Moscow trade house, “Aroma”, “Saliut” WJ-USA etc). 
This “double interest” of these owners could be the background for a consensus in such a 
complicated and very much politicised situation.  
Currently, direct and portfolio foreign investments in Transdniestrian economy reached (on 
01.07.2008) the sum of 220.5 million USD, while Transdniestria investments abroad (on 
01.07.2008) amounted to 50 million USD.       

Thus, finally the conclusion can be that the so much awaited investments into the 
Moldovan and Transdniestrian economies are delayed, firstly, by a deficient business 
environment. It is not a secret that for the biggest number of investors the wish number one 
continues to be stability and predictability of the legislative-regulatory field, transparency in 
legislation implementation, as well as an independent arbitration system.  
Secondly, accessibility to technical infrastructure is considered when taking an investment 
decision. The conflict of economies that is deepening during the last years not only hampers 
development, but also “freezes” the low quality, under adequate level, of infrastructure and 
often limits its efficient use.  
Thirdly: small domestic labour market, as well as its division considerably diminishes 
investment attractiveness, not only for foreign but also local investors and considerably reduces 
the development of sectors of economy oriented to the Moldovan domestic market and 
increases economy dependency on imports.        
 
 


